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ITEM 2 - Material Changes 

 

J.P. Morgan Institutional Investments Inc. (“JPMII”) has no material changes since its last annual update to report 
at this time. JPMII’s last annual update was March 31, 2011. 
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ITEM 4 - Advisory Business 
 

A. General Description of Advisory Firm 

 
J.P. Morgan Institutional Investments Inc. (“JPMII”) was incorporated on December 22, 1999 and became 
registered with the SEC on April 5, 2005.  The principal owner is J.P. Morgan Securities Holdings Inc. JPMII is 
a wholly owned, indirect subsidiary of J.P Morgan Chase & Co., a publicly traded corporation that is listed on 
the New York Stock Exchange. 
 

B. Description of Advisory Services 

 
JPMII provides discretionary and non-discretionary investment advisory services through established sub-
advisory relationships with third party registered investment advisors, Financial Engines Advisors L.L.C. 
(“FEA”) or Smart401k Advisors L.L.C. (“Smart401k”).   
 
JPMII delivers each of the FEA and Smart401k services through the platform of its affiliate, J.P. Morgan 
Retirement Plan Services LLC (“JPMRPS”). JPMRPS is a retirement plan record keeper and administrative 
services provider. The clients of JPMRPS are retirement plan sponsors (“plan sponsors”) whose employees 
participate in the retirement plans (referred to as “participants” and once a participant enrolls in one of the 
advisory service programs, they are referred to as “members”). 
 
JPMII, Smart401k, or FEA have no responsibility for the selection or maintenance of the menu of investment 
options available in the retirement plan.  
 

1. FEA Services 
  
FEA is an independent, registered investment advisor selected by JPMII to provide sub-advisory services.   
 
FEA provides non-discretionary investment advisory services through an online service called Personal Online 
Advisor (“POA”) and discretionary investment advisory services through the Personal Asset Manager with 
Income+ program, which   for JPMII customers is referred to as, J.P. Morgan Personal Asset Manager 
(”JPMPAM”).  
 
FEA utilizes proprietary software to develop individualized recommendations as to the allocation of assets within 
individual retirement plans.  The methodology is designed to provide personalized and diversified investment 
recommendations for members considering variables such as time horizon to retirement, risk tolerance, outside 
assets and other personal circumstances, as well as may provide calculations for retirement plan installment 
distribution amounts.   
 
POA, is a non-discretionary service for members to get objective advice. Members have to implement POA’s 
personalized recommendations within their retirement plan accounts and check back regularly to get updated 
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personalized recommendations.  JPMII does not place transactions on behalf of the members or monitor the 
personalized recommendations POA members receive. 
  

JPMPAM is a discretionary service, where we personalize each portfolio to fit the member’s needs and the 
specific characteristics of their plan. JPMPAM simulates thousands of scenarios, to find an investment mix 
designed to maximize the member’s opportunity for potential future value and which may also include the goal of 
providing steady income through retirement.  In addition, a portion of a member’s account balance may be 
maintained for an optional out-of-plan annuity purchase if the member elects to make such a purchase outside of 
the retirement plan after the member receives a distribution from the plan. Members may choose to personalize 
their account such that JPMPAM seeks to maximize the member’s opportunity for potential future value in light 
of the member’s risk level without the goal of providing steady income through retirement or providing the 
opportunity for purchase of the optional out-of-plan annuity.  
 
We create, implement, and monitor the personalized portfolios for members. JPMII constructs the member’s 
portfolio from the menu of investment options available in the retirement plan.  These investment options include 
mutual funds, exchange listed equity securities, commingled funds, separate accounts and insurance company 
provided guaranteed investment contracts. The investment options do not include restricted investments as 
determined by the plan sponsor 
 
JPMII does not provide advice on, or manage, restricted investments, member assets held in a brokerage account 
under the retirement plan or a member’s investments held outside the retirement plan. However the disclosure of 
any of these types of investments held by the member may influence the recommendations provided on the assets 
being managed. 
 
JPMII does not sell or distribute annuities, and does not receive any compensation related to out-of-plan annuity 
purchases.  
.   
 

2. Smart401k Services 
 
Smart401k is an independent, registered investment advisor selected by JPMII to provide sub-advisory services.   
 
Smart401k provides non-discretionary investment advisory services through an online service called Online 
Advice (“OA”) and discretionary investment advisory services through the Portfolio Allocation Service, which 
for JPMII customers is referred to as, J.P. Morgan Smart Account Manager (“JPMSAM”).   
 
