
        March 10, 2016 
 
 
Martin P. Dunn 
Morrison & Foerster LLP 
mdunn@mofo.com 
 
Re: JPMorgan Chase & Co. 
 Incoming letter dated January 14, 2016 
 
Dear Mr. Dunn: 
 
 This is in response to your letters dated January 14, 2016 and February 18, 2016 
concerning the shareholder proposal submitted to JPMorgan Chase by Jing Zhao.  We 
also have received a letter from the proponent dated January 19, 2016.  Copies of all of 
the correspondence on which this response is based will be made available on our website 
at http://www.sec.gov/divisions/corpfin/cf-noaction/14a-8.shtml.  For your reference, a 
brief discussion of the Division’s informal procedures regarding shareholder proposals is 
also available at the same website address. 
 
        Sincerely, 
 
        Matt S. McNair 
        Senior Special Counsel 
 
Enclosure 
 
cc:   Jing Zhao 
 ***FISMA & OMB Memorandum M-07-16***



 

 
        March 10, 2016 
 
 
 
Response of the Office of Chief Counsel  
Division of Corporation Finance 
 
Re: JPMorgan Chase & Co. 
 Incoming letter dated January 14, 2016 
 
 The proposal recommends that the company adopt an executive compensation 
philosophy with consideration of relevant social factors to improve the company’s ethical 
conduct and public reputation.  
 
 We are unable to concur in your view that JPMorgan Chase may exclude the 
proposal under rule 14a-8(i)(3).  We are unable to conclude that the proposal is so 
inherently vague or indefinite that neither the shareholders voting on the proposal, nor the 
company in implementing the proposal, would be able to determine with any reasonable 
certainty exactly what actions or measures the proposal requires.  Accordingly, we do not 
believe that JPMorgan Chase may omit the proposal from its proxy materials in reliance 
on rule 14a-8(i)(3).   
 
 We are unable to concur in your view that JPMorgan Chase may exclude the 
proposal under rule 14a-8(i)(7).  In arriving at this position, we note that the proposal 
focuses on senior executive compensation.  Accordingly, we do not believe that 
JPMorgan Chase may omit the proposal from its proxy materials in reliance on  
rule 14a-8(i)(7).   
 
        Sincerely, 
 
        Coy Garrison 
        Attorney-Adviser 
 
 
 
 
 



 
 
 
 
 
 

DIVISION OF CORPORATION FINANCE 
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS 

 
 

The Division of Corporation Finance believes that its responsibility with respect to 
matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matter under the proxy 
rules, is to aid those who must comply with the rule by offering informal advice and suggestions 
and to determine, initially, whether or not it may be appropriate in a particular matter to 
recommend enforcement action to the Commission.  In connection with a shareholder proposal 
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company 
in support of its intention to exclude the proposals from the Company’s proxy materials, as well 
as any information furnished by the proponent or the proponent’s representative. 

 
Although Rule 14a-8(k) does not require any communications from shareholders to the 

Commission’s staff, the staff will always consider information concerning alleged violations of 
the statutes administered by the Commission, including argument as to whether or not activities 
proposed to be taken would be violative of the statute or rule involved.  The receipt by the staff 
of such information, however, should not be construed as changing the staff’s informal 
procedures and proxy review into a formal or adversary procedure. 

 
It is important to note that the staff’s and Commission’s no-action responses to 

Rule 14a-8(j) submissions reflect only informal views.  The determinations reached in these 
no-action letters do not and cannot adjudicate the merits of a company’s position with respect to 
the proposal.  Only a court such as a U.S. District Court can decide whether a company is 
obligated to include shareholders proposals in its proxy materials.  Accordingly a discretionary 
determination not to recommend or take Commission enforcement action, does not preclude a 
proponent, or any shareholder of a company, from pursuing any rights he or she may have 
against the company in court, should the management omit the proposal from the company’s 
proxy material. 



MORRISON I FOERSTER 

February 18, 2016 

2000 PENNSYLVANIA AVE., NW 

WASHINGTON, D.C. 

20006-1888 

TELEPHONE: 202.887.1500 

FACSIMILE: 202.887.0763 

\XIWW.MOFO.COM 

VIA E-MAIL (shareholderproposals@sec.gov) 

Office of Chief Counsel 
Division of Corporation Finance 
U.S. Securities and Exchange Commission 
100 F Street, NE 
Washington, DC 20549 

Re: JPMorgan Chase & Co. 
Shareholder Proposal of Jing Zhao 

Dear Ladies and Gentlemen: 

MORRISON & FOERSTER LLP 

BEIJlNG, BERLIN, BRUSSELS, DENVER, 
HONG KONG, LONDON, LOS ANGELES, 

NE\V YORK, NORTHERN VIRGINIA, 

PALO ALTO, SACRA:-..IENTO, S.AN DIEGO, 

S1\N FRANCISCO, SHANGHAI, SINGAPORE, 

TOKYO, WASHINGTON, D.C. 

Writer's Direct Contact 

+ 1 (202) 778.1611 
MDunn@mofo.com 

1934 Act/Rule 14a-8 

This letter concerns the request, dated January 14, 2016 (the "Initial Request Letter"), 
that we submitted on behalf of our client JPMorgan Chase & Co., a Delaware corporation (the 
"Company"), seeking confirmation that the staff (the "Staff') of the Division of Corporation 
Finance (the "Division") of the U.S. Securities and Exchange Commission (the "Commission") 
will not recommend enforcement action to the Commission if, in reliance on Rule 14a-8 under 
the Securities Exchange Act of 1934 (the "Exchange Act"), the Company omits the shareholder 
proposal (the "Proposaf') and supporting statement (the "Supporting Statement") submitted by 
Jing Zhao (the "Proponent") on November 5, 2015, from the Company's proxy materials for its 
2016 Annual Meeting of Shareholders (the "2016 Proxy Materials"). The Proponent submitted 
a letter to the Staff, dated January 19, 2016 (the "Proponent Letter"), expressing the view that 
the Proposal and Supporting Statement may not be excluded from the 2016 Proxy Materials. 

We submit this letter on behalf of the Company to supplement the Initial Request Letter 
and respond to the views expressed in the Proponent Letter. We also renew our request for 
confirmation that the Staff will not recommend enforcement action to the Commission if the 
Company omits the Proposal and Suppmiing Statement from its 2016 Proxy Materials in reliance 
on Rule 14a-8. 

We have concurrently sent a copy of this correspondence to the Proponent. 
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I. EXCLUSION OF THE PROPOSAL 

A. The Proposal May Be Excluded in Reliance on Rule 14a-8(i)(3) Because It is 
Materially False and Misleading 

As discussed in the Initial Request Letter, the Staff has consistently found that a proposal 
is inherently vague and indefinite and, therefore, may be omitted from a company's proxy 
materials if it fails to adequately define key terms or provide sufficient guidance regarding the 
manner in which the proposal should be implemented. Further, the Staff has consistently 
concurred that specific standards that are integral to a proposal must be sufficiently explained in 
the proposal or supporting statement. 

The Initial Request Letter expressed the view that the Proposal may be properly excluded 
under Rule 14a-8(i)(3) because the terms "economic condition" and "average income" are key to 
the Proposal but are unclear because the Proposal neither explains the meaning of these key 
terms nor discusses how these terms should be applied to the Proposal. The Proponent Letter 
does not address this point directly; instead, it merely states that the Company "retains the 
flexibility to implement the proposal." As discussed in the Initial Request Letter, while each of 
the words comprising these terms have an ordinary meaning in isolation, put together, each two
word term is likely to cause confusion as to the information referenced and the application of that 
term to the Proposal. For example, there is no indication in the Proposal or the Supporting 
Statement as to whose "economic condition" or "average income" is being referenced in the 
Supporting Statement or to the type of data the Company would use to determine "economic 
condition" and "average income." As noted in the Initial Request Letter, given the Company's 
size, scope and complex operations, there are innumerable manners in which these terms could 
be understood by both the shareholders in voting on the Proposal and the Company in 
implementing the Proposal if adopted. 

Accordingly, as discussed in the Initial Request Letter, neither the shareholders voting on 
the Proposal, nor the Company in implementing the Proposal, would be able to understand with 
any reasonable certainty exactly what the requested executive compensation philosophy requires. 
As such, the Company continues to be of the view that the Proposal is materially vague and 
misleading and, as such, the Company may properly omit the Proposal and Supporting Statement 
in reliance on Rule 14a-8(i)(3). 

B. The Proposal May Be Excluded in Reliance on Rule 14a-8(i)(7) Because It 
Relates To The Company's Ordinary Business Operations 

As discussed in the Initial Request Letter, the Proposal may be properly excluded in 
reliance on Rule 14a-8(i)(7) because the action sought by the Proposal deals with general 
employee compensation. As discussed in the Initial Request Letter, the Proposal "focus[ es] on 
compensation at all levels at the Company and not merely senior executive compensation." In 
this regard, the Proposal and Supporting Statement relate broadly to an uncertain group of 
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Company personnel whose compensation is determined by the Company's Compensation 
Committee. The Supporting Statement makes numerous references to the Proposal's intended 
impact upon "wage inequality" at the Company. As addressed in the Initial Request Letter, the 
Supporting Statement discussion expands the Proposal to a category of employees well below 
the executive officer level and, as such, states directly that the Proposal does not relate solely to 
senior executive compensation; instead, it provides that the Proposal relates to general employee 
compensation as well as senior executive compensation. 

The Staff has consistently detennined that proposals relating to employee compensation 
involve matters relating to ordinary business and therefore may be excluded under Rule 14a-
8(i)(7). In addition, the Staff has consistently determined that proposals addressing both 
executive compensation and non-executive, or general employee, compensation are excludable 
under Rule 14a-8(i)(7). See, e.g., Johnson Controls (Oct. 16, 2012) (noting "[T]he proposal 
relates to compensation that may be paid to employees generally and is not limited to 
compensation that may be paid to senior executive officers and directors. Further, proposals that 
concern general employee compensation matters are generally excludable under rule 14a-
8(i)(7)."). The Initial Request Letter contains further discussion of the Staff precedent permitting 
exclusion of proposals that are not limited solely to executive compensation, such as the 
Proposal. 

In the Proponent Letter, the Proponent states that the Proposal is not excludable in 
reliance on Rule 14a-8(i)(7), as the Proposal is distinguishable from a substantially similar 
proposal in which the Staff concurred in its exclusion (Apple Inc. (Nov. 16, 2015)). In Apple, the 
Staff concurred in the exclusion of the proposal, as "the proposal relates to compensation that 
may be paid to employees generally and is not limited to compensation that may be paid to 
senior executive officers and directors." The proposal in Apple recommended that the company 
reform its compensation committee to include outside independent experts from the general 
public to adopt new compensation principles responsive to America's economy, such as 
unemployment, working hours and wage inequality. While, as noted in the Initial Request 
Letter, the Resolved clause of the Proposal at issue recommends that the Company adopt an 
"executive compensation philosophy with consideration of relevant social factors to improve the 
Firm's ethical conduct and public reputation" (emphasis added), Staff Legal Bulletin No. 14B 
(June 28, 2005) states the analysis under Rule 14a-8(i)(7) requires consideration of "both the 
proposal and the supporting statement as a whole." Counter to the statements in the Proponent 
Letter, the Supporting Statement's reference to the role of the Compensation Committee in 
"assist[ing] the Board in its oversight of the Firm's compensation programs" and its "review[] 
and approv[al] [of] the Firm's overall compensation philosophy and practices" demonstrates the 
Proposal's focus on compensation at all levels at the Company and not merely senior executive 
compensation. 

The Proponent Letter also asserts that the Company may not omit the Proposal from its 
2016 Proxy Materials because the Proposal does not micromanage the Company. 
"Micromanagement" is the second of two considerations related to the Rule 14a-8(i)(7) ordinary 
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business exclusion. Exchange Act Release No. 40018, Amendments to Rules on Shareholder 
Proposals, [1998 Transfer Binder] Fed. Sec. L. Rep. (CCH) 86,018, at 86,017-18 (May 21, 
1998). The Company is of the view that it may exclude the Proposal because it relates to 
ordinary business matters, specifically general employee compensation; as such, the Company 
did not express the view that it may exclude the Proposal because it "micromanages" its ordinary 
business decisions. Accordingly, the Proponent's claim that the Proposal does not 
"micromanage" the Company's ordinary business decisions is irrelevant with regard to views set 
forth in the Initial Request Letter. 

Accordingly, as the Proposal relates to a broad category of employees who are beyond 
the category of senior executive officers, it relates, at least in part, to general employee 
compensation matters. The Company, therefore, continues to be of the view that the Proposal 
relates, in part, to ordinary business operations and, as such, the Company may properly omit the 
Proposal and Supporting Statement in reliance on Rule 14a-8(i)(7). Further, the Initial Request 
Letter sets forth the Company's view that the Proposal may be excluded in reliance on Rule 14a-
8(i)(7), as it relates to the Company's Code of Ethics for Financial Professionals and Code of 
Conduct. The Company continues to be of this view, which the Proponent Letter does not 
dispute. 

II. CONCLUSION 

Based on the discussion above and the discussion in the Initial Request Letter, the 
Company continues to be of the view that it may properly omit the Proposal and Supporting 
Statement from its 2016 Proxy Materials in reliance on Rule 14a-8. As such, we respectfully 
request that the Staff concur with the Company's view and not recommend enforcement action to 
the Commission ifthe Company omits the Proposal and Supporting Statement from its 2016 
Proxy Materials. Ifwe can be of further assistance in this matter, please do not hesitate to 
contact me at (202) 778-1611. 

Sincerely, 

Martin P. Dunn 
of Morrison & Foerster LLP 

cc: Jing Zhao 
Anthony Horan, Corporate Secretary, JPMorgan Chase & Co. 
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January 19, 2016 

Via email to: shareholderproposals@sec.gov 

U.S. Securities and Exchange Commission 

Division of Corporation Finance 

Office of Chief Counsel 

100 F Street, NE 

Washington, DC 20549-2736 

 

Re: Shareholder Proposal for Inclusion in JPMorgan Chase & Co. Proxy Statement 

 

Ladies and Gentlemen: 

This is a brief reply to the January 14, 2016 letter of Morrison Foerster LLP to rebut 

JPMorgan Chase & Co. (the Company)’s baseless “bases” to exclude my proposal to its 

2016 proxy statement. 

My proposal is not materially false and misleading. For the purpose not to 

micro-manage the Company's ordinary business operations, the proposal does not 

redefine the commonly used terms “economic condition, unemployment and average 

income” so the company retains the flexibility to implement the proposal. The letter 

actually acknowledged that “each of the words comprising these terms has an ordinary 

meaning” (page 4). 

My proposal does not micro-manage matters relating to the Company's ordinary 

business operations.  The letter (page 6) cited the case of my proposal to Apple Inc. (Nov. 

16, 2015). However, while my proposal to Apple says “to adopt new compensation 

principles” so there seems reasonable relating to general employee compensation, my 

proposal to the Company clearly says “executive compensation philosophy” only without 

any ambiguity relating to general employee compensation. 

   

Should you have any questions, please contact me at or 

***FISMA & OMB Memorandum M-07-16***

***FISMA & OMB Memorandum M-07-16***

***FISMA & OMB Memorandum M-07-16***
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Respectfully, 

 

 

Jing Zhao 

 

Cc:  Martin P. Dunn at MDunn@mofo.com, Rose Zukin at RZukin@mofo.com  

 



MORRISON I FOERSTER 

January 14, 2016 

2000 PENNSYLVANIA A VE., NW 

WASHINGTON, D.C. 

20006-1888 

TELEPHONE: 202.887.1500 

FACSIMILE: 202.887.0763 

W\VW.MOFO.COM 

VIA E-MAIL (sharelwlderproposals@sec.gov) 

Office of Chief Counsel 
Division of Corporation Finance 
U.S. Securities and Exchange Commission 
100 F Street, NE 
Washington, DC 20549 

Re: JPMorgan Chase & Co. 
Shareholder Proposal of Jing Zhao 

Dear Ladies and Gentlemen: 

MORRISON FOERSTER LLP 

NE\\1 YORK, SA!\' FR1\NCJSCO, 

LOS ANGELES, PALO AL TO, 

SACRAMENTO, SAN DIEGO, 

DEN\'ER, NORTHERN VIRGIN!:\, 

\VASHINGTON, D.C. 

TOKYO, LONDON, BERLIN, 13Rl'SSELS, 

BEIJING, SHANGHAI, JIONG KONG, 

SINGAPORE 

Writer's Direct Contact 
+1(202)778.1611 

MDunn@mofo.com 

1934 Act/Rule 14a-8 

We submit this letter on behalf of our client JPMorgan Chase & Co., a Delaware 
corporation (the "Company"), which requests confirmation that the staff (the "Sta.fl') of the 
Division of Corporation Finance of the U.S. Securities and Exchange Commission (the 
"Commission") will not rec01mnend enforcement action to the Commission if, in reliance on 
Rule 14a-8 under the Securities Exchange Act of 1934, as amended (the "Exchange Act"), 
the Company omits the enclosed shareholder proposal (the "Proposaf') and supporting 
statement (the "Supporting Statement') submitted by Jing Zhao (the "Proponent") from the 
Company's proxy materials for its 2016 Annual Meeting of Shareholders (the "2016 Proxy 
Mate rials"). 

Pursuant to Rule 14a-8G) under the Exchange Act, we have: 

• filed this letter with the Commission no later than eighty (80) calendar days before 
the Company intends to file its definitive 2016 Proxy Materials with the Commission; 
and 



***FISMA & OMB MEMORANDUM M-07-16******FISMA & OMB MEMORANDUM M-07-16******FISMA & OMB MEMORANDUM M-07-16***
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B. Tile Proposal May Be Omitted in Reliance On Rule 14a-8(i)(3), As It Is So 
Vague and Indefinite As To Be Materially False and Misleading 

Rule 14a-8(i)(3) permits a company to omit a proposal or supporting statement, or 
portions thereof, that are contrary to any of the Commission's proxy rules, including Rule 
14a-9, which prohibits materially false and misleading statements in proxy materials. 
Pmsuant to Staff Legal Bulletin No. 14B (Sept. 15, 2004), reliance on Rule 14a-8(i)(3) to 
exclude a proposal or portions of a supporting statement may be appropriate in only a few 
limited instances, one of which is when the language of the proposal or the supporting 
statement renders the proposal so vague or indefinite that "neither the stockholders voting on 
the proposal, nor the company in implementing the proposal (if adopted), would be able to 
determine with any reasonable certainty exactly what actions or measures the proposal 
requires." See Philadelphia Electric Company (Jul. 30, 1992). The Staff has further 
explained that a shareholder proposal can be sufficiently misleading and therefore excludable 
under Rule 14a-8(i)(3) when the company and its shareholders might interpret the proposal 
differently such that "any action ultimately taken by the [ c ]ompany upon implementation [of 
the proposal] could be significantly different from the actions envisioned by the shareholders 
voting on the proposal." Fuqua Industries, Inc. (Mar. 12, 1991). 

If a proposal provides standards or criteria that a company is intended to follow, the 
proposal and supporting statement must provide reasonable certainty to both the company 
and its shareholders with regard to the meaning and operation of those standards and criteria; 
the proposal and supp01iing statement cannot provide guidance that is uncertain, vague, or 
overly general. The Staff has consistently concurred that specific standards that are integral 
to a proposal must be sufficiently explained in the proposal or supporting statement and, as 
such, when a proposal fails to adequately define key terms or provide sufficient guidance 
regarding the manner in which the proposal should be implemented, that proposal may be 
omitted as vague and indefinite. See, e.g., Morgan Stanley (Mar. 12, 2013) (concurring with 
the omission of a proposal requesting the appointment of a committee to explore 
"extraordinary transactions" that could enhance stockholder value was vague and indefinite); 
The Boeing Co. (Mar. 2, 2011) (concurring with the omission of a proposal as vague and 
indefinite where the proposal requested, among other things, that senior executives relinquish 
certain "executive pay rights" because such phrase was not sufficiently defined); AT&T Inc. 
(Feb. 16, 2010) (concurring with the omission of a proposal as vague and indefinite where 
the proposal sought disclosures on, among other things, payments for "grassroots lobbying" 
without sufficiently clarifying the meaning of that term); Puget Energy Inc. (Mar. 1, 2002) 
(concurring with the omission of a proposal as vague and indefinite where the proposal 
requested a policy of "improved corporate governance"); and Norfolk Southern Corp. (Feb. 
13, 2002) (concurring with the omission of a proposal as vague and indefinite where the 
proposal requested that the board of directors "provide for a shareholder vote and ratification, 
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in all future elections of Directors, candidates with solid background, experience, and records 
of demonstrated performance in key managerial positions within the transportation 
industry"). 

The Proposal provides that, in modifying its executive compensation philosophy to 
take into account relevant social factors, the Company's Compensation & Management 
Development Committee ("Compensation Committee") may consider "economic condition, 
unemployment and average income." The terms "economic condition" and "average 
income" are key to the Proposal because they are examples of the "social factors" that are to 
guide the Compensation Committee in revising its executive compensation philosophy to 
implement the Proposal. However, similar to the proposals in Morgan Stanley, Boeing and 
AT&T, the Proposal does not define or explain the meaning of these key terms. Rather, the 
terms "economic condition" and "average income" are unclear, undefined by the Proposal 
and without an ordinary, commonly understood meaning. While each of the words 
comprising these terms has an ordinary meaning in isolation, put together, the words in each 
phrase are likely to cause confusion as to what type of information is being referenced. 

There is no indication in the Proposal as to whose "economic condition" or "average 
income" is being referenced in the Supporting Statement or the type of data the Company 
would use to determine "economic condition" and "average income." Indeed, given the 
Company's size and scope and the complexity of its operations, there are innumerable 
manners in which these terms could be defined. Further, even ifthere was a commonly 
understood means to define these terms, the application of that definition across the 
Company's operation would present significant variation in its application. In this regard, as 
a global financial services firm, the Company employs approximately 240,000 people, 
working in more than 60 countries and 2,100 U.S. cities across four major business 
segments. The "economic condition" and "average income" varies substantially among each 
U.S. city and each country. Further, many economic factors (e.g., gross domestic product, 
inflation and interest rates), individually and in the aggregate, can comprise "economic 
condition." Again, while the meaning of these terms is fundamentally unclear, even an 
understanding of the terms would not prevent the Proposal from being fundamentally false 
and misleading, as neither the Company nor its shareholders would have any level of 
reasonable certainty as to how changes to the Company's executive compensation 
philosophy could take into account multiple "economic conditions" or the "average income" 
among individuals employed across the globe. The vague references to "economic 
condition" and "average income" make it impossible for the Company and shareholders alike 
to determine the extent and nature of changes to be made to the executive compensation 
philosophy that the Proposal is seeking. 
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Accordingly, neither the shareholders voting on the Proposal, nor the Company in 
implementing the Proposal, would be able to understand with any reasonable certainty 
exactly what the revised executive compensation philosophy requires, based on the terms of 
the Proposal. The Company is, therefore, of the view that it may properly omit the Proposal 
and Supporting Statement in reliance on Rule 14a-8(i)(3), as it is so vague and indefinite as 
to be materially false and misleading. 

C. The Proposal May Be Omitted In Reliance On Rule 14a-8(i)(7), As It 
Relates To The Company's Ordinary Business Operations 

Rule 14a-8(i)(7) pe1mits a company to omit from its proxy materials a shareholder 
proposal that relates to the company's "ordinary business operations." According to the 
Commission, the underlying policy of the ordinary business exclusion is "to confine the 
resolution of ordinary business problems to management and the board of directors, since it 
is impracticable for shareholders to decide how to solve such problems at an annual 
shareholders meeting." Exchange Act Release No. 40018, Amendments to Rules on 
Shareholder Proposals, [1998 Transfer Binder] Fed. Sec. L. Rep. (CCH) 86,018, at 80,539 
(May 21, 1998) (the "1998 Release"). In the 1998 Release, the Commission described the 
two "central considerations" for the ordinary business exclusion. The first is that certain 
tasks are "so fundamental to management's ability to run a company on a day-to-day basis 
that they could not, as a practical matter, be subject to direct shareholder oversight." The 
second consideration relates to "the degree to which the proposal seeks to 'micro-manage' 
the company by probing too deeply into matters of a complex nature upon which 
shareholders, as a group, would not be in a position to make an informed judgment." Id. at 
86,017-18 (footnote omitted). 

