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Global Custody Services

J.P. Morgan is a leader in defining and creating best market practices and shaping the industry through involvement in
major markets and industry memberships. Continuous focus on operational quality, efficiency, and risk reduction through

market practice participation, re-engineering and automation.

®  Entrusted with US $16.9 trillion in client assets under custody,
US $5.8 trillion of which are invested outside the U.S. (as of June
30, 2011)

= Wide auto credit payment of income
= Real time cash projections and reporting
= Global trade processing
= Asset servicing
= [ncome

u  Corporate actions

= Class actions

= Asset safekeeping / manag
= Custody cash management
»  Global messaging / instruction management

= End client reporting and information

®  Over 983 seasoned service professionals located in 21 regional
service centres worldwide

p ls] it staff based in Hong Kong,
Singapore, Mew York, London, and Bournemouth available for
client consultation

P> e
= Market leading internet based reporting
= Reduced risk through highest focus on straight through processing

u g.g., only custodian to STP corporate actions to DTC

s G and global market reference data
maintenance

®  Multi-jurisdictional state of the art operational sites employ world-
class automation, reconciliation and risk management tools,

g7 of client i
= Continual expansion of product set to support evolving fund
manager needs:
® eg., ETFsandL ged funds &

= Focus on service quality and delivery:
» Trades settled on value date: 96.68% across all markets

= Income paid on payable date: 96.53% including emerging
98% ically via AutoCredit

» Corporate action notices within 24 hours of receipl: 99.97%

®  Securities Services Provider of the Year - ICFA Magazine

European Awards, 2010

» Best Asset Service Provider - Asianinvestor Service Provider
Awards, 2010

= Best Cuslodian — Pension Funds - Global Investor Global Cuslody
Survey, 2008, 2009, 2010

= Best Assel Servicer (Middle Office) Financial News Awards, 2011

JPMorgan
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Introduction to Prime Custody Solutions

What is the vision?
= Capitalise on J.P. Morgan's unique
long/short capabilities across Worldwide
Securities Services, Investment Banking and
Prime Brokerage in a coordinated way to:

= Provide clients with best in class
services across the firm- wide offering

u  Offer tangible, integrated services which
create growth opportunities and
efficiencies for our clients

®  Strengthen and deepen relationships
with our clients

®  |dentify other cross-LOB opportunities
through the process of coordination

J.P. Morgan’s Dedicated Prime Custody

»  Solving client specific issues as they relate
to long/short activities

= Providing access to J.P. Morgan's broader
capabilities and thought leadership

= Creating new products to cater for long/short
funds evolving needs

= Coordinating the firms long/short offering

44 JPMorgan
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J.P. Morgan Securities Lending Program — Executive Summary

u  Ability to tailor a Securities Lending solution to clients

Security and protection through an indemnity (backed
by capital strength and proven track record) and
collateral

Global network of trading capabilities and client
management coverage ensuring both full client
support and Borrower access

specific needs across discretionary and directed
lending, auctions and exclusives

® Securities Lending operating model that leaves

investment management uninterrupted and enables
portfolio ‘business as usual'

Key fundamentals that clients can expect from their securities lending agent:

A dedicated Relationship Manager that can add
industry perspective on issues ranging from risk
management to global trading

A Securities Lending program of appropriate size and
scale to ensure risk mitigation, efficient operations
whilst maximising revenue potential

A Securities Lending program of appropriate size and
scale can ensure more efficient operations and
maximise revenue

With independent benchmarking providing full insight
into performance, clients can choose an Agent offering
optimal risk adjusted returns

® An array of customisable reporting tools ensuring full
disclosure and control over the Securities Lending
program parameters

Securities Lending should provide low risk incremental income without impeding the clients other investment activities

JEMorgan

Securities Lending — Enhancing the Power of a Portfolio

| Securities Lending is an investment overlay strategy that enhances the intrinsic value of a portfolio of
securities. Securities Lending has the ability to produce alpha by generating income, with an acceptable
level of risk and it reduces a portfolio’s expenses.

| = Mutual understanding of program structure and risks = Collaboration to design client specific, custom collateral

investment guidelines
= Global operating model focused on control, quality of

people, processes and systems » Detailed reporting and complete transparency

Securities Lending
Prudent Requirements

Maximise Additional Alpha o "@ e Global trading and distribution
- L)

with minimal risk Locations in multiple time zones
Portfolio
enhancement

H s
- -
' : i< H
Additional Alpha . Indemnifications against
Control risks borrower default
To maximise safety of principal Reduced Lending agent should have
. operational K strong capital base