Smart401k uses a proprietary scoring methodology to determine a model portfolio recommendation, based on 
current age, an assumption about risk level based on investment horizon, the available investments for the 
accounts, and any additional information provided by the member. 
 
OA, is a non-discretionary service which allows members to get objective advice. Members have to implement 
OA’s personalized recommendations within their retirement plan accounts and check back regularly to get 
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updated personalized recommendations.  JPMII does not place transactions on behalf of the member or monitor 
the personalized recommendations OA members receive. 
 
JPMSAM, is a discretionary service, where we design model portfolios suitable for similarly classified members 
within a specific retirement plan. Information provided by the member or the plan sponsor is used to determine 
which classification each member falls within and which model portfolio is best suited for their retirement goals. 
We use Smart401k’s proprietary fund selection methodology to determine the specific investment options within 
the model portfolios to maximize the member’s opportunity for potential future value in light of the member’s 
risk level. We create, implement, and monitor the model portfolio for members. 
 
JPMII determines each model portfolio from the menu of investment options available in the retirement plan.  
These investment options may include mutual funds, commingled funds, separate accounts and insurance 
company-provided guaranteed investment contracts.  The investment options do not include restricted investments 
as determined by the plan sponsor.   
JPMII does not provide advice on or manage restricted investments, equity securities, including employer stock, 
member assets held in a brokerage account under the retirement plan or a member’s investments held outside the 
retirement plan. 

 
C. Availability of Customized Services for Individual Clients 

 
For FEA Services, a member can tailor the services to his individualized needs by going online or contacting an 
Investment Advisor Representative to: 
 

 Adjust risk preference  

 Change desired retirement age 

 Include outside investments to be considered  

 If applicable, specify the maximum percentage of company stock to be held in the portfolio up to a 
maximum of 20%. 

 
For Smart401k Services, a member can tailor the services to his individualized needs by going online or 
contacting an Investment Advisor Representative and by completing an Investment Advice Questionnaire to: 
 

 Adjust risk preference 

 Change desired retirement age 
 

D. Wrap Fee Programs 

 
JPMII does not participate in wrap fee programs. 
 
E. Assets Under Management 

 
As of March 15, 2012 the amount of discretionary member assets managed by JPMII is: 
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 JPMPAM = $9,301,619,846.52 

 JPMSAM = $29,252,966.46 

 Total =  $9,330,872,812.98 
 
As of March 15, 2012 the amount of non-discretionary member assets managed by JPMII is: 
 

 OA = $ 0.00 

 POA = $ 0.00 
 

 
ITEM 5 - Fees and Compensation 

 
A. Advisory Fees and Compensation 

 
Fees for POA and JPMPAM are negotiable on a plan sponsor by plan sponsor basis. Generally, members enrolled 
in JPMPAM pay JPMII, on a quarterly basis in arrears, based on a percentage of assets managed in their 
retirement plan account (up to 0.60%, generally declining for account balances greater than $100,000). For the 
POA service, JPMII receives compensation for making POA available through a flat annual or periodic fee paid 
by the plan sponsor or retirement plan. JPMII may also receive compensation for service set up, communication 
services, participant assistance and educational meetings, through a flat annual or periodic fee paid by the plan 
sponsor, the retirement plan or participants. Fees are subject to change and JPMII may offer certain plan sponsors 
or members discounted fees or other promotional pricing.  
 
Fees for OA and JPMSAM are negotiable on a plan sponsor by plan sponsor basis. Generally, members enrolled 
in JPMSAM pay JPMII, on a quarterly basis in arrears, based on a percentage of assets managed in their 
retirement plan account (up to 0.40%, generally declining for account balances greater than $100,000). For the 
OA service, JPMII receives compensation for making OA available through a flat annual or periodic fee paid by 
the plan sponsor or retirement plan. JPMII may also receive compensation for service set up, communication 
services, participant assistance and educational meetings, through a flat annual or periodic fee paid by the plan 
sponsor, the retirement plan or participants. Fees are subject to change and JPMII may offer certain plan sponsors 
or members discounted fees or other promotional pricing.  
 
