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J.P. MORGAN STRUCTURED PRODUCTS B.V.
Directors' report

The directors present their report and the audited financial statements of J.P. Morgan Structured Products B.V. (the "Company”) for
the year ended 31 December 2018,

Principal activity

The Company's primary activity is the management and issuance of structured products comprising certificates, warrants and other
market participation notes, and the subsequent hedging of these risk positions.

Review of business

During the year, the Company continued to issue structured products. The proceeds from the sale of the structured products were
used to fund the activities of other JPMorgan Chase & Co. (together with its subsidiaries "Firm" or "JPMorgan Chase") undertakings
through certain economic hedging arrangements. The principal purpose of these hedging arrangements is to hedge against various
risks associated with the issuance activity. In 2016, the Company issued structured products in the Asia Pacific region, Eurape, the
Middle East, Africa, Latin America and the United States of America, and are either issued to private investors or listed on exchanges.
The Company's ultimate controlling entity is JPMorgan Chase & Co.

Key performance indicators ("KPIs")

As the Company is managed as part of the Corporate Investment Bank of JPMorgan Chase there are no KPI's that are specific to
the Company. The results are monitored against expectations of the business activities. A more detailed description of the Firm's
key performance indicators may be found within the JPMargan Chase & Co. 2016 Annual Report.

Business environment, strategy and future outlook

The primary objective of the Company is the continued development of structured products to be offered and sold to retail, *high net
worth’ and institutional investors principally cutside of the United States of America, linked to a range of underlying reference assets
including equity, credit, interest rates, commodities and so called 'alternatives' such as funds and hedge funds.

Principal risks and uncertainties

The Company's issuance activities expose it to financial and operational risks, which are managed by the Board of Directors, using
the Firm's risk management framework. The Board of Directors monitors the Company's financial and operational risks and has
responsibifity for ensuring effective risk management and control.

The financial risks arising frem the structired products issued by the Company are matched by simultaneously entering into equal
and offsetting over-the-counter ("OTC"} transactions with other JPMorgan Chase undertakings so that all such risks are effectively
hedged from the parspective of the Company. The contractual payments associated with the notes issued by the Company are
guaranteed by JPMorgan Chase Bank, N.A. Further details on the financial risks of the Company are set outin note 17 to the financial
statements.

Results and dividends

The results for the year are set out on paga 5 and show the Company's profit for the year after taxation is $1,703,000 (2015 loss
after taxation $2,367,000).

No dividend was paid or proposed during the year (2015: nil).

Events after the reporting period

The Directors are not aware of any events or circumstances which have taken place after 31 December 2016 but before these
financial statements have been approved for issus, that could materially affect the financial position or results of the Company and
which would require specific disclosure in these financial statements.

Directors

The directors of the Company who served during the year and up to the date of signing the financial statements were as follows:

J.C.P. van Uffelen {Appointed 6 March 2007)
D.R. Hansson (Appointed 5 August 2010)
W.H. Kamphuijs (Appointed 1 September 2014)
H.P. de Kanter (Appointed 10 April 2014)

R. Terasawa (Appointed 30 October 2014)



J.P. MORGAN STRUCTURED PRODUCTS B.V.

Directors’ report {continued)
Composition of the Board

The size and composition of the Board of Managing Directors and the combined experience and expertise should reflect the best fit
for profile and strategy of the Cormpany. The Company is aware that the gender diversity is below the goals as set out in article 2:2786
section 2 of the Dutch Civil Code and the Company will pay close attention to gender diversity in the process of recruiting and
appointing new Managing Directors.

Creditor payment policy
All invoices from suppliers are settled on the Company's behalf by an affiliated Firm company, JPMorgan Chase Bank, N.A.

The Firm's policy is to pay invoices (including these in respect of the Company} upon presentation, except where other arrangements
have been negotiated with the supplier. It is the policy of the Company to abide by the terms of payment, provided the supplier
performs accerding to the terms of the contract.

Registered address

Herikerbergweg 238
Luna ArenA, 1101CM
Amsterdam

Expected developments of the Company
The directors of the Company expect:

a) thatthe Company will continue to issue structured products;
b) that the Company will not enter into fixed asset investments: and
¢} thatthe interest income will continue to fiuctuate in line with the development in market interest rates.

Statement under Transparency Directive (as implemented in Dutch law)
The directors confirm to the best of their knowledge that:

a) the attached financial statements are prepared in accordance with International Financial Reporting Standards ("IFRS") as
endorsed by the European Union and give a true and fair view of the assets, liabilities, financial position and profit of the
Company for the year ended 31 December 2016, and

b) the annual report for the year ended 31 December 2018, consisting of the directors' report and the financial statements, gives
a true and fair view of the position as per the balance sheet date 31 December 2016.

The directors further herewith report their arrangements for an audit committee (the "Audit Committee") as follows:
Audit Committee

The Company makes use of the exemption to the requirement to establish its own Audit Committee based on Article 3a of the Royal
Decree of 28 July 2008 implementing article 41 of the EU Directive 2006/43EG, as the Audit Committee of JPMorgan Chase & Co.
that is compliant with the requirements will fulfil the role of the Company's Audit Committee. JPMorgan Chase & Co. operates an
Audit Committee, which covers the Firm, including the Company and is formed of entirely non-management, independent directors
in compliance with the recommendations from the EU Commission, Details of the Charter, Membership, Duties and Responsibilities
can be found on the Firm's website.

Independent auditors
Following mandatory audit firm rotation rules required by Dutch Law, effective for the year ended 31 Dacember 2017 tha current

auditors PricewaterhouseCoopers Accountants N.V. will be rotated off the audit of the Company. The directars are in progress of
appainting new auditors, the appointmant of which will be proposed at the annual general mesting.



J.P. MORGAN STRUCTURED PRODUCTS B.V.

Directors' report (continued)

The financial statements on pages 4 to 24 were approved by the Beard of Directors on 3 April 2016 and signed on its behalf by:

Board of Directors

H.P. de Kanter W.H. Kamphuijs
J.C.P, van Uffelen D.R. Hansson
R. Terasawa

o 3 Al 20 ]



J.P. MORGAN STRUCTURED PRODUCTS B.V.

Balance sheet

31 December 2016 2015
Notes $'000 $'000

Assets

Current assets

Financial assets held for trading 4 18,791,157 19,047,163
Trade and other receivables 5 562,456 635,924
Current tax asset 219 1,062
Cash and cash equivalents 6 607,888 684,731
Total assets 19,961,720 20,368,850
Liabilities

Current liabilities

Financial liabilities designated at fair value through prafit or loss 7 18,791,157 19,047,163
Trade and other payables 10 210,777 245,976
Bank overdraft 6 429,152 546,810
Toftal liabilities 19,431,086 19,839,949
Equity

Capital and reserves attributable to equity shareholders of the Company

Share capital 11 26 26
Share premium resarve 499,997 499,997
Legal reserve 2 2
Retained eamings 30,609 28,906
Total equity 530,634 528,931
Total liabilities and equity 19,961,720 20,368,880

Chamber of Commerce Number: 34259454

The notes on pages 8 - 24 form an integral part of the financial statements.



J.P. MORGAN STRUCTURED PRODUCTS B.V.

Income statement

Year ended 31 December

2016 2015

Notes $'000 $'000

Fee and commission incame 12 6,728 5,350

Fes and commission expense 12 (5,134) (7,795)

Administrative expenses (1,399) (1,251}

Net foreign exchange gain/(loss) 50 {175}

Operating profit 245 (3,871}
Net interast income 15 1,932 838
Profit/(loss) before income tax 2177 (3,033)
Income tax (expense)/gain 16 (474) 666
Profit/(loss) for the year attributable to equity shareholders of the Company 1,703 (2,367)

The profit for the year resulted from continuing operations.

There were no items of other comprehensive income or expense and therefore no statement of comprehensive income has been
separately prasented.

The notes on pages 8 - 24 form an integral part of the financial statements



J.P. MORGAN STRUCTURED PRODUCTS B.V.

Statement of changes in equity

Sh
Share premiﬂr,ﬁ Legal Retained
capital reserve reserve earnings Total
$'000 $°000 $'000 $°000 $°000
Balance as at 1 January 2016 26 499,997 2 28,906 528,931
Profit for the year — — — 1,703 1,703
Balance as at 31 December 2016 26 499,997 2 30,608 530,634
Balance at 1 January 2015 26 499,997 2 31,273 531,298
l.oss for the year — — — (2,367} (2,367)
Balance as at 31 December 2015 28 499,997 2 23,206 528,931

The notes on pages 8 - 24 form an integral part of the financial statements.