1. The Proposal Relates to Compensation That May Be Paid to 
Employees Generally and Is Not Limited to Compensation That May 
Be Paid to Senior Executive Officers and Directors 

As noted in Staff Legal Bulletin No. 14A (July 12, 2002) ("SLB 14A"), proposals 
relating to employee compensation are a matter of ordinary business, and companies are 
permitted to omit proposals relating to such matters pursuant to Rule 14a-8(i)(7). The Staff 
has regularly concurred that proposals addressing both executive compensation and non
executive compensation relate to the fundamental business function of establishing general 
employee compensation. The Proposal is properly excludable as relating to general 
employee compensation because it is not limited to senior executive compensation. 
Although the Proposal references "an executive compensation philosophy," the Supporting 
Statement makes clear that the Proposal is not so limited. In this regard, the Supporting 
Statement references the role of the Company's Compensation Committee and states that the 
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Compensation Committee "assists the Board in its oversight of the Firm's compensation 
programs and reviews and approves the Firm's overall compensation philosophy and 
practices." The Supporting Statement also notes that the Committee "reviews and approves 
the Firm's compensation philosophy, which guides how the Firm's compensation plans and 
programs are designed." Further, the Supporting Statement's numerous references to the 
Proposal's intended impact upon "wage inequality" at the Company evidence its focus on 
compensation at all levels at the Company and not merely senior executive compensation. 

The Compensation Committee would be responsible for implementing the Proposal. 
The Compensation Committee is responsible for making compensation decisions and 
establishing compensation policies affecting a much broader class of employees than just 
senior executives and directors. Notably, the charter of the Compensation Committee 
charges it with responsibility for "review[ing] and recommend[ing] employee equity-based 
plans," and to "approve all salary, short-term incentive compensation, and long-term 
incentive awards for," among others, "Section 16 officers" (emphasis added). In addition, 
the Company's annual performance management process related to more senior employees
both executive officers and members of the general workforce-includes, among other tools, 
a standard, firm-wide survey to reinforce the Company's conduct and controls culture. As 
stated on page 21 of the Company's report How We Do Business, attached hereto as Exhibit 
B, the first question in that survey asks whether the employee exemplifies the highest 
standard of ethics and integrity. The Company's performance management process 
regarding compensation of senior employees not identified by the Company as executive 
officers illustrates the impact of ethical conduct on general employee compensation and, as 
such, demonstrates the effect of the Proposal on compensation of the Compariy' s general 
workforce. As the Proposal is directed to the Compensation Committee and the Supporting 
Statement references that Committee's role in general employee compensation and 
demonstrates the Proposal's intent to impact compensation across the Company, the Proposal 
relates, at least in part, to the Company's compensation of its general workforce. 

The Staff has consistently concurred with the omission of similar proposals from 
company proxy materials as relating to ordinary business operations. Most recently, in Apple 
Inc. (Nov. 16, 2015), a substantially similar proposal to the Proposal at issue recommended 
that the company reform its compensation committee to include outside independent experts 
from the general public to adopt new compensation principles responsive to America's 
general economy, such as unemployment, working hours and wage inequality. The company 
expressed the view that the proposal could be excluded in reliance on Rule l 4a-8(i)(7), as the 
proposal "does not make any attempt to limit its scope to the compensation of senior 
executives and directors," and "is clearly intended to encourage the adoption of policies 
related to general employee compensation matters." The Staff concurred with the exclusion 
of the proposal under Rule l 4a-8(i)(7) as relating to the company's ordinary business 
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operations, noting "that the proposal relates to compensation that may be paid to employees 
generally and is not limited to compensation that may be paid to senior executive officers 
and directors." Further, in Yum! Brands, Inc. (Feb. 24, 2015), a proposal requested that the 
compensation committee initiate a review of the company's executive compensation policies 
and make available upon request a summary of the report, which may include a comparison 
of the total compensation package of the top senior executives and Yum employees' median 
wage, and an analysis of changes in the relative size of the gap along with an analysis and 
rationale justifying any trends evidenced. The Staff concmTed with the exclusion of the 
proposal under Rule 14a-8(i)(7) as relating to Yum's ordinary business operations, noting 
"that the proposal relates to compensation that may be paid to employees generally and is not 
limited to compensation that may be paid to senior executive officers and directors." In 
addition, in Microsoft Corp. (Sept. 17, 2013 ), a proposal required that the board of directors 
and/or compensation committee limit the average individual total compensation of senior 
management, executive and "all other employees the board is charged with determining 
compensation for" to one hundred times the average individual total compensation paid to 
the remaining full-time, non-contract employees of the Company. The Staff concurred with 
the exclusion of the proposal under Rule 14a-8(i)(7) as relating to Microsoft's ordinary 
business operations, indicating that "the proposal relates to compensation that may be paid to 
employees generally and is not limited to compensation that may be paid to senior executive 
officers and directors." See also Johnson Controls (Oct. 16, 2012) (Staff concurring in the 
exclusion of a proposal requesting that the managing officers of the company repay a portion 
of their compensation into a bonus pool that would be redistributed to other employees, 
noting that "the proposal relates to compensation that may be paid to employees generally 
and is not limited to compensation that may be paid to senior executive officers and 
directors"); Raytheon Co. (Mar. 11, 1998) (Staff concurring in the exclusion of a proposal 
urging the company's board of directors to (i) address the issue of "runaway remuneration of 
CEOs and the widening gap between highest paid and lowest paid" employees, and (ii) 
publish in its proxy materials the ratio between the total compensation paid to Raytheon's 
CEO and the total compensation paid to the company's lowest-paid U.S. worker, finding that 
the proposal related to the company's ordinary business operations). 

In this case, although styled as directed towards executive compensation, the 
Proposal is not limited to executive compensation; it addresses the compensation of the 
general workforce and, therefore, may be excluded in reliance on Rule 14a-8(i)(7). The 
Proposal and Supporting Statement, by their terms, apply to general employee compensation 
matters. 

Proposals that concern only senior executive officer and director compensation-as 
compared to general employee compensation-may not be excluded under Rule 14a-8(i)(7) 
as they involve "significant social policy issues" that transcend day-to-day business matters, 
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and are appropriate for a shareholder vote. See SLB l 4A. However, where a proposal 
purports to address executive compensation, the Staff allows exclusion of the proposal under 
Rule 14a-8(i)(7) where the thrust and focus of the proposal relates to a matter of ordinary 
business. For example, in Exelon Corp. (Feb. 21, 2007), the Staff permitted exclusion of a 
proposal seeking to prohibit payment of bonuses to the company's executives to the extent 
that performance goals were achieved through a reduction in retirement benefits. In 
permitting exclusion, the Staff noted that "although the proposal mentions executive 
compensation, the thrust and focus of the proposal is on the ordinary business matter of 
general employee benefits." Similarly to Exelon, the Proposal in this case is focused on non
executive pay, an ordinary business matter. Adding references to executive pay in the 
"Resolved" clause to advocate the Proposal as a significant social policy issue is not 
persuasive. Accordingly, because the Proposal addresses general compensation matters, the 
Proposal is properly excludable under Rule 14a-8(i)(7) as relating to ordinary business 
matters. 

2. The Proposal Relates to the Company's Code of Conduct and Code 
of Ethics for Finance Professionals 

The Proposal may be properly omitted in reliance on Rule 14a-8(i)(7) because the 
action requested relates to the Company's Code of Conduct and Code of Ethics for Financial 
Professionals (collectively, the "Codes"). This analysis is clear given the express purpose of 
the Proposal-the requested compensation philosophy is intended to "improve the Firm's 
ethical conduct and public reputation." Accordingly, the Proposal relates, at least in part, to 
the Company's ethical practices and policies. 

The Staff has consistently concuned with the omission of similar proposals from 
company proxy materials as relating to ordinary business operations. In The Walt Disney Co. 
(Dec. 12, 2011), a proposal requested a report on board compliance with Disney's Code of 
Business Conduct and Ethics for Directors, reporting, among other topics, "any violations of 
Disney's Codes of Conduct Policy that have occuned, if any." The Staff found that the 
proposal was excludable as relating to the Company's ordinary business operations, 
confirming that "[p ]roposals that concern general adherence to ethical business practices are 
generally excludable under [R]ule 14a-8(i)(7)." In Verizon Communications Inc. (Jan. 10, 
2011 ), a proposal requested that the board of directors form a "Corporate Responsibility 
Committee" to monitor the extent to which Verizon lives up to its claims pertaining to 
integrity, trustworthiness, and reliability and the extent to which Verizon lives up to its Code 
of Business Conduct. The Staff found that the proposal was excludable as relating to the 
Company's ordinary business operations, stating that "[p]roposals that concern general 
adherence to ethical business practices are generally excludable under [R]ule 14a-8(i)(7)." 
Similarly, in International Business Machines Corp. (Jan. 7, 2010), a proposal requested that 
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officers "clearly and unambiguously restate and enforce the traditional standards of ethical 
behavior which characterized the way in which IBM conducted its business." The Staff, 
again, found that the proposal was excludable as relating to the Company's ordinary business 
operations, reinforcing that "[p ]roposals that concern general adherence to ethical business 
practices and policies are generally excludable under Rule 14a-8(i)(7)." 

The Company's commitment to ethical business practices is reflected in, and 
substantially implemented through, the Codes, and any change in this area would require 
changes to the Codes. The Codes address employees' conduct as it relates to various social 
matters, including human rights, corporate responsibility, and environmental stewardship. 
One provision of the Codes requires those to whom it applies to observe the Company's 
Human Rights Statement, which is guided by the principles set forth in the United Nations 
Universal Declaration of Human Rights. Another provision of the Codes requires those to 
whom it applies to "support fundamental principles of human rights across all [of the 
Company's] Lines of Business and in each region of the world in which [the Company] 
operate[s]. ... [The Company] compl[ies] with employment laws in the markets where we 
operate." The Codes further require those to whom it applies to "get involved, contribute to 
charitable causes and help to build stronger relationships in the communities where [the 
Company] operates" and "[d]o your part to reduce the environmental impact of [the 
Company's] operations, in every community around the world where [the Company] does 
business." The Codes indicate that each person to whom the Codes apply "has a 
responsibility to uphold" the Codes, and compliance with the Codes' provisions "is a term 
and condition of employment with the Company." The Codes state that the Company "may 
take action against employees who violate" the Codes, "up to and including termination of 
employment. Where appropriate, [the Company] may also seek monetary damages and/or a 
court order prohibiting the employee from continuing to violate" the Codes. The Proposal, if 
implemented, would necessitate reconciling a revised compensation policy to the Codes. It 
is important for the Company to maintain managerial control over its workforce, which 
includes having control over the Codes. Accordingly, any determination regarding revision 
of the Codes is an ordinary business activity for the Company, as it is with all public 
companies. 

Historically, the Staff has concurred with the omission of proposals that deal with a 
company's code of conduct or code of ethics under Rule 14a-8(i)(7). See, e.g., The Walt 
Disney Co., Verizon Communications Inc. and International Business Machines Corp. In 
NYNEX Corporation (Feb. 1, 1989), the Staff concurred with the omission of a proposal that 
sought to specify "the particular topics to be addressed in the Company's code of conduct" to 
be excludable. See also USX Corporation (Dec. 28, 1995) (concurring with the omission of 
a proposal seeking implementation of a Code of Ethics to establish a "pattern of fair play" in 
the dealings between the company and retired employees was excludable as relating to 



MORRISON I FOERSTER 

Office of Chief Counsel 
Division of Corporation Finance 
U.S. Securities and Exchange Commission 
January 14, 2016 
Page 10 

ordinary business because it dealt with "the terms of a corporate Code of Ethics"); and 
Barnett Banks, Inc. (Dec. 18, 1995) (concurring with the omission of a proposal as relating to 
ordinary business where it dealt with "the preparation and publication of a Code of Ethics"). 
See also Intel Corporation (Mar. 18, 1999) (concurring with the omission of a proposal 
requesting that the board implement an "Employee Bill of Rights" because it related to the 
company's ordinary business operations (i.e., management of the workforce)). 

Proposals that concern only senior executive officer and director compensation may 
not be excluded under Rule 14a-8(i)(7) as they involve "significant social policy issues" that 
transcend day-to-day business matters, and are appropriate for a shareholder vote. See Staff 
Legal Bulletin No. l 4A (July 12, 2002). However, where a proposal purports to address 
executive compensation, the Staff allows exclusion of the proposal under Rule 14a-8(i)(7) 
where the thrust and focus of the proposal relates to a matter of ordinary business. For 
example, in Delta Air Lines, Inc. (Mar. 27, 2012), the Staff permitted exclusion of a proposal 
requesting that the board initiate a program that prohibits payment under any incentive 
program for management or executive officers unless there is an appropriate process to fund 
the retirement accounts of retired pilots. In permitting exclusion, the Staff noted that 
"although the proposal mentions executive compensation, the thrust and focus of the 
proposal is on the ordinary business matter of employee benefits." Similarly to Delta, the 
Proposal in this case is focused on the Company's general adherence to ethical business 
practices, an ordinary business matter. Accordingly, as the Proposal relates to the 
Company's general adherence to ethical business practices and policies, and if adopted, the 
Proposal likely would require consideration and implementation of changes to the terms of 
the Company's Codes, it relates to the Company's ordinary business operations. The 
Company is, therefore, of the view that it may properly omit the Proposal and Supporting 
Statement from the 2016 Proxy Materials pursuant to Rule 14a-8(i)(7). 
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III. CONCLUSION 

For the reasons discussed above, the Company believes that it may properly omit the 
Proposal and Supporting Statement from its 2016 Proxy Materials in reliance on Rule 14a-8. 
As such, we respectfully request that the Staff concur with the Company's view and not 
recommend enforcement action to the Commission if the Company omits the Proposal and 
Supporting Statement from its 2016 Proxy Materials. If we can be of further assistance in 
this matter, please do not hesitate to contact me at (202) 778-1611. 

Sincerely, 

Martin P. Dunn 
of MmTison & Foerster LLP 

Attachments 

cc: Jing Zhao 
Anthony Horan, Corporate Secretary, JPMorgan Chase & Co. 
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Shareholder Proposal on Executive Compensation Philosophy 

Resolved: shareholders recommend that JPMorgan Chase & Co. (the Firm) adopt a balanced 
executive compensation philosophy with social factors to improve the Firm's ethical conduct and 

public reputation. 

Supporting Statement 

According to 2015 Proxy Statement, the Compensation & Management Development Committee 
("CMDC") "assists the Board in its oversight of the Firm's compensation programs and reviews and 
approves the Firm's overall compensation philosophy and practices" (p.27). "The CMDC reviews 
and approves the Firm's compensation philosophy, which guides how the Firm's compensation 
plans and programs are designed for both the Operating Committee, ... " "The CMDC uses a 
disciplined pay-for-performance framework to make executive compensation decisions 
commensurate with Firm, line of business, and individual performance, while considering other 
relevant factors, including market practices" (p.38). As a result, for example, such a philosophy, 
without consideration of social factors, guided the CMDC to award our CEO a total compensation 
$27,701,709 in 2014, a 135% jump from 2013 (p.58). 

Meanwhile, "[t]wo fifths of the population of developed countries have gained little over recent 
decades" (OECD Says Rise in Inequality Is Hmting Growth, Wall Street Journal May 22-24, 2015). 
Professor Thomas Piketty stated, "there is absolutely no doubt that the increase of inequality in the 
United States contributed to the nation's financial instability." (Capital in the Twenty-First Century. 
The Belknap Press of Harvard University Press, 2014. p.297) "Let me return now to the cause of 
rising inequality in the United States. The increase was largely the result of an unprecedented 
increase in wage inequality and in particular the emergence of extremely high remunerations at the 
summit of the wage hierarchy, particularly among top managers of large firms."(p.298) "[T]he 
financial professions are about twice as common in the very high income groups as in the economy 
overall." (p.303) "Because it is objectively difficult to measure individual contributions to a firm's 
output, top managers,found it relatively easy to persuade boards and stockholders that they were 
worth the money, especially since the members of compensation committees were often chosen in a 
rather incestuous manner." (p.510) 

According to Senator Bernie Sanders: "Wall Street cannot continue to be an island unto itself, 
gambling trillions in risky financial instruments while expecting the public to bail it out." "The six 
largest financial institutions in this country today hold assets equal to about 60% of the nation's 
gross domestic product. These six banks issue more than two-thirds of all credit cards and over 35 
percent of all mortgages. They control 95 percent of all derivatives and hold more than 40 percent 
of all bank deposits in the United States." "Our banking system must be part of the productive, 
job-creating productive economy." "If a bank is too big to fail, it is too big to exist. These 
institutions have acquired too much economic and political power, endangering our economy and 
our political process." (https://berniesanders.corn/issues/reforming-wall-street/) 

For the purpose of this proposal, the Board or the CMDC has the flexibility to select social factors, 
such economic condition, unemployment and average income. 
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Rule 14a-8 - Proposals of Security Holders 

This section addresses when a company must include a shareholder's proposal in its 
proxy statement and identify the proposal in its form of proxy when the company holds 
an annual or special meeting of shareholders. In summary, in order to have your 
shareholder proposal included on a company's proxy card, and included along with any 
supporting statement in its proxy statement, you must be eligible and follow certain 
procedures. Under a few specific circumstances, the company is permitted to exclude 
your proposal, but only after submitting its reasons to the Commission. We structured 
this section in a question-and-answer format so that it is easier to understand. The 
references to "you" are to a shareholder seeking to submit the proposal. 

(a) Question 1: What is a proposal? 
A shareholder proposal is your recommendation or requirement that the 
company and/or its board of directors take action, which you intend to present at 
a meeting of the company's shareholders. Your proposal should state as clearly 
as possible the course of action that you believe the company should follow. If 
your proposal is placed on the company's proxy card, the company must also 
provide in the form of proxy means for shareholders to specify by boxes a choice 
between approval or disapproval, or abstention. Unless otherwise indicated, the 
word "proposal" as used in this section refers both to your proposal, and to your 
corresponding statement in support of your proposal (if any). 

(b) Question 2: Who is eligible to submit a proposal, and how do I demonstrate 
to the company that I am eligible? 
(1) In order to be eligible to submit a proposal, you must have continuously 

held at least $2,000 in market value, or 1%, of the company's securities 
entitled to be voted on the proposal at the meeting for at least one year by 
the date you submit the proposal. You must continue to hold those 
securities through the date of the meeting. 

(2) If you are the registered holder of your securities, which means that your 
name appears in the company's records as a shareholder, the company 
can verify your eligibility on its own, although you will still have to provide 
the company with a written statement that you intend to continue to hold 
the securities through the date of the meeting of shareholders. However, 
if like many shareholders you are not a registered holder, the company 
likely does not know that you are a shareholder, or how many shares you 
own. In this case, at the time you submit your proposal, you must prove 
your eligibility to the company in one of two ways: 

(i) The first way is to submit to the company a written statement from 
the "record" holder of your securities (usually a broker or bank) 
verifying that, at the time you submitted your proposal, you 
continuously held the securities for at least one year. You must 
also include your own written statement that you intend to 
continue to hold the securities through the date of the meeting of 
shareholders; or 



(ii) The second way to prove ownership applies only if you have filed 
a Schedule 130, Schedule 13G, Form 3, Form 4 and/or Form 5, 
or amendments to those documents or updated forms, reflecting 
your ownership of the shares as of or before the date on which the 
one-year eligibility period begins. If you have filed one of these 
documents with the SEC, you may demonstrate your eligibility by 
submitting to the company: 

(A) A copy of the schedule and/or form, and any subsequent 
amendments reporting a change in your ownership level; 

(8) Your written statement that you continuously held the 
required number of shares for the one-year period as of 
the date of the statement; and 

(C) Your written statement that you intend to continue 
ownership of the shares through the date of the company's 
annual or special meeting. 

(c) Question 3: How many proposals may I submit? 
Each shareholder may submit no more than one proposal to a company for a 
particular shareholders' meeting. 

(d) Question 4: How long can my proposal be? 
The proposal, including any accompanying supporting statement, may not 
exceed 500 words. 

(e) Question 5: What is the deadline for submitting a proposal? 
(1) If you are submitting your proposal for the company's annual meeting, 

you can in most cases find the deadline in last year's proxy statement. 
However, if the company did not hold an annual meeting last year, or has 
changed the date of its meeting for this year more than 30 days from last 
year's meeting, you can usually find the deadline in one of the company's 
quarterly reports on Form 10-Q, or in shareholder reports of investment 
companies under Rule 270.30d-1 of this chapter of the Investment 
Company Act of 1940. In order to avoid controversy, shareholders should 
submit their proposals by means, including electronic means, that permit 
them to prove the date of delivery. 

(2) The deadline is calculated in the following manner if the proposal is 
submitted for a regularly scheduled annual meeting. The proposal must 
be received at the company's principal executive offices not less than 120 
calendar days before the date of the company's proxy statement released 
to shareholders in connection with the previous year's annual meeting. 
However, if the company did not hold an annual meeting the previous 
year, or if the date of this year's annual meeting has been changed by 
more than 30 days from the date of the previous year's meeting, then the 
deadline is a reasonable time before the company begins to print and 
send its proxy materials. 



(3) If you are submitting your proposal for a meeting of shareholders other 
than a regularly scheduled annual meeting, the deadline is a reasonable 
time before the company begins to print and send its proxy materials. 

(f) Question 6: What if I fail to follow one of the eligibility or procedural 
requirements explained in answers to Questions 1 through 4 of this 
section? 
(1) The company may exclude your proposal, but only after it has notified you 

of the problem, and you have failed adequately to correct it. Within 14 
calendar days of receiving your proposal, the company must notify you in 
writing of any procedural or eligibility deficiencies, as well as of the time 
frame for your response. Your response must be postmarked, or 
transmitted electronically, no later than 14 days from the date you 
received the company's notification. A company need not provide you 
such notice of a deficiency if the deficiency cannot be remedied, such as 
if you fail to submit a proposal by the company's properly determined 
deadline. If the company intends to exclude the proposal, it will later have 
to make a submission under Rule 14a-8 and provide you with a copy 
under Question 10 below, Rule 14a-8G). 

(2) If you fail in your promise to hold the required number of securities 
through the date of the meeting of shareholders, then the company will be 
permitted to exclude all of your proposals from its proxy materials for any 
meeting held in the following two calendar years. 

(g) Question 7: Who has the burden of persuading the Commission or its staff 
that my proposal can be excluded? 
Except as otherwise noted, the burden is on the company to demonstrate that it 
is entitled to exclude a proposal. 

(h) Question 8: Must I appear personally at the shareholders' meeting to 
present the proposal? 
(1) Either you, or your representative who is qualified under state law to 

present the proposal on your behalf, must attend the meeting to present 
the proposal. Whether you attend the meeting yourself or send a qualified 
representative to the meeting in your place, you should make sure that 
you, or your representative, follow the proper state law procedures for 
attending the meeting and/or presenting your proposal. 

(2) If the company holds it shareholder meeting in whole or in part via 
electronic media, and the company permits you or your representative to 
present your proposal via such media, then you may appear through 
electronic media rather than traveling to the meeting to appear in person. 

(3) If you or your qualified representative fail to appear and present the 
proposal, without good cause, the company will be permitted to exclude 
all of your proposals from its proxy materials for any meetings held in the 
following two calendar years. 



(i) Question 9: If I have complied with the procedural requirements, on what 
other bases may a company rely to exclude my proposal? 

(1) Improper under state law: If the proposal is not a proper subject for action 
by shareholders under the laws of the jurisdiction of the company's 
organization; 

Note to paragraph (i)(1): Depending on the subject matter, some 
proposals are not considered proper under state law if they would be 
binding on the company if approved by shareholders. In our experience, 
most proposals that are cast as recommendations or requests that the 
board of directors take specified action are proper under state law. 
Accordingly, we will assume that a proposal drafted as a recommendation 
or suggestion is proper unless the company demonstrates otherwise. 