B. Payment of Fees 

 
Fees for service setup are assessed to the plan sponsor, the plan or participants prior to the service being opened 
for member enrollment. When adopting the service, plan sponsors determine if these fees will be paid by the plan 
sponsor, the plan or participants. Annual platform fees are invoiced upon the service being opened for enrollment 
and thereafter on the anniversary date of establishing the service for the plan. Annual platform fees may be paid 
by the plan sponsor, the plan or participants as determined by the plan sponsor. Member fees are calculated in 
arrears and approved by the plan sponsor.  Fees are deducted from member accounts after approval of the fees by 
the plan sponsor.  
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C. Additional Fees and Expenses 

 
Members invested in mutual funds, separate accounts, collective investment alternatives and other investments 
may be subject to other fees, typically imposed by such investments. Fees such as fund operating expenses or 
redemption fees may be imposed at the investment company level. Information about the fees imposed by specific 
investment choices is available in the fund prospectuses or offering memoranda for the securities.  JPMII may 
allocate member assets to funds or investment alternatives with these fees or costs.   
 
 
D. Prepayment of Fees 

 
Fees for service setup are assessed to the plan sponsor, the plan or participants prior to the service being opened 
for member enrollment. Annual platform fees are invoiced upon the service being opened for enrollment and 
thereafter on the anniversary date of establishing the service for the plan. When adopting the service, plan 
sponsors determine if these fees will be paid by the plan sponsor, the plan or participants.  The ability to obtain 
refunds for prepaid but unearned fees is part of JPMII’s agreement with the plan sponsor.  
 
E. Additional Compensation and Conflicts of Interest 

 
In our capacity as a broker dealer JPMII may also receive 12B-1 fees from the investment companies whose funds 
are selected by the plan sponsor for inclusion within the plan. JPMII broker dealer activities are not in conflict 
with our advisory services as broker dealer services are administered at the plan sponsor level not the member 
level. 
   

 
ITEM 6 - Performance-Based Fees and Side by Side Management 

 
Neither JPMII nor any of its Investment Advisor Representatives receive performance-based fees nor do we 
manage accounts that are charged a performance-based fee.  All individually managed member accounts are 
charged fees based on asset levels within the member account. Therefore there is no side by side management 
conflict with the advisory services we offer. 

 
 

ITEM 7 - Type of Clients 
 
JPMII provides investment advice to members in retirement plans for which JPMRPS, an affiliate, provides 
recordkeeping services.  Members must be residents of the United States or Puerto Rico. The plan sponsor may 
apply additional restrictions for participation due to plan or regulatory requirements.  A member account must 
have at least $5 to receive the initial investment advice transaction.   
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ITEM 8 - Method of Analysis, Investment Strategies and Risk of Loss 
 

A. Methods of Analysis and Investment Strategies 

 
FEA Services 
 
FEA, as JPMII’s sub-advisor, provides the analysis and investment strategies used in the FEA services. 
 
 
Methodology Overview 
 
FEA employs its own proprietary advice methodology to provide its investment advisory and related management 
services and to provide the calculation of retirement plan installment distribution amounts.  The analyses and 
recommendations generated by FEA’s advice methodology are based on an assessment of risk, correlations and 
expected returns for more than 32,000 securities (e.g., stocks, mutual funds, commingled trusts and separate 
accounts).  Such assessment for certain private or non-public securities may be based on the use of a reasonable 
proxy.  The methodology is designed to provide personalized and diversified investment recommendations that 
take into consideration time to retirement, risk tolerance, outside assets and other personal circumstances.  FEA’s 
methodology employs market consensus expectations on key economic and market indicators, and does not 
engage in market timing. 
 
Forecasting   
 
FEA employs its advice methodology to generate the forecasts as described above in the descriptions of FEA’s 
advisory services.  A forecast is an estimate of the chance of reaching the member’s retirement goals or may also 
be presented as a range of potential future values of an account at retirement.  The forecast is generated using 
specified assumptions and/or inputs specific to the member, including, but not limited to: 
 

 Current account balance(s); 

 Current savings or contribution rate; 

 Time horizon (i.e., years until retirement); and 

 Investment goal (e.g., desired account balance at end of time horizon). 
 