J.P. MORGAN STRUCTURED PRODUCTS B.V.

Statement of cash flows

Year ended 31 December

2016 2015
Notes $'000 $'000
Cash flow from operating activities
Profit/(loss) before income tax 2177 (3,033)
Income tax received/{paid} 369 (381)
Interest income 15 (1,932) {338}
Net foreign exchange (gains)/losses {50) 175
564 (4,077}
Changes in working capital
Finarcial assets held for trading 256,006 3,010,923
Trade and other receivables 73,468 (79,578}
Financial liabilities designated at fair vaiue through profit or loss (256,006) (3,010,923}
Trade and other payables (35,199) (66,714)
Net cash from/(used in) operating activities 38,833 (150,369)
Cash flow from investing activities
Interest received 15 1,932 838
Net cash generated from investing activities 1,932 838
Net increasef(decrease) in cash and cash equivalents 40,765 {149,531)
Net cash and cash equivalents at the beginning of the year 137,921 287,627
Effect of exchange rate changes on cash and cash equivalents 50 (175)
Net cash and cash equivalents at the end of the year 5] 178,736 137,921

The notes on pages & - 24 form an integral part of the financial statements.



J.P. MORGAN STRUCTURED PRODUCTS B.V.

Notes to the financial statements

1. General information

J.P. Morgan Structured Products B.V. {the "Company"} was incorporated on 6 November 2006 as a private company with limited
liability and domiciled in The Netharlands, with registration number 34259454. The address of the registered office is at Herikerbergweg
238, Luna ArenA, 1101CM, Amsterdam, The Netherlands. The company's immediate parent undertaking is J.P. Morgan Intemational
Finance Limited which is incorporated in the state of Delaware in the United States of America. The company's ultimate parent
undertaking of the largest group in which the results of the Company are consolidated is J.P. Morgan Chase & Co. (together with its
subsidiaries, the "Firm" or "JPMorgan Chase"), which is also incarporated in the state of Delaware in the United States of America.
The parent undertaking of the smallest group in which the Company's results are consolidated is J.P. Morgan international Finance
Limited. The largest and the smallest group's consolidated financial statements can be obtained frem 25 Bank Street, Canary Wharf,
London E14 5JF, England.

The Company's main activity is the issuance of structured products comprising certificates, warrants and market participation notes,
and the subsequent hedging of the risk associated with these notes through hedging with other JPMorgan Chase companies. The
valuation of & structured product will have no impact on the income statement, capital or net assets; as a change in valuation of a
structured product will have an equal offsetting change in the value of the hedging transaction with other JPMorgan Chase
undertakings.

These financial statements reflect the operations of the Company during the year from 1 January 2016 to 31 December 2016 and
have been approved for issue by the Board of Directors on 3 April 2017.

2. Summary of significant accounting policies
2.1 Accounting convention

The principal accounting policies applied in the preparation of these financial statements are set cut below. These policies have been
applied consistently to all the years presented, unless otherwise stated, and the financial statements have been prepared on a going
concern basis.

The financial statements have been prepared in accordance with International Financial Reporting Standards ("IFRS") as endorsed
by the European Union and prepared in accordance with Book 2, Title 9 of the Dutch Civil Code. The financial statements have
been prepared under the historical cost convention, except that financial instruments are stated at fair value.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of applying the Company's accounting policies. The areas involving
a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the financial statements
are disclosed in note 3.

New and amended standards adopted by the Company

There are no IFRS or IFRIC interpretations that are effective for the first time for the financial year beginning on or after 1 January
2016 that would be expected to have a material impact on the Company.

Standards, amendments and interpretations to existing standards that are not yet effective

The directors have assessed the impact of standards, interpretations and amendments to existing standards that have been published
and are mandatory for the Company's accounting perieds beginning on or after 1 January 2017 and concluded that the following
standards are relevant:

IFRS 9 ‘Financial instruments’ (*IFRS 9”) was issued by the International Accounting Standards Boards (*IASB”) in November 2009,
amended in November 2013, and revised and reissued by the IASB in July 2014. The standard inciudes a logical model for classification
and measurerment and a singie, forward-looking ‘expected loss” impairment model. The standard replaces the existing guidance in
IAS 39 'Financial Instruments: Recognition and Measurement' (*IAS 39”) and carries forward the guidance on recognition and
derecognition of financial instruments from IAS 39. IFRS 9 is applicable retrospectively, except where otherwise prescribed by
transitional provisions of the standard, and is effective for annual periods beginning on or after 1 January 2018. The Firm is currently
assessing and guantifying the impact of IFRS 9 on the financial statements.

‘IFRS 15 Revenue from Contracts with Custemers’ (*IFRS 15") was issued by the IASB in May 2014 for retrospective application in
annual periods beginning on or after 1 January 2018. IFRS 15 establishes a framework for determining whether, how much and
when revenue is recognised. It replaces existing revenue recognition guidance, including IAS 18 ‘Revenue’. The Firm is currently
assessing and guantifying the impact of [FRS 15 on the financial statements.

There are no other IFRS or IFRIC interpretations that are not yat effective that would be expected fo have a material impact on the
Company.



J.P. MORGAN STRUCTURED PRODUCTS B.V.

Notes to the financial statements (continued)
2. Summary of significant accounting policies (continued)
2.2 Foreign currency translation

Monetary assets and liabilities in foreign currencies are translated into United States ("U.S.") dollars at rates of exchange ruling
onthe balance sheet date. Income and expense items denominated in foreign currencies are translated into U. S. dollars atexchange
rates prevailing at the date of the transactions. Any gains or logses arising on translation are taken directly to the income statement.

Non-monetary items denominated in foreign currencies that are stated at historical cost are translated into U.S. dollars at the date
of the transaction.

2.3 Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the primary economic environment
inwhich the entity operates {"the functional currency"}). The financial statements are presented in U. 3. dollars, which is the Company's
functional and presentation currency.

The U.S. dollar is the functional currency as this is the currency of the primary economic environment in which the Company operates
and generates net cash flows.

2.4 Financial assets and financial liabilities

The Company classifies its financial assets and financial liabilities in the following categories on initial recognition: financial assets
and financial liabilities held for trading and financial assets and financial liabilities designated at fair value through profit or loss.

The Company recegnises a financial asset or a financial liability on its balance sheet when it bacomes party to the contractual
provisions of the instrument.

i. Financial assets and financial liabilities held for trading

The Company considers a financial asset or financial liability as held for trading if it is acquired or incurred principally for the purpose
of seliing or re-purchasing it in the naar term, or forms part of a portfolio of identified financial instruments that are managed together
and for which there is evidence of a recent actual pattern of short-term profit taking, or is a derivative,

Financial assets and financial liabilities held for trading are initially recognised on trade date at fair value in the balance sheet with
transaction costs being recorded in profit or loss and any gains or losses are taken directly to the income statement. Subsequently,
they are measured at fair value.

ii. Financial assets and financial liabilities designated at fair value thraugh profit and loss

Financial assets and financial liabilities that the Company designates on initial recognition as being at fair value through profit or
foss are recognised at fair value, with transaction costs being recognised in profit or loss and are subsequenily measured at fair
value. Gains and losses on financial assets and financial liabilities that are designated at fair value through profit or loss are
recognised in profit or loss as they arise. A financial instrument may only be designated af inception as held at fair value through
profit or loss and cannot subseguently be reclassified.

Financial assets or financial liabilities are designated as at fair value through profit or loss only if such designation (a) eliminates or
significantly reduces a measurement or recognition inconsistency; or (b) apphes to a group of financial assets, financial liabilities
or both that the Company manages and evaluates on a fair value basis; or {¢) relates to an instrument that contains an embedded
derivative unless the embedded derivative does not significantly modify the cash flows required by the contract or when a similar
hybrid instrument is considered that separation of the embedded derivative is prohibited.

iii. Derecognition of financial assets and financial liabilities

Financial assets are derecognised when the contractual right to receive cash flows from the asset has expired, orhas beentransferred
with eithar of the following conditions met:

&) the Company has transferred substaniially all the risks and rewards of ownership of the asset; or

b) the Company has neither retained nor transferred substantially all of the risks and rewards; but has relinguished control of the
asset.

Financial liabilities are derecognised when they are extinguished, that is when the obligation is discharged, cancelled or expires.



J.P. MORGAN STRUCTURED PRODUCTS B.\V.