-
expenses Py

‘..
... ..C
‘ Minimal impact @'-....... @ Flexible cash collateral and non-cash

Collateral guidelines

to the invest gement proce:
T R o s Securities clearance and cash management

strength and controls

45 JEMorgan
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The Securities Lending Industry — Lending Strategies for Clients

Agont Led — Singlo Borrower (exlusive)

= True and current value of each ® Consistent income streams e.g. ® Lender and Borrower direct
individual loan opportunity is bps return of NAV (no upside) relationship
obtained .
®  Parties typically selected through = Support/ report services not part
= Overall risk is minimised i.e. an auction process (exposure to of core activities
borrower risk is spread with single borrower) ) o
multiple munterpzfrﬁes ® No 3rd Party indemnification

® Can derive higher returns but
® Operationally less impact to client higher utilisation and turnover

600 090

JPMorgan
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The Securities Lending Industry — High Level Process of a Loan

Securities Collateral (3] :
Cash Collateral (s | i
Investments

Loan Initiation o Asset Servicing & Sale Management
Agent maintains borrower relationship and monitoring The Agent performs all asset servicing of on-loan positions
and negotiates and trades loan with Borrower. and actions retumning securities for client sales
Securities Movements e Earnings
Collateral is received from Borrower (prior fo delivery of Revenue is calculated, reconciled, claimed and paid by
loaned security). Agent to Lender
Collateralisation o Client Support
Collateral held by Agent for client : both cash collateral Agent provides sales monitoring, reporting and client
and securities (non-cash) collateral held service

o Loan Maintenance
Agent performs daily ‘marking to market of loans

46 JPMorgan
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Lender

Investment Yield of 1.05%

ST I T I T I T I I T I r Y rr ' rrere

The Securities Lending Industry — Earnings Flow

N R RN T T R S

I Security Loan -.

@ Receiptandin of cash

e Loan origination
Rebate negotiated, collateral and security
exchanged

o Earnings

The spread between the investment yield

€ 15 8P Eamings (1.05% -090%) |

and the rebate
> The rebate can be considered to be an

interest rate owed to the borrower

10 bp Gross Fee

Loans versus Securities Collateral

Loan origination
Fee negotiated, collateral and securities
exchanged

e Earnings
Paid by the borrower to the lender

JPMorgan

Comprehensive range of securities lending program options —
discretionary, directed, auctions, exclusives and principal

Separate cash collateral investment accounts designed to meet
individual client risk/reward profiles

Customised and transparent approach with a strong premium
placed on risk management

Borrower default indemnification supported by J.P. Morgan's
“fortress balance sheet”

Access to firm-wide resources including disciplined risk
management, product innovation, operational excellence, global
processing capabilities, and top-tier service professionals

Prudent investment management
excellence
Consistent long-term execution

Performance

Highly skilled securities lending professionals
= Dedicated relationship consulting
= Client-driven service delivery

LUVl uUUdduidduiudiduuivuvvvuviduvuuuuvuuuu

J.P. Morgan’s Securities Lending Program — Key Attributes & Benefits

Securities Lending Program Leverages the Capital Markets and
J.P. Morgan is a Premier Securities Lending Provider Risk Management Expertise of the J.P. Morgan Franchise

Capital Strength: Total assets of US $2.2 trillion, Tier 1 capital
12.4%, shareholder equity US $182.9 billion, total deposits of US
$1 trillion and strong credit ratings (Moody's Aa1, S&P AA-, Fitch
AA-), as of June 30, 2011

Global Resources: Independent credit analysis and reviews
from J.P. Morgan Asset Management and collateral
management expertise o ensure accurate, timely pricing and
margin collections. Top-tier research and trading capabilities in
our Investment Bank.

Market Insight. Broad relationships with the broker/dealer
community, affording insights into market flows and areas of risk
and opportunity

= Full-service lending options
= Collateral management flexibility
= Programs tailored to individual client needs

« Extensive risk management and controls

» Borrower default indemnification

= Seamless integration with client investment
activities

JPMorgan
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What Client Support will J.P. Morgan Provide? Program Transparency

20004

= Dedicated Securities Lending Client Manager
= program Planning

» Regular Revenue analysis

16,904
» Industry Expert e.g. Markets, tax changes,
regulatory etc.