In order to generate forecasts, FEA’s advice methodology employs sophisticated Monte Carlo simulations which 
are hypothetical economic scenarios based upon analyses of historical and current returns, market volatility, cross-
correlations and other factors.  FEA’s methodology creates thousands of hypothetical future economic scenarios 
to evaluate how a member’s portfolio might perform under a variety of circumstances, including changing interest 
rates, dividend yields, and inflation and market conditions.  The forecast is a percentage figure representing the 
number of scenarios in which the balance of the member’s portfolio would be sufficient to meet or exceed the 
goal at the end of the time horizon.  A forecast may also represent a range of the potential future values of the 
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account at the end of the time horizon.  In addition, the simulation methodology provides a measure of short-term 
risk, estimating the percentage loss possible for the portfolio based on a 1-in-20 market downturn scenario. 
 
If applicable, members using Online Advice may also receive a forecast of the potential future value of the 
member’s company stock options within a designated time horizon.  Online Advice can also include information 
about the member’s company stock options in the member’s financial goal forecast(s). 
 
Forecasts are reasonable estimates based upon assumptions and information supplied by (or on behalf of) a 
member.  Forecasts are generated using forward-looking models of the economy and securities markets, which 
may incorporate such data as historical returns, historical correlations, expected growth rates and calculated risk 
premiums.  Past performance is not an accurate predictor of the future, and reliance on historical and current data 
necessarily involves certain inherent limitations.   
 
IMPORTANT: The forecasts or other information generated by FEA regarding the likelihood of various 
investment outcomes are hypothetical in nature, do not reflect actual investment results and are not 
guarantees of future results. 
 
The main sources of information used by FEA to generate forecasts include returns data for mutual funds, 
individual securities, and broad asset categories (e.g., large-capitalization U.S. equity returns, money market 
returns, foreign equity returns, etc.), security-specific information such as mutual fund expense ratios, as well as 
current market data and information that can be derived from these sources. 
 
FEA utilizes recognized and independent pricing services for timely valuation information for advisory member 
securities. Whenever valuation information for specific, illiquid, foreign, private or other investments is not 
available through pricing services, FEA will obtain price information from at least one independent source, 
whether it is a broker/dealer, bank, plan sponsor, plan provider or other source. Securities for which ready 
valuation information is not available from an independent source will be reviewed and priced in good faith to 
reflect the security's fair and current market value.  FEA conducts periodic reviews of valuation information to 
identify incorrect, stale or mispriced securities.  Pricing errors will be resolved as promptly as possible. FEA 
monitors certain SEC filings for selected securities with regulatory or corporate action events that might influence 
estimates of expected returns or volatilities. 
 

Application of Methodology 

FEA also employs its methodology to determine the recommended portfolio allocations in connection with the 
provision of its investment advisory and related services as described above.  FEA’s methodology analyzes the 
member’s current holdings and the choices available for investment within the member’s account, including for each 
investment alternative: 
 

 exposure to various asset classes;  

 expenses; 

 manager performance;  

 risk; and  
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 tax-efficiency. 
 
FEA utilizes proprietary software in its investment advisory methodology, including software for which patents 
have been obtained and other patents are pending, to analyze historical and current returns, market volatility, 
cross-correlations and other factors to develop individualized recommendations as to the allocation of assets 
within individual retirement plans and other investment accounts.  The software employs returns-based style 
analysis, optimization, and Monte Carlo simulation, among other techniques, to develop individualized 
recommendations. 
 
The methodology generates a recommended portfolio allocation that is generally designed to maximize the 
opportunity for potential future value in light of the member’s risk level.  Due to the statistical nature of FEA’s 
process, a number of potential portfolios will satisfy its criteria for an appropriate investment strategy and 
allocation.   
 
The universe of available investment alternatives may be designated by the plan sponsor or other plan fiduciary 
(in the case of a defined contribution plan account), by a financial institution, or by the member.  Investments or 
securities not available in such defined universes may have characteristics similar or superior to those available 
investment alternatives being analyzed.  FEA has no authority or responsibility to select the universe of 
investment alternatives available for member accounts, nor does FEA have the authority or responsibility to 
monitor investment choices for the continued appropriateness for inclusion in the universe, or to monitor the 
adequacy of the universe as a whole.   

Recommendations regarding classes of securities derive from forward-looking models of the economy and 
securities markets that may utilize such data as historical returns, historical correlations, expected returns and 
estimated risk premiums. 

Although FEA may recommend trading or short-term purchases depending on market conditions, changes in 
individual preferences and other criteria, it is generally anticipated that the dominant mode of advice will 
recommend long-term purchases. 