Notes to the financial statements (continued)
2. Summary of significant accounting policies (continued)
2.6 Fair value

Financial instruments are initially recognised at fair value on the date of initial recognition. Fair value is the price that wouid be
received to sell an asset or paid to transfer a liability in an orderly transaction between market parficipants at the measurement dafe,

Fair values are determined by referance to observable market prices where available and reliable. Fair values of financial assets
and financial liabilities are based on quoted market prices or dealer price quotations for financial instruments traded in active markets.
Where market prices are unavailable, fair value is based on valuation models that consider relevant transaction characteristics (such
as maturity) and use as inputs observable or unobservable markst parameters. Valuation adjustments may be made to ensure that
financial instruments are recorded at fair value.

For financial liabilities held at fair value, the carrying amount reflects the effect on fair value of changes in own credit spreads making
maximum use of observable market data. Most market parameters are either directly observable or are implied from instrument
prices. The model may perform numerical procedures in the pricing such as interpolation when input values do not directly correspond
to the most actively traded market trade parameters.

On initial recagnitior, it is presumed that the transaction price is the fair value unless there is observable information available in an
active market to the contrary. The best evidence of an instrument’s fair value on initial recognition is typically the transaction price.
However, if fair value can be evidenced by comparison with other observable current market transactions in the same instrument,
or is based on a valuation technique whose inputs included only data from observable markets then the instrument should be
recognised at the fair value derived from such observable market data.

The Company classifies its assets and liabilities according to a hierarchy that has been established under IFRS for disclosure of fair
value measurements. The fair value hierarchy is based on the transparency of inputs to the valuation of an asset or liability as of the
measurement date. The fair value hierarchy gives the highest priority to quoted prices (unadjusted) in active markets for identical
assets or liabilities (level 1} and the lowest pricrity to unobservabie inputs (level 3 inputs}.

A financial instrument’s categorisation within the fair value hierarchy is hased on the lowest level of input that is significant to the fair
value measurement.

2.8 Income and expense recognition

Interest income and expense are recognised using the effective interest rate. Effective interest rate is the rate that exactly discounts
estimated future cash flows to the instrument's initial carrying amount. Calculation of the effective interest rate takes into account
fees income, that are an integral part of the instrument's yield, premiums or discounts cn acguisition or issue, early redemption fees
and transaction costs. All contractual terms of a financial instrument are considered when estimating future cash flows.

Fees and commissions are recognised when the underlying contract becomes legally binding or at the agreed due date if later.

Profits and losses resulting from the revaluation of financial instruments are recognised as trading gains or losses on a trade date
basis.

2.7 Cash and cash equivalents

Cash and cash equivalents in the cash flow statement represent cash in hand and balances with banks, other short term liquid
investments with original maturities of three months or less, and bank overdrafts.

2.8 Share capital
The share capital of the Company consists of ordinary shares, classified as equity.
2.8 Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at amartised cost using the effective
interest method. :

2.10 Trade and other payables

Trade and other payables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest meathod.

-10-



J.P. MORGAN STRUCTURED PRODUCTS B.V.
Notes to the financial statements (continued)

2, Summary of significant accounting policies (continued)
2.11 Current and deferred income tax

Income tax expense on taxable profits (current tax) is recognised as an expense in the period in which the profits arise. Income tax
recoverable on tax allowable losses is recognised as a current tax asset only to the extent that it is regarded as recoverable by offset
against taxable profits arising in the current or prior period. Current tax is measured using tax rates and tax laws that have been
enacted or substantively enacted at the balance sheet date.

Deferred tax is provided in full, using the liability method, on temparary differences arising from the differences between the tax
bases of assets and liabilities and their carrying amounts in the financial statements. Deferred tax is determined using tax rates and
legislation enacted or substantively enacted by the balance sheet date, which are expected to apply when the deferred tax asset is
reatised or the deferred tax liability is settled. Deferred tax assets and liabiiities are only offset when there is both a legal right to set-
off and an intention to settle on a net basis.

3.  Critical accounting estimates and judgements

The preparation of financial statements generally requires management to make judgements, estimates and assumptions that affact
the amounts recognised in the financial statements. The nature of estimation means that actual outcomes could differ from those
estimates. The following judgements have had the most significant effect on amounts recognised in the financial statements:

Fair value measurement

Financial instruments are initially recognisad at fair value on the date of initial recegnition. Fair value is the price that would be
received to sell an asset or paid te transfer a liability in an orderly transaction between markst participants at the measurement date.

Fair values are determined by reference to observable market prices where available and reliable. Fair values of financial assets
and financial liabilities are based on quoted market prices or dealer price quotations for financial instruments traded in active markets.
Where market prices are unavailable, valuation models that consider relevant transaction characteristios (such as maturity} and use
as inputs observable or unabservable market parameters, including but not limited to yield curves, interest rates, volatilities, equity
or debt prices, foreign exchangs rates and credit curves. Valuation adjustments may be made to ensure that financial instruments
are recorded at fair value.

For financial liabilities held at fair value, the carrying amount reflects the effect on fair value of changes in own credit spreads derived
from observable market data. Most market parameters are either directly observable or are implied from instrument prices. The
madel may perform numerical proceduras in the pricing such as interpolation when input values do not directly correspond to the
most actively traded market trade parameters.

On initial recognition, it is presumed that the transaction price is the fair valus unless there is observable information available in an
active market to the contrary. The best evidencs of an instrument's fair value on initial recognition is typically the transaction price.
However, if fair value can be evidenced by comparison with other observable current market transactions in the same instrument,
or is based on & valuation technigque whose inputs included only data from observable markets then the instrument should be
recognised at the fair value derived from such observable market data.

The Company classifies its assets and liabilities according to a valuation hierarchy thathas bean established under IFRS for disclosure
of fair value measurements. The valuation hierarchy is based on the transparency of inputs to the valuation of an asset or liability
as of the measurement date. The fair value hierarchy gives the highest prierity to quoted prices (unadjusted) in active markets for
identical assets or liabilities {level 1) and the lowest priority to unobservable inputs (level 3 inputs).

Afinancial instrument’s categorisation within the valuation hierarchy is based on the lowest level of input that is significant to the fair
value measurement.

4. Financial assets held for trading

2016 2015
$'000 $'000
Financial assets hald for trading 18,791,157 19,047,163

Financiai assets held for trading represent derivatives and fully funded OTC financial instruments with other JPMorgan Chase
undertakings, see note 8.

-1 -



J.P. MORGAN STRUCTURED PRODUCTS B.V.

Notes to the financial statements {continued)

5.  Trade and other receivables

2016 2015

$'000 $'000

Trade and cther receivables 107,260 175,847
Amounts owed by JPMorgan Chase undertakings 455,196 460,077
562,456 635,924

Trade and other receivables mainly consist of infercompany accounts receivable. All trade and other receivables are non interest
bearing.

There were no amounts within trade and other receivables that were past due or impaired as at 31 December 2016 (31 December
2015: nil).

6. Netcash and cash equivalents

2016 2015
$'000 $'000
Cash held with JPMorgan Chase undertakings 586,297 595,779
Cash held with third parties 21,591 88,952
607,888 684,731
Bank overdraft
Balances due to JPMorgan Chase undertakings - {421,999) (528,437}
Balances due to third parties {7,153) (18,373}
{429,152) (546,810}
Net cash and cash equivalents as reported in the cash flow statement 178,736 137,921
7.  Financial liabilities designated at fair value through profit or foss
2018 2015
$'000 $'000
Financial liabilities designated at fair value through profit or loss 18,791,157 19,047,163

Financia! liabilities designated at fair value through profit and loss include short term and long term structured notes and market
participating warrants. In certain instances, the customers have the rights to exercise put options. Other securities include early
redemption clauses. As aresult, the notes have been disclosed as having a maturity within one year in the table above. The contractual
payments associated with the notes issued by the Company ara guaranteed by JPMorgan Chase Bank, N.A. and may be repayable
on customer demand. The details of each nate are set out in the prospectus for each issuance.

Debit valuation adjustments are necessary to reflect the credit quality of the Firm in the valuation of such liabilities. The directors
consider that the Company is fully hedged and that there would, in the normal course of business, be no impact to the results of the
Company due to movements in the fair value of the financial liabilities designated at fair value through profit or loss.

The amount of change attributable to changes in its own credit and funding risk in the financial liabilities designated at fair value

through profit or loss for 2018 is a gain of $42.7 million (2015: gain of $15.7 million). This is fully offset by an equal and opposite
amount in financial assets held for trading (refer to note 4).

-12-



J.P. MORGAN STRUCTURED PRODUCTS B.V.