(2) Violation of law: If the proposal would, if implemented, cause the 
company to violate any state, federal, or foreign law to which it is subject; 

Note to paragraph (i)(2): We will not apply this basis for exclusion to 
permit exclusion of a proposal on grounds that it would violate foreign law 
if compliance with the foreign law could result in a violation of any state or 
federal law. 

(3) Violation of proxy rules: If the proposal or supporting statement is contrary 
to any of the Commission's proxy rules, including Rule 14a-9, which 
prohibits materially false or misleading statements in proxy soliciting 
materials; 

(4) Personal grievance; special interest: If the proposal relates to the redress 
of a personal claim or grievance against the company or any other 
person, or if it is designed to result in a benefit to you, or to further a 
personal interest, which is not shared by the other shareholders at large; 

(5) Relevance: If the proposal relates to operations which account for less 
than 5 percent of the company's total assets at the end of its most recent 
fiscal year, and for less than 5 percent of its net earning sand gross sales 
for its most recent fiscal year, and is not otherwise significantly related to 
the company's business; 

(6) Absence of power/authority: If the company would lack the power or 
authority to implement the proposal; 

(7) Management functions: If the proposal deals with a matter relating to the 
company's ordinary business operations; 

(8) Relates to election: If the proposal: 

(i) Would disqualify a nominee who is standing for election; 



(ii) Would remove a director from office before his or her term 
expired; 

(iii) Questions the competence business judgment, or character of 
one or more nominees or directors; 

(iv) Seeks to include a specif c individual in the company's proxy 
materials for election to the oard of directors; or 

(v) Otherwise could affect the outcome of the upcoming election of 
directors. 

(9) Conflicts with company's proposal: If the proposal directly conflicts with 
one of the company's own propos Is to be submitted to shareholders at 
the same meeting. 

(10) 

(11) 

(12) 

Note to paragraph (i)(9): A com any's submission to the Commission 
under this section should specify th points of conflict with the company's 
proposal. 

Substantially implemented: If the company has already substantially 
implemented the proposal; 

Note to paragraph (i)(10): A c mpany may exclude a shareholder 
proposal that would provide an a visory vote or seek future advisory 
votes to approve the compensatio~ of executives as disclosed pursuant 
to Item 402 of Regulation S-K or ny successor to Item 402 (a "say-on
pay vote") or that relates to the fre uency of say-on-pay votes, provided 
that in the most recent shareholdelvote required by Rule 240.14a-21 (b) 
of this chapter a single year (i.e. one, two, or three years) received 
approval of a majority of votes cas on the matter and the company has 
adopted a policy on the frequency

1 
f say-on-pay votes that is consistent 

with the choice of the majority of votes cast in the most recent 
shareholder vote required by rule 2 0.14a-21(b) of this chapter. 

Duplication: If the proposal subs antially duplicates another proposal 
previously submitted to the compa y by another proponent that will be 
included in the company's proxy ma erials for the same meeting; 

matter as another proposal or prop · sals that has or have been previously 
included in the company's proxy ma erials within the preceding 5 calendar 
years, a company may exclude it fr' m its proxy materials for any meeting 
held within 3 calendar years of the ltst time it was included if the proposal 
received: 

(i) Less than 3% of the vote if reposed once within the preceding 5 
calendar years; 



(ii) Less than 6% of the vote on its last submission to shareholders if 
proposed twice previously within the preceding 5 calendar years; 
or 

(iii) Less than 10% of the vote on its last submission to shareholders if 
proposed three times or more previously within the preceding 5 
calendar years; and 

(13) Specific amount of dividends: If the proposal relates to specific amounts 
of cash or stock dividends. 

U) Question 10: What procedures must the company follow if it intends to 
exclude my proposal? 
(1) If the company intends to exclude a proposal from its proxy materials, it 

must file its reasons with the Commission no later than 80 calendar days 
before it files its definitive proxy statement and form of proxy with the 
Commission. The company must simultaneously provide you with a copy 
of its submission. The Commission staff may permit the company to make 
its submission later than 80 days before the company files its definitive 
proxy statement and form of proxy, if the company demonstrates good 
cause for missing the deadline. 

(2) The company must file six paper copies of the following: 

(i) The proposal; 

(ii) An explanation of why the company believes that it may exclude 
the proposal, which should, if possible, refer to the most recent 
applicable authority, such as prior Division letters issued under the 
rule; and 

(iii) A supporting opinion of counsel when such reasons are based on 
matters of state or foreign law. 

(k) Question 11: May I submit my own statement to the Commission 
responding to the company's arguments? 
Yes, you may submit a response, but it is not required. You should try to submit 
any response to us, with a copy to the company, as soon as possible after the 
company makes its submission. This way, the Commission staff will have time to 
consider fully your submission before it issues its response. You should submit 
six paper copies of your response. 

(I) Question 12: If the company includes my shareholder proposal in its proxy 
materials, what information about me must it include along with the 
proposal itself? 
(1) The company's proxy statement must include your name and address, as 

well as the number of the company's voting securities that you hold. 
However, instead of providing that information, the company may instead 
include a statement that it will provide the information to shareholders 
promptly upon receiving an oral or written request. 



(2) The company is not responsible for the contents of your proposal or 
supporting statement. 

(m) Question 13: What can I do if the company includes in its proxy statement 
reasons why it believes shareholders should not vote in favor of my 
proposal, and I disagree with some of its statements? 
(1) The company may elect to include in its proxy statement reasons why it 

believes shareholders should vote against your proposal. The company is 
allowed to make arguments reflecting its own point of view, just as you 
may express your own point of view in your proposal's supporting 
statement. 

(2) However, if you believe that the company's opposition to your proposal 
contains materially false or misleading statements that may violate our 
anti-fraud rule, Rule 14a-9, you should promptly send to the Commission 
staff and the company a letter explaining the reasons for your view, along 
with a copy of the company's statements opposing your proposal. To the 
extent possible, your letter should include specific factual information 
demonstrating the inaccuracy of the company's claims. Time permitting, 
you may wish to try to work out your differences with the company by 
yourself before contacting the Commission staff. 

(3) We require the company to send you a copy of its statements opposing 
your proposal before it sends its proxy materials, so that you may bring to 
our attention any materially false or misleading statements, under the 
following timeframes: 

(i) If our no-action response requires that you make revisions to your 
proposal or supporting statement as a condition to requiring the 
company to include it in its proxy materials, then the company 
must provide you with a copy of its opposition statements no later 
than 5 calendar days after the company receives a copy of your 
revised proposal; or 

(ii) In all other cases, the company must provide you with a copy of its 
opposition statements no later than 30 calendar days before its 
files definitive copies of its proxy statement and form of proxy 
under Rule 14a-6. 
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Please see the attached shareholder proposal with my JPM shares letter to our 2016 meeting of shareholders. I 
also just sent to you via post mail. 

Regards, 

Jing Zhao 

US-Japan-China Comparative Policy Research Institute 

This communication is for informational purposes only. It is not intended as an offer or solicitation for the 
purchase or sale of any financial instrument or as an official confirmation of any transaction. All market prices, 
data and other information are not warranted as to completeness or accuracy and are subject to change without 
notice. Any comments or statements made herein do not necessarily reflect those of JPMorgan Chase & Co., its 
subsidiaries and affiliates (collectively, "JPMC"). This transmission may contain information that is proprietary, 
privileged, confidential and/or exempt from disclosure under applicable law. If you are not the intended 
recipient, you are hereby notified that any disclosure, copying, distribution, or use of the information contained 
herein (including any reliance thereon) is STRICTLY PROHIBITED. If you received this transmission in error, 
please immediately contact the sender and destroy the material in its entirety, whether in electronic or hard copy 
format. Although this transmission and any attachments are believed to be free of any virus or other defect that 
might affect any computer system into which it is received and opened, it is the responsibility of the recipient to 
ensure that it is virus free and no responsibility is accepted by JPMC for any loss or damage arising in any way 
from its use. Please note that any electronic communication that is conducted within or through JPMC's systems 
is subject to interception, monitoring, review, retention and external production in accordance with JPMC's 
policy and local laws, rules and regulations; may be stored or otherwise processed in countries other than the 
country in which you are located; and will be treated in accordance with JPMC policies and applicable laws and 
regulations. Please refer to http://www.jpmorgan.com/pages/disclosures for disclosures relating to European 
legal entities. 
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Shareholder Proposal on Executive Compensation Philosophy 

Resolved: shareholders recommend that JPMorgan Chase & Co. (the Firm) adopt an executive 
compensation philosophy with consideration of relevant social factors to improve the Firm's ethical 

conduct and public reputation. 

Supporting Statement 

According to 2015 Proxy Statement, the Compensation & Management Development Committee 
(CMDC) "assists the Board in its oversight of the Firm's compensation programs and reviews and 
approves the Firm's overall compensation philosophy and practices" (p.27). "The CMDC reviews 
and approves the Firm's compensation philosophy, which guides how the Firm's compensation 
plans and programs are designed". "The CMDC uses a disciplined pay-for-performance 
framework to make executive compensation decisions ... , while considering other relevant factors, 
including market practices" (p.38). Such a philosophy without consideration of social factors 
guided the CMDC to award our CEO total compensation $27,701,709 in 2014, 135% increase from 
2013 (p.58). 

Meanwhile, according to Wall Street Journal: "Two fifths of the population of developed countries 
have gained little over recent decades" (OECD Says Rise in Inequality Is Hurting Growth, May 
22-24, 2015). According to Thomas Piketty's study Capital in the Twenty-First Century (The 
Belknap Press of Harvard University Press, 2014), "there is absolutely no doubt that the increase of 
inequality in the United States contributed to the nation's financial instability." (p.297) "The 
increase was largely the result of an unprecedented increase in wage inequality and in particular the 
emergence of extremely high remunerations at the summit of the wage hierarchy, particularly 
among top managers of large firms."(p.298) "The financial professions are about twice as 
common in the very high income groups as in the economy overall." (p.303) "Because it is 
objectively difficult to measure individual contributions to a firm's output, top managers found it 
relatively easy to persuade boards and stockholders that they were worth the money, especially 
since the members of compensation committees were often chosen in a rather incestuous manner." 
(p.510) 

Many Americans agree with Senator Bernie Sanders: "The six largest financial institutions in this 
country today hold assets equal to about 60% of the nation's gross domestic product. These six 
banks issue more than two-thirds of all credit cards and over 35 percent of all mortgages. They 
control 95 percent of all derivatives and hold more than 40 percent of all bank deposits in the 
United States." "These institutions have acquired too much economic and political power, 
endangering our economy and our political process." "Our banking system must be part of the 
productive, job-creating productive economy." 
(https://berniesanders.com/issues/reforming-wall-street/) 

For the purpose of this proposal, the Board or the CMDC has the flexibility to select relevant social 
factors, such as economic condition, unemployment and average income. 
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 p
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 o
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 C
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e.

 
W

e 
ha

ve
 m

ad
e 

it 
ea

si
er

 fo
r 

em
pl

oy
ee

s 
to

 re
po

rt
 a

ny
 

kn
ow

n 
or

 s
us

pe
ct

ed
 v

io
la

tio
ns

 o
f t

he
 C

od
e 

vi
a 

th
e 

Co
de

 
Re

po
rt

in
g 

H
ot

lin
e 

by
 p

ho
ne

, w
eb

, e
m

ai
l, 

m
ai

l o
r 

fa
x.

 T
he

 
ho

tli
ne

 is
 a

no
ny

m
ou

s,
 e

xc
ep

t i
n 

ce
rt

ai
n 

no
n-

U.
S.

 ju
ri

s-
di

ct
io

ns
 w

he
re

 la
w

s 
pr

oh
ib

it 
an

on
ym

ou
s 

re
po

rt
in

g,
 a

nd
 

is
 a

va
ila

bl
e 

24
/7

 g
lo

ba
lly

, w
ith

 tr
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 c
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ra
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t D
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t D
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, c
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 p
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t d
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at
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 r
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 p
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 c
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 m
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 r
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 c
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f m
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at
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t c
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m
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at
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 m
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 p
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 c
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 c
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t d
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 p
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f p
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 re
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 c
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 re
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at

 fu
nc

tio
n.
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r t
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at
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 C
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 c
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 c
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 c
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 m
an

ag
em

en
t t

o 
em

ph
as

iz
e 

th
e 

co
m

pa
ny
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 c
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 c
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 o
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 p
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 c

om
pa

ny
’s 

co
m

pe
ns

at
io

n 
an

d 
pe

rf
or

-
m

an
ce

 m
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t p
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at
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 m

ee
tin

gs
 w

ith
 th
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 c
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y 
to

 b
ea

r 
a 

lo
ss

)

in
cl

ud
es

 e
va

lu
at

in
g 

th
e 

co
m

pl
ex

ity
 o

f t
he

 p
ro

du
ct

 
an

d 
its

 le
ve

l o
f r

is
k 

ad
di

tio
na

l l
ev

el
 o

f c
he

ck
s 

an
d 

ba
la

nc
es

In
ve

st
in

g 
in

 te
ch

no
lo

gy

Te
ch

no
lo

gy
 is

 a
 c

ri
tic

al
 to

ol
 in

 e
nh

an
ci

ng
 o

ur
 c

on
tr

ol
 

eff
or

ts
, e

na
bl

in
g 

us
 to

 a
ut

om
at

e 
pr

ev
io

us
ly

 m
an

ua
l 

pr
oc

es
se

s 
an

d 
co

nt
ro

ls
 to

 r
ed

uc
e 

co
m

pl
ex

ity
 a

nd
 

im
pr

ov
e 

ac
cu

ra
cy

. I
n 

ad
di

tio
n 

to
 in

ve
st

m
en

ts
 m

ad
e 

by
 

co
nt

ro
l f

un
ct

io
ns

, e
ac

h 
lin

e 
of

 b
us

in
es

s 
ha

s 
in

ve
st

ed
 

si
gn

ifi
ca

nt
ly

 in
 im

pr
ov

in
g 

co
nt

ro
l-r

el
at

ed
 te

ch
no

lo
gy

. 
Sp

ec
ifi

ca
lly

, t
he

 li
ne

s 
of

 b
us

in
es

s 
ar

e 
im

pl
em

en
tin

g 
si

gn
ifi

ca
nt

 te
ch

no
lo

gy
 im

pr
ov

em
en

ts
 r

el
at

ed
 to

 A
M

L 
an

d 
KY

C 
pr

og
ra

m
s,

 in
cl

ud
in

g:

al
l c

lie
nt

s,
 ta

ilo
re

d 
to

 th
e 

sp
ec

ifi
c 

ch
ar

ac
te

ri
st

ic
s,

 
ri

sk
 p

ro
fil

es
, i

nf
or

m
at

io
n 

re
qu

ire
m

en
ts

 a
nd

 e
va

l-
ua

tio
n 

cr
ite

ri
a 

of
 d

iff
er

en
t c

lie
nt

 ty
pe

s.
 T

he
 n

ew
 

KY
C 

sy
st

em
s 

al
so

 in
cl

ud
e 

ac
co

un
t a

nd
 p

ro
du

ct
 d

ue
 

di
lig

en
ce

 fo
r 

ri
sk

ie
r 

pr
od

uc
t t

yp
es

 a
nd

 a
n 

O
ffi

ce
 o

f 
Fo

re
ig

n 
As

se
ts

 C
on

tr
ol

 o
nb

oa
rd

in
g 

qu
es

tio
nn

ai
re

ac
tiv

ity
-s

pe
ci

fic
 tr

ig
ge

rs
 to

 e
sc

al
at

e 
ce

rt
ai

n 
si

tu
at

io
ns

 
to

 K
YC

 a
nd

 G
FC

C 
ex

pe
rt

s 
fo

r f
ur

th
er

 re
vi

ew
 a

s 
ne

ed
ed

. 
Th

is
 a

ls
o 

in
cl

ud
es

 c
ha

nn
el

s 
al

lo
w

in
g 

ou
r f

ro
nt

-li
ne

 
em

pl
oy

ee
s 

to
 ro

ut
e 

in
fo

rm
at

io
n 

re
ga

rd
in

g 
po

te
nt

ia
lly

 
su

sp
ic

io
us

 a
ct

iv
ity

 to
 o

ur
 In

ve
st

ig
at

io
ns

 te
am

sy
st

em
s 

to
 e

nh
an

ce
 c

om
pl

ia
nc

e 
w

ith
 o

ur
 re

gu
la

to
ry

 
re

po
rt

in
g 

ob
lig

at
io

ns
 

-
ac

tio
n 

m
on

ito
ri

ng
 a

nd
 s

an
ct

io
ns

 s
cr

ee
ni

ng
. F

or
 

ex
am

pl
e,

 in
st

ea
d 

of
 h

av
in

g 
m

ul
tip

le
 s

ep
ar

at
e 

sa
nc

tio
ns

 s
cr

ee
ni

ng
 s

ol
ut

io
ns

, t
he

 li
ne

s 
of

 b
us

in
es

s 
w

ill
 u

se
 th

e 
fir

m
w

id
e 

sa
nc

tio
ns

 s
cr

ee
ni

ng
 u

til
ity

, 
w

hi
ch

 b
ri

ng
s 

co
ns

is
te

nc
y 

an
d 

in
cr

ea
se

d 
tr

an
sp

ar
en

cy
 

to
 s

an
ct

io
ns

 s
cr

ee
ni

ng
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 fa
ci

lit
at

e 
be

tt
er

 m
on

ito
ri

ng
 a

nd
 m

an
ag

em
en

t o
f t

he
 

co
m

pa
ny

’s 
co

nt
ro

l e
nv

iro
nm

en
t, 

O
ve

rs
ig

ht
 &

 C
on

tr
ol

 h
as

 
es

ta
bl

is
he

d 
a 

te
ch

no
lo

gy
-e

na
bl

ed
 C

on
tr

ol
s 

Ro
om

 a
t o

ur
 

co
rp

or
at

e 
he

ad
qu

ar
te

rs
. T

he
 C

on
tr

ol
s 

Ro
om

 m
ai

nt
ai

ns
 a

 
re

po
si

to
ry

 o
f fi

rm
w

id
e 

co
nt

ro
l-r

el
at

ed
 in

fo
rm

at
io

n 
an

d 
en

ab
le

s 
ra

pi
d 

ac
ce

ss
 to

 re
le

va
nt

 d
at

a,
 re

po
rt

in
g 

ca
pa

bi
l-

iti
es

 a
nd

 s
op

hi
st

ic
at

ed
 a

na
ly

tic
s.

 It
 h

as
 a

 c
en

tr
al

 te
am

 o
f 

da
ta

 s
ci

en
tis

ts
 a

nd
 re

po
rt

in
g 

an
al

ys
ts

.

Si
m

pl
if

yi
ng

 a
nd

 d
e-

ri
sk

in
g 

ou
r 

bu
si

ne
ss

 

O
ur

 li
ne

s 
of

 b
us

in
es

s 
ha

ve
 u

nd
er

ta
ke

n 
an

 a
gg

re
s-

si
ve

 p
ro

gr
am

 to
 s

im
pl

ify
 a

nd
 d

e-
ri

sk
 o

ur
 b

us
in

es
s.

 
Sp

ec
ifi

ca
lly

, o
ur

 b
us

in
es

se
s 

lo
ok

ed
 to

 e
lim

in
at

e 
pr

od
uc

ts
 

an
d 

se
rv

ic
es

 th
at

 a
re

 n
ot

 e
ss

en
tia

l t
o 

se
rv

in
g 

ou
r 

cu
st

om
er

s 
or

 p
ro

m
ot

in
g 

ou
r 

bu
si

ne
ss

es
 a

nd
 to

 d
is

co
n-

tin
ue

 c
er

ta
in

 b
us

in
es

s 
w

ith
 s

el
ec

t c
lie

nt
s.

 T
hi

s 
en

ab
le

s 
ou

r 
bu

si
ne

ss
es

 to
 fo

cu
s 

on
 th

e 
m

os
t i

m
po

rt
an

t a
ct

iv
iti

es
 

fo
r 

ou
r 

co
re

 c
lie

nt
s 

an
d 

be
tt

er
 m

an
ag

e 
ou

r 
op

er
at

io
na

l, 
re

gu
la

to
ry

 a
nd

 le
ga

l r
is

ks
. 

To
 d

et
er

m
in

e 
ho

w
 to

 s
im

pl
ify

 a
nd

 d
e-

ri
sk

 o
ur

 b
us

in
es

s,
 

ea
ch

 li
ne

 o
f b

us
in

es
s 

co
nd

uc
te

d 
du

e 
di

lig
en

ce
 o

n 
its

 
po

rt
fo

lio
 to

 re
vi

ew
 a

 v
ar

ie
ty

 o
f f

ac
to

rs
, i

nc
lu

di
ng

:

cu
st

om
er

s 
fo

r w
hi

ch
 m

on
ey

 la
un

de
rin

g 
ris

k 
is

 to
o 

hi
gh

fo
r w

hi
ch

 v
al

ue
 to

 o
ur

 c
us

to
m

er
s 

do
es

 n
ot

 m
ee

t c
os

ts
, 

in
cl

ud
in

g 
co

m
pl

ia
nc

e 
an

d 
ris

k 
m

an
ag

em
en

t c
os

ts

Ex
am

pl
es

 o
f d

e-
ris

ki
ng

 th
ro

ug
h 

th
e 

el
im

in
at

io
n 

of
 

pr
od

uc
ts

 a
nd

 s
er

vi
ce

s 
th

at
 a

re
 n

ot
 c

or
e 

to
 o

ur
 c

us
to

m
er

s 
or

 th
at

 h
av

e 
ou

ts
iz

ed
 o

pe
ra

tio
na

l r
is

k 
in

cl
ud

e:
 

 

Ex
am

pl
es

 o
f d

e-
ri

sk
in

g 
th

ro
ug

h 
cl

ie
nt

 s
el

ec
tio

n 
an

d 
di

sc
on

tin
ua

tio
n 

of
 c

er
ta

in
 b

us
in

es
s 

w
ith

 s
el

ec
t c

lie
nt

s 
in

cl
ud

e:

cl
ie

nt
s

ex
po

se
d 

pe
rs

on
s

Im
po

rt
an

tly
, w

e 
do

 n
ot

 b
el

ie
ve

 th
es

e 
ch

an
ge

s 
w

ill
 

ad
ve

rs
el

y 
aff

ec
t o

ur
 c

or
e 

fr
an

ch
is

es
. W

hi
le

 d
ev

el
op

in
g 

an
d 

pi
lo

tin
g 

ne
w

 p
ro

du
ct

s,
 s

er
vi

ce
s 

an
d 

bu
si

ne
ss

 li
ne

s 
is

 a
 c

ri
tic

al
 p

ar
t o

f w
ha

t w
e 

do
, s

o,
 to

o,
 is

 th
e 

pr
oc

es
s 

of
 

re
gu

la
rl

y 
an

d 
ca

re
fu

lly
 p

ru
ni

ng
 th

os
e 

ite
m

s 
th

at
 h

av
e 

no
t m

et
 o

ur
 e

xp
ec

ta
tio

ns
 o

r 
th

at
 d

o 
no

t fi
t w

ith
 o

ur
 

co
nt

ro
l e

nv
iro

nm
en

t o
r 

bu
si

ne
ss

 s
tr

at
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Ca
se

 s
tu

dy
: E

nh
an

ce
d 

co
nt

ro
ls

 fo
r 

pa
yd

ay
 le

nd
in

g 

JP
M

or
ga

n 
Ch

as
e 

do
es

 n
ot

 e
ng

ag
e 

in
 th

e 
bu

si
ne

ss
 o

f 
pa

yd
ay

 le
nd

in
g.

 H
ow

ev
er

, s
om

e 
of

 o
ur

 c
us

to
m

er
s 

do
 r

el
y 

on
 p

ay
da

y 
lo

an
s 

—
 s

m
al

l, 
sh

or
t-

te
rm

 lo
an

s 
th

at
 u

su
al

ly
 c

ar
ry

 a
 h

ig
h 

in
te

re
st

 r
at

e 
—

 fr
om

 th
ir

d-
pa

rt
y 

le
nd

er
s 

to
 m

an
ag

e 
da

y-
to

-d
ay

 e
xp

en
se

s 
an

d 
em

er
ge

nc
y 

fin
an

ci
al

 n
ee

ds
. 