Tatal return te Londable (Bp)

®m Performance Benchmark

0. +
Jem 06 Jul 06 Aug0f Sep 06 Oct 08 Nov 05 DecO6 Jan Q7 Feb 07 Mar 07 apr 07 May &7

= Benchmark through provider DataExplorers

— Total return 1o Londable Tetal retrn o Lanzatie
Chart) {Grougi

= Measure performance to the industry

®  Online reporting access

= VIEWS Portfolio Reporting for Securities Lending
» Generate User-Defined report templates
= Create scheduled reports run at set times

®  Automated report distribution

JPMorgan
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What Client Support will J.P. Morgan Provide? Reporting & Technology

‘ JPMorgan
Full Reporting and Transparency :

Risk &

: Ay SFibegan ACCESS: Dashbasrd
Content Management '

= Report customisation, data drill-through, flexible output formats,
alternative delivery (e-mail, auto-save, file ftp, auto print}

= Consolidation of a client's U.S. and Global data within reports with
the ability to select client’s base currency

= A scheduler feature that allows data and time dependent reporting
events to be created and automatically e-mailed to recipients

= A report-writing feature to overlay the richness of standard report
templates, with the ability to customise those report templates to a
user's specification

= Report Folders which allow a user’s favorite reports to be stored for
easy access, as well as the ability to share customised reports with
others users

®  Drill-through functionality for reports with the addition of a Table of
Contents for ease of navigation within report details

w  Security Reference Quick Query, as the first release of the nEE 1w
investigative feature within the Quick Query component of the :
application

= Securities Lending Dashboard: all key reporting parameters and
information in a single, customisable view (see picture)

| 48 J.PMorgan
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Integrated and Automated Margin Calculation and Call Process

Fully automated margin calculation and call process
Daily derivatives portfolio valuations

= Daily trade file of derivatives valuations from Collateral valuations

close-of-business prior day ’ J_PMOI‘gan ‘  Credit ratings

= Client can value the portfolio inhouse or engage
| J.P. Morgan to provide independent valuations FX rates

servica © Interest rates
' -
Automated margin calculations

» Net derivatives exposure by counterparty

» Apply parameters contained within the CSA, e.g. Thresholds, Minimum
Transfer Amount, Rounding Amounts etc

® Apply haircuts to collateral values
= Determine MTM exposure to be collateralised

|

Margin call process

[
» Margin calls are issued to counterparties where Client is in-the-money

# J.P. Morgan proactively follows up with pariies o get ag |

» J.P. Morgan does not initiate returns/ deliveries for Client out-oi-the-
maoney posilions

JPMorgan

iﬂ.QQQH..ﬂ.ﬂ...ﬂ.ﬁﬂ..............ﬁ‘

8868888888688 E888688868888888888886868 8

Collateral Settlement and Custody

When Client is in the money and J.P. Morgan calls for collateral

Counterparties Custodian(s) = Collateral is delivered to J.P. Morgan by the
counterparties in accordance with the agreed margin
call

Counterparty Counterparty Counterparty

i = & = J.P. Morgan checks received collateral is in

accordance with the CSA terms (e.g. eligibility and

I Out of the money Out of the money QOut of the maney haircuts)

= Collateral is held custody in segregated collateral
accounts on behalf of Client, and J.P. Morgan
performs all asset servicing functions, including
coupon distribution back to counterparties

Client Collateral Client Collateral

AJC ret AIC ref

Counterparty Counterparty
B c

J.P. Morgan DCM

49 JPMorgan
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Collateral Settlement and Custody

! When Client is out of the money and posting collaf

= Upon receiving a margin call, J.P. Morgan will
independently validate the counterparty’s’ margin
calculations

® Ifagreed, J.P. Morgan will inform Client of the required
collateral needed to meet the margin calls. Client will
instruct its custodians to move required assets to
Client's Longbox with J.P. Morgan for use as collateral

l = Client can also agree to leave a buffer asset balance
in the longbox account to minimise transfers between
custodians and J.P. Morgan

J.P. Morgan DCM

= Collateral is delivered to counterparties in accordance

with the CSA terms (e.g. eligibility and haircuts)

Client Longbox A/C

® J.P. Morgan will track any corporate or income events
on posted collateral, and request such payments from
counterparties to return to Client.

Counterparty Counterparty Counterparty
A B (o4

In the money In the money In the money

Counterparties Custodian(s)

JPMorgan
ARAARARARARRAARARRARARARARARARARARAARARRARAR
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Cash Collateral Interest Process

Client’s Cash
Account
h
4) Interest earned on longbox cash balance is
paid back to Client
1) Interest on longbox and collateral
account cash balances are accrued daily,
paid into a NIB accounts at the end of each
mon
Client USD i
Cash Long 2) J.P. Morgan will calculate
Box interest owed to each

Client NIB
Account

usp

counterparty based on interest
rate stipulated in CSA. Any
interest shortfall between interest
eamed in collateral account and
interest owed to counterparty
under the CSA will be topped up
from Client Long Box