Notes to the financial statements {continued)

8.  Assets and liabilities measured at fair value

Valuation process

The Company carries a portion of its assets and liabilities at fair value on a recurring basis.

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction betwaen
market participants at the measurement date. Fair value is based on quoted market prices or inputs, where available. If listed prices
or quotes are not available, fair value is based on models that consider relevant transaction characteristics (such as maturity) and
use as inputs observable or unobservable market parameters.

The level of precision in estimating uncbservable market inputs or other factors can affect the amount of gain or loss recorded for a
particular position. Furthermore, while the Company believes its valuation methods are appropriate and consistent with those of
other market participants, the methods and assumptions used reflect management judgement and may vary across the Company’s
businesses and portfolios. The use of different methodologies or assumptions to those used by the Company could resultin a different
estimate of fair value at the reporting date.

Risk-taking furctions are responsible for providing fair value estimates for assets and lizbilities carried on the balance sheet at fair
value. The Firm’s valuation control function, which is part of the Firm's Finance function and independent of the risk-taking functions,
is responsible for verifying these estimates and determining any fair value adjustments that may be required to ensure that the Firm's
positions are recorded at fair value. The valuation control function verifies fair value estimates provided by the risk-taking functions
by leveraging independently derived prices, valuation inputs and other market data, where available.

Debit valuation adjustments ("DVA") are taken to reflect the credit quality of the Company in the valuation of liabilities measured at
fair value. The Firm also incorporates the impact of funding in its valuation estimates where there is evidence that a market participant
in the principal market would incorperate it in a transfer of the instrument.

Fair value hierarchy

The Company classifies its assets and liabilities according to a valuation higrarchy that reflects the observability of significant market
inputs. The three levels are defined as follows:

Level 1 - inputs to the valuation methodelogy are quoted prices (unadjusted) for identical assets or liabilities in active markets.

Level 2 - inputs to the valuation methodology include quoted prices for similar assets and liabititias in active markets, and inputs
that are observable for the asset or liability, either directly or indirectly, for substantially the full term of the financial instrument.

Level 3 - one or more inputs to the valuation methodology are uncbservable and significant to the fair value measurement.

Afinancial instrument’s categorisation within the valuation hierarchy is based on the lowest level of input that is significant to the fair
valua measurement.

_43-



J.P. MORGAN STRUCTURED PRODUCTS B.V.

Notes to the financial statements (continued)
8.  Assets and liabilities measured at fair value (continued)
Valuation methodologies

The following table describes the valuation methodologies used by the Firm to measure its more significant products/ instruments
at fair value, including the general classification of such instruments pursuant to the valuation higrarchy.

Product/ Instrument Valuation methodology, inputs and assumptions ﬁllgf;i;f;“o“s In the valuation
Structured notes =« Valuations are based on discounted cash flow analysis that Level 2 or 3

consider the embedded derivative and the terms and payment
structure of the note,

* The embedded derivative features are considered using models such
a3 the Black-Scholes option pricing medel, simulation models, or a
combination of models that use observable or unobservable valuation
inputs, depending on the embedded derivative. The specific inputs used
vary according to the nature of the embedded derivative features, as
described in the discussicn below regarding derivative valuation.
Adjustments are then made to this base valuation to reflect the
Company's own creditworthiness ("DVA") and to incorporate the impact
of funding {"FVA").

Derivatives and fully funded  Exchange-traded derlvatives that are actively traded and valued using Level 1
OTC financial instruments the exchange price.
Derivatives that are valued using models such as the Black-Scholes
aption pricing model, simulation models, or & combination of models, that Level 2 or 3
use observable ar unchservable valuation inputs (e.g. plain vanilla
options and interest rate and credit default swaps). Inputs include:
. Contractual terms including the period to maturity
. Readily chservable parameters including interest rates and
volatility
. Credit quality of the counterparty and of the Firm
. Market funding levels
. Carrelation levels

The following tables praesent the assets and liabilities reported at fair value as of 31 December 2016 and 2015, by major product
category and fair value hierarchy.

Assets and liabilities measured at fair value on a recurring basis

Level 1 level 2 Level 3 Total
$'000 $'000 $'000 $'000
At 31 December 2016
Financial assets held for trading:

Financial assets held for trading 414,318 13,739,415 4,637,424 18,791,157
Total financial assets 414,318 13,739,415 4,837,424 18,791,157
Financial liabilities designated at fair value
through profit or loss

Structured securities and warrants — {12,471,128) {6,320,029) (18,791,157)
Total financial liabilities — (12,471,128) (6,320,029) (18,791,157}
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J.P. MORGAN STRUCTURED PRODUCTS B.V.
Notes to the financial statements (continued)

8.  Assets and liabilities measured at fair value (continued)

Level 1 Level 2 Level 3 Total
$°000 $'000 $'000 $'000
At 31 December 2015
Financial assets held for trading:

Financial assets held for trading 267,845 15,324,486 3,454,832 19,047,163
Total financial asssts 267,845 15,324,486 3,454,832 19,047,163
Financial lizbilities designated at fair value
through profit or loss

Structured securities and warrants — (14,111,878) (4,935,285} (15,047,163)
Total financial liabilities — (14,111,878) (4,935,285) (19,047,163)

The Company hedges all structured note issuances by entsring into hedging transactions with other JPMorgan Chase companies.
On occasions, the hedging transactions are booked as muttiple slements in order to ensuire the risk associated with the notes is fully
hedged. Each of these elements is classified in the fair value hierarchy in line with the requirements of IFRS 13 'Fair Value
Measurement', and as such the fair value hierarchy of the structured notes and hedges can differ.

9. Movements in assets and liabilities measured in Level 3
Level 3 valuations

The Firm has established well-documented processes for determining fair value, including forinstruments where fair value is estimated
using significant unobservable inputs (level 3).

Estimating fair value requires the application of judgement. The type and level of judgement required is largely dependent on the
amount of cbservable market information available to the Company. For instruments valued using internally developed models that
use significant unobservable inputs are classified within level 3 of the fair value hierarchy, judgements used to estimate fair value
are more significant than those requirad when estimating the fair value of instruments classified within levels 1 and 2. In arriving at
an estimate of fair value for an instrument within level 3, management must first determine the appropriate model to use.

The following table presents the Firm's primary level 3 financial instruments, the valuation technigues used to measure the fair value
of those financial instruments, the significant unobservable inputs, the range of values for those inputs and, for certain instruments,
the weighted averages of such inputs. While the determination to classify an instrument within level 3 is based on the significance
ofthe unobservable inputs to the overall fair value measurement, level 3 financial instruments typically include observable components
{that is, components that are actively quoted and can be validated to external sources) in addition to the unobservable components.

The range of values presented in the table is representative of the highest and lowest level input used to value the significant groups
of instruments within a product/ instrument classification. Where provided, the weighted averages of the input values presented in
the table are calculated based on the fair value of the instruments that the input is being used to value.

In the Company’s view, the input range and the weighted average value do not reflect the degree of input uncertainty or an assessment
ofthe reasonableness ofthe Company’s estimates and assumptions. Rather, they reflect the characteristics of the various instruments
held by the Company and the relative distribution of instruments within the range of characteristics. For example, two option contracts
may have similar levels of market risk exposure and valuation uncertainty, but may have significantly different implied volatility levels
because the option contracts have different underiyings, tenors, or strike prices. The input range and weighted average vaiues will
therefore vary from period-to-period and parameter to parameter based on the characteristics of the instruments held by the Company
at each balance sheet date.
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J.P. MORGAN STRUCTURED PRODUCTS B.V.