Un
fo

rt
un

at
el

y,
 s

om
e 

of
 th

es
e 

th
ir

d-
pa

rt
y 

le
nd

er
s 

us
e 

un
fa

ir
 a

nd
 a

bu
si

ve
 c

ol
le

ct
io

n 
pr

ac
tic

es
 th

at
 c

an
 c

au
se

 
ou

r 
cu

st
om

er
s 

fin
an

ci
al

 h
ar

ds
hi

p.
 F

or
 e

xa
m

pl
e,

 le
nd

er
s 

m
ay

 s
ub

m
it 

po
te

nt
ia

lly
 u

na
ut

ho
ri

ze
d 

tr
an

sa
ct

io
ns

 to
 

a 
cu

st
om

er
s’

 p
ri

m
ar

y 
ba

nk
 a

nd
/o

r 
de

bi
t f

un
ds

 fr
om

 a
 

ba
nk

 a
cc

ou
nt

 m
ul

tip
le

 ti
m

es
 in

 a
 d

ay
, w

hi
ch

 c
an

 re
su

lt 
in

 
m

ul
tip

le
 re

tu
rn

ed
 it

em
 fe

es
.

Ba
nk

s 
ca

m
e 

un
de

r 
cr

iti
ci

sm
 fr

om
 re

gu
la

to
rs

 a
nd

 
co

ns
um

er
 a

dv
oc

ac
y 

gr
ou

ps
 fo

r 
no

t l
im

iti
ng

 s
om

e 
pa

yd
ay

 
le

nd
er

s’
 c

ol
le

ct
io

n 
pr

ac
tic

es
. A

s 
a 

re
su

lt,
 w

e 
re

vi
ew

ed
 

ou
r 

po
lic

ie
s,

 s
ys

te
m

s 
an

d 
pr

oc
es

se
s 

to
 d

ec
re

as
e 

fin
an

ci
al

 b
ur

de
ns

 o
n 

ou
r 

cu
st

om
er

s 
an

d 
hi

nd
er

 p
ay

da
y 

le
nd

er
s’

 a
bi

lit
y 

to
 e

ng
ag

e 
in

 p
re

da
to

ry
 c

ol
le

ct
io

n 
pr

ac
tic

es
. S

om
e 

of
 th

e 
im

pr
ov

em
en

ts
 w

e 
ha

ve
 m

ad
e 

ar
e 

di
sc

us
se

d 
be

lo
w

.

El
im

in
at

in
g 

m
ul

ti
pl

e 
re

tu
rn

ed
 it

em
 fe

es

In
 th

e 
pa

st
, w

he
n 

pa
yd

ay
 le

nd
er

s 
at

te
m

pt
ed

 to
 d

eb
it 

fu
nd

s 
fr

om
 a

n 
ac

co
un

t m
ul

tip
le

 ti
m

es
 in

 o
ne

 d
ay

, a
n 

ac
co

un
t w

as
 c

ha
rg

ed
 a

 m
ax

im
um

 o
f t

hr
ee

 re
tu

rn
ed

 
ite

m
 fe

es
 p

er
 d

ay
. W

e 
re

vi
se

d 
ou

r 
po

lic
ie

s 
an

d 
sy

st
em

s 
so

 th
at

 a
cc

ou
nt

s 
w

ou
ld

 b
e 

ch
ar

ge
d 

a 
re

tu
rn

ed
 it

em
 fe

e 
on

ly
 o

nc
e 

pe
r 

m
on

th
 fo

r 
th

e 
sa

m
e 

pa
ym

en
t r

eq
ue

st
. 

Th
is

 h
as

 re
su

lte
d 

in
 a

 3
4%

 d
ec

re
as

e 
in

 to
ta

l r
et

ur
ne

d 
ite

m
 fe

es
 fo

r 
ou

r 
cu

st
om

er
s.

En
ha

nc
ed

 p
ol

ic
y 

tr
ai

ni
ng

 a
nd

 s
ys

te
m

s 
fo

r 
st

op
 

pa
ym

en
t r

eq
ue

st
s

O
ur

 re
vi

ew
 re

ve
al

ed
 th

at
 s

om
e 

cu
st

om
er

s 
fo

un
d 

it 
di

ffi
cu

lt 
to

 in
iti

at
e 

st
op

 p
ay

m
en

t r
eq

ue
st

s 
an

d 
th

at
 p

ay
da

y 
le

nd
er

s 
co

ul
d 

av
oi

d 
be

in
g 

su
bj

ec
t t

o 
a 

st
op

 p
ay

m
en

t b
y 

su
bm

itt
in

g 
tr

an
sa

ct
io

ns
 o

f v
ar

yi
ng

 
am

ou
nt

s.
 A

s 
a 

re
su

lt,
 w

e 
m

ad
e 

it 
ea

si
er

 fo
r 

cu
st

om
er

s 
to

 in
iti

at
e 

st
op

 p
ay

m
en

ts
 a

nd
 im

pr
ov

ed
 o

ur
 s

ys
te

m
s 

by
: 

on
 e

xi
st

in
g 

po
lic

ie
s 

fo
r 

ta
ki

ng
 a

nd
 p

ro
ce

ss
in

g 
st

op
 

pa
ym

en
t r

eq
ue

st
s

by
 a

 m
er

ch
an

t s
ub

je
ct

 to
 a

 s
to

p 
pa

ym
en

t r
eq

ue
st

 
w

ou
ld

 b
e 

re
je

ct
ed

 e
ve

n 
w

he
re

 th
e 

tr
an

sa
ct

io
n 

am
ou

nt
s 

va
ri

ed
 

Si
nc

e 
th

es
e 

ch
an

ge
s,

 s
to

p 
pa

ym
en

t r
eq

ue
st

s 
ha

ve
 

in
cr

ea
se

d 
by

 a
pp

ro
xi

m
at

el
y 

30
%

, a
nd

 th
e 

nu
m

be
r 

 
of

 a
ut

om
at

ed
 c

le
ar

in
g 

ho
us

e 
de

bi
t t

ra
ns

ac
tio

ns
  

th
at

 w
er

e 
re

tu
rn

ed
 d

ue
 to

 a
 s

to
p 

pa
ym

en
t r

os
e 

by
  

ap
pr

ox
im

at
el

y 
15

0%
.
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N
AC

H
A 

in
it

ia
ti

ve
s

W
e 

ar
e 

w
or

ki
ng

 c
lo

se
ly

 w
ith

 th
e 

N
at

io
na

l A
ut

om
at

ed
 

Cl
ea

ri
ng

 H
ou

se
 A

ss
oc

ia
tio

n 
(N

AC
H

A)
 to

 d
ev

el
op

 n
ew

 
st

an
da

rd
s 

to
 a

dd
re

ss
 c

on
ce

rn
s 

re
la

tin
g 

to
 p

ay
da

y 
le

nd
er

 p
ra

ct
ic

es
. E

nh
an

ce
m

en
ts

 in
 w

hi
ch

 w
e 

ha
ve

 b
ee

n 
in

vo
lv

ed
 in

cl
ud

e:
 

w
ill

 a
llo

w
 N

AC
H

A 
to

 in
iti

at
e 

an
 in

qu
ir

y 
pr

oc
es

s 
in

to
 

or
ig

in
at

or
s 

th
at

 h
av

e 
ex

ce
ss

iv
e 

re
tu

rn
s

en
tit

ie
s 

th
at

 h
av

e 
un

au
th

or
iz

ed
 a

ut
om

at
ed

 c
le

ar
in

g 
ho

us
e 

de
bi

t t
ra

ns
ac

tio
ns
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tu

rn
ed

 

W
e 

ar
e 

op
po

se
d 

to
 u

nf
ai

r, 
ab

us
iv

e 
or

 il
le

ga
l a

ct
iv

ity
 

by
 p

ay
da

y 
le

nd
er

s.
 N

ot
 a

ll 
pa

yd
ay

 le
nd

er
s 

en
ga

ge
 in

 
th

es
e 

pr
ed

at
or

y 
ac

tiv
iti

es
, b

ut
 fo

r 
th

os
e 

th
at

 d
o,

 w
e 

ar
e 

co
m

m
itt

ed
 to

 h
el

p 
pr

ot
ec

t o
ur

 c
us

to
m

er
s.

Ac
co

un
t c

lo
su

re
 w

it
h 

a 
pe

nd
in

g 
tr

an
sa

ct
io

n 
an

d/
or

 a
 n

eg
at

iv
e 

ba
la

nc
e

Un
de

r 
ou

r 
pr

io
r 

po
lic

y,
 a

 c
us

to
m

er
 w

as
 n

ot
 a

bl
e 

to
 c

lo
se

 
hi

s 
or

 h
er

 a
cc

ou
nt

 if
, f

or
 e

xa
m

pl
e,

 th
e 

ac
co

un
t h

ad
 a

 
pe

nd
in

g 
tr

an
sa

ct
io

n 
or

 a
 n

eg
at

iv
e 

ba
la

nc
e.

 A
s 

a 
re

su
lt,

 
pa

yd
ay

 le
nd

er
s 

co
ul

d 
co

nt
in

ue
 to

 s
ub

m
it 

pa
ym

en
t 

re
qu

es
ts

 to
 a

n 
ac

co
un

t a
 c

us
to

m
er

 w
as

 tr
yi

ng
 to

 c
lo

se
, 

w
hi

ch
 le

d 
to

 a
dd

iti
on

al
 re

tu
rn

ed
 it

em
 fe

es
 a

nd
 th

e 
cu

st
om

er
’s 

co
nt

in
ue

d 
in

ab
ili

ty
 to

 c
lo

se
 a

n 
ac

co
un

t. 

To
 m

ak
e 

it 
ea

si
er

 fo
r 

cu
st

om
er

s 
to

 c
lo

se
 a

n 
ac

co
un

t, 
ou

r 
sy

st
em

s 
an

d 
po

lic
ie

s 
w

er
e 

re
vi

se
d 

so
 th

at
 a

cc
ou

nt
s 

ca
n 

be
 c

lo
se

d 
ev

en
 if

 th
er

e 
is

 a
n 

op
en

 o
r 

pe
nd

in
g 

ch
ar

ge
 

or
 if

 a
n 

ac
co

un
t h

as
 a

 n
eg

at
iv

e 
ba

la
nc

e.
 A

ft
er

 th
es

e 
ch

an
ge

s,
 a

pp
ro

xi
m

at
el

y 
15

%
 to

 2
0%

 o
f t

he
 a

cc
ou

nt
s 

cl
os

ed
 e

ac
h 

m
on

th
 h

av
e 

a 
pe

nd
in

g 
tr

an
sa

ct
io

n 
or

 a
 

ne
ga

tiv
e 

ba
la

nc
e 

at
 th

e 
tim

e 
a 

cu
st

om
er

 re
qu

es
ts

 
cl

os
in

g 
an

 a
cc

ou
nt

. 

H
O

W
 W

E 
D

O
 B

U
SI

N
ES

S 
 —

 O
U

R
 C

O
N

TR
O

L 
EN

V
IR

O
N

M
EN

T
3838

H
O

W
 W

E 
D

O
 B

U
SI

N
ES

S 
 —

 O
U

R
 C

O
N

TR
O

L 
EN

V
IR

O
N

M
EN

T
FI

R
ST

 L
IN

E 
O

F 
D

EF
EN

SE



H
O

W
 W

E 
D

O
 B

U
SI

N
ES

S 
 —

 O
U

R
 C

O
N

TR
O

L 
EN

V
IR

O
N

M
EN

T
39

Bu
ild

in
g 

an
d 

st
re

ng
th

en
in

g 
O

ve
rs

ig
ht

 &
 

Co
nt

ro
l

O
ve

rs
ig

ht
 &

 C
on

tr
ol

 w
as

 e
st

ab
lis

he
d 

in
 2

01
2 

to
 b

ri
ng

 
gr

ea
te

r 
fo

cu
s 

an
d 

di
sc

ip
lin

e 
to

 o
ur

 c
on

tr
ol

 e
ffo

rt
s 

bo
th

 
w

ith
in

 a
nd

 a
cr

os
s 

ou
r 

lin
es

 o
f b

us
in

es
s,

 c
or

po
ra

te
 

fu
nc

tio
ns

 a
nd

 re
gi

on
s.

 T
he

 c
om

pa
ny

 h
as

 d
ev

ot
ed

 
su

bs
ta

nt
ia

l r
es

ou
rc

es
 to

 fo
rm

al
iz

in
g 

th
e 

O
ve

rs
ig

ht
 &

 
Co

nt
ro

l f
un

ct
io

n.
 T

he
 fu

nc
tio

n 
w

ill
 h

av
e 

m
or

e 
th

an
 2

,4
00

 
em

pl
oy

ee
s 

by
 th

e 
en

d 
of

 2
01

4 
th

ro
ug

h 
a 

co
m

bi
na

tio
n 

of
 th

e 
re

de
pl

oy
m

en
t o

f e
xi

st
in

g 
st

aff
 d

oi
ng

 th
is

 ty
pe

 o
f 

w
or

k 
an

d 
ne

w
 h

ire
s.

 

Th
e 

Ch
ie

f C
on

tr
ol

 O
ffi

ce
r 

re
po

rt
s 

to
 th

e 
Ch

ie
f O

pe
ra

tin
g 

O
ffi

ce
r 

of
 th

e 
co

m
pa

ny
 a

nd
 p

ar
tn

er
s 

cl
os

el
y 

w
ith

 th
e 

Ch
ie

f C
om

pl
ia

nc
e 

O
ffi

ce
r, 

Ch
ie

f R
is

k 
O

ffi
ce

r, 
Ge

ne
ra

l 
Co

un
se

l a
nd

 b
us

in
es

s 
he

ad
s,

 a
m

on
g 

ot
he

rs
. L

in
e 

of
 

bu
si

ne
ss

 a
nd

 c
or

po
ra

te
 fu

nc
tio

n 
Co

nt
ro

l O
ffi

ce
rs

 d
ua

lly
 

re
po

rt
 in

to
 th

ei
r 

lin
e 

of
 b

us
in

es
s 

or
 c

or
po

ra
te

 fu
nc

tio
n 

an
d 

th
e 

Ch
ie

f C
on

tr
ol

 O
ffi

ce
r. 

O
ve

rs
ig

ht
 &

 C
on

tr
ol

 a
ls

o 
in

cl
ud

es
 s

ev
er

al
 c

en
tr

al
 te

am
s 

re
po

rt
in

g 
to

 th
e 

Ch
ie

f 
Co

nt
ro

l O
ffi

ce
r, 

in
cl

ud
in

g 
th

e 
Co

nt
ro

ls
 R

oo
m

 te
am

, t
he

 
Su

pe
rv

is
or

y 
Re

gu
la

to
ry

 S
tr

at
eg

y 
te

am
 a

nd
 th

e 
Pr

oc
es

s 
& 

Co
nt

ro
l O

ve
rs

ig
ht

 te
am

.

Ar
ea

s 
of

 fo
cu

s 
fo

r 
O

ve
rs

ig
ht

 &
 C

on
tr

ol
 in

cl
ud

e:

En
d-

to
-e

nd
 o

ve
rs

ig
ht

 o
f i

ss
ue

 m
an

ag
em

en
t —

 
Id

en
tifi

ca
tio

n,
 m

ea
su

re
m

en
t, 

m
on

ito
ri

ng
 a

nd
 

m
an

ag
em

en
t o

f r
is

ks
 a

nd
 s

tr
en

gt
he

ni
ng

 o
f c

on
tr

ol
s 

an
d 

se
lf-

id
en

tifi
ca

tio
n 

pr
oc

es
se

s

St
an

da
rd

iz
ed

 r
ep

or
ti

ng
 a

nd
 a

na
ly

si
s 

of
 is

su
es

 fo
r 

tr
en

ds
 a

nd
 p

ot
en

ti
al

 im
pa

ct
 to

 o
th

er
 b

us
in

es
se

s 
an

d 
fu

nc
ti

on
s 

—
 R

eg
ul

ar
 re

po
rt

in
g 

an
d 

es
ca

la
tio

n 
of

 c
on

tr
ol

-r
el

at
ed

 is
su

es
 in

 th
e 

lin
es

 o
f b

us
in

es
s,

 
fu

nc
tio

ns
 a

nd
 re

gi
on

s 
an

d 
co

ns
id

er
at

io
n 

of
 p

ot
en

tia
l 

ap
pl

ic
ab

ili
ty

 to
 o

th
er

 re
le

va
nt

 a
re

as

Su
st

ai
na

bl
e 

re
m

ed
ia

ti
on

 (i
nc

lu
di

ng
 r

eg
ul

at
or

y 
is

su
es

) —
 D

ev
el

op
m

en
t o

f a
 c

on
si

st
en

t a
pp

ro
ac

h 
to

 (i
) r

es
ol

ve
 c

on
tr

ol
 is

su
es

 in
 a

 ti
m

el
y 

m
an

ne
r, 

(ii
) 

ad
dr

es
s 

ro
ot

 c
au

se
s 

(n
ot

 s
ym

pt
om

s)
, a

nd
 (i

ii)
 e

ns
ur

e 
ac

tio
ns

 ta
ke

n 
ar

e 
su

st
ai

na
bl

e 
ov

er
 th

e 
lo

ng
 te

rm

M
aj

or
 c

on
tr

ol
 p

ro
gr

am
s 

—
 Im

pl
em

en
ta

tio
n 

of
  

ri
sk

 a
nd

 c
on

tr
ol

 s
el

f-
as

se
ss

m
en

ts
 (d

es
cr

ib
ed

  
be

lo
w

), 
as

 w
el

l a
s 

ei
th

er
 d

ire
ct

 o
w

ne
rs

hi
p 

or
 p

ro
gr

am
 

ov
er

si
gh

t o
f t

he
 c

om
pa

ny
’s 

en
te

rp
ris

e-
w

id
e 

pr
og

ra
m

s 
(d

es
cr

ib
ed

 o
n 

pa
ge

 3
0)

, s
uc

h 
as

 o
ur

 N
ew

 B
us

in
es

s 
In

iti
at

iv
e 

Ap
pr

ov
al

 p
ro

ce
ss

 a
nd

 th
ir

d-
pa

rt
y 

ov
er

si
gh

t, 
am

on
g 

ot
he

rs

Co
nt

ro
l g

ov
er

na
nc

e 
m

od
el

 —
 E

xe
cu

tio
n 

of
 th

is
 m

od
el

 
w

ith
in

 th
e 

lin
es

 o
f b

us
in

es
s,

 fu
nc

tio
ns

 a
nd

 re
gi

on
s

Im
pl

em
en

ti
ng

 R
is

k 
an

d 
Co

nt
ro

l  
Se

lf-
As

se
ss

m
en

ts

Co
nt

ro
l O

ffi
ce

rs
 h

av
e 

im
pl

em
en

te
d 

a 
co

m
m

on
 r

is
k 

an
d 

co
nt

ro
l s

el
f-a

ss
es

sm
en

t p
ro

ce
ss

, w
hi

ch
 w

as
 d

es
ig

ne
d 

by
 

Ri
sk

 a
s 

pa
rt

 o
f a

 b
ro

ad
er

 o
pe

ra
tio

na
l r

is
k 

m
an

ag
em

en
t 

fr
am

ew
or

k.
 T

he
 C

on
tr

ol
s 

Ro
om

 w
ith

in
 O

ve
rs

ig
ht

 &
 

Co
nt

ro
l f

ac
ili

ta
te

s 
co

ns
is

te
nt

 im
pl

em
en

ta
tio

n 
of

 r
is

k 
an

d 
co

nt
ro

l s
el

f-a
ss

es
sm

en
ts

 b
y 

Co
nt

ro
l O

ffi
ce

rs
. T

he
 

pr
og

ra
m

 p
ro

vi
de

s 
co

m
m

on
 s

ta
nd

ar
ds

 fo
r 

al
l l

in
es

 o
f 

bu
si

ne
ss

 a
nd

 fu
nc

tio
ns

 to
: 

pl
ac

e 
to

 m
iti

ga
te

 k
ey

 ri
sk

s

lo
ss

es
, o

pe
ra

tio
na

l f
ai

lu
re

s,
 re

gu
la

to
ry

 im
pa

ct
 o

r 
in

te
rn

al
 p

ol
ic

y 
vi

ol
at

io
ns

-
ne

ss
es

, w
ith

 s
pe

ci
fic

 a
cc

ou
nt

ab
ili

ty
 a

nd
 re

sp
on

si
bi

lit
y 

as
si

gn
ed

 fo
r 

tim
el

y 
re

so
lu

tio
n

im
pr

ov
em

en
t p

ri
or

iti
es

 

Th
e 

as
se

ss
m

en
t o

f r
is

ks
 a

nd
 c

on
tr

ol
s 

is
 a

n 
on

go
in

g 
pr

oc
es

s 
th

at
 re

qu
ire

s 
fo

rm
al

 re
vi

ew
 a

t l
ea

st
 a

nn
ua

lly
.

FI
R

ST
 L

IN
E 

O
F 

D
EF

EN
SE

H
O

W
 W

E 
D

O
 B

U
SI

N
ES

S 
 —

 O
U

R
 C

O
N

TR
O

L 
EN

V
IR

O
N

M
EN

T
40 CO

N
TR

O
L 

FU
N

CT
IO

N
S

Ac
ro

ss
 th

e 
co

m
pa

ny
, w

e 
ha

ve
 m

ad
e 

su
bs

ta
nt

ia
l i

nv
es

t-
m

en
ts

 a
nd

 tr
an

sf
or

m
at

iv
e 

ch
an

ge
s 

ai
m

ed
 a

t s
tr

en
gt

h-
en

in
g 

ou
r 

co
nt

ro
l f

un
ct

io
ns

. O
ur

 e
nd

-t
o-

en
d 

co
nt

ro
l 

ag
en

da
 fo

cu
se

s 
on

 e
ar

ly
 is

su
e 

id
en

tifi
ca

tio
n,

 s
w

ift
 

es
ca

la
tio

n 
an

d 
su

st
ai

na
bl

e 
re

m
ed

ia
tio

n.
 In

 a
dd

iti
on

 to
 

O
ve

rs
ig

ht
 &

 C
on

tr
ol

, t
he

 fo
llo

w
in

g 
fo

ur
 fu

nc
tio

ns
 a

re
 

pa
rt

 o
f o

ur
 c

on
tr

ol
 fr

am
ew

or
k:

O
ve

rs
ig

ht
 &

 C
on

tr
ol

 is
 d

es
cr

ib
ed

 o
n 

pr
ev

io
us

 p
ag

es
 in

 th
is

 
se

ct
io

n.
 C

on
si

st
en

t w
ith

 it
s 

w
or

k 
as

 p
ar

t o
f t

he
 b

us
in

es
se

s,
 

Ov
er

si
gh

t &
 C

on
tr

ol
 h

as
 C

on
tr

ol
 O

ffi
ce

rs
 e

m
be

dd
ed

 in
 

ea
ch

 o
f t

he
 fu

nc
tio

ns
. T

he
y 

re
po

rt
 d

ire
ct

ly
 to

 th
ei

r r
es

pe
c-

tiv
e 

fu
nc

tio
n 

an
d 

ha
ve

 a
n 

ad
di

tio
na

l r
ep

or
tin

g 
lin

e 
to

 th
e 

co
m

pa
ny

’s 
Ch

ie
f C

on
tr

ol
 O

ffi
ce

r.

Th
e 

fo
llo

w
in

g 
pa

ge
s 

de
sc

ri
be

 a
ct

io
ns

 w
e 

ha
ve

 ta
ke

n 
to

 
en

ha
nc

e 
Ri

sk
, F

in
an

ce
, C

om
pl

ia
nc

e 
an

d 
Le

ga
l.

Ri
sk

 

Ri
sk

 is
 a

n 
in

he
re

nt
 p

ar
t o

f o
ur

 c
om

pa
ny

’s 
bu

si
ne

ss
 a

ct
iv

-
iti

es
. W

he
n 

w
e 

ex
te

nd
 a

 c
on

su
m

er
 o

r 
co

m
m

er
ci

al
 lo

an
, 

ad
vi

se
 c

us
to

m
er

s 
on

 th
ei

r 
in

ve
st

m
en

t d
ec

is
io

ns
, m

ak
e 

m
ar

ke
ts

 in
 s

ec
ur

iti
es

, o
r 

co
nd

uc
t a

ny
 n

um
be

r 
of

 o
th

er
 

se
rv

ic
es

 o
r 

ac
tiv

iti
es

, w
e 

ta
ke

 o
n 

so
m

e 
de

gr
ee

 o
f r

is
k.