=
o
=
2
Q
@
3
=]
(3]
=

3) J.P. Morgan will distribute interest to each
counterparty

Mote: J.P. Morgan will calculate and track interest on cash collateral (under the CSA interest rate) that the client posts to counterparties, and will
q such interest back from counterparties on behalf of the client
* NIB = non-interest bearing

sajediauno)
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Securities Collateral Income Distribution Process

Client's Cash
Account
2) Income payments on securities held in Client
Long Box will be distributed to Client

J.P. Morgan’s Omnibus Account at the
Central Securities Depository o
x
- =
1) All income events are tracked by ug
J.P. Morgan Income team. Any o
income on securities held in Long Box ;
and Collateral Accounts are (2}
distributed to J.P. Morgan's a/c at the =

CSD.
3) Income payments on securities posted by
counterparties will be distributed to respective
counterparty 8
(=
=
(1]
=
o
o
=
(1]
L]
Note: J.P. Morgan will track any income events on securities collateral that Client posts to counterparties, and will request such payment from
counterparties on behalf of Client
JPMorgan

| 8098888 bOEEOLELEEREEBE808888880888 8

DCM Reconciliation Process using TriOptima

®

&— |
e

Unmatched

®

® J.P. Morgan DCM submits PSPF ®  triResolve matches PSPF trade = Reconciliation results are available to
trade file with trade details portfolio against counterparty portfolio J.P. Morgan DCM as

= For counterparties not signed up to = Matching parameters - Party and “  Matched - all parameters match
provide trade files directly to Counterparty identifiers, Trade ID, fully
TriOptima, J.P. Morgan will request Notional 1 and 2 amounts, Notional . M w2

ifference — trade

for trade file from counterparty to feed CCY 1 and 2, Trade Date, Maturity S hodwiin DRlernoy
into WOoti Date. Product T MTM. MTM CCY matched, with some differences in
s A yee, ' parameters (e.g. MTM)

®  Unmatched

51 JEMorgan
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Automated Reconciliation and Efficient Dispute Resolution Process

Iterative reconciliation and resolution process improves trade data quality over time

Reporting Dispute resolution

®  Results of reconciliation is made = J.P. Morgan DCM will work with
available to J.P. Morgan client and counterparties to
attempt to resolve initial

= Discrepancies highlighted during differences (e.g. missing trades)

reconciliation is shared with

client and counterparties = Any unresolved differences (e.g.
consistently large differences in
valuations) are escalated to for
direct resolution with
counterparty

Automatic reconciliation

= Automated reconciliation between
trade files

T
Resolved differences are
corrected in next iteration of
trade file (both client and/or
counterparty)

= As best practice, J.P. Morgan
performs full portfolio reconciliation
against all counterparties monthly
to identify discrepancies before
disputes arise

JPMorgan
nnnnnnnnnnnﬂnnnnnﬂnﬂnnnﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬁ‘
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Quickly Identify Discrepancies with Timely and Accurate Reconciliation Results

Match with (aF MM Exposure
Paty P MMDste O (= C 2 Approved Curr v F
Chent | JPMC| 2VDNY o [T = [ o 0 il [ o [ W VS0 | ULMOG0S (LIRS ITALYN

pummary overvievs, Chent/ JPMC

MM Exposize

Party P MM Date
Chesr  JPMC WIN2000 i an ) 0 o o ) L] 7 Cl Qo V5D

Oan (=3
LEL AL -\ AN 0

740900
Trade Count, Match Type by CP, Client/JPMC 2009-03-31

Matched Match wath Doff

Gt arll Tl “r "0 e L mn
PC “r o “ m Ll mn
Trade Count, Major DUT Fields by Party,/CP, Chient/ JPML 2009-03-31 —

Unmatched

Trade Count, Major Dill Fields by Party /CP, Client / 3P0 2009-03-31

Trade Count, Minor DIff Fields by Party/CP, Chent/ JPMC 2009-03-31

P Totd | EndDete
Gt Toru 20 w
= S » % n m r m ' -

Motional Hotmorall

dill:noticnal, Chent /JPMC 2009-03-31 USD

3 Trade ID Product Class Raference Entity Trade D
GHANOD Clerd  JPMC OMORE Crou Cumery - v I S RIS e o
s JPNC | Chena NN Crons Cuvwney - Buap | LOOO000,000. 55 (BT
EHOVM Chens | JFMC | G2WIB Crosn Cumenay - Swap e T o s
Magse  JPNC | Caanst SN Crons Cumpesy Susp L0000 S 0 0 0, 008 LT
GHARET Cled PR G0N Cross Cummacy  Suap L0 281801 s >
Mt PNC Chens WATE0 Crons Cummey - Swap 10000060 S x 08  F (O T
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