Notes to the financial statements (continued)

9. Movements in assets and liabilities measured in Level 3 (continued)

Level 3 valuations {continued)

At 31 December 2016

Net fair

. Principal valuation . Range of Weighted
Asset Liability value technique Unobservable input  input values average
$'000
Derivatives and fully 4,637,424 (619,094) 4,018,330 Discounted cash flows Credit Spread 40bps - 96hns
funded OTC financial a75bps P
ingtruments Yield
e 1% -17% 9%
Price $0 - $121 $91
Discounted cash flows Credit correlation 30% - 85%
; i Foreign exchange R
Optian pricing correlation (30)% - 65%
Option pricing Equity volatility 20% - 50%
Option pricing Interest rate correlation  (30)% -100%
Interest rate spread 3% - 38%
volatility
Structured notes — (5,700,935} (5,700,935) Cption pricing Interest rate comelation (30)% - 100%
Interest rate spread 3% - 38%
\léolatility
oretgn exchange 0f _ BEQ
correlation (30)% - 65%
Equity correlation {50)% - 80%
Discounted cash flows Credit correlation 30% - 85%
iotal assets and 4,637,424 (6,320,029 (1,682,605)
At 31 Decemnber 2015 . Netfait  Principal valuation Range of Weighted
Asset Liability value technique Unobservable input  inputvalues average
$'000
Derivatives and fully 3,454,832 425,129y 3,029,703 Discounted cash flows Credit Spread G0bps - 146bps
funded OTC financial 225bps P
instruments Yield
e 1% - 20% 5%
Price $0 - $168 $89
Discounted cash flows Credit Correlation 35 % - 90%
Option pricing FX Correlation 0% - 60%
Option pricing Equity Volatility 20 % - 65%
Interest rate correlation  (52)% - 99%
Option pricing Interest rate spread
volatility 3% - 38%
Structured notes — (4,510,156) {4,510,158) Option pricing Interest rate correlation  (52)% - 99%
Interest rate spread 3% - 38%
volatility
Foreign exchange 0% - BO%
correlation
Equity correlation {50)% - 80%
Discounted cash fiows Credit correlation 35% - 90%
e ssets and 3,454,832 (4,935,285) (1,480,453)

The categories presented in the tables have been aggregated based upon the product type.
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J.P. MORGAN STRUCTURED PRODUCTS B.V.

Notes to the financial statements (continued)
9. Movements in assets and liabilities measured in Level 3 (continued)
Changes in and ranges of unobservable inputs

The following discussion provides a description of the impact on fair value measurement of a change in each unobservable input in
isolation, and the interrelationship betwsen uncbservable inputs, where relevant and significant. The impact of changes in inputs
may not be independent as a change in one unobservable input may give rise to a change in another uncbservable input; where
relationships exist between two unobservable inputs, those relationships are discussed below, Relationships may also exist between
observable and unobservable inputs (for example, as observable interest rates rise, uncbservable prepayment rates decline); such
refationships have not been included in the discussion below. In addition, for each of the individual relationships described below,
the inverse refationship would also generally apply.

Yield - The yield of an asset is the interest rate used to discount future cash flows in a discounted cash flow calculation. An increase
in the vield, in isolation, would result in a decrease in a fair value measurement.

Credit spread - The credit spread is the amount of additional annualised return over the market interest rate that a market participant
wotld demand for taking exposure to the credit risk of an instrument. The credit spread for an instrument forms part of the discount
rate used in a discounted cash flow calculation. Generally, an increase in the credit spread would result in a decrease in a fair value
measurement. For loans, credit spreads reflect the credit quality of the obliger and the tenor of the obligation,

Correlation - Correlation is a measure of the relationship between the movements of two variables (e.g., how the change in ane
variable influences the change in the other). Correlation is a pricing input for a derivative product where the payoff is driven by one
or more underlying risks. Correlation inputs are related to the type of derivative due to the nature of the underlying risks. When
parameters are positively correlated, an increase in one parameter will result in an increase in the other parameter. When parameters
are negatively correlated, an increase in cne parameter will result in a decrease in the other paramater. An increase in correlation
can result in an increase or 2 decrease in a fair value measurement. Given a short correlation position, an increase in correlation,
in isolation, would generally result in a decrease in a fair value measurement.

Volatility - Volatility is a measure of the variability in possible returns for an instrument, parameter or market index given how much
the particular instrument, parameter or index changes in value over time. Volatility is a pricing input for options, including equity
options and interest rate options. Generally, the higher the volatility of the underlying, the riskier the instrument. Given a long position
in an option, an increase in volatility, in isolation, would generally result in an increase in a fair value measurement,

Fair value of financial instruments valued using techniques that incorporate unobservable inputs

Price risk from the issued instruments is matched by entering into equal and offsetting OTC transactions with other JPMorgan Chase
companies so that any price rigk is effectively hedged. As at 31 December 2016, the use of alternative inputs would result in no
change to the results of the Company. Consequently, no sensitivity analysis for level 3 financial instruments is disclosed.

Financial assets held for trading

2016 2015

$'000 $'000
At 1 January 3,454,832 5,286,836
Total gain/{loss) recognised in income statement * (176,874) (548,686)
Purchases 3,891,081 5,442 834
Seftlements (2,551,516} (5,468,845)
Transfers in to level 3 162,383 256,746
Transfers out of level 3 (142,482) (1,514,053)
At 31 December 4,637,424 3,454,832
Change in unrealised (loss)/profit related to financial instruments held at 31 December * 110,438 18,795

17 -



J.P. MORGAN STRUCTURED PRODUCTS B.V.
Notes to the financial statements (continued)

8.  Movements in assets and liabilities measured in Level 3 {continued)

Financiat liabilities designated at fair value through profit and loss

2016 2015

$'000 $'000
At 1 January 4,935,285 6,987,489
Total gain/{loss) recognised in income statement * 102,396 {652,825}
Purchases 13,886 351,747
Issuances 4,729,348 6,186,176
Settlerments (3,371,836) (6,314,035)
Transfers in to level 3 358,493 365,533
Transfers out of level 3 (447,543) (1,968,780}
At 31 December 6,320,029 4,935 285
Change in unrealised profit/(loss) related to financial instruments held at 31 Dacember * 81,794 55,146

* As explained in note 8, the Company's hadging transactions are booked as multiple elements in order to ensure the risk
associated with the notes is fully hedged, and as such the levelling of the structured notes and hedges can differ. The gain/(loss)
recognised in the income statement as a result of changes in fair value related to level 3 financial instruments, including any
changas to unrealised gain/(loss) is offset by an equal and opposite impact as a result of changes in fair value of the related
hedging instruments that are classified across multiple levels,

Transfers between levels for instruments carried at fair value on a recurring hasis

For the years ended 31 December 2016 and 2015, there were no significant transfers between levels 1 and 2.
During the year ended 31 December 20186, transfers from level 2 to level 3 included the following:

+  5263m of liabilities driven by a reduction in obgervability of structured notes and equity hedge instruments.
During the year ended 31 December 2016, transfers from level 3 to level 2 included the following:

+ $297m of liabilities driven by an increase in observability of structured notes.
All transfers are assumed to occur at the beginning of the Quarterly period in which they occur.
Fair value of financial instruments not carried on balance sheet at fair value

Certain financial instruments that are not carried at fair value on balance sheet are carried at amounts that approximate fair value,
due to their short term nature and generally negligible credit risk. These instruments include trade and other income, cash and cash
equivalents, trade and cther expense and bank overdraft.

The company has $1,170,345,000 (2015: $1,320,655,000) of current financial assets and $639,929,000 (2015; $792,786,000) of
current financial liabilities that are not measured at fair value. Given the shorf-term nature of these instruments, their carrying amounts
irt the balance sheet are a reasonable approximation of fair value,

Offsetting financial assets and financial liabilities

No financial assets and liabilities have been offset on the balance as at 31 December 2015 (2015 nil).

Financial instruments, recognised within financial assets held for trading and financial liabilities held for trading, which were subject
to master netting arrangements or other similar agreements but no offset. as at 31 Decemiber 2016, amounted to $903,783,000
(2015: $693,783,000}.
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Notes to the financial statements (continued)

10. Trade and other payables

2016 2015

$'000 $'000

Trade payables 189,703 62,580
Amounts owed to JPMorgan undertakings 21,074 183,396
210,777 245,976

Trade and other payables mainly consist of unsettled trades. Al trade and other payables are non interest bearing.

11. Share capital

2016 2015
€'000 €'000
Authorised share capital
80,000 (2015: 90,000} Ordinary shares of €1.00 each 90 90
2016 2015
$'000 $'000
Issued and fully paid share capital
20,000 (2015: 20,000) Ordinary shares of €1.00 each 26 26

In accordance with the requirements of Article 373 Bock 2 of the Dutch Civil Code, the Company holds an amount of $2,000 in a
legal reserve in respect of revaluation of the Euro denominated share capital.

There has been no change in the amount of authorised share capital during the year,
12. Fees and commissions
All fee and commission income is received from other JPMargan Chage undertakings.

All fee and commission expense is paid by other JPMorgan Chase undertakings and reimbursed by the Company.

13.  Audit fee
2016 2015
$'000 $'000
Auditors' remuneration for the audit of the Company's annual financial statements 174 169

The audit fee mentioned comprises of the fee of external auditor PricewaterhouseCoopers Accountants N.V. and
PricewaterhouseCoopers LLP for the statutory audit of the financial statements. The above audit fee is included within administrative
expenses in the income statement.