 
W

e 
ai

m
 to

 m
an

ag
e 

an
d 

ba
la

nc
e 

ri
sk

 in
 a

 m
an

ne
r 

th
at

 
se

rv
es

 th
e 

in
te

re
st

s 
of

 o
ur

 c
lie

nt
s,

 c
us

to
m

er
s 

an
d 

sh
ar

e-
ho

ld
er

s,
 a

s 
w

el
l a

s 
th

e 
he

al
th

 o
f t

he
 fi

na
nc

ia
l s

ys
te

m
.

Th
e 

co
m

pa
ny

’s 
ap

pr
oa

ch
 to

 r
is

k 
m

an
ag

em
en

t c
ov

er
s 

a 
br

oa
d 

sp
ec

tr
um

 o
f r

is
k 

ar
ea

s,
 s

uc
h 

as
 c

re
di

t, 
m

ar
ke

t, 
liq

ui
di

ty
, m

od
el

, s
tr

uc
tu

ra
l i

nt
er

es
t r

at
e,

 p
ri

nc
ip

al
, 

co
un

tr
y,

 o
pe

ra
tio

na
l, 

fid
uc

ia
ry

 a
nd

 re
pu

ta
tio

n.
 

W
e 

be
lie

ve
 th

at
 e

ffe
ct

iv
e 

ris
k 

m
an

ag
em

en
t r

eq
ui

re
s 

ac
ce

pt
an

ce
 o

f r
es

po
ns

ib
ili

ty
 b

y 
al

l i
nd

iv
id

ua
ls

 w
ith

in
 th

e 
co

m
pa

ny
, o

w
ne

rs
hi

p 
of

 ri
sk

 m
an

ag
em

en
t w

ith
in

 e
ac

h 
lin

e 
of

 b
us

in
es

s 
an

d 
fir

m
w

id
e 

st
ru

ct
ur

es
 fo

r r
is

k 
go

ve
rn

an
ce

. 
Th

e 
co

m
pa

ny
’s 

ris
k 

m
an

ag
em

en
t f

ra
m

ew
or

k 
is

 in
te

nd
ed

 
to

 c
re

at
e 

a 
cu

ltu
re

 o
f t

ra
ns

pa
re

nc
y,

 a
w

ar
en

es
s 

an
d 

pe
rs

on
al

 re
sp

on
si

bi
lit

y 
th

ro
ug

h 
re

po
rt

in
g,

 c
ol

la
bo

ra
tio

n,
 

di
sc

us
si

on
, e

sc
al

at
io

n 
an

d 
sh

ar
in

g 
of

 in
fo

rm
at

io
n.

O
rg

an
iz

at
io

n 

Th
e 

Ri
sk

 o
rg

an
iz

at
io

n 
is

 m
an

ag
ed

 o
n 

a 
fir

m
w

id
e 

ba
si

s.
 It

 
op

er
at

es
 in

de
pe

nd
en

tly
 fr

om
 th

e 
re

ve
nu

e-
ge

ne
ra

tin
g 

bu
si

-
ne

ss
es

, w
hi

ch
 e

na
bl

es
 it

 to
 p

ro
vi

de
 c

re
di

bl
e 

ch
al

le
ng

e 
to

 
th

em
. O

ur
 C

hi
ef

 R
is

k 
Offi

ce
r (

CR
O)

 is
 th

e 
he

ad
 o

f t
he

 R
is

k 
or

ga
ni

za
tio

n 
an

d 
is

 re
sp

on
si

bl
e 

fo
r t

he
 o

ve
ra

ll 
di

re
ct

io
n 

of
 

Ri
sk

 o
ve

rs
ig

ht
. 

Th
e 

CR
O

 is
 s

up
po

rt
ed

 b
y 

in
di

vi
du

al
s 

an
d 

or
ga

ni
za

tio
ns

 
th

at
 a

lig
n 

to
 li

ne
s 

of
 b

us
in

es
s 

an
d 

fu
nc

tio
ns

, a
s 

w
el

l 
as

 o
th

er
s 

th
at

 a
lig

n 
to

 s
pe

ci
fic

 r
is

k 
ty

pe
s.

 T
he

 a
im

 o
f 

th
is

 s
tr

uc
tu

re
 is

 to
 a

ss
ig

n 
ow

ne
rs

hi
p 

an
d 

ac
co

un
t-

ab
ili

ty
 w

ith
in

 th
e 

bu
si

ne
ss

 a
re

as
 w

hi
le

 d
is

se
m

in
at

in
g 

be
st

 p
ra

ct
ic

es
 th

ro
ug

h 
de

ep
 s

ub
je

ct
 m

at
te

r 
ex

pe
rt

is
e.

 
O

ve
r 

th
e 

pa
st

 fe
w

 y
ea

rs
, w

e 
ha

ve
 m

ad
e 

a 
nu

m
be

r 
of

 
en

ha
nc

em
en

ts
 to

 o
ur

 o
rg

an
iz

at
io

na
l s

tr
uc

tu
re

 a
nd

 
st

affi
ng

, i
nc

lu
di

ng
:

fir
m

w
id

e 
Ri

sk
 fu

nc
tio

ns
 a

nd
 w

ith
in

 th
e 

lin
e 

of
 

bu
si

ne
ss

 R
is

k 
ar

ea
s.

 E
xa

m
pl

es
 in

cl
ud

e:

—
  A

pp
oi

nt
in

g 
ex

ec
ut

iv
es

 to
 o

ve
rs

ee
 m

ar
ke

t r
is

k,
 

m
od

el
 r

is
k 

an
d 

fid
uc

ia
ry

 r
is

k 
ac

ro
ss

 th
e 

co
m

pa
ny

—
 C

re
at

in
g 

or
 e

xp
an

di
ng

 ro
le

s 
w

ith
in

 th
e 

lin
e 

of
 

bu
si

ne
ss

 R
is

k 
ar

ea
s,

 s
uc

h 
as

 th
e 

ap
po

in
tm

en
t o

f 
an

 O
pe

ra
tio

na
l R

is
k 

O
ffi

ce
r 

in
 e

ac
h 

lin
e 

of
 b

us
in

es
s 

an
d 

th
e 

ap
po

in
tm

en
t o

f d
es

ig
na

te
d 

in
di

vi
du

al
s 

to
 

ov
er

se
e 

fid
uc

ia
ry

 r
is

k 
in

 e
ac

h 
lin

e 
of

 b
us

in
es

s

CO
N

TR
O

L 
FU

N
CT

IO
N

S



H
O

W
 W

E 
D

O
 B

U
SI

N
ES

S 
 —

 O
U

R
 C

O
N

TR
O

L 
EN

V
IR

O
N

M
EN

T
41

th
e 

Ri
sk

 fu
nc

tio
ns

. E
xa

m
pl

es
 in

cl
ud

e:

—
 A

pp
oi

nt
in

g 
a 

Co
nt

ro
l O

ffi
ce

r t
o 

pr
ov

id
e 

ov
er

si
gh

t o
f 

th
e 

co
nt

ro
l e

nv
iro

nm
en

t w
ith

in
 th

e 
Ri

sk
 o

rg
an

iz
at

io
n

—
 C

re
at

in
g 

Ch
ie

f F
in

an
ci

al
 O

ffi
ce

r a
nd

 C
hi

ef
 

In
fo

rm
at

io
n 

Offi
ce

r r
ol

es
 th

at
 s

pa
n 

Ri
sk

, F
in

an
ce

 
an

d 
Te

ch
no

lo
gy

 in
 o

rd
er

 to
 s

tr
en

gt
he

n 
th

e 
st

ra
te

gi
c 

bu
si

ne
ss

 s
up

po
rt

, i
nf

ra
st

ru
ct

ur
e 

an
d 

co
nt

ro
l 

fr
am

ew
or

k 
ac

ro
ss

 R
is

k,
 F

in
an

ce
 a

nd
 T

ec
hn

ol
og

y

—
 A

pp
oi

nt
in

g 
a 

fir
m

w
id

e 
Ch

ie
f D

at
a 

O
ffi

ce
r, 

as
 w

el
l 

as
 a

 D
at

a 
O

ffi
ce

r 
fo

r 
ea

ch
 li

ne
 o

f b
us

in
es

s 
to

 
dr

iv
e 

fir
m

w
id

e 
po

lic
y,

 c
on

si
st

en
t p

ro
ce

du
re

s 
an

d 
co

m
m

on
 s

ta
nd

ar
ds

 fo
r 

da
ta

 m
an

ag
em

en
t

Go
ve

rn
an

ce

Th
e 

in
de

pe
nd

en
t s

ta
tu

re
 o

f t
he

 R
is

k 
or

ga
ni

za
tio

n 
is

 
su

pp
or

te
d 

by
 a

 g
ov

er
na

nc
e 

st
ru

ct
ur

e 
th

at
 p

ro
vi

de
s 

fo
r 

es
ca

la
tio

n 
of

 r
is

k 
is

su
es

 u
p 

to
 s

en
io

r 
m

an
ag

em
en

t a
nd

 
th

e 
Bo

ar
d.

 W
e 

ha
ve

 ta
ke

n 
si

gn
ifi

ca
nt

 s
te

ps
 to

 s
tr

en
gt

he
n 

ou
r 

ri
sk

 g
ov

er
na

nc
e 

pr
ac

tic
es

 a
nd

 s
tr

uc
tu

re
, i

nc
lu

di
ng

:

sh
ar

ed
 w

ith
 th

e 
Bo

ar
d 

of
 D

ire
ct

or
s’

 R
is

k 
Po

lic
y 

Co
m

m
itt

ee
 a

nd
 e

nh
an

ci
ng

 e
ng

ag
em

en
t w

ith
 th

e 
m

em
be

rs
 o

f t
he

 c
om

m
itt

ee
. M

em
be

rs
 o

f t
he

 R
is

k 
or

ga
ni

za
tio

n 
m

ee
t w

ith
 th

e 
Bo

ar
d 

of
 D

ire
ct

or
s’

 R
is

k 
Po

lic
y 

Co
m

m
itt

ee
 o

ft
en

 to
 p

ro
vi

de
 u

pd
at

es
 o

n 
ke

y 
ri

sk
 is

su
es

. I
n 

th
ei

r 
ro

le
 a

s 
pa

rt
 o

f t
he

 fi
rs

t l
in

e 
of

 
de

fe
ns

e,
 e

ac
h 

lin
e 

of
 b

us
in

es
s 

CE
O

 a
ls

o 
pa

rt
ic

ip
at

es
 

du
ri

ng
 th

is
 u

pd
at

e 
to

 p
ro

vi
de

 a
 b

us
in

es
s 

pe
rs

pe
ct

iv
e 

co
m

m
itt

ee
 is

 th
e 

hi
gh

es
t m

an
ag

em
en

t-
le

ve
l R

is
k 

co
m

m
itt

ee
 w

ith
in

 th
e 

co
m

pa
ny

 a
nd

 is
 c

o-
ch

ai
re

d 
by

 
th

e 
co

m
pa

ny
’s 

CE
O

 a
nd

 C
RO

. I
t s

er
ve

s 
as

 a
n 

es
ca

-
la

tio
n 

po
in

t f
or

 r
is

k 
to

pi
cs

 a
nd

 is
su

es
 ra

is
ed

 b
y 

its
 

m
em

be
rs

, t
he

 li
ne

 o
f b

us
in

es
s 

Ri
sk

 c
om

m
itt

ee
s,

 a
nd

 
ot

he
r 

su
bo

rd
in

at
e 

co
m

m
itt

ee
s 

lik
e 

th
e 

Fi
rm

w
id

e 
Co

nt
ro

l C
om

m
itt

ee
, F

ir
m

w
id

e 
Fi

du
ci

ar
y 

Ri
sk

 
Co

m
m

itt
ee

, R
ep

ut
at

io
n 

Ri
sk

 c
om

m
itt

ee
s 

an
d 

re
gi

on
al

 
Ri

sk
 c

om
m

itt
ee

s

to
 th

e 
CE

O
 a

nd
 to

 th
e 

Bo
ar

d 
of

 D
ire

ct
or

s’
 R

is
k 

Po
lic

y 
Co

m
m

itt
ee

 (s
ee

 p
ag

e 
28

)

Ad
di

tio
na

l i
nf

or
m

at
io

n 
ab

ou
t i

m
pr

ov
em

en
ts

 to
 r

is
k 

go
ve

rn
an

ce
 is

 a
va

ila
bl

e 
be

gi
nn

in
g 

on
 p

ag
e 

28
. T

he
 

sc
he

m
at

ic
 o

n 
pa

ge
 2

9 
re

fle
ct

s 
th

e 
co

m
pa

ny
’s

 r
is

k 
go

ve
rn

an
ce

 s
tr

uc
tu

re
 a

nd
 c

er
ta

in
 k

ey
 m

an
ag

e-
m

en
t-

le
ve

l c
om

m
itt

ee
s 

th
at

 a
re

 p
ri

m
ar

ily
 r

es
po

ns
ib

le
 

fo
r 

ke
y 

ri
sk

-r
el

at
ed

 fu
nc

tio
ns

. T
he

re
 a

re
 a

dd
iti

on
al

 
co

m
m

itt
ee

s 
no

t r
ep

re
se

nt
ed

 in
 th

e 
ch

ar
t (

e.
g.

, s
om

e 
fu

nc
tio

na
l f

or
um

s 
th

at
 c

om
pr

is
e 

ou
r 

ri
sk

 g
ov

er
na

nc
e 

fr
am

ew
or

k)
 th

at
 a

ls
o 

ar
e 

re
sp

on
si

bl
e 

fo
r 

m
an

ag
em

en
t 

an
d 

ov
er

si
gh

t o
f r

is
k.

 

Ri
sk

 a
pp

et
it

e 

Th
e 

ri
sk

 a
pp

et
ite

 fr
am

ew
or

k 
is

 a
 to

ol
 to

 m
ea

su
re

 th
e 

co
m

pa
ny

’s 
ca

pa
ci

ty
 to

 ta
ke

 r
is

k 
ag

ai
ns

t i
ts

 s
ta

te
d 

gu
id

el
in

es
. T

he
 c

om
pa

ny
’s 

ov
er

al
l r

is
k 

ap
pe

tit
e 

is
 e

st
ab

-
lis

he
d 

by
 m

an
ag

em
en

t i
n 

ac
co

rd
an

ce
 w

ith
 th

e 
Bo

ar
d 

of
 

Di
re

ct
or

s’
 R

is
k 

Ap
pe

tit
e 

po
lic

y,
 ta

ki
ng

 in
to

 c
on

si
de

ra
tio

n 
th

e 
co

m
pa

ny
’s 

ca
pi

ta
l a

nd
 li

qu
id

ity
 p

os
iti

on
s,

 e
ar

ni
ng

s 
po

w
er

 a
nd

 d
iv

er
si

fie
d 

bu
si

ne
ss

 m
od

el
.

Va
ri

ou
s 

in
iti

at
iv

es
 h

av
e 

be
en

 u
nd

er
w

ay
 to

 im
pr

ov
e 

th
e 

co
m

pa
ny

’s 
ri

sk
 a

pp
et

ite
 fr

am
ew

or
k,

 in
cl

ud
in

g:

pr
oc

es
se

s 
to

 in
fo

rm
 d

ec
is

io
ns

 o
n 

se
tt

in
g 

th
e 

ri
sk

 
ap

pe
tit

e

ab
ou

t r
is

k 
ap

pe
tit

e

CO
N

TR
O

L 
FU

N
CT

IO
N

S
H

O
W

 W
E 

D
O

 B
U

SI
N

ES
S 

 —
 O

U
R

 C
O

N
TR

O
L 

EN
V

IR
O

N
M

EN
T

42 Ri
sk

 m
an

ag
em

en
t a

pp
ro

ac
h 

by
 r

is
k 

ar
ea

In
 it

s 
ro

le
 a

s 
an

 o
rg

an
iz

at
io

n 
in

de
pe

nd
en

t o
f t

he
 re

ve
-

nu
e-

ge
ne

ra
tin

g 
bu

si
ne

ss
es

, t
he

 R
is

k 
or

ga
ni

za
tio

n 
de

si
gn

s 
an

d 
ov

er
se

es
 a

 r
is

k 
m

an
ag

em
en

t f
ra

m
ew

or
k 

ac
ro

ss
 th

e 
co

m
pa

ny
. T

he
 fo

llo
w

in
g 

pa
ge

s 
de

sc
ri

be
 h

ow
 

w
e 

ha
ve

 e
nh

an
ce

d 
ou

r 
ab

ili
ty

 to
 m

an
ag

e 
ri

sk
.

Cr
ed

it
 r

is
k

Th
e 

co
m

pa
ny

 p
ro

vi
de

s 
cr

ed
it 

to
 a

 v
ar

ie
ty

 o
f c

us
to

m
er

s,
 

ra
ng

in
g 

fr
om

 la
rg

e 
co

rp
or

at
e 

an
d 

in
st

itu
tio

na
l c

lie
nt

s 
to

 
in

di
vi

du
al

 c
on

su
m

er
s 

an
d 

sm
al

l b
us

in
es

se
s.

 C
re

di
t r

is
k 

is
 th

e 
ri

sk
 o

f l
os

s 
ar

is
in

g 
fr

om
 th

e 
de

fa
ul

t o
f a

 c
us

to
m

er
, 

cl
ie

nt
 o

r 
co

un
te

rp
ar

ty
. T

he
 C

re
di

t R
is

k 
M

an
ag

em
en

t 
fu

nc
tio

n 
id

en
tifi

es
, m

ea
su

re
s,

 li
m

its
, m

an
ag

es
 a

nd
 

m
on

ito
rs

 c
re

di
t r

is
k 

ac
ro

ss
 o

ur
 b

us
in

es
se

s.
 

Re
ce

nt
 w

ho
le

sa
le

 c
re

di
t r

is
k 

de
ve

lo
pm

en
ts

 in
cl

ud
e:

an
d 

lim
its

 a
cr

os
s 

al
l l

in
es

 o
f b

us
in

es
s 

in
 o

rd
er

 to
 

fo
st

er
 b

es
t p

ra
ct

ic
es

-
w

or
ks

 a
nd

 a
llo

w
an

ce
 p

ro
ce

ss

Re
ce

nt
 c

on
su

m
er

 c
re

di
t r

is
k 

de
ve

lo
pm

en
ts

 in
cl

ud
e:

fin
an

ci
al

 fo
re

ca
st

in
g,

 in
cl

ud
in

g 
im

pr
ov

ed
 in

fo
rm

at
io

n 
te

ch
no

lo
gy

 a
nd

 d
at

a 
in

fr
as

tr
uc

tu
re

w
ith

 e
nh

an
ce

d 
m

et
ri

cs
 a

nd
 m

on
ito

ri
ng

Ba
nk

in
g 

bu
si

ne
ss

es
’ (

e.
g.

, B
us

in
es

s 
Ba

nk
in

g,
 D

ea
le

r 
Co

m
m

er
ci

al
 S

er
vi

ce
s)

 p
ol

ic
ie

s 
an

d 
pr

ac
tic

es
 w

ith
 

Co
m

m
er

ci
al

 B
an

ki
ng

 

M
ar

ke
t r

is
k

M
ar

ke
t r

is
k 

is
 th

e 
po

te
nt

ia
l f

or
 a

dv
er

se
 c

ha
ng

es
 in

 th
e 

va
lu

e 
of

 th
e 

co
m

pa
ny

’s 
as

se
ts

 a
nd

 li
ab

ili
tie

s 
re

su
lti

ng
 

fr
om

 c
ha

ng
es

 in
 m

ar
ke

t v
ar

ia
bl

es
. T

he
 M

ar
ke

t R
is

k 
fu

nc
tio

n 
se

ek
s 

to
 c

on
tr

ol
 r

is
k,

 fa
ci

lit
at

e 
effi

ci
en

t r
is

k/
re

tu
rn

 d
ec

is
io

ns
, r

ed
uc

e 
vo

la
til

ity
 in

 o
pe

ra
tin

g 
pe

rf
or

-
m

an
ce

 a
nd

 p
ro

vi
de

 tr
an

sp
ar

en
cy

 in
to

 th
e 

co
m

pa
ny

’s 
m

ar
ke

t r
is

k 
pr

ofi
le

. W
e 

ha
ve

 m
ad

e 
va

ri
ou

s 
en

ha
nc

e-
m

en
ts

 to
 th

e 
m

ar
ke

t r
is

k 
fr

am
ew

or
k,

 in
cl

ud
in

g:

pr
om

ot
e 

co
ns

is
te

nc
y 

ac
ro

ss
 th

e 
co

m
pa

ny
’s 

lin
e 

of
 

bu
si

ne
ss

 M
ar

ke
t R

is
k 

te
am

s

to
 in

cl
ud

e 
ad

di
tio

na
l e

sc
al

at
io

n 
of

 a
ge

d 
or

 s
ig

ni
fic

an
t 

lim
it 

br
ea

ch
es

th
e 

co
m

pa
ny

Li
qu

id
it

y 
ri

sk

Li
qu

id
ity

 r
is

k 
m

an
ag

em
en

t i
s 

in
te

nd
ed

 to
 e

ns
ur

e 
th

at
 

th
e 

co
m

pa
ny

 h
as

 th
e 

ap
pr

op
ri

at
e 

am
ou

nt
, c

om
po

si
-

tio
n 

an
d 

te
no

r 
of

 fu
nd

in
g 

an
d 

liq
ui

di
ty

 in
 s

up
po

rt
 o

f 
its

 a
ss

et
s.

 T
he

 p
ri

m
ar

y 
ob

je
ct

iv
es

 o
f e

ffe
ct

iv
e 

liq
ui

di
ty

 
m

an
ag

em
en

t a
re

 to
 e

ns
ur

e 
th

at
 th

e 
co

m
pa

ny
’s 

co
re

 
bu

si
ne

ss
es

 c
an

 m
ee

t c
on

tr
ac

tu
al

 a
nd

 c
on

tin
ge

nt
 o

bl
ig

a-
tio

ns
 th

ro
ug

h 
no

rm
al

 e
co

no
m

ic
 c

yc
le

s 
an

d 
m

ar
ke

t s
tr

es
s 

ev
en

ts
. R

ec
en

t i
m

pr
ov

em
en

ts
 in

cl
ud

e:

Ov
er

si
gh

t f
un

ct
io

n 
in

to
 th

e 
Ri

sk
 o

rg
an

iz
at

io
n,

 w
hi

ch
 

pr
ov

id
es

 in
de

pe
nd

en
t a

ss
es

sm
en

t, 
m

on
ito

rin
g,

 c
on

tr
ol

 
an

d 
tr

an
sp

ar
en

cy
 o

f l
iq

ui
di

ty
 ri

sk
s 

ac
ro

ss
 th

e 
co

m
pa

ny

CO
N

TR
O

L 
FU

N
CT

IO
N

S



H
O

W
 W

E 
D

O
 B

U
SI

N
ES

S 
 —

 O
U

R
 C

O
N

TR
O

L 
EN

V
IR

O
N

M
EN

T
43

in
cl

ud
in

g 
en

ha
nc

in
g 

st
re

ss
 te

st
in

g 
as

su
m

pt
io

ns
, 

st
re

ng
th

en
in

g 
th

e 
co

nt
ro

l a
nd

 g
ov

er
na

nc
e 

m
od

el
, 

an
d 

im
pr

ov
in

g 
id

en
tifi

ca
tio

n 
of

 li
qu

id
ity

 r
is

ks

pl
at

fo
rm

 (l
iq

ui
di

ty
 r

is
k 

in
fr

as
tr

uc
tu

re
) t

o 
m

at
er

i-
al

ly
 e

nh
an

ce
 th

e 
au

to
m

at
io

n 
of

 li
qu

id
ity

 a
nd

 s
tr

es
s 

te
st

in
g 

fu
nc

tio
na

lit
y

M
od

el
 r

is
k

Th
e 

co
m

pa
ny

 e
m

pl
oy

s 
m

od
el

s 
to

 v
al

ue
 a

nd
 m

an
ag

e 
fin

an
ci

al
 p

ro
du

ct
s,

 a
ss

es
s 

po
rt

fo
lio

 r
is

k 
an

d 
co

m
pu

te
 

ri
sk

-w
ei

gh
te

d 
as

se
ts

, i
nf

or
m

 d
ec

is
io

ns
 a

bo
ut

 e
xt

en
-

si
on

s 
of

 c
re

di
t, 

an
d 

su
pp

or
t o

r 
au

to
m

at
e 

tr
ad

in
g 

an
d 

in
ve

st
m

en
t d

ec
is

io
ns

, a
m

on
g 

ot
he

r 
pu

rp
os

es
. 