Consistent with its fiduciary duties, FEA’s policy is to exercise high levels of care and prudence in making and 
implementing investment decisions for member accounts. FEA typically employs validation tests and operational, 
oversight and quality control procedures. However, FEA relies on a significant amount of data from multiple 
sources and cannot guarantee that all relevant data is free from error. Certain data is regularly presented to 
program members who are responsible for informing FEA of any inaccuracies in a timely way.  

IMPORTANT: Investing in securities involves risk of loss that clients should be prepared to bear. 

Smart401k Services 

Smart401k, as JPMII’s sub-advisor, provides the analysis and investment strategies used in the Smart401k 
services. 
 
Smart401k provides investment advice relating to investment allocations to funds offered through company-
sponsored retirement plans.  Smart401k does not offer advice with respect to company stock (“Company Stock”) 
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or any other individual company security except that Smart401k generally recommends that members allocate no 
more than ten percent (10%) of the investable assets of their portfolios to Company Stock. 
 
Smart401k’s methodology is designed to create asset allocation recommendations that match member’s’ Investor 
Profiles.  Member Investor Profiles are based on member’s’ answers to a standardized questionnaire, or are 
provided by the plan sponsor, which is designed to measure clients’ investment time horizons, risk tolerances and 
investment goals. 
 
Based upon each member’s answers to the questionnaire or on the information provided by the plan sponsor, 
Smart401k chooses an asset allocation model.  Asset allocation refers to the way in which money is allocated 
among the various asset classes, such as International Stock Funds, Small/Mid-cap Stock Funds, Large-cap stock 
Funds, Bond Funds and Short-term Fixed Income, and other asset categories. To determine what Smart401k 
believes is an optimal mix for each member, Smart401k uses the concepts of Modern Portfolio Theory and the 
Efficient Frontier. 
 

 Modern Portfolio Theory* – The theory, first published in the 1950s, formalizes and advocates the 
practice of diversifying across a variety of investment types. The chief benefit of diversification is a 
reduction in portfolio risk – diversification is the opposite of putting all your eggs in one basket. 

 
 The Efficient Frontier* – An element of Modern Portfolio Theory, financial analysts use this 

equation to determine which funds that have the highest expected return for a specific level of 
investment risk.  

 
Once an asset allocation model is chosen for a member, Smart401k uses a proprietary fund selection methodology 
to determine what it believes to be the best available fund in each asset category.  Factors that are considered 
include, but are not necessarily limited to, the following: 
 

 The fund manager's track record; 
 Consistency of performance across multiple time periods; 
 Performance of the fund against others in the same category; 
 Risk factors; 
 Expenses; 
 The overall ethics and stewardship of the fund family; and 
 Potentially other factors. 

 
Smart401k acquires plan-level Fund offerings and certain other information from plan participants, plan sponsors, 
and potentially other sources.  Performance, expense and other data relating to specific funds is generally obtained 
through third-party databases, including Morningstar and Lipper, and may be obtained through other sources. 
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Risks and Other Limitations 

Investing in mutual funds and other investments involves risk, including the risk of a loss of principal 
investments.  There is no guarantee that Smart401k’s investment methodology will result in a positive investment 
return for any member portfolio.  
 
Above included references to Modern Portfolio Theory and Efficient Frontier concepts should not be construed as 
any guarantee of efficiency in expected returns as compared to portfolio risks.  Smart401k applies a variety of 
criteria in choosing funds for each asset class, including historical returns, fee ratios, management tenure and 
several other criteria, the application of which may cause a recommended portfolio to be theoretically less 
efficient than it may have been had other fund recommendations been made.  Additionally, Smart401k’s ability to 
match funds to asset classes for any given plan is limited, potentially significantly, due to limitations in the 
number and/or types of funds offered in any particular plan. 
 
Please note that that portfolio recommendations provided by Smart401k to a member of a particular 401k plan do 
not take into account investments and other assets held by the member outside of that plan.  If you have 
significant fund and/or individual securities investments outside of this 401k plan, we strongly urge you to speak 
to a qualified investment professional prior to implementing any allocation recommendations provided by 
Smart401k.  Additionally, because Smart401k is reliant upon members and other parties to provide updated plan 
information, recommendations made by Smart401k may not always capture or include changes to a roster of 
funds offered in a given plan if those changes were not communicated to Smart401k. 
 