14. Segmental analysis

In the opinion of the directors, the Company's activities comprise only one business segment, namely Corporate and Investment
Banking services. The Company issues structured nctes, of which the majority are issued within EMEA. All fee and commission
income is received from JFMorgan Chase undertakings within the EMEA region.
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J.P. MORGAN STRUCTURED PRODUCTS B.V.

Notes to the financial statements (continued)

15. Net interest income

2016 2015
$'000 $'000
Interest income 1,932 838
18. Income tax expense
2016 2015
$'000 $'000
Current tax 474 -—
Adjustments in respact of prior years — (666)
Tax on profit on ordinary activities 474 (666)
(Loss)/profit for the year before tax 2177 (3,033}
Tax calculated at applicable tax rates 474 —
Impact of;
Adjustments in respect of prior years —_ (866)
Income {ax expense 474 {666}

The standard tax rate in the Netherlands is 25% (2015: 25%). A tax rate of 20% is appiied to the first €200,000 (2015:€200,000).
17. Financial risk management

Risk is an inherent part of the Company’s business activities. The Company’s overall objective is to manage its businesses, and the
associated risks, in a manner that balances serving the interests of its clients and customers and protects the safety and soundness
of the Company.

JPMargan Chase’s and the Company’s risk management framework seeks to mitigate risk and loss to the Firm and Company. The
Firm has established processes and procedures intended to identify, measure, monitor, report and analyse the types of risk to which
the Firm is subject. However, as with any risk management framework, there are inherent limitations to the Firm's risk management
strategies because thaere may exist, or develop in the future, risks that the Firm has not appropriately anticipated or identified.

The Company operates within the Firm's risk management framework. The Board of Directors monitors the Company's financial
risks and has responsibility for ensuring effective risk management and control.

An overview of the key aspects of risk management is provided below. A substantial majority of these risks, which arise from the
structured products issued by the Company are offset by simultaneously entering into equal and offsetting OTC transactions with
other JPMargan Chase undertakings so that all such risks are effectively hedged.

A detailed description of the policies and processes adopted by the Firm may be found within JPMargan Chase & Co. 2016 Annual
Report of Form 10-K.
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Notes to the financial statements (continued)

17. Financial risk management (continued)

The following sections outline the key risks that are inherent in the Company's business activities.

Risk Definition
Economic risks
Credit risk The risk of loss arising from the default of a customer, client or counterparty.
o The risk that the Company will be unable to meat its contractual and contingent obligations or that it does not have the
Liguidity risk appropriate amount, composition and tenor of funding and liquidity to support its assets and liabilities.
The risk of loss arising from potential adverse changes in the value of the Company's assets or liabilities or future results,
Market risk resulling from changes in market variables such as interest rates, foreign exchange rates and equity prices.

Other core risks

Operational risk

The risk of loss resulting from inadequate or failed processes or systems, human factors, or due to external events that
are neither market nor credif related such as cyber and technology related events.

Reputation risk

The risk that an action, transaction, investment or event will reduce trust in the Company and the Firm's integrity or
competence by our various constituents, including clients, counterparties and the broader pthlic.

Credit risk

Credit risk refers to the risk of loss arising from the default of a customer, client or counterparty. The Company is exposed to credit
risk through lending and capital markets activities, The Company's assets are neither past due nor impaired.

Credit exposures

Batance sheet exposure by financial asset

The table below presents the Company’s grass balance sheet exposure to financial assets without taking account of any collateral
or economic hedges in place. As stated above, the Company's credit risk is substantially hedged with other JPMorgan Chase

undertakings: ’
2016 2015
$°000 $'000
Financial assets held for trading 18,791,157 19,047,163
Trade and other receivables 562,456 635,924
Cash and cash equivalents 807,888 684,731
19,961,501 20,367,818

Included within the above assets, balances held with other JPMorgan Chase undertakings are $19,405,083,000 (2015;

$20,103,019,000).

All financial assets are considered to be of an investment grade.

Liquidity risk

Liquidity risk is the risk that the Company will be unable to mest its contractual and contingent obligations or that it does not have
the appropriate amount, composition and tenor of funding and liquidity to support its assets and liabilities.

The Company's issuances are economicaily hedged with the OTC transactions with other JPMorgan Chase undertakings. To the
extent that settlerment-related timing differences between issuances and the OTC hedge may result in funding requirements, these
are funded by other Firm companies involved in the transactions. The contractual payments associated with the notes issued by the
Company are guaranteed by JPMorgan Chase Bank, N.A.
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Notes to the financial statements (continued)
17. Financial risk management {continued)
Liquidity risk (continued)

The following table provides details on the maturity of all financial liabilities:

2016 2015

Less than Less than

1 year 1 year

$'000 ~ $'000

Financial liabilities designated at fair value through profit or loss 18,791,157 19,047,163
Bank overdraft 429,152 546,810
Trade and other payables 210,777 245,976

19,431,086 19,839,949

Financial liabilities designated at fair value through profit or loss are typically redeemable on customer demand.
Market risk

Market risk is the exposure to an adverse change in the market value of financial instruments caused by a change in market
parameters. The primary categories of market parameters are:

+  Interest Rates - Interest rate risk primarily results from exposure to changes in the level, slope and curvature of the yield
curve and the volafility of interest rates;

+  Foreign Exchange Rates - Foreign exchange rate risk results from exposure to changes in prices and volatility of currency
rates; and

«  Eaquity Prices - Equity price risk arises from exposure to changes in prices and volatifity of individual equities, equity baskets
and equity indices, ‘

The market risks, including price, foreign exchange and interest rates risk, arising from the Company's issuances are economically
hedged by equal and offsetting OTC transactions with other Firm companies. There is no significant residual price, foreign exchange
risk and intsrest rate risk in the Company as at 31 Decambear 2016 and 31 December 2015.

The Company has an immaterial cash flow interest rate risk from interest bearing cash and cash equivalents balances.
Operational Risk

Operational risk is the risk of loss resuiting from inadequate or failed processes or systems, human factors or due to external events
that are neither market- nor credit-related. Operational risk is inherent in the Company’s activities and can manifest itself in various
ways, including fraudulent acts, business interruptions, failure to camply with applicable laws and regulations or failure of vendors
to perform in accordance with their arrangements. These events could result in financial losses, litigation and regulatory fines, as
well as other damages to the Company and the Firm. The goal is to keep operational risk at appropriate levels in light of the Company’s
financial strength, the characteristics of its businesses, and the markets and regulatory environments in which it operates.

Risk management

To monitor and control operational risk, the Firm has an Operaticnal Risk Management Framework (*ORMF"} which is designed to
enable the Firm to rmaintain a sound and well-controlled operational environmeant. The ORMF is comprised of four main components:
Governancs, Risk Assessment, Measurement, and Monitoring and Reporting.

Cybersecurity risk

The Firm devotes significant resources to protect the security of the Firm and Company’s computer systems, software, networks
and other technology assets. These security efforts are intended to protect against cybersecurity attacks by unauthorized parties fo
obtain access to confidential information, destroy data, disrupt or degrade service, sabotage systems or cause other damage. The
Firm continues to make significant investments in enhancing its cyber defence capabilities and to strengthen its partnerships with
the appropriate government and law enforcement agencles and other businesses in order to understand the full spectrum of
cybersecurity risks in the environment, enhance defences and improve resiliency against cybersecurity threats.

To protect the confidentiality, integrity and availability of the Firm and Company’s infrastructure, resources and information, the Firm
leverages tha ORMPF t¢ ensure risks are identified and managed within defined corporate tolerances. The Firm's Board of Directors
and the Audit Committee are regularly briefed on the Fimm's cybarsecurity policies and practices as well as its efforts regarding
significant cybersecurity events.
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Notes to the financial statements {continued)
17. Financial risk management (continued)
Reputation risk

Reputation risk is the risk that an action, transaction, investment or event will reduce trustin the Company’s integrity or competence
by cur various constituents, including clients, counterparties and the broader public.

Risk management

The types of events that could harm the Firm's reputation are so varied across the Firm's lines of business, each line of business
has a separate reputation risk governance infrastructure in place, which consists of three key elements: clear, documented escalation
criteria appropriate to the business; a designated primary discussicn forum - in most cases, one or more dedicated reputation risk
committees; and a list of designated contacts, to whom questions relating to reputation risk should be referred. Line of business
reputation risk governance is overseen by a Firmwide Reputation Risk Governance function, which provides oversight of the
governance infrastructure and process to support the consistent identification, escalation, management and monftoring of reputation
risk issues Firmwide.