Fo
r 

ex
am

pl
e,

 v
al

ua
tio

n 
m

od
el

s 
ar

e 
em

pl
oy

ed
 b

y 
th

e 
co

m
pa

ny
 to

 v
al

ue
 c

er
ta

in
 fi

na
nc

ia
l i

ns
tr

um
en

ts
 th

at
 

ot
he

rw
is

e 
ca

nn
ot

 b
e 

va
lu

ed
 u

si
ng

 q
uo

te
d 

pr
ic

es
. T

he
se

 
va

lu
at

io
n 

m
od

el
s 

al
so

 m
ay

 b
e 

em
pl

oy
ed

 a
s 

in
pu

ts
 to

 
ri

sk
 m

an
ag

em
en

t m
od

el
s,

 in
cl

ud
in

g 
Va

lu
e-

at
-R

is
k 

(V
aR

) 
an

d 
ec

on
om

ic
 s

tr
es

s 
m

od
el

s.
 

O
ur

 M
od

el
 R

is
k 

an
d 

De
ve

lo
pm

en
t u

ni
t p

ro
vi

de
s 

ov
er

si
gh

t o
f t

he
 fi

rm
w

id
e 

M
od

el
 R

is
k 

po
lic

y,
 p

ro
vi

de
s 

gu
id

an
ce

 w
ith

 re
sp

ec
t t

o 
th

e 
ap

pr
op

ri
at

e 
us

ag
e 

of
 o

ur
 

m
od

el
s 

an
d 

co
nd

uc
ts

 in
de

pe
nd

en
t r

ev
ie

w
s 

of
 m

od
el

s.
 

W
e 

ar
e 

co
nt

in
ui

ng
 to

 s
tr

en
gt

he
n 

th
e 

te
am

 a
nd

 it
s 

pr
ac

tic
es

, i
nc

lu
di

ng
 th

ro
ug

h:

in
to

 M
od

el
 R

ev
ie

w
 a

nd
 G

ov
er

na
nc

e 
fu

nc
tio

ns

pr
ac

tic
es

to
 e

st
ab

lis
h 

fir
m

w
id

e 
st

an
da

rd
s 

fo
r 

m
od

el
 r

is
k 

m
an

ag
em

en
t

St
ru

ct
ur

al
 in

te
re

st
 r

at
e 

ri
sk

Th
e 

co
m

pa
ny

 m
an

ag
es

 in
te

re
st

 ra
te

 r
is

k 
(i.

e.
, e

xp
os

ur
e 

re
la

te
d 

to
 c

ha
ng

es
 in

 in
te

re
st

 ra
te

s 
as

 th
ey

 a
ffe

ct
 o

ur
 

as
se

ts
 a

nd
 li

ab
ili

tie
s)

 o
n 

a 
co

ns
ol

id
at

ed
, fi

rm
w

id
e 

ba
si

s.
 B

us
in

es
s 

un
its

 e
ffe

ct
iv

el
y 

tr
an

sf
er

 th
ei

r 
in

te
re

st
 

ra
te

 r
is

k 
to

 th
e 

Tr
ea

su
ry

 a
nd

 C
hi

ef
 In

ve
st

m
en

t O
ffi

ce
 

to
 b

e 
m

an
ag

ed
 c

en
tr

al
ly

. T
he

 c
om

pa
ny

 m
an

ag
es

 th
e 

in
te

re
st

 ra
te

 ri
sk

 p
rim

ar
ily

 th
ro

ug
h 

th
e 

in
ve

st
m

en
t 

se
cu

rit
ie

s 
po

rt
fo

lio
 a

nd
 o

th
er

 m
ar

ke
t-

ba
se

d 
in

st
ru

m
en

ts
. 

St
ru

ct
ur

al
 in

te
re

st
 ra

te
 r

is
k 

is
 s

ub
je

ct
 to

 to
le

ra
nc

es
 

se
t b

y 
th

e 
in

de
pe

nd
en

t S
tr

uc
tu

ra
l I

nt
er

es
t R

at
e 

Ri
sk

 
fu

nc
tio

n.
 O

ur
 re

ce
nt

 e
nh

an
ce

m
en

ts
 to

 s
tr

en
gt

he
n 

th
e 

fu
nc

tio
n 

in
cl

ud
e:

go
ve

rn
an

ce
 m

od
el

 a
nd

 in
st

ill
 th

ou
gh

tf
ul

 b
es

t 
pr

ac
tic

es
 w

ith
 m

ar
ke

t-
ba

se
d 

di
sc

ip
lin

e

po
lic

y 
as

 a
 B

oa
rd

-le
ve

l p
ol

ic
y

-
ri

al
ly

 e
nh

an
ce

 th
e 

au
to

m
at

io
n 

of
 in

te
re

st
 ra

te
 r

is
k 

m
ea

su
re

m
en

t, 
m

od
el

 d
ev

el
op

m
en

t, 
re

po
rt

in
g 

an
d 

da
ta

 in
te

gr
at

io
n

Pr
in

ci
pa

l r
is

k

Pr
in

ci
pa

l i
nv

es
tm

en
ts

 g
en

er
al

ly
 a

re
 in

te
nd

ed
 to

 b
e 

he
ld

 o
ve

r 
ex

te
nd

ed
 in

ve
st

m
en

t p
er

io
ds

, a
nd

, a
cc

or
d-

in
gl

y,
 th

e 
co

m
pa

ny
 h

as
 n

o 
ex

pe
ct

at
io

n 
fo

r 
sh

or
t-

te
rm

 g
ai

n 
w

ith
 r

es
pe

ct
 to

 th
es

e 
in

ve
st

m
en

ts
. S

uc
h 

in
ve

st
in

g 
ac

tiv
iti

es
 in

cl
ud

e 
pr

iv
at

e 
eq

ui
ty

 in
ve

st
m

en
ts

, 
m

ez
za

ni
ne

 fi
na

nc
in

g 
an

d 
ta

x-
or

ie
nt

ed
 in

ve
st

m
en

ts
. 

A 
nu

m
be

r 
of

 p
ri

nc
ip

al
 in

ve
st

in
g 

bu
si

ne
ss

es
 a

re
 b

ei
ng

 
re

po
si

tio
ne

d 
or

 e
xi

te
d,

 c
on

si
st

en
t w

ith
 th

e 
co

m
pa

ny
’s

 
st

ra
te

gi
c 

fo
cu

s 
an

d 
bu

si
ne

ss
 s

im
pl

ifi
ca

tio
n 

pr
og

ra
m

s,
 

on
go

in
g 

ca
pi

ta
l a

nd
 b

al
an

ce
 s

he
et

 li
qu

id
ity

 p
ri

or
iti

es
, 

an
d 

re
gu

la
to

ry
 d

ev
el

op
m

en
ts

.

CO
N

TR
O

L 
FU

N
CT

IO
N

S
H

O
W

 W
E 

D
O

 B
U

SI
N

ES
S 

 —
 O

U
R

 C
O

N
TR

O
L 

EN
V

IR
O

N
M

EN
T

44 Co
un

tr
y 

ri
sk

Co
un

tr
y 

ri
sk

 is
 th

e 
ri

sk
 th

at
 a

 s
ov

er
ei

gn
 e

ve
nt

 o
r 

ac
tio

n 
al

te
rs

 th
e 

va
lu

e 
or

 te
rm

s 
of

 c
on

tr
ac

tu
al

 o
bl

ig
at

io
ns

 o
f 

ob
lig

or
s,

 c
ou

nt
er

pa
rt

ie
s 

an
d 

is
su

er
s 

or
 a

dv
er

se
ly

 a
ffe

ct
s 

m
ar

ke
ts

 re
la

te
d 

to
 a

 p
ar

tic
ul

ar
 c

ou
nt

ry
. T

he
 c

om
pa

ny
 

ha
s 

a 
co

m
pr

eh
en

si
ve

 c
ou

nt
ry

 r
is

k 
m

an
ag

em
en

t 
fr

am
ew

or
k 

fo
r 

as
se

ss
in

g 
co

un
tr

y 
ri

sk
s,

 d
et

er
m

in
in

g 
ri

sk
 

to
le

ra
nc

e,
 a

nd
 m

ea
su

ri
ng

 a
nd

 m
on

ito
ri

ng
 d

ire
ct

 c
ou

nt
ry

 
ex

po
su

re
s 

in
 th

e 
co

m
pa

ny
. O

ur
 re

ce
nt

 e
nh

an
ce

m
en

ts
 to

 
st

re
ng

th
en

 th
e 

go
ve

rn
an

ce
 a

nd
 m

an
ag

em
en

t o
f c

ou
nt

ry
 

ri
sk

 in
cl

ud
e:

co
un

tr
y 

a 
ro

bu
st

 s
et

 o
f m

ar
ke

t s
ho

ck
s 

on
 a

ss
et

s 

ca
pi

ta
l m

ea
su

re
s

O
pe

ra
ti

on
al

 r
is

k

O
pe

ra
tio

na
l r

is
k 

is
 in

he
re

nt
 in

 e
ac

h 
of

 th
e 

co
m

pa
ny

’s 
lin

es
 o

f b
us

in
es

s 
an

d 
co

rp
or

at
e 

fu
nc

tio
ns

. O
pe

ra
tio

na
l 

ri
sk

 c
an

 m
an

ife
st

 it
se

lf 
in

 v
ar

io
us

 w
ay

s,
 in

cl
ud

in
g 

er
ro

rs
, 

fr
au

du
le

nt
 a

ct
s,

 b
us

in
es

s 
in

te
rr

up
tio

ns
, i

na
pp

ro
pr

ia
te

 
be

ha
vi

or
 o

f e
m

pl
oy

ee
s,

 fa
ilu

re
 to

 c
om

pl
y 

w
ith

 a
pp

lic
ab

le
 

la
w

s 
an

d 
re

gu
la

tio
ns

 o
r 

fa
ilu

re
 o

f v
en

do
rs

 to
 p

er
fo

rm
 

in
 a

cc
or

da
nc

e 
w

ith
 th

ei
r 

ar
ra

ng
em

en
ts

. T
o 

m
on

ito
r 

an
d 

co
nt

ro
l o

pe
ra

tio
na

l r
is

k,
 th

e 
co

m
pa

ny
 h

as
 d

ev
el

op
ed

 
an

 o
pe

ra
tio

na
l r

is
k 

m
an

ag
em

en
t f

ra
m

ew
or

k 
(O

RM
F)

 
th

at
 c

on
si

st
s 

of
 fo

ur
 c

om
po

ne
nt

s:
 o

ve
rs

ig
ht

 a
nd

 g
ov

er
-

na
nc

e,
 c

ap
ita

l m
ea

su
re

m
en

t, 
ri

sk
 s

el
f-a

ss
es

sm
en

t, 
an

d 
re

po
rt

in
g 

an
d 

m
on

ito
ri

ng
. 

O
pe

ra
tio

na
l r

is
k 

go
ve

rn
an

ce
 d

efi
ne

s 
an

d 
m

ai
nt

ai
ns

 
th

e 
O

RM
F 

th
ro

ug
h 

th
e 

de
ve

lo
pm

en
t o

f p
ol

ic
ie

s 
an

d 
st

an
da

rd
s 

ap
pl

ic
ab

le
 to

 a
ll 

lin
es

 o
f b

us
in

es
s 

an
d 

co
rp

or
at

e 
fu

nc
tio

ns
, i

nc
lu

di
ng

 R
is

k,
 F

in
an

ce
, 

Co
m

pl
ia

nc
e,

 T
ec

hn
ol

og
y 

an
d 

H
um

an
 R

es
ou

rc
es

. L
in

es
 

of
 b

us
in

es
s 

an
d 

co
rp

or
at

e 
fu

nc
tio

ns
 a

re
 re

sp
on

si
bl

e 
fo

r 
ex

ec
ut

io
n 

ag
ai

ns
t t

he
 O

RM
F.

 O
pe

ra
tio

na
l r

is
k 

go
ve

r-
na

nc
e 

m
ay

 in
de

pe
nd

en
tly

 c
ha

lle
ng

e 
th

e 
ex

ec
ut

io
n 

of
 th

e 
O

RM
F 

ac
ro

ss
 th

e 
co

m
pa

ny
. V

ar
io

us
 in

iti
at

iv
es

 u
nd

er
w

ay
 

to
 im

pr
ov

e 
th

e 
O

RM
F 

in
cl

ud
e:

de
ci

si
on

s,
 a

s 
w

el
l a

s 
op

er
at

io
na

l r
is

k 
ap

pe
tit

e  
as

se
ss

m
en

ts
 

Fi
du

ci
ar

y 
ri

sk

Fi
du

ci
ar

y 
ris

k 
is

 th
e 

ris
k 

of
 a

 fa
ilu

re
 to

 e
xe

rc
is

e 
th

e 
ap

pl
i-

ca
bl

e 
hi

gh
 s

ta
nd

ar
d 

of
 c

ar
e,

 to
 a

ct
 in

 th
e 

be
st

 in
te

re
st

s 
of

 c
lie

nt
s 

or
 to

 tr
ea

t c
lie

nt
s 

fa
irl

y,
 a

s 
re

qu
ire

d 
un

de
r 

ap
pl

ic
ab

le
 la

w
 o

r r
eg

ul
at

io
n.

 W
e 

ha
ve

 e
nh

an
ce

d 
se

ve
ra

l 
as

pe
ct

s 
of

 o
ur

 g
ov

er
na

nc
e 

of
 fi

du
ci

ar
y 

ris
k,

 in
cl

ud
in

g:
 

ou
tli

ne
s 

ro
le

s 
an

d 
re

sp
on

si
bi

lit
ie

s 
ac

ro
ss

 b
us

in
es

se
s

pr
ov

id
es

 o
ve

rs
ig

ht
 o

f t
he

 in
he

re
nt

 r
is

ks
 in

 th
e 

fir
m

’s 
fid

uc
ia

ry
 a

ct
iv

iti
es

CO
N

TR
O

L 
FU

N
CT

IO
N

S



H
O

W
 W

E 
D

O
 B

U
SI

N
ES

S 
 —

 O
U

R
 C

O
N

TR
O

L 
EN

V
IR

O
N

M
EN

T
45

R
ep

ut
at

io
n 

ri
sk

 

M
ai

nt
ai

ni
ng

 th
e 

co
m

pa
ny

’s 
re

pu
ta

tio
n 

is
 th

e 
re

sp
on

si
-

bi
lit

y 
of

 e
ac

h 
in

di
vi

du
al

 e
m

pl
oy

ee
 o

f t
he

 c
om

pa
ny

. T
he

 
co

m
pa

ny
’s 

Re
pu

ta
tio

n 
Ri

sk
 p

ol
ic

y 
ex

pl
ic

itl
y 

ve
st

s 
ea

ch
 

em
pl

oy
ee

 w
ith

 th
e 

re
sp

on
si

bi
lit

y 
to

 c
on

si
de

r 
th

e 
re

pu
ta

-
tio

n 
of

 th
e 

co
m

pa
ny

 w
he

n 
en

ga
gi

ng
 in

 a
ny

 a
ct

iv
ity

. O
ve

r 
th

e 
pa

st
 s

ev
er

al
 y

ea
rs

, t
he

 c
om

pa
ny

 h
as

 ta
ke

n 
st

ep
s 

to
 

pr
om

ot
e 

th
e 

co
ns

is
te

nt
 m

an
ag

em
en

t o
f r

ep
ut

at
io

n 
ri

sk
 

fir
m

w
id

e,
 in

cl
ud

in
g:

gr
ou

p 

re
pu

ta
tio

n 
ri

sk
 g

ov
er

na
nc

e 
fr

am
ew

or
k 

ag
ai

ns
t 

be
nc

hm
ar

k 
cr

ite
ri

a

ea
ch

 li
ne

 o
f b

us
in

es
s 

ha
s 

im
pl

em
en

te
d 

in
 g

ui
de

lin
es

 
re

fle
ct

iv
e 

of
 it

s 
bu

si
ne

ss
 m

od
el

Fi
na

nc
e

Th
e 

Fi
na

nc
e 

gr
ou

p 
pl

ay
s 

an
 e

ss
en

tia
l r

ol
e 

in
 th

e 
da

y-
to

-d
ay

 m
an

ag
em

en
t o

f t
he

 c
om

pa
ny

 a
nd

 is
 a

 c
ri

tic
al

 
co

m
po

ne
nt

 o
f t

he
 e

nd
-t

o-
en

d 
co

nt
ro

l e
nv

iro
nm

en
t. 

Fi
na

nc
e 

is
 a

cc
ou

nt
ab

le
 fo

r 
th

e 
ac

cu
ra

cy
, i

nt
eg

ri
ty

 a
nd

 
tim

el
in

es
s 

of
 th

e 
co

m
pa

ny
’s 

bo
ok

s 
an

d 
re

co
rd

s 
an

d 
ex

te
rn

al
 re

po
rt

s 
an

d 
fil

in
gs

 in
 a

cc
or

da
nc

e 
w

ith
 a

pp
li-

ca
bl

e 
ac

co
un

tin
g 

pr
in

ci
pl

es
 a

nd
 re

gu
la

to
ry

 re
qu

ire
-

m
en

ts
. T

he
 F

in
an

ce
 fu

nc
tio

n 
ac

ts
 a

s 
a 

st
ew

ar
d 

on
 b

eh
al

f 
of

 s
ha

re
ho

ld
er

s 
th

ro
ug

h 
th

e 
pr

om
ot

io
n 

of
 a

pp
ro

pr
ia

te
 

ac
co

un
tin

g 
pr

ac
tic

es
, f

or
tr

es
s 

ba
la

nc
e 

sh
ee

t p
ri

nc
ip

le
s 

an
d 

ca
pi

ta
l m

an
ag

em
en

t. 

In
 a

dd
iti

on
, F

in
an

ce
 fa

ci
lit

at
es

 th
e 

de
ve

lo
pm

en
t a

nd
 

ex
ec

ut
io

n 
of

 b
us

in
es

s 
st

ra
te

gy
 th

ro
ug

h 
bu

si
ne

ss
 

m
an

ag
em

en
t a

nd
 p

la
nn

in
g 

an
d 

an
al

ys
is

, w
hi

ch
 s

up
po

rt
 

m
an

ag
em

en
t’s

 d
ec

is
io

n-
m

ak
in

g 
pr

oc
es

s.
 T

he
 c

om
pa

ny
’s 

ov
er

al
l s

tr
at

eg
ic

 a
nd

 fi
na

nc
ia

l o
bj

ec
tiv

es
 a

re
 m

ea
su

re
d 

th
ro

ug
h 

a 
se

ri
es

 o
f fi

na
nc

ia
l a

nd
 re

gu
la

to
ry

 ta
rg

et
s 

an
d 

ra
tio

s,
 b

ot
h 

at
 th

e 
fir

m
w

id
e 

an
d 

lin
e 

of
 b

us
in

es
s 

le
ve

l.

O
rg

an
iz

at
io

n

O
ve

ra
ll 

re
sp

on
si

bi
lit

y 
fo

r 
Fi

na
nc

e 
lie

s 
w

ith
 th

e 
co

m
pa

ny
’s 

Ch
ie

f F
in

an
ci

al
 O

ffi
ce

r, 
a 

m
em

be
r 

of
 th

e 
O

pe
ra

tin
g 

Co
m

m
itt

ee
 w

ho
 re

po
rt

s 
to

 th
e 

CE
O

 o
f t

he
 

co
m

pa
ny

. T
he

 c
om

pa
ny

’s 
ne

ar
ly

 8
,1

00
 F

in
an

ce
 p

ro
fe

s-
si

on
al

s 
ar

e 
or

ga
ni

ze
d 

in
to

 c
or

po
ra

te
 fu

nc
tio

ns
 a

nd
 li

ne
 

of
 b

us
in

es
s-

al
ig

ne
d 

fu
nc

tio
ns

, w
ith

 th
e 

lin
e 

of
 b

us
i-

ne
ss

-a
lig

ne
d 

fu
nc

tio
ns

 h
av

in
g 

m
at

ri
xe

d 
re

po
rt

in
g 

lin
es

 
to

 th
e 

Ch
ie

f F
in

an
ci

al
 O

ffi
ce

r. 
In

 th
is

 w
ay

, e
ac

h 
lin

e 
of

 
bu

si
ne

ss
 is

 a
cc

ou
nt

ab
le

 fo
r 

m
an

ag
in

g 
its

 fi
na

nc
e-

re
la

te
d 

ac
tiv

iti
es

, w
ith

 o
ve

ra
ll 

re
sp

on
si

bi
lit

y 
fo

r 
th

e 
fu

nc
tio

n 
in

 
to

ta
lit

y 
re

m
ai

ni
ng

 w
ith

 th
e 

Ch
ie

f F
in

an
ci

al
 O

ffi
ce

r.

O
ve

r t
he

 p
as

t s
ev

er
al

 y
ea

rs
, w

e 
ha

ve
 m

ad
e 

no
ta

bl
e 

ch
an

ge
s 

w
ith

in
 th

e 
Fi

na
nc

e 
or

ga
ni

za
tio

n 
to

 b
et

te
r a

lig
n 

th
e 

fu
nc

tio
n 

w
ith

 h
ow

 w
e 

m
an

ag
e 

ou
r b

us
in

es
s 

an
d 

to
 

in
co

rp
or

at
e 

ne
w

 re
gu

la
to

ry
 re

qu
ire

m
en

ts
. I

m
po

rt
an

t 
ex

am
pl

es
 in

cl
ud

e 
in

ve
st

in
g 

si
gn

ifi
ca

nt
 a

dd
iti

on
al

 
re

so
ur

ce
s 

in
 k

ey
 fi

rm
w

id
e 

co
nt

ro
l f

un
ct

io
ns

, i
nc

lu
di

ng
 

CO
N

TR
O

L 
FU

N
CT

IO
N

S
H

O
W

 W
E 

D
O

 B
U

SI
N

ES
S 

 —
 O

U
R

 C
O

N
TR

O
L 

EN
V

IR
O

N
M

EN
T

46 re
gu

la
to

ry
 c

ap
ita

l m
an

ag
em

en
t, 

va
lu

at
io

n 
co

nt
ro

l, 
qu

al
ity

 
as

su
ra

nc
e,

 a
nd

 d
ed

ic
at

ed
 c

on
tr

ol
le

rs
hi

p 
fu

nc
tio

ns
 fo

r 
Ri

sk
, T

ax
, C

ap
ita

l a
nd

 JP
M

or
ga

n 
Ch

as
e 

Ba
nk

, N
.A

.

As
 p

ar
t o

f o
ur

 g
oa

l t
o 

im
pr

ov
e 

co
ns

is
te

nc
y 

ac
ro

ss
 th

e 
co

m
pa

ny
, w

e 
al

so
 e

xp
an

de
d 

th
e 

Va
lu

at
io

n 
Co

nt
ro

l g
ro

up
 

to
 b

e 
a 

fir
m

w
id

e 
fu

nc
tio

n.
 T

he
 V

al
ua

tio
n 

Co
nt

ro
l g

ro
up

 
is

 a
cc

ou
nt

ab
le

 fo
r 

in
de

pe
nd

en
tly

 v
er

ify
in

g 
th

e 
va

lu
at

io
n 

of
 a

ss
et

s 
an

d 
lia

bi
lit

ie
s 

re
co

rd
ed

 o
n 

th
e 

co
m

pa
ny

’s 
ba

la
nc

e 
sh

ee
t a

t f
ai

r 
va

lu
e.