B. Material, Significant, or Unusual Risks Relating to Investment Strategies 

Investment return and principal value of security investments will fluctuate. The value at the time of redemption 
may be more or less than original cost. Past performance is no guarantee of future results.  No investment advisor 
can guarantee results. 
 
To help achieve long term security, you should give careful consideration to the benefits of a well-balanced and 
diversified investment portfolio.  This is because market or other economic conditions that cause one category of 
assets to perform very well often cause another asset category to perform poorly.  Diversification does not 
guarantee investment returns and does not eliminate the risk of loss. 
 

 Bond funds have the same interest rate, inflation, and credit risks that are associated with the underlying 
bonds owned by the fund.  Interest rate risk means that as interest rates rise, the prices of bonds will 
generally fall, and vice versa. Inflation risk is the risk that the rate of return on an investment may not 
outpace the rate of inflation. Credit risk is the risk that issuers and counterparties will not make payments 
on securities and investments held by the fund. 
 

 Small- and mid- capitalization funds typically carry more risk than stock funds investing in well-
established "blue-chip" companies since smaller companies generally have a higher risk of failure. 
Historically, smaller companies' stock has experienced a greater degree of market volatility than the 
average stock. 
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 International investing involves a greater degree of risk and increased volatility. Changes in currency 
exchange rates and differences in accounting and taxation policies outside the U.S. can raise or lower 
returns. Also, some overseas markets may not be as politically and economically stable as the U.S. or 
other nations. 
 

For more complete information about any of the mutual funds or investment products available within the 
retirement plan, please call 800-345-2345.  

 
C. Risks Associated With Particular Types of Securities 

Neither JPMII nor its sub-advisors recommend a particular type of security.  JPMII’s recommended portfolios and 
investment advice is provided based upon the menu of investment options available in a member’s retirement 
plan.  The plan sponsor or its agent is responsible for determining the retirement plan’s menu of investment 
options.  

 
ITEM 9 - Disciplinary Information 

 

A. Criminal or Civil Proceedings 

 
JPMII has no criminal or civil proceedings to report. 
 
B. Administrative Proceedings Before Regulatory Authorities 

JPMII has no Administrative Proceedings before Regulatory Authorities to report. 
 
C. Self Regulatory Organization (SRO) Proceedings 

JPMII has no Self Regulatory Organization proceedings to report. 
 

 

ITEM 10 - Other Financial Industry Activities and Affiliations 
 
A. Broker-Dealer Registration Status 
 
JPMII is a dually registered broker-dealer and investment advisor.  All management persons hold licenses with 
the broker-dealer.  There are no outside business activities to report for the management team.  JPMII may 
provide broker-dealer services to plan sponsors or participants in a retirement plan recordkept by its affiliate, 
JPMRPS.  These services include marketing and educational materials related to the plan’s fund line-ups or 
proposed line-ups. 
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B. Futures Commission Merchant, Commodity Pool Operator, or Commodity Trading Adviser       
Registration Status 

JPMII is not nor do we intend to register as a futures commission merchant, commodity pool operator, a 
commodity trading advisor, or as an associated person of any of the foregoing entities.  

 
C. Material Relationships or Arrangement with Industry Participants 

JPMII has established a relationship with JPMorgan Distribution Services Inc. ("JPMDS"), an affiliated broker-
dealer. JPMDS acts as the Distributor for the JPMorgan Mutual Fund family. JPMII has entered into a selling 
agreement with JPMDS which will, among other things, provide for the receipt of fees including 12b-1 fees for 
the distribution, sales and marketing of JPMorgan mutual funds to plan sponsors.  
 
JPMorgan Investment Management, Inc. (“JPMIM”) is an affiliated investment advisor of JPMII. JPMIM 
manages mutual funds and other investment vehicles which may be selected by plan sponsors as part of such plan 
sponsor’s retirement plan menu of investment options.  
 
Chase Investment Service Corporation (“CISC”) is an affiliated broker dealer. CISC may offer retirement plan 
participants the ability to open a self directed brokerage account within their respective retirement plan trust if 
authorized by the plan sponsor. CISC may also offer IRA rollover services to plan participants terminating from 
their respective plans. 
 
JPMorgan Securities LLC (“JPMS”) is an affiliated broker dealer. JPMS may offer execution services for listed 
securities within retirement plan trusts if selected by the plan sponsor for such services. JPMS may also offer IRA 
rollover services to participants terminating from their respective plans. 
 