18. Managed capital

Total equity of $530,634,000 (2015: $528,931,000) constitutes the managed capital of the Company, which consists entirely ofissued
share capital, share premium reserve, legal reserve and retained earnings.

The directors are responsible for setting the objectives, policies and processes relating to the management of the Company's capital
and maintain a set of policy documents to assist in discharging their responsibilities.

The Company is not subject to any externally imposed capital requirements.

19, Related party transactions

Related parties comprige:

{(a) Directors and sharsholders of the Company and companies in which they have an ownership interest
(b) Other JPMorgan Chase undertakings

None of the Directors received remuneration from the Company during the year (2015:nil). The Company did not employ any staff
in 2015 or 2015.

The Company's parent undertaking is detailed in note 1. There were no transactions with the parent undertaking during the year.

Related party transactions, outstanding balances at year end, and income and expenses for the year, all related to normal business
activities at arms length, are as follows:

(i) Outstanding balances at year end

JPMorgan Chase JPMergan Chase

undertakings undertakings

31 December 2016 31 December 2015

$'000 $'000

Financial assets held for trading 18,791,157 19,047,163
Financial liabilities designated at fair value

through profit or loss (903,783) (693,783)

Trade and other receivables 455,196 460,077

Cash and cash equivalents 586,297 595,779

Trade and other payables (21,074) (183,396}

Bank Overdraft (421,999) (528,437)
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Notes to the financial statements (continued})
19. Related party transactions (continued)

{(if} Income and expenses

Fees and commission income
Fees and commission expense
Administrative expenses

Net [nterest income

JPMorgan Chase
undertakings

31 December 2016
$'000

6,728

(5,134)

(200)
1,932

JPMorgan Chase
undertakings

31 December 2015
$'000

5,350

(7,796)

(1,251)
838

20. Proposed appropriation of net results

Management propose to appropriate the current year profit to the retained earnings. No dividend was paid or proposed during the
year.

21. Subsequent events

The Company has evaluated subsequent events through the end of the reperting period and the date when the financial statements
are authorised for issue and there were no significant events that would have a material impact on the financial statements.

The Board of Directors

H.P. de Kanter W.H. Kamphuijs
J.C.P. van Uffelen D.R. Hansson
R. Terasawa

Date: 3 A«w‘ﬁ mm]
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Other information

Profit appropriation according to the Articles of Association

The Articles of Association of the Company require that the allocation of profits be determined in a general meeting ofthe shareholders.
The Management Board may resolve to pay interim dividends up to an amount which does not exceed the amount of the distributable
part of the net assets. Dividends shall be paid after adoption of the annual financial statements from which it appears that payment
of dividends is permissible.

Independent auditor's report

The independent auditor's repert is included on page 26 of this annual report.
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Independent auditor’s report

To: the general meeting of J.P. Morgaﬁ Structured Products B.V,

Report on the financial statements 2016

Our opinion
In our opinion the accompanying financial statements give a true and fair view of the financial position
of J.P, Morgan Structured Products B.V. as at 31 Decerber 2016, and of its result and its cash flows for

the year then ended in accordance with International Financial Reporting Standards as adopted by the
Eurgpean Union (EU-IFRS) and with Part 9 of Book 2 of the Dutch Civil Code.

What we have audited
We have audited the accormnpanying financial statements 2016 of J.P Morgan Structured Products BV,

Amsterdam (‘the Company’).

The financial statements comprise:

] the balance sheet as at 31 December 2016;

. the following statements for 2016: the income staterent, changes in equity and cash flows;

. the notes, comprising a summary of the significant accounting policies and other explanatory
information,

The financial reporting framework that has been applied in the preparation of the financial statements
is EU-IFRS and the relevant provisions of Part g of Book 2 of the Dutch Civil Code.

The busis for our opindon
We conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing.

Our responsibilities under those standards are further described in the section "Our responsibilities for
the audit of the financial statements’ of our report.

Independence

We are independent of J.P. Morgan Structured Products B.V. in accordance with the Verordening
inzake de onafhankelijkheid van accountants bij assuranceopdrachten’ (ViO) and other relevant
independence requirements in the Netherlands. Furthermore, we have complied with the Verordening
gedrags- en beroepsregels accountants’ (VGBA).

We helieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Ref.: eonoo639

PricewaterhouseCoopers Accountants N.V,, Fascinatio Bowlevard 350, 3065 WB Rotterdam, P.0). Box 8800,
3009 AV Rotterdam, the Natherlands

Tz +31 {0} 88 ro2 00 10, F: +51 (0} 88 792 95 33, wiw prpeand

Pwi' is ths brand under which PricewalethouseGoapars Actountants NV {Chamber of Commearca 34183285), PricowatarouseConpars Bxlastngadyisaurs MV
[Chamber of Commerce 34180284}, PricewaterhouseConpars Advisary M.V {Chambar of Cammercs 343180287); PrizewaternousaCoapars Sompllance Services B Y
[Charaber of Commerce 51414406}, PricewatsrhousaGoopsrs Fensions, Aciuanat & (Nsurance Sapvices BV (Chamber of Commerce 54226368
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Cur audit approach
Overview and context

J.P Morgan Structured Products B.V.’s majn activity is the issuance of structured products comprising
certificates, warrants and market participation notes, and the subsequent hedging of the risk
associated with these notes through hedging with other J.P Morgan Chase companies. We paid specific
attention to the areas of focus driven by the operations of the Company, as set out below.

We designed our audit by determining materiality and assessing the risks of material misstatement in
the financial statements. In particidar, we locked at where the board of directors made subjective
judgements, for example in respect of significant accounting estimates that involved making
assumptions and considering future events that are inherently uncertain. As in all of our audits, we
also addressed the risk of management override of interna) controls, including evaluating whether
there was evidence of bias by the board of directors that may represent a risk of material misstatement
due to fraud.

We ensured that the andit teams included the appropriate skills and competences which are needed for
the audit of the Company.

The outlines of our andit approach were as follows:
Hateriality

. Overall materiality: USD 200 million (2015: USD 202 million) which
represents 1% of the total assets.

.........................................................................................................................................................................

Andit scope

Moderiality

" We conducted andit work in three locations; the Netherlands, the
United Kingdom and the United States.

. We paid particular attention to the andit of fair value of the financial

Audit scope assets held for trading and financial liabilities designated at fair value
through profit or loss.
Key o
- Valuation of the notes and hedging transactions with gther Broup
Key audit companies,

malters

Materiality
The scope of our andit is influenced by the application of materiality which is further explained in the
section ‘Our responsibilities for the audit of the financial stateraents’.

We set certain quantitative thresholds for materiality. These, together with qualitative considerations,
helped us to determine the nature, timing and extent of our audit procedures on the individual
financial staternent line items and disclosures and to evaluate the effect of identified misstatements on
our opinion.

J.P. Morgan Structured Products BV, - Ref: eoz00619
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Based on our professional judgement, we determined materiality for the financial statements as a
whole as follows:

..............................................................

Ratlionale for
benchmari: applisd

On this basis we believe that total assets are an important metric for the financial
performance of the Company,

We also take misstatements and/or possible misstatements into account that, in our judgement, are
material for qualitative reasons.

We agreed with the board of directors that we would report to them misstatements identified during
our audit above USD 10 million (2015: USD 10 million) as well as misstatements below that amount
that, in our view, warranted reporting for qualitative reasons.

The scope of our audit
The Company is a subsidiary of J.P, Morgan Chase & Co. The operations of the Company are

embedded in the IT environment and process controls of the J.P. Morgan Chase & Co. Group
{‘the Group”).

Considering our responsibility for the opinion on the Company’s financial statements we are
responsible for the direction, supervision and performance of the audit of the Company. In this
comtext, we used the work performed by component auditors for assurance over the internal control
environment. We sent instructions to component auditors, which set out the work to be performed and
the agreed scope of testing.

Where the work was performed by auditors of component anditors, we determined the level of
involvement we needed to have in the audit work to be able to conclude whether sufficient appropriate
audit evidence had been obtained as a basis for our opinion on the financial statements as a whole,

In this respect we performed the following procedures:

. We have issued detailed andit instructions to the component auditors prescribing the scope of
work to be performed, our risk assessment, the key audit areas, materiality to be applied and the
reporting requirements to the group engagement team.

® The reports of the component audiiors were assessed by the group engagement team and
observations were discussed with the component auditors and with group management.