 A
s 

pa
rt

 o
f t

he
 e

xp
an

si
on

 o
f 

th
e 

gr
ou

p’
s 

re
sp

on
si

bi
lit

ie
s,

 w
e 

al
so

 m
ad

e 
si

gn
ifi

ca
nt

 
in

ve
st

m
en

ts
 in

 in
fr

as
tr

uc
tu

re
, i

nc
re

as
ed

 s
ki

ll 
le

ve
ls

 a
nd

 
th
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f D
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ra
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.S

. fi
na

nc
ia

l i
ns

tit
ut

io
n.
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f c
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 c
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 p
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e 

us
e 

to
 m

on
ito

r 
tr

an
s-

ac
tio

ns
 a

nd
 th
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 b
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ra
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 r
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 c
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 c
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 m
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t p

ro
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t d
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t d
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e 
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l f
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t c
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t c
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 d
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 b
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 b
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 p
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 b
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 c
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 c
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 C
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, r
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 d
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 c
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 re
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fid

uc
ia

ry
 a

ct
iv

iti
es

 a
nd

 o
ve

rs
ee

s 
th

e 
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 b
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 c
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 c
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 C
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Th
e 

se
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e 

w
e 
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r 
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 c
re

at
e.

 A
s 

a 
gl

ob
al

 fi
na

nc
ia

l 
in

st
itu

tio
n,

 w
e 

ha
ve

 th
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at
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 re
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 b
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 m
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 p
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 p
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 b
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 re
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 w
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ra
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 re
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 m
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 d
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pr
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 p
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 c
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 re
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 m
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e 

co
m

pa
ny

‘s
 e

xp
ec

ta
tio

ns
 

ar
ou

nd
 re
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ud
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y 
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 p
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l R
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y 
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 c
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w
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 c
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m
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at
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d 
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f c
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 p
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 c
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d 
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 d
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 re
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fo

llo
w

in
g:

m
ee

tin
gs

 a
nd

 c
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f o
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st
an

di
ng

 s
to

ck
 d
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at
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 c
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 d
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 c
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de
r 

it 
th

ou
gh
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e 
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 c

on
tr

ol
s 

th
at

 h
av
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 c
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 c
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 c
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ra
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 c
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 C
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at
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 C
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at
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 c
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 c
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t d
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 D
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f p
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 D
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f o
f t

he
 s

ur
ve

y 
pa

rt
ic

ip
an

ts
 

in
di

ca
te

d 
th

at
 th

e 
ev

en
t c
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 p
ro

sp
ec

ts
 fo

r 
th

e 
be

tt
er

.

Ex
pa

nd
ed

 a
cc

es
si

bi
lit

y 
of

 s
ha

re
ho

ld
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 d
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m
pa

ny
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 c
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m

at
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 p
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y 
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ua
l 
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e 
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m
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’ 
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 to
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y 
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e 
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e 
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n 

w
e 
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m
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ifi
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st
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e 
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d 
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en
t 
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 p

ro
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m
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im

pl
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e 
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y 
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en
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 c
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e 
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ne
 s

uc
h 

m
od
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n 
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pe
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n 

Di
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m
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n 
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t s
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in
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g 

th
e 

al
ig

nm
en

t b
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 p
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W
e 

be
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ur
 c
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 b
e 

pa
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 th
e 
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n 
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m
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in
g 
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, e
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i-
ro
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ta
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l c
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lle
ng

es
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 o
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y 
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us

e 
it 
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 th

e 
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gh
t t

hi
ng
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 d

o 
bu

t b
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ur

 o
w
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m

 
su
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nd
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e 
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s 
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m

un
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d 
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e 

pe
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, c
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W

e 
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n 
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e 

a 
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ffe
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e 
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ng
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e 
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lo
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, d
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a 

an
d 

ex
pe

rt
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e 
w

e 
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 d
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w
n 
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l c
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 w
e 
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w
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n.
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 c
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m
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, a
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 re
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ex
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is
e 

of
 in
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vi
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 d
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 c
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w
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pe

rt
is

e 
on

 a
 ra

ng
e 

of
 e

co
no

m
ic

, 
en

vi
ro

nm
en

ta
l a

nd
 s

oc
ia

l i
ss

ue
s.
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 c
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y 
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 d
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d 
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s 
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ur
 c
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m
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 c
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m
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m
m
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ic

at
e 
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 a
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tr
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 p

er
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 c
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w
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 d
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 c
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 p
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l b

us
in

es
se

s 
ac

qu
ire

 th
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eo

pl
e 

w
ith

 th
e 

sp
ec

ifi
c 

ne
ed

s 
of

 lo
ca

l 
no

np
ro

fit
s.

 In
 N

ov
em

be
r 

20
14

, w
e 

de
pl

oy
ed

 a
 d

oz
en

 o
f 

ou
r 

em
pl

oy
ee

s 
to

 w
or

k 
in

 D
et

ro
it 

fu
ll 

tim
e 

fo
r 

se
ve

ra
l 

w
ee

ks
 o

n 
sp

ec
ifi

c 
pr

oj
ec

ts
 id

en
tifi

ed
 a

s 
pr

io
ri

tie
s 

by
 fo

ur
 

of
 o

ur
 n

on
pr

ofi
t p

ar
tn

er
s.

O
rg

an
iz

at
io

na
l i

m
pr

ov
em

en
ts

In
 2

01
3,

 to
 im

pr
ov

e 
th

e 
effi

ci
en

cy
 a

nd
 im

pa
ct

 o
f o

ur
 

w
or

k,
 w

e 
co

nd
uc

te
d 

an
 e

xt
en

si
ve

 e
va

lu
at

io
n 

of
 o

ur
 

ap
pr

oa
ch

 to
 w

or
ki

ng
 w

ith
 n

on
pr

ofi
ts

 a
t t

he
 lo

ca
l, 

re
gi

on
al

 a
nd

 n
at

io
na

l l
ev

el
s.

 A
s 

a 
re

su
lt 

of
 o

ur
 fi

nd
in

gs
, 

w
e 

es
ta

bl
is

he
d 

a 
ne

w
 O

ffi
ce

 o
f N

on
pr

ofi
t E

ng
ag

em
en

t 
(O

N
E)

 to
 c

oo
rd

in
at

e 
pa

rt
ne

rs
hi

ps
 a

cr
os

s 
al

l o
ur

 li
ne

s 
of

 b
us

in
es

s,
 s

tr
en

gt
he

n 
ou

r 
re

la
tio

ns
hi

ps
 w

ith
 c

ur
re

nt
 

no
np

ro
fit

 p
ar

tn
er

s,
 id

en
tif

y 
ne

w
 p

ar
tn

er
sh

ip
 o

pp
or

tu
ni

-
tie

s 
an

d 
se

rv
e 

as
 a

 s
in

gl
e 

po
in

t o
f c

on
ta

ct
 fo

r 
co

m
m

un
ity

 
de

ve
lo

pm
en

t n
on

pr
ofi

ts
 s

ee
ki

ng
 to

 e
ng

ag
e 

th
e 

co
m

pa
ny

.

Th
ro

ug
h 

ON
E,

 w
e 

in
cr

ea
se

d 
th

e 
nu

m
be

r o
f r

eg
io

na
l 

co
m

m
un

ity
 re

la
tio

ns
 m

an
ag

er
s,

 b
as

ed
 th

ro
ug

ho
ut

 th
e 

Un
ite

d 
St

at
es

. T
he

ir 
ro

le
 is

 to
 w

or
k 

cl
os

el
y 

w
ith

 n
on

pr
ofi

ts
 

an
d 

th
in

k 
cr

ea
tiv

el
y 

ab
ou

t t
he

 v
al

ue
 w

e 
ca

n 
bu

ild
 th

ro
ug

h 
ne

w
 a

nd
 e

xp
an

de
d 

pa
rt

ne
rs

hi
ps

. W
e 

al
so

 a
re

 e
xp

an
di

ng
 

ou
r w

or
k 

w
ith

 n
at

io
na

l n
on

pr
ofi

t o
rg

an
iz

at
io

ns
 fo

cu
se

d 
on

 lo
w

- a
nd

 m
od

er
at

e-
in

co
m

e 
co

m
m

un
ity

 d
ev

el
op

m
en

t. 

O
ur

 d
ee

p 
an

d 
su

st
ai

ne
d 

en
ga

ge
m

en
t w

ith
 th

os
e 

w
e 

se
rv

e 
al

lo
w

s 
us

 to
 d

ev
el

op
 th

e 
st

ra
te

gi
es

, p
ro

gr
am

s 
an

d 
po

lic
ie

s 
th

at
 h

el
p 

us
 to

w
ar

d 
m

ak
in

g 
a 

di
ffe

re
nc

e 
ev

er
y 

si
ng

le
 d

ay
. O

ve
r 

th
e 

pa
st

 y
ea

rs
, w

e 
ha

ve
 g

re
at

ly
 

en
ha

nc
ed

 th
at

 e
ng

ag
em

en
t, 

w
hi

ch
 h

as
 y

ie
ld

ed
 s

ig
ni

f-
ic

an
t i

m
pr

ov
em

en
ts

 in
 h

ow
 w

e 
se

rv
e 

an
d 

su
pp

or
t o

ur
 

cl
ie

nt
s,

 c
us

to
m

er
s 

an
d 

th
e 

co
m

m
un

iti
es

 in
 w

hi
ch

 w
e 

op
er

at
e.

 G
oi

ng
 fo

rw
ar

d,
 w

e 
in

te
nd

 to
 b

ui
ld

 o
n 

th
at

 fo
un

-
da

tio
n,

 re
co

gn
iz

in
g 

th
at

 th
er

e 
al

w
ay

s 
is

 m
or

e 
w

e 
ca

n 
do

 
to

 d
el

iv
er

 a
 p

os
iti

ve
 im

pa
ct

.
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A
 C

O
N

TI
N

U
IN

G
 E

FF
O

R
T 

Th
e 

ac
tio

ns
 d

es
cr

ib
ed

 in
 th

is
 re

po
rt

 re
fle

ct
 a

 c
om

pa
ny

 
th

at
 is

 c
om

m
itt

ed
 to

 im
pr

ov
in

g.
 T

he
se

 e
ffo

rt
s 

ha
ve

 b
ee

n 
as

 m
uc

h 
ab

ou
t l

oo
ki

ng
 to

 th
e 

fu
tu

re
 a

s 
th

ey
 h

av
e 

be
en

 
ab

ou
t r

efl
ec

tin
g 

on
 th

e 
pa

st
. A

s 
su

ch
, o

ur
 e

xa
m

in
at

io
n 

ha
s 

gi
ve

n 
us

 in
si

gh
ts

 th
at

 w
ill

 b
ot

h 
he

lp
 u

s 
do

 b
us

in
es

s 
th

e 
ri

gh
t w

ay
 to

da
y 

an
d 

pr
ep

ar
e 

fo
r 

ch
al

le
ng

es
 th

at
 m

ay
 

lie
 a

he
ad

.

Th
e 

le
ss

on
s 

w
e 

ha
ve

 le
ar

ne
d 

ov
er

 th
e 

pa
st

 s
ev

er
al

 
ye

ar
s 

re
in

fo
rc

e 
th

e 
im

po
rt

an
ce

 o
f h

av
in

g 
ou

ts
ta

nd
in

g 
pe

op
le

 a
nd

 a
 s

tr
on

g 
cu

ltu
re

. O
ur

 s
en

io
r 

m
an

ag
em

en
t 

te
am

, w
ith

 s
up

po
rt

 a
nd

 e
ng

ag
em

en
t f

ro
m

 th
e 

Bo
ar

d 
of

 
Di

re
ct

or
s,

 h
as

 fo
cu

se
d 

on
 s

et
tin

g 
th

e 
ri

gh
t t

on
e 

fr
om

 th
e 

to
p 

by
 c

le
ar

ly
 c

om
m

un
ic

at
in

g 
ou

r 
co

rp
or

at
e 

st
an

da
rd

s 
to

 o
ur

 e
m

pl
oy

ee
s.

 T
hr

ou
gh

 o
ur

 B
us

in
es

s 
Pr

in
ci

pl
es

, t
ha

t 
to

ne
 e

ch
oe

s 
th

ro
ug

h 
ev

er
yt

hi
ng

 w
e 

do
 a

nd
 is

 d
el

iv
er

ed
 

to
 o

ur
 p

eo
pl

e 
at

 e
ac

h 
st

ag
e 

of
 th

e 
em

pl
oy

ee
 li

fe
 c

yc
le

 
—

 fr
om

 n
ew

 h
ire

 tr
ai

ni
ng

 to
 h

ow
 w

e 
re

w
ar

d 
em

pl
oy

ee
s 

fo
r 

do
in

g 
th

e 
ri

gh
t t

hi
ng

. T
hi

s 
he

lp
s 

ou
r 

pe
op

le
 in

te
r-

na
liz

e 
th

e 
co

m
pa

ny
’s 

va
lu

es
, s

ho
w

 u
p 

at
 w

or
k 

ea
ch

 d
ay

 
co

m
m

itt
ed

 to
 li

vi
ng

 o
ur

 m
is

si
on

 a
nd

 a
dh

er
in

g 
to

 o
ur

 
Bu

si
ne

ss
 P

ri
nc

ip
le

s.

O
ur

 e
m

pl
oy

ee
s 

ar
e 

ou
r f

ro
nt

 li
ne

 in
 s

er
vi

ng
 o

ur
 

cu
st

om
er

s,
 a

nd
 th

ey
 a

ls
o 

ar
e 

ou
r f

ro
nt

 li
ne

 in
 p

ro
te

ct
in

g 
th

e 
co

m
pa

ny
. W

e 
re

co
gn

iz
e 

th
at

 th
ey

 m
us

t b
e 

su
pp

or
te

d 
by

 a
 w

el
l-f

un
ct

io
ni

ng
 c

on
tr

ol
 e

nv
iro

nm
en

t. 
Th

e 
en

ha
nc

e-
m

en
ts

 w
e 

ha
ve

 m
ad

e 
ar

ou
nd

 g
ov

er
na

nc
e 

an
d 

po
lic

ie
s 

an
d 

ou
r i

nv
es

tm
en

ts
 in

 p
eo

pl
e 

an
d 

te
ch

no
lo

gy
 h

av
e 

be
en

 
un

pr
ec

ed
en

te
d 

in
 o

ur
 c

om
pa

ny
’s 

hi
st

or
y.

 W
hi

le
 th

es
e 

eff
or

ts
 a

re
 o

ng
oi

ng
, w

e 
be

lie
ve

 th
ei

r s
ca

le
 a

nd
 b

re
ad

th
 

de
m

on
st

ra
te

 o
ur

 c
om

m
itm

en
t t

o 
ge

tt
in

g 
it 

rig
ht

.

W
ith

 o
ut

st
an

di
ng

 p
eo

pl
e 

an
d 

w
el

l-f
un

ct
io

ni
ng

 c
on

tr
ol

s,
 

ou
r 

bu
si

ne
ss

es
 c

an
 fo

cu
s 

on
 w

ha
t t

he
y 

do
 b

es
t: 

se
rv

in
g 

cu
st

om
er

s.
 E

ac
h 

of
 o

ur
 b

us
in

es
se

s 
co

nt
in

ue
s 

to
 e

nh
an

ce
 

its
 c

us
to

m
er

 e
xp

er
ie

nc
e 

by
 o

ffe
ri

ng
 n

ew
 p

ro
du

ct
s 

an
d 

so
lu

tio
ns

, e
xp

an
di

ng
 in

to
 n

ew
 g

eo
gr

ap
hi

es
, a

nd
 

im
pr

ov
in

g 
ex

is
tin

g 
ca

pa
bi

lit
ie

s 
an

d 
pr

oc
es

se
s.

W
e 

ho
pe

 th
at

, t
hr

ou
gh

 th
e 

op
en

 in
fo

rm
at

io
n 

sh
ar

in
g 

em
bo

di
ed

 th
ro

ug
ho

ut
 th

is
 re

po
rt

, o
ur

 s
ha

re
ho

ld
er

s 
an

d 
ot

he
rs

 w
ill

 s
ee

 w
ha

t o
ur

 p
eo

pl
e 

se
e 

ea
ch

 d
ay

: O
ur

 
co

m
pa

ny
 is

 w
or

ki
ng

 h
ar

d 
to

 m
ee

t t
he

 n
ee

ds
 o

f o
ur

 
cu

st
om

er
s;

 li
ve

 u
p 

to
 th

e 
ex

pe
ct

at
io

ns
 o

f o
ur

 re
gu

la
-

to
rs

, s
ha

re
ho

ld
er

s 
an

d 
th

e 
co

m
m

un
iti

es
 w

e 
se

rv
e;

 a
nd

 
co

nt
in

ue
 th

e 
st

ep
s 

th
at

 w
ill

 e
na

bl
e 

th
e 

co
m

pa
ny

 to
 s

ta
nd

 
th

e 
te

st
 o

f t
im

e.

W
e 

ha
ve

 c
ha

ng
ed

 a
 lo

t a
nd

 le
ar

ne
d 

ev
en

 m
or

e 
as

 a
 

re
su

lt 
of

 th
e 

eff
or

ts
 d

es
cr

ib
ed

 in
 th

is
 re

po
rt

. W
e 

ar
e 

de
di

ca
te

d 
to

 m
ak

in
g 

th
is

 p
ro

ce
ss

 o
f s

el
f-e

xa
m

in
at

io
n 

an
d 

im
pr

ov
em

en
t a

 p
ar

t o
f o

ur
 b

us
in

es
s-

as
-u

su
al

 
op

er
at

io
ns

 to
 s

up
po

rt
 o

ur
 g

oa
l t

o 
liv

e 
up

 to
 o

ur
 g

ui
di

ng
 

pr
in

ci
pl

e 
—

 to
 d

o 
“o

nl
y 

fir
st

-c
la

ss
 b

us
in

es
s 

an
d 

th
at

 in
 a

 
fir

st
-c

la
ss

 w
ay

.”
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EX
CE

P
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O
N

A
L 

CL
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N
T 
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R

V
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1.
  W

e 
fo

cu
s 

on
 th

e 
cu

st
om

er
 

 
W

e 
m

us
t r

em
em

be
r 

th
at

 w
e 

ar
e 

in
 b

us
in

es
s 

fo
r 

on
e 

re
as

on
: t

o 
se

rv
e 

ou
r 

cl
ie

nt
s.

 O
ur

 jo
b 

is
 to

 a
lw

ay
s 

do
 

ri
gh

t b
y 

th
em

 a
nd

 c
on

si
st

en
tly

 s
tr

iv
e 

no
t o

nl
y 

to
 m

ee
t 

th
ei

r 
ne

ed
s 

bu
t a

ls
o 

to
 e

xc
ee

d 
th

ei
r 

ex
pe

ct
at

io
ns

 a
nd

 
co

nt
in

ua
lly

 m
ak

e 
it 

ea
sy

 fo
r 

cl
ie

nt
s 

to
 d

o 
bu

si
ne

ss
 w

ith
 

us
. J

PM
or

ga
n 

Ch
as

e 
bu

ild
s 

fo
r 

th
e 

lo
ng

 te
rm

, a
nd

 w
e 

ar
e 

no
t a

 fa
ir

 w
ea

th
er

 fr
ie

nd
. C

lie
nt

s,
 c

om
m

un
iti

es
 

an
d 

co
un

tr
ie

s 
w

an
t t

o 
kn

ow
 w

e 
ar

e 
go

in
g 

to
 b

e 
th

er
e 

fo
r 

th
em

 in
 g

oo
d 

tim
es

 a
nd

, m
or

e 
im

po
rt

an
t, 

w
he

n 
tim

es
 a

re
 to

ug
h.

 E
ur

op
e 

is
 a

n 
ex

am
pl

e 
of

 w
he

re
 w

e 
ha

ve
 a

pp
lie

d 
th

is
 p

hi
lo

so
ph

y.
 W

he
n 

Gr
ee

ce
, I

re
la

nd
, 

Ita
ly

, P
or

tu
ga

l a
nd

 S
pa

in
 g

ot
 in

to
 tr

ou
bl

e 
ov

er
 th

e 
pa

st
 fe

w
 y

ea
rs

, w
e 

m
ad

e 
th

e 
de

ci
si

on
 to

 s
ta

y 
th

e 
co

ur
se

 (e
ve

n 
th

ou
gh

 u
nd

er
 te

rr
ib

le
 s

ce
na

ri
os

, w
e 

co
ul

d 
ha

ve
 lo

st
 $

5 
bi

lli
on

 o
r 

m
or

e)
. B

ut
 w

e 
ha

ve
 b

ee
n 

do
in

g 
bu

si
ne

ss
 w

ith
 c

lie
nt

s 
in

 th
os

e 
co

un
tr

ie
s,

 in
 s

om
e 

ca
se

s,
 fo

r 
m

or
e 

th
an

 a
 h

un
dr

ed
 y

ea
rs

. W
e 

ne
ed

ed
 to

 
he

lp
 th

em
 in

 th
ei

r 
tim

e 
of

 tr
ou

bl
e 

—
 a

nd
 w

e 
di

d 
—

 a
nd

 
w

e’
ll 

do
 s

o 
ag

ai
n 

in
 th

e 
fu

tu
re

 if
 th

e 
ne

ed
 a

ri
se

s.
 W

e 
ho

pe
 to

 b
e 

do
in

g 
bu

si
ne

ss
 in

 th
at

 p
ar

t o
f t

he
 w

or
ld

 fo
r 

de
ca

de
s 

to
 c

om
e.

 

2.
  W

e 
ar

e 
fie

ld
 a

nd
 c

lie
nt

 d
ri

ve
n;

 w
e 

op
er

at
e 

at
 

th
e 

lo
ca

l l
ev

el
 

 
Tr

ue
 c

us
to

m
er

 o
ri

en
ta

tio
n 

m
ea

ns
 a

ct
in

g 
in

 th
e 

cu
st

om
er

’s 
be

st
 in

te
re

st
 —

 n
ot

 o
nc

e 
in

 a
 w

hi
le

 b
ut

 a
ll 

th
e 

tim
e.

 T
hi

s 
m

ea
ns

 o
ffe

ri
ng

 o
ut

st
an

di
ng

 p
ro

du
ct

s 
an

d 
se

rv
ic

es
 a

nd
 b

ei
ng

 h
el

pf
ul

, c
ou

rt
eo

us
 a

nd
 q

ui
ck

 to
 

fo
llo

w
 u

p.
 It

 a
ls

o 
re

qu
ire

s 
ad

op
tin

g 
an

 o
ut

w
ar

d 
—

 n
ot

 
an

 in
w

ar
d 

—
 fo

cu
s 

an
d 

re
sp

on
di

ng
 to

 th
e 

co
m

pe
ti-

tio
n.

 W
e 

ne
ed

 to
 b

e 
ke

en
ly

 a
w

ar
e 

of
 th

e 
co

m
pe

tit
iv

e 
la

nd
sc

ap
e 

an
d 

be
 s

w
ift

 to
 a

ct
. T

he
 fi

el
d 

—
 w

he
re

 o
ur

 
em

pl
oy

ee
s 

ar
e 

cl
os

es
t t

o 
th

e 
cu

st
om

er
 —

 s
ho

ul
d 

dr
iv

e 
th

is
 p

ro
ce

ss
 w

ith
 th

e 
am

pl
e 

re
so

ur
ce

s 
an

d 
au

th
or

ity
 to

 
be

 th
e 

be
st

 a
t s

er
vi

ng
 c

us
to

m
er

s.
 O

ur
 s

tr
en

gt
h 

re
si

de
s 

in
 th

e 
fie

ld
. 