JPMorgan Chase Bank, N.A. (“JPMC”) is an affiliated banking institution of JPMII.  JPMC may provide trustee 
services to plan sponsors pursuant to a trust agreement entered into between JPMC and the plan sponsor which 
may, among other things, provide for the receipt of fees by JPMC for trustee and administrative services plan.   
 
JPMII does not view these relationships as conflicts of interest as the plan sponsor or its agent is responsible for 
determining the retirement plan’s menu of investment options and service providers.  JPMII does not participate 
in the plan sponsor’s decisions regarding these matters. 
 
D. Material Relationships or Arrangement with Industry Participants 

JPMII has established a relationship with Financial Engines Advisors L.L.C (“FEA”) and with Smart401k, LLC 
(“Smart401k”).  FEA or Smart401k acts as sub-advisor for the advisory services.  JPMII has entered into a service 
agreement with FEA and Smart401k, respectively, which will among other things provide for the receipt of 
advisory services fees for providing such services to retirement plan members. JPMII does not view these 
relationships as conflicts because the sub-advisors remain independent from JPMII and its related persons with 
respect to their methods of analysis and investment strategies. 
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ITEM 11 - Code of Ethics, Participation or Interest in Client Transactions and Personal Trading 
 

A. Code of Ethics 

 
JPMII, FEA and Smart401k have adopted a Code of Ethics (the “Code”) pursuant to Rule 204A-1 of the 
Investment Advisers Act of 1940. FEA’s Code is described in its Form ADV. Smart401k’s Code is described in 
its Form ADV.  JPMII’s Code establishes and reinforces a standard of business conduct that is expected of 
persons associated with JPMII, and provides specific guidance related to avoiding actual or apparent conflicts of 
interest. JPMII’s Code emphasizes certain governing principles JPMII personnel should always be mindful of in 
the course of their work for JPMII, including the duty at all times to place the interests of JPMII clients first, the 
protection of material non-public information and the obligation to report violations. In addition, persons 
designated as Access Persons under the Code are subject to additional specific requirements with respect to their 
personal securities transactions, including the disclosure of all securities holdings on an annual basis, certain 
reporting on a transactional and quarterly basis and prior approval of transactions for certain designated securities 
and offerings. JPMII maintains procedures for distribution and acknowledgment of the Code to all JPMII 
personnel, and provides education on its content and requirements. Upon request, JPMII will provide a copy of 
the Code to clients and prospective clients. To request a copy of the Code, please call 1-212-648-0882 or write to 
JPMII at 270 Park Avenue, New York, NY 10017, Attention: Compliance 
 
B. Securities That You or a Related Person Has a Material Financial Interest 

JPMII may purchase or sell for member accounts securities in which it, or related persons, has a financial interest. 
JPMII’s related persons may issue recommendations on securities held by member portfolios that may be contrary 
to investment activities of JPMII. Additionally, employees of JPMII, or its related persons, may hold the same or 
similar securities as member portfolios, and from time to time may recommend such securities for purchase or 
sale in member’s portfolios in the normal course of business. Employees of JPMII, or its related persons, are 
subject to strict personal trading policies which require prior management approval, prohibit short term trading, 
and require all material conflicts be disclosed prior to effecting a transaction. 

 
C. Investing in Securities That You or a Related Person Recommends to Clients  

JPMII, its officers and employees may purchase securities for their own accounts which may, in certain instances 
be the same securities as those bought or sold for members – for example shares of the same mutual fund or 
employer stock. All employees are required to obtain prior management approval for personal transactions and 
disclose any non-public material information or material conflict with their intended transaction.  
 
D. Conflicts of Interest Created by Contemporaneous Trading 
 
All JPMII employees and related persons are required to obtain prior management approval for personal 
transactions and disclose any non-public material information or material conflict with their intended transaction. 
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ITEM 12 - Brokerage Practices 

 

A. Factors Considered in Selecting or Recommending Broker-Dealers for Client Transactions 
 
The plan sponsor or its agent selects the broker - dealer used by the retirement plan and determines the 
reasonableness of the compensation.  JPMII does not select or recommend broker-dealers for transactions and 
does not determine the reasonableness of a broker-dealer’s compensation.   
 