. The group engagement teamn has met the component team and management of the Company
and performed a file review.

As part of our testing procedures we tested the existence of the financial assets held for rading by
independently reconciling the balances in the ledgers of the counterparties belonging to the Group
with the balances in the ledger of the Company. We have also assessed the creditworthiness of these
counterparties,

By performing the procedures above at component level, combined with additional procedures at
group level, we have obtained sufficient and appropriate audit evidence regarding the financiaj
information of the Company as a whole to pravide a basis for our opinion on the financial statements.

J.P. Morgan Structured Products B.V. - Ref.: e0g99619
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Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
the audit of the financial statements. We have communicated the key andit matters to the board of
directors, but they are not a comprehensive reflection of all matters that were identified by our audit
and that we discussed. We described the key andit matter and included a summary of the audit
procedures we performed on this matter.

Due to the nature of the Company’s business we recognise that key audit matters which we reported in
our independent auditor's report on the financial statements 2015 may be long-standing and therefore
may not change significantly year over year. As compared to prior year there have been no changes in
our key audit matters,

The key audit matter was addressed in the context of our audit of the financial statements as a whole,
and in forming our opinion thereon. We do not provide a separate opinion on this matter or on specific
elements of the financial statements. Any comments we make on the results of cur procedures should

be read in this context.

Koy oudit matter How our audit oddressed the matier
Valuation of the notes and hedging We obtained an understanding of the valyation
transactions with other group companies methodology and the processes and controls with

respect to the valuation of the financial liabilities

Refer to the aecountin lictes financial assets and X :
fer g polictes finan designated at fair value through profit or loss.

liabilities held for trading’, financial assets and

financial liabilities designated at fair vakie through We tested the Company’s controls over the validatier: of
profit or loss’, fair value’, ‘critical accounting models used in the valuation of structured note

estimates and judgements’, note 7 ‘Financiol liabilities  Yiabilities and hedging transactions. We also tested
designated at fair value through profit or loss’, note 8 management’s independent price verification controls,

‘Assets and liabilities measured at fuir velue’ and which are designed to validate the prices used by the
rote 9 Movements in assets and Habilities measured trading desks.
in Level 2°.

We substantively tested the inputs to the fair value
calculations. With respect to the discount rates used
and inputs for the valuation of the embedded derivative
element, this included independently sourcing data
from independent third party sourees. Furthermore, we
The financial liabilities desigrated at fair value through ~ agreed the terms of a sample of notes to the respective
profit or loss consist of structured notes, market prospectuses.

partieipant warrants and derivative-linked products
with financial institutions and high net worth
individuals. These financial liahilities, specifieally debt
instruments, ars issued with embedded derivatives for

Financial Habilities, designated at fair value through
profit or loss, and the equivalent amonnt In financisl
assets held for trading amount to USD 18,701 million a5
at 31 December 2016,

Wetested the completeness and accuracy of the
booking of group hedging transactions tg ensure the
Company had effective hedges in place.

which the valuation is determined using valuation We evaluated the adequacy of the disclosures relating to
models. '.F‘hese valuation models and pricing inputs the valuation of financial labilities designated at fair
used are internally tested by management of the vatue through profit or loss and financial assets hield for

J.P. Morgan Chase & Co Group. trading for compliance with the disclosure

The market risk associated with movements in the fair  requirements included in EU-IFRS.
value of the structured note Habilities is offset by the
hedging transactions with other group companies,

J.P. Morgan Structured Products B.V. - Ref.: 20399610
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Eey audit matier How our audit addressed the matter
We consider the valuation of the notes and hedging

tramsactions to be a key audit matter, given the

magnitude and nature of these positions,

In addition to the financial statements and our auditor’s report thereon, the annual report contains
other information that consists of:

s the directors’ report;

o the other information pursuant to Part g of Book 2 of the Dutch Civil Code.

Based on the procedures performed as set out below, we conclude that the other information:
. is consistent with the financial statements and does not contain material misstatements;
) containg all information that is required by Part 9 of Book 2 of the Dutch Civil Code.

We have read the other information. Based on our knowledge and understanding obtained in our andit
of the financial statements or otherwise, we have considered whether the other information contains
material misstaternents,

By performing our procedures, we comply with the requirements of Part ¢ Book 2 of the Dutch Civil
Code and the Dutch Standard 720. The scope of such procedures was substantially less than the scope
of those performed in our audit of the financial statements,

The board of directors is responsible for the preparation of the other information, including the
directors’ report and the other information pursuant to Part 9 Book 2 of the Dutch Civil Code.

Report on other legal and regulatory reguirements

Our appointment

We were appointed #s auditors of J.P Morgan Structured Products B.V. following the passing of a
resolution by the shareholders at the annual meeting held on 26 March 2015, and the appointment has
been renewed by the shareholders representing a total period of uninterrupted engagement
appointment of ten years.

Hesponsibilities for the financial statements and the audit

Responsibilities of the bourd of direciors

The hoard of directors is responsible for:

» the preparation and fair presentation of the financial statements in accordance with EIJ-TFRS
and with Part 9 of Book 2 of the Dutch Civil Code and for the preparation of the directors’ report
in accordance with Part 9 of Book 2 of the Duteh Civil Code; and for

. such internal control as the board of directors determines js necessary {o enable the preparation
of the financial statements that are free from material misstatement, whether due to fraud or
eITOr.

J.P. Morgan Structured Products B.V. - Ref ; e039961g
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As part of the preparation of the financial statements, the board of directors is responsible for
assessing the Company’s ability to continue as a going concern. Based on the financial reporting
frameworks mentioned, the board of directors should prepare the financial statements using the
going-concern basis of accounting unless the board of directors either intends 1o liquidate the
Company or to cease operations, or has no realistic alternative but to do 80, The board of directors
should disclose events and circumstances that may cast significant doubt on the Company’s ability to
continue as a going concern in the financial statements.

Our responsibilities for the audit of the Jinancial statements

Our responsibility is to plan and perform an audit engagement in a manner that allows us to obtain
sufficient and appropriate audit evidence to provide a basis for our opinion. Our audit opinion aims to
provide reasonable assurance about whether the financial statements are free from material
misstatement. Reasonable assurance is a high but not absolute level of assurance which makes it
possible that we may not detect all misstatements. Misstatements may arise due to fraud or error. They
are considered to be material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of the financial statements.

Materiality affects the nature, timing and extent of our andit procedures and the evaluation of the
effect of identified misstatements on our opinion,

A more detailed description of our responsthilities is set out in the appendix to our repert,

Rotterdam, 11 April zo1y
PricewaterhouseCoopers Accountants N.V.

Original has been signed by M.P.A, Corver RA

J.P. Morgan Structured Products B.V. - Ref.: 20399619
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Appendix to our auditor’s report on the financial statements
2016 of J.P. Morgan Structured Products B.V,

In addition to what is included in our suditor’s report we have further set out in this appendix our
responsibilities for the audit of the financial statements and explained what an audit involves.

The auditor’s responsibilities for the audit o ‘the financial statements
35

We have exercised professional judgement and have maintained professional scepticism throughout
the audit in accordance with Dutch Standards on Auditing, ethical requirements and independence
requirernents. Qur ohjectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error. Our audit
consisted, among other things, of the following;

o Identifying and assessing the risks of material misstatement of the financial statements, whether
due to fraud or error, designing and performing audit procedures responsive to those risks, and
obtaining audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the intentional override of internal control.

) Obtaining an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company's internal control.

» Evaluating the appropriateness of accounting policies used and the reasonableness of
acconnting estimates and related disclosures made by the board of directors.
» Concluding on the appropriateness of the board of directors’ use of the going-concern hasis of

accounting, and based on the audit evidence obtained, concluding whether a material
uneertainty exists related to events and/or conditions that may cast significant doubt on the
Company’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report and
are made in the context of our opinion on the financial statements as a whole. However, future
events or conditions may cause the Company to cease to continue as a going concern.

s Evaluating the overall presentation, structure and content of the financial statements, including
the disclosures, and evaluating whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with the board of directors regarding, among other matters, the planned scope and
timing of the andit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We provide the board of directors with a statement that we have complied with relevant ethieal
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

J.P. Morgan Structured Products B.V. - Ref.: e0309619
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From the matters communicated with the board of directors, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the

3

key audit matters. We describe these matters in our auditor

§ report unless law or regulation precludes

public disclosure about the matter or when, in extremely rare circumstanees, not communicating the

matter is in the public interest.

J.P. Morgan Structured Products BV, - Ref.: enggobic
Page Bof 8