3.
  W

e 
bu

ild
 w

or
ld

-c
la

ss
 fr

an
ch

is
es

, i
nv

es
ti

ng
 

fo
r 

th
e 

lo
ng

 te
rm

, t
o 

se
rv

e 
ou

r 
cl

ie
nt

s 

 
A 

m
ar

k 
of

 a
n 

ex
ce
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l c
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 c
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 re
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 c
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 c
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 b
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 re
gr

et
. A

t J
PM

or
ga

n 
Ch

as
e,

 o
ur

 o
bl

ig
at

io
n 

is
 to

 b
ui

ld
 a

 c
om

pa
ny

 th
at

 c
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, c
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ra
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 c
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t d
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 m
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t d

em
on

-
st

ra
te

 th
at

 th
e 

w
ho

le
 is

 g
re

at
er

 th
an

 th
e 
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 o
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4.
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 s
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 s
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 b
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 c
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 c
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t m
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 r
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 p
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e 

fo
r 

a 
bu

si
ne

ss
 m

us
t e

va
lu

at
e 

in
di
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um

 o
f f

ac
to

rs
. D

id
 th
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D
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e 
co

m
pa

ny
, n

ot
 ju

st
 

du
ri

ng
 th
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t f
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re
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 m
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 r
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 b
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l d
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, p
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ic

 re
po

rt
in

g 
an

d 
ex

ce
lle

nt
 m
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 re
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 c
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d 
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re
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 d
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t b
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 r
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 re
tu

rn
 th

ro
ug

h 
th

e 
cy

cl
e,

 n
ot

 ju
st

 d
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t c
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 s
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e.
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 c
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 b
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 m
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 b
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at
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at
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 d
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 b
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 c

ap
ita

l. 
W

e 
w

ill
 d

ep
lo

y 
ou

r 
ca

pi
ta

l w
is

el
y 

an
d 

w
ill

 k
ee

p 
in

 m
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 m
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 m
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 b
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d 
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m
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e 
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 c
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nt
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is

 e
ss

en
tia

l t
o 

eff
ec
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en
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 c
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gu
ar
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 m
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m

pa
ny

’s
 p
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 c
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 r
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m
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w
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ra
m
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k 
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 p

en
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te
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y 
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 b
us
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W
e 
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, t
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 r
eg

ul
at

or
s 

an
d 

ou
r 

sh
ar
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e 
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e 
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e 
sa
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t b
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7.
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 p
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W
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w
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m
pl
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k 
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t l
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e 
ow

ne
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 h
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in
g 
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e 
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ia
l p
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rm
an
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ip
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 c
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ig
 c
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 p
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w
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y 
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 d
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d 
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e 

th
e 

ba
ne

 o
f l
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at
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 a
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t b

e 
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m
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te
d 
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te
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 p

ro
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e 
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iti
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lly
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rt

an
t t

o 
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e 
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l a
nd

 d
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n 
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tio
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 c
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e 

bu
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-

cr
ac
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y 
de
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ng
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 s

tifl
in

g 
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un
de
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in
g 
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un
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 b
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 m
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 it
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r 
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 to

 d
o 
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 jo
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an
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m

an
ag
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m
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8.
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e 
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ri
ve
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ui
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 m
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n 
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be
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, 

m
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t e
ffi

ci
en

t s
ys

te
m

s 
an

d 
op

er
at

io
ns

 

 
Pr

ofi
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e 
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m

pa
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es
 c
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en

tly
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ld
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e 
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re
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y 
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ri
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 c
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e 
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be
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m
s 
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d 
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at
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o 
th
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 c
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m
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ne
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s 
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d 
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er
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tio
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o 
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 e

nd
, 

w
e 

m
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t b
e 
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an
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 e
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en
t p
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r. 
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 is

 n
ot
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st
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ut

 c
ut

tin
g 

co
st

s.
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re
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an
ce
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ui
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s 
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en
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ng
 m

or
e 

an
d 
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tt

in
g 

m
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e 
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 e
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 d
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la
r 

w
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lo
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e 
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s 
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s 
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to

 d
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r 
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g 
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e 
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-
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en
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 c
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e 
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al
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ne
ss

. W
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t r
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s 
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at
in
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an
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in
g 
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y 
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in
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m
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in
g 

an
d 
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-
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in
g 

ou
r 

op
er

at
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ns
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ll 
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p 
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h 
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on

 m
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g 
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d 
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ed
 

to
 c
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lly
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e 
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r 
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m
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e 
do
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t d
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ng
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e 
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es
 m
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 c
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m
itm

en
ts

. 
Th

is
 m

ea
ns

 h
ol

di
ng

 re
gu

la
r 

bu
si

ne
ss

 re
vi

ew
s,

 ta
le

nt
 

ev
al

ua
tio

ns
 a

nd
 te

am
 m

ee
tin

gs
 a

nd
 c

on
st

an
tly

 s
tr

iv
in

g 
fo

r 
im

pr
ov

em
en

t —
 fr

om
 h

av
in

g 
a 

st
ro

ng
 w

or
k 

et
hi

c 
to

 m
ak

in
g 

lis
ts

 a
nd

 d
oi

ng
 re

al
, d

et
ai

le
d 

fo
llo

w
-u

p.
 

Di
sc

ip
lin

ed
 le

ad
er

sh
ip

 is
 li

ke
 e

xe
rc

is
e;

 th
e 

re
gi

m
en

 h
as

 
to

 b
e 

su
st

ai
ne

d 
fo

r 
it 

to
 d

o 
an

y 
go

od
. 

10
. W

e 
ex

ec
ut

e 
w

it
h 

bo
th

 s
ki

ll 
an

d 
ur

ge
nc

y 

Th
ro

ug
ho

ut
 th

e 
co

m
pa

ny
, w

e 
m

us
t s

et
 h

ig
h 

st
an

da
rd

s 
of

 p
er

fo
rm

an
ce

 a
ll 

th
e 

tim
e,

 a
t a

 d
et

ai
le

d 
le

ve
l a

nd
 

w
ith

 a
 re

al
 s

en
se

 o
f u

rg
en

cy
. L

ar
ge

 in
st

itu
tio

ns
 

ha
ve

 a
 te

nd
en

cy
 to

w
ar

d 
sl

ow
in

g 
th

in
gs

 d
ow

n,
 w

hi
ch

 
de

m
an

ds
 th

at
 le

ad
er

s 
pu

sh
 fo

rw
ar

d 
co

nt
in

uo
us

ly
. A

s 
im

po
rt

an
t a

s 
st

ra
te

gy
 is

, s
tr

on
g 

ex
ec

ut
io

n 
is

 k
ey

 in
 

ev
er

y 
si

ng
le

 c
on

ta
ct

 w
e 

ha
ve

 w
ith

 e
ac

h 
of

 o
ur

 c
lie

nt
s 

an
d 

cu
st

om
er

s.
 T

o 
ex

ec
ut

e 
su

pe
rb

ly
, w

e 
m

us
t a

ct
 

in
 a

 d
is

ci
pl

in
ed

 w
ay

 w
ith

 g
re

at
 s

pe
ed

. B
ur

ea
uc

ra
cy

 
ca

n 
sl

ow
 u

s 
do

w
n 

so
 it

 m
us

t b
e 

co
nt

in
ua

lly
 id

en
tifi

ed
 

an
d 

er
ad

ic
at

ed
. F

as
t a

nd
 le

an
 a

re
 th

e 
an

tid
ot

es
 to

 
cr

ee
pi

ng
 b

ur
ea

uc
ra

cy
.  
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11
.  

W
e 

w
ill

 n
ot

 c
om

pr
om

is
e 

ou
r 

in
te

gr
it

y 

 
Th

er
e 

is
 n

o 
pi

ec
e 

of
 b

us
in

es
s,

 n
o 

de
al

, n
o 

re
ve

nu
e 

st
re

am
 th

at
 is

 m
or

e 
im

po
rt

an
t t

ha
n 

ou
r o

bl
ig

at
io

n 
to

 
ac

t w
ith

 re
sp

on
si

bi
lit

y,
 w

ith
 e

th
ic

s 
an

d 
w

ith
in

 th
e 

la
w.

 
W

e 
fo

llo
w

 n
ot

 o
nl

y 
th

e 
le

tt
er

 b
ut

 a
ls

o 
th

e 
sp

iri
t o

f t
he

 
ru

le
s 

an
d 

re
gu

la
tio

ns
 th

at
 g

ov
er

n 
ou

r i
nd

us
tr

y.
 T

he
re

 
is

 n
o 

ro
om

 fo
r c

om
pr

om
is

e.
 In

 b
us

in
es

s,
 a

s 
in

 e
ve

ry
 

ot
he

r a
re

na
, e

th
ic

al
 b

eh
av

io
r d

oe
s 

no
t j

us
t h

ap
pe

n.
 

It 
ha

s 
to

 b
e 

cu
lti

va
te

d 
an

d 
re

pe
at

ed
ly

 a
ffi

rm
ed

 
th

ro
ug

ho
ut

 th
e 

or
ga

ni
za

tio
n.

 M
ai

nt
ai

ni
ng

 th
e 

hi
gh

es
t 

st
an

da
rd

s 
of

 in
te

gr
ity

 in
vo

lv
es

 b
ei

ng
 h

on
es

t a
nd

 
do

in
g 

th
e 

rig
ht

 th
in

g 
fo

r o
ur

 c
us

to
m

er
s,

 o
ur

 fe
llo

w
 

em
pl

oy
ee

s,
 o

ur
 s

ha
re

ho
ld

er
s 

an
d 

al
l o

ur
 p

ar
tn

er
s.

 T
o 

pa
ra

ph
ra

se
 J.

P.
 M

or
ga

n,
 Jr

., 
w

e 
w

ill
 c

on
du

ct
 fi

rs
t-c

la
ss

 
bu

si
ne

ss
 in

 a
 fi

rs
t-c

la
ss

 w
ay

. 

12
. 

W
e 

fa
ce

 fa
ct

s 

 
W

e 
m

us
t b

ui
ld

 a
 c

ul
tu

re
 b

as
ed

 o
n 

tr
ut

h,
 k

no
w

le
dg

e,
 

co
ns

tr
uc

tiv
e 

de
ba

te
, a

 p
as

si
on

 to
 s

uc
ce

ed
, a

nd
 

th
e 

co
ur

ag
e 

to
 fa

ce
 a

nd
 fi

x 
m

is
ta

ke
s.

 W
e 

m
us

t b
e 

br
ut

al
ly

 h
on

es
t w

ith
 o

ur
se

lv
es

. F
ro

m
 e

xp
er

ie
nc

e,
 

w
e 

kn
ow

 p
eo

pl
e 

w
ill

 te
ll 

yo
u 

th
e 

tr
ut

h 
ab

ou
t w

ha
t 

ne
ed

s 
to

 b
e 

do
ne

 —
 if

 y
ou

 a
sk

 th
em

. W
e 

w
an

t t
o 

be
 

a 
co

m
pa

ny
 th

at
 p

ro
m

ot
es

 th
is

 k
in

d 
of

 c
on

st
ru

ct
iv

e 
ex

ch
an

ge
. T

he
n 

—
 a

nd
 w

e 
be

lie
ve

 th
is

 is
 th

e 
ha

rd
es

t 
pa

rt
 o

f l
ea

de
rs

hi
p 

—
 w

e 
m

us
t h

av
e 

th
e 

fo
rt

itu
de

 
an

d 
co

ur
ag

e 
to

 ta
ke

 a
ct

io
n 

an
d 

do
 th

e 
rig

ht
 th

in
g,

 
ho

w
ev

er
 d

iffi
cu

lt.
 L

ea
de

rs
hi

p 
is

 a
n 

ho
no

r a
nd

 a
 

pr
iv

ile
ge

 a
nd

 c
om

es
 w

ith
 a

 re
sp

on
si

bi
lit

y 
to

 s
et

 th
e 

rig
ht

 e
xa

m
pl

e.
 A

ll 
ou

r p
eo

pl
e 

m
us

t b
e 

en
ga

ge
d 

in
 

ch
al

le
ng

in
g 

th
e 

sy
st

em
 a

nd
 s

ol
vi

ng
 p

ro
bl

em
s.

 T
he

 
ke

ys
 a

re
 n

ev
er

 to
 s

to
p 

le
ar

ni
ng

, t
o 

sh
ar

e 
id

ea
s,

 a
nd

 
to

 a
lw

ay
s 

ac
kn

ow
le

dg
e 

an
d 

le
ar

n 
fr

om
 m

is
ta

ke
s.

 O
ur

 
co

m
m

itm
en

t i
s 

to
 c

re
at

e 
a 

se
lf-

su
st

ai
ni

ng
 c

ul
tu

re
 th

at
 

st
riv

es
 fo

r c
on

tin
ua

l i
m

pr
ov

em
en

t, 
w

hi
ch

 w
ill

 e
ns

ur
e 

th
e 

he
al

th
 o

f t
hi

s 
co

m
pa

ny
 fo

r d
ec

ad
es

 to
 c

om
e.

 
In

 a
 c

ol
d-

bl
oo

de
d,

 h
on

es
t w

ay
, l

ea
de

rs
 e

m
ph

as
iz

e 
th

e 
ne

ga
tiv

es
 a

t m
an

ag
em

en
t m

ee
tin

gs
 a

nd
 fo

cu
s 

on
 w

ha
t c

an
 b

e 
im

pr
ov

ed
 (o

f c
ou

rs
e,

 it
’s 

ok
ay

 to
 

ce
le

br
at

e 
th

e 
su

cc
es

se
s,

 to
o)

. A
ll 

re
po

rt
in

g 
m

us
t b

e 
ac

cu
ra

te
, a

nd
 a

ll 
re

le
va

nt
 fa

ct
s 

m
us

t b
e 

re
po

rt
ed

 a
nd

 
fu

lly
 d

is
cl

os
ed

 u
si

ng
 o

ne
 s

et
 o

f b
oo

ks
. 

13
. 

W
e 

ha
ve

 fo
rt

it
ud

e 

 
Fo

rt
itu

de
 o

ft
en

 is
 m

is
si

ng
 in

 le
ad

er
s:

 T
he

y 
ne

ed
 

to
 h

av
e 

a 
fie

rc
e 

re
so

lv
e 

to
 a

ct
. I

t m
ea

ns
 d

ri
vi

ng
 

ch
an

ge
, fi

gh
tin

g 
bu

re
au

cr
ac

y 
an

d 
po

lit
ic

s,
 a

nd
 ta

ki
ng

 
ow

ne
rs

hi
p 

an
d 

re
sp

on
si

bi
lit

y.
 

14
. W

e 
fo

st
er

 a
n 

en
vi

ro
nm

en
t o

f r
es

pe
ct

, 
in

cl
us

iv
en

es
s,

 h
um

an
it

y 
an

d 
hu

m
ili

ty
 

 
Th

e 
be

st
 le

ad
er

s 
tr

ea
t a

ll 
pe

op
le

 p
ro

pe
rl

y 
an

d 
re

sp
ec

tf
ul

ly
, f

ro
m

 c
le

rk
s 

to
 C

EO
s.

 W
e 

ne
ed

 to
 h

el
p 

ea
ch

 o
th

er
 b

ec
au

se
 o

ur
 c

ol
le

ct
iv

e 
pu

rp
os

e 
is

 to
 s

er
ve

 
cl

ie
nt

s.
 W

he
n 

st
ro

ng
 le

ad
er

s 
co

ns
id

er
 p

ro
m

ot
io

ns
, 

th
ey

 p
ic

k 
pe

op
le

 w
ho

 a
re

 r
es

pe
ct

ed
. A

nd
 le

ad
er

s 
al

so
 s

ho
ul

d 
as

k 
th

em
se

lv
es

: W
ou

ld
 I 

w
an

t t
o 

w
or

k 
fo

r 
hi

m
? 

W
ou

ld
 I 

w
an

t m
y 

so
n 

or
 d

au
gh

te
r 

to
 r

ep
or

t 
to

 h
er

? 
Le

ad
er

s 
ne

ed
 to

 a
ck

no
w

le
dg

e 
th

os
e 

w
ho

 
se

rv
ed

 b
ef

or
e 

th
em

 a
nd

 h
el

pe
d 

sh
ap

e 
th

e 
en

te
rp

ri
se

 
—

 it
’s

 n
ot

 o
ne

 le
ad

er
’s

 o
w

n 
do

in
g.

 T
he

re
’s

 a
 lo

t o
f 

lu
ck

 in
vo

lv
ed

 in
 a

ny
on

e’
s 

su
cc

es
s,

 a
nd

 h
um

ili
ty

 a
nd

 
gr

at
itu

de
 a

re
 im

po
rt

an
t. 

15
. 

W
e 

he
lp

 s
tr

en
gt

he
n 

th
e 

co
m

m
un

it
ie

s 
in

 
w

hi
ch

 w
e 

liv
e 

an
d 

w
or

k 

 
W

e 
be

lie
ve

 th
at

 b
ui

ld
in

g 
a 

st
ro

ng
, v

ib
ra

nt
 c

om
pa

ny
 

—
 o

ne
 th

at
 s

ta
nd

s 
th

e 
te

st
 o

f t
im

e 
—

 e
ve

nt
ua

lly
 w

ill
 

be
ne

fit
 n

ot
 o

nl
y 

ou
r s

ha
re

ho
ld

er
s 

bu
t a

ls
o 

ev
er

yo
ne

 w
e 

to
uc

h.
 It

 is
 w

ha
t e

na
bl

es
 u

s 
to

 g
iv

e 
ba

ck
 to

 o
ur

 c
om

m
u-

ni
tie

s.
 In

 o
ne

 s
en

se
, w

e 
vi

ew
 o

ur
se

lv
es

 a
s 

a 
sm

al
l 

bu
si

ne
ss

. I
f w

e 
w

er
e 

th
e 

ne
ig

hb
or

ho
od

 s
to

re
, w

e 
w

ou
ld

 
cr

ea
te

 s
um

m
er

 jo
bs

, s
po

ns
or

 lo
ca

l s
po

rt
s 

te
am

s 
an

d 
su

pp
or

t n
ea

rb
y 

or
ga

ni
za

tio
ns

. W
e 

op
er

at
e 

th
is

 w
ay

 in
 

m
an

y 
of

 o
ur

 c
om

m
un

iti
es

 a
ro

un
d 

th
e 

w
or

ld
, c

om
m

itt
ed

 
to

 a
dd

in
g 

va
lu

e 
by

 fo
cu

si
ng

 o
n 

is
su

es
 th

at
 a

re
 u

ni
ve

r-
sa

lly
 im

po
rt

an
t, 

in
cl

ud
in

g 
ed

uc
at

io
n 

an
d 

co
m

m
un

ity
 

de
ve

lo
pm

en
t. 

Ou
r g

re
at

es
t s

ou
rc

e 
of

 p
rid

e,
 h

ow
ev

er
, i

s 
ou

r e
m

pl
oy

ee
s 

w
ho

 c
on

tr
ib

ut
e 

tr
em

en
do

us
 a

m
ou

nt
s 

of
 

tim
e 

an
d 

ta
le

nt
 to

 w
or

th
w

hi
le

 c
au

se
s 

ar
ou

nd
 th

e 
gl

ob
e.

 
Ou

r l
on

g 
tr

ad
iti

on
 o

f v
ol

un
te

er
is

m
 c

on
tin

ue
s 

w
ith

 
th

ou
sa

nd
s 

of
 e

m
pl

oy
ee

s 
pa

rt
ic

ip
at

in
g 

in
 h

un
dr

ed
s 

of
 

vo
lu

nt
ee

r e
ffo

rt
s.

 

A
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O
M

M
IT

M
EN

T 
TO

 IN
TE

G
R

IT
Y,

 F
A

IR
N

ES
S 

A
N

D
 R

ES
P

O
N

SI
B

IL
IT

Y 
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16
. W

e 
hi

re
, t

ra
in

 a
nd

 r
et

ai
n 

gr
ea

t,
 d

iv
er

se
 

em
pl

oy
ee

s 

W
e 

ne
ed

 to
 r

em
in

d 
ou

rs
el

ve
s 

th
at

 th
e 

m
os

t 
im

po
rt

an
t t

hi
ng

 w
e 

ca
n 

do
 fo

r 
em

pl
oy

ee
s 

is
 to

 b
ui

ld
 

a 
he

al
th

y,
 v

ib
ra

nt
 c

om
pa

ny
 th

at
 tr

ea
ts

 p
eo

pl
e 

w
ith

 
re

sp
ec

t a
nd

 c
re

at
es

 o
pp

or
tu

ni
tie

s.
 E

ve
ry

 p
er

so
n 

co
un

ts
, a

nd
 w

e 
al

l s
up

po
rt

 o
ne

 a
no

th
er

. W
e 

m
us

t d
o 

w
ha

t i
s 

ri
gh

t f
or

 th
e 

co
m

pa
ny

 a
nd

 fo
r 

th
e 

cu
st

om
er

 
ev

en
 if

 w
e 

ha
ve

 to
 m

ak
e 

un
po

pu
la

r 
de

ci
si

on
s 

or
 

fo
rg

o 
ne

ar
-t

er
m

 r
ew

ar
ds

. W
e 

st
ri

ve
 to

 b
ui

ld
 a

n 
in

cl
us

iv
e 

w
or

k 
en

vi
ro

nm
en

t t
ha

t d
ra

w
s 

on
 a

nd
 

de
ve

lo
ps

 th
e 

be
st

 ta
le

nt
. W

e 
w

an
t i

nd
iv

id
ua

ls
 o

f a
ny

 
ra

ce
, f

ai
th

, n
at

io
na

lit
y,

 g
en

de
r, 

se
xu

al
 o

ri
en

ta
tio

n 
or

 p
hy

si
ca

l a
bi

lit
y 

to
 h

av
e 

th
e 

op
po

rt
un

ity
 to

 e
xc

el
 

ba
se

d 
on

 th
ei

r 
pe

rf
or

m
an

ce
 a

nd
 c

on
tr

ib
ut

io
n 

to
 th

e 
co

m
pa

ny
. B

ui
ld

in
g 

a 
di

ve
rs

e 
an

d 
in

cl
us

iv
e 

w
or

k 
en

vi
-

ro
nm

en
t r

eq
ui

re
s 

eff
or

t a
nd

 p
er

se
ve

ra
nc

e,
 w

hi
ch

 
is

 w
hy

 w
e 

w
ill

 m
ak

e 
in

cl
us

iv
en

es
s 

an
d 

di
ve

rs
ity

 a
n 

in
te

gr
al

 p
ar

t o
f h

ow
 w

e 
m

an
ag

e 
th

e 
co

m
pa

ny
. 
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.  

W
e 

bu
ild

 te
am

w
or

k,
 lo

ya
lt

y 
an

d 
m

or
al

e 

W
e 

ne
ed

 to
 c

on
tin

ua
lly

 h
ire

 a
nd

 tr
ai

n 
a 

po
ol

 o
f d

iv
er

se
 

m
an

ag
er

s 
an

d 
st

ro
ng

 le
ad

er
s.

 G
re

at
 m

an
ag

er
s 

dr
iv

e 
fo

r s
up

er
io

r p
er

fo
rm

an
ce

, b
ui

ld
in

g 
te

am
w

or
k 

w
ith

in
 

an
d 

ac
ro

ss
 b

us
in

es
s 

lin
es

. S
uc

ce
ss

fu
l l

ea
de

rs
 d

em
on

-
st

ra
te

 a
 p

as
si

on
 to

 w
in

 b
y 

ac
tin

g 
qu

ic
kl

y 
on

 to
ug

h 
is

su
es

, r
el

en
tle

ss
ly

 s
tr

iv
in

g 
to

 im
pr

ov
e 

pe
rf

or
m

an
ce

 
an

d 
de

ve
lo

pi
ng

 p
eo

pl
e.

 

W
e 

kn
ow

 th
at

 lo
ya

lty
 a

nd
 m

ut
ua

l r
es

pe
ct

 a
re

 a
 

tw
o-

w
ay

 s
tr

ee
t. 

Lo
ya

lty
 s

ho
ul

d 
be

 to
 th

e 
pr

in
ci

pl
es

 fo
r 

w
hi

ch
 s

om
eo

ne
 s

ta
nd

s 
an

d 
to

 th
e 

in
st

itu
tio

n.
 W

he
n 

m
is

us
ed

, l
oy

al
ty

 to
 a

n 
in

di
vi

du
al

 is
 a

no
th

er
 fo

rm
 o

f 
cr

on
yi

sm
. S

im
ila

rly
, l

oy
al

ty
 to

 e
m

pl
oy

ee
s 

do
es

 n
ot

 
m

ea
n 

th
at

 m
an

ag
er

s 
ow

e 
an

y 
pe

rs
on

 a
 p

ar
tic

ul
ar

 jo
b.

 
It 

m
ea

ns
 b
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