1.  Research and Other Soft Dollar Benefits.  
 JPMII does not engage in soft-dollar or research arrangements. 
 
2. Brokerage for Client Referrals.  
 JPMII does not accept client referrals from broker-dealers or third parties. 
 
3. Directed Brokerage.  
 The plan sponsor may select to offer brokerage services to participants in the retirement plan.  JPMII does 

not participate in such decisions and does not provide recommended portfolios or investment 
recommendations on assets held in a brokerage account under the retirement plan.  

 
 
B. Order Aggregation 

 JPMII does not aggregate the purchase or sale of member accounts and does not have the opportunity to do so as 
member accounts, generally, are held in trust per regulatory requirements. 

 
 

ITEM 13 - Review of Accounts 
 

A. Frequency and Nature of Review of Client Accounts or Financial Plans 
 
Account reviews are the responsibility of FEA or Smart401k for the respective services each provide as sub-
advisor.  Working with support from FEA or Smart401k as well as the compliance department, JPMII will 
conduct random member account reviews to assure that the management of the account is consistent with the 
methodology of the FEA or Smart401k services and that the discretionary and non-discretionary investment 
advisory services are prudent from a fiduciary perspective. Reviews will be conducted by Vice Presidents of 
JPMII. 
 
B. Factors Prompting Review of Client Accounts Other than a Periodic Review 

JPMII reviews accounts on a monthly or quarterly basis but may review accounts more frequently if a question or 
complaint is received by JPMII 
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C. Content and Frequency of Account Reports to Clients 

FEA, as sub-advisor, will provide quarterly written reports to all members enrolled in JPMPAM; these reports 
provide member’s holdings, balances, and transaction activity for a certain period of time. If requested by a 
retirement plan sponsor, FEA also will provide written reports to plan sponsors reflecting plan level activity for a 
certain time period.  
 
JPMII, through its affiliate JPMRPS, will provide quarterly written reports to all members enrolled in JPMSAM. 
These reports provide member’s current holdings, balances and transaction activity for a certain period of time. 
 
 
 

ITEM 14 - Client Referrals and Other Compensation 
 

A. Economic Benefits for Providing Services to Clients 
 

Other than the additional compensation detailed in Item 5 E, JPMII receives no economic benefit from anyone 
who is not a member, plan sponsor, or retirement plan except as described in Item 5. 
 
B. Compensation to Non-Supervised Persons for Client Referrals 
 
JPMII does not compensate persons who are not supervised by JPMII for client referrals. 

 
ITEM 15 - Custody 

 
JPMII does not retain custody of member accounts.   
 

ITEM 16 - Investment Discretion 
 

Members are required to enter into a service agreement with JPMII for its discretionary investment advisory 
services.  Under the service agreement, members delegate to JPMII all of their powers, duties and responsibilities 
with regard to the investment, reinvestment and allocation of their retirement plan account assets, excluding any 
restricted investments, and members appoint JPMII as their agent in fact with full authority to buy, sell or 
otherwise effect investment transactions involving the assets in the member’s retirement plan account without a 
member’s approval of each transaction.   
 

ITEM 17 - Voting Client Securities 
 

A. Policies and Procedures Relating to Voting Client Securities 
  
JPMII, FEA and Smart401k have no responsibility or legal authority for voting proxies relating to securities held 
in member accounts or for initiating, taking, advising on or responding to any action with respect to potential or 
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existing class action, litigation, bankruptcy or any other proceeding involving any securities held in member 
accounts. 
 
B. No Authority To Vote Client Securities and Client Receipt of Proxies 

JPMII, FEA and Smart401k have no responsibility for voting proxies relating to securities held in member 
accounts or responding to questions regarding a particular solicitation.  The plan sponsor or its agent is 
responsible for providing proxies or other solicitations to members.  Members can contact the plan sponsor or its 
agent regarding questions about a particular solicitation.  
 

ITEM 18 - Financial Information 
 

A. Balance Sheet 
 
As reflected in Item 5.D., members do not retain the ability, nor does JPMII require or allow the prepayment of 
JPMPAM or JPMSAM service fees. Consequently, JPMII does not make available a balance sheet for members. 
 
B. Financial Conditions Likely to Impair Ability to Meet Contractual Commitments to Clients 

JPMII is not aware of any financial conditions that would likely impair our ability to meet our contractual 
commitments to members, or the plan sponsors. 
 
C. Bankruptcy Filings 

JPMII is not aware of any current or historical bankruptcy petition filings that would be required to be disclosed. 
 

 


