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THE RECTOR, WARDENS, AND
VESTRYMEN OF CHRIST CHURCH
CATHEDRAL OF INDIANAPOLIS,

Plaintiff, Cause No.:

V.
Jury Trial Demanded

JPMORGAN CHASE AND COMPANY,
and JPMORGAN CHASE BANK, N.A,,

Defendants. ; . : I 4 ,:w' 1 3 3 1 LIM -MJD-

COMPLAINT

R R R i " g g e

The Rector, Wardens, and Vestrymen of Christ Church Cathedral of Indianapolis, Indiana
(“Christ Church” or the “Church”), by and through its undersigned counsel, file this complaint
against JPMorgan Chase and Company and JPMorgan Chase Bank, N.A because of their: (a)
intentional mismanagement of and self-dealing in trust accounts benefiting Christ Church
(“Christ Church Trusts” or “Trusts”); (b) selection of high-risk, high-cost, opaque, unsuitable,
and poorly performing investments in order to further their own financial interests to the
detriment of Christ Church; (c) fraudulent misrepresentations made to the Church including their
self-described “superior” investment management and due diligence prowess, the high quality
and performance of their proprietary investment products, and the reasonableness of their fees;
(d) omissions of material facts including the presence of widespread and profound conflicts of
interests which seriously impacted the Trusts and the substantial exorbitant revenues received by
JPMorgan both from the Church Trusts and third-parties related to the Trusts; (e) violations of
federal, state, and common law obligations requiring them to adhere to the highest fiduciary

standards in managing the Christ Church Trusts; and, (f) the creation of toxic investment



products and funding those products with Christ Church Trusts funds resulting in the
surreptitious transfer of wealth from the Christ Church Trusts to J PMorgan.

THE PARTIES

1. Plaintiff Christ Church is an Indiana corporation with its principal place of
business on Monument Circle, Indianapolis, Indiana.

2. Defendant JPMorgan Chase and Company is a Delaware corporation with its
principal place of business in New York, New York, whose stock is traded on the New York
Stock Exchange (NYSE Symbol: “JPM™).

3. Defendant JPMorgan Chase Bank, N.A. is a nationally chartered bank with its
principal place of business in Columbus, Ohio.

4. Defendant JPMorgan Chase and Company owns not only the Defendant national
bank but other multiple subsidiaries and affiliates.

5. Defendant JPMorgan Chase Bank, N.A. and other JPMorgan subsidiaries and
affiliates report to their parent bank holding company, Defendant JPMorgan Chase and
Company, and all of the revenues of JPMorgan subsidiaries are consolidated with and included
in JPMorgan Chase and Company’s annual reports to sharcholders and federal and state
regulatory agencies.

6. At times herein, Defendant JPMorgan Chase and Company, Defendant JPMorgan
Chase Bank, N.A., and multiple JPMorgan subsidiaries and affiliates will be referred to
collectively as “JPMorgan.”

JURISDICTION AND VENUE

7. This Court has jurisdiction of this case pursuant to 28 U.S.C. §§1331 and 1332.
8. This is a civil action involving a sum in excess of $75,000, exclusive of interest

and costs.



9. Venue is proper in the Southern District of Indiana pursuant to 28 U.S.C. §
1391(b).
FACTS

Summary
10.  From July 2004 through December 2013, Defendant JPMorgan Chase Bank, N.A.

served as the sole trustee over the Christ Church Trusts accounts. During this period, JPMorgan
caused the Church Trusts to lose approximately $13 million in value as a result of J PMorgan’s
decisions to purchase over 177 different investment products, mostly from itself, using Church
funds because they produced the highest revenues to JPMorgan, to the detriment of Christ
Church.

11. At the very highest levels of JPMorgan, decisions were made to steer clients to
JPMorgan products regardless of the damage which could result to beneficiaries such as Christ
Church. JPMorgan used a “guided architecture” platform whereby it approved financial
products because JPMorgan would receive the highest revenues and then it caused its employees
to steer JPMorgan clients, including the Church Trusts, to those products.

12. Most of the financial products found in the Christ Church Trusts’ portfolio earned
JPMorgan substantial revenues in disclosed and undisclosed fees, expenses, retrocessions (or
kickbacks), and revenue sharing payments from third parties seeking to have their products
underwritten and approved by JPMorgan in order to gain access to JPMorgan clients and be
included in the JPMorgan guided architecture platform of approved investments.

13. JPMorgan as trustee used millions of dollars of Church funds to purchase from
itself clearly unsuitable investments for the Church including private equity funds, structured

notes, hedge funds, and other proprietary funds, many of which had no track record of success



and were doomed to fail. The percentage of proprietary products purchased from itself on behalf
of the Church ranged from 68% to a staggering 85% of the portfolio.

14, Between 2004 and 2013, JPMorgan used Church Trusts funds to purchase mostly
from itself approximately eighty-eight structured notes where JPMorgan served as the exclusive
placement agent, nine offshore hedge conduit or feeder funds created by JPMorgan, two private
equity conduit or feeder investments created by JPMorgan, a JPMorgan managed stock account,
JPMorgan cash sweep accounts, and multiple other JPMorgan proprietary funds including many
that were so heavily burdened with expenses and fees that they were doomed to fail to perform.

15.  In the management of the Christ Church Trusts, JPMorgan dramatically
underperformed JPMorgan’s own approved policy/custom index for the 1, 2, 3 and 5 year time
periods. The policy/custom index is a weighted combination of widely recognized benchmarks
that are clearly defined, openly published, and routinely updated by firms such as Russell
Investments, Standard and Poor’s, and Barclay’s Capital.

16.  JPMorgan’s performance was even worse when ranked against a universe over
time. Universe rankings are commonly used to compare the performance of the client’s portfolio
against a collection of return data for similar portfolio types, in this case other endowments and
foundations. The universe results are collected and updated with data from other portfolios on a
quarterly basis. Compared to other endowment and foundation portfolios valued at less than
$100 million, for the 1, 2, 3, and S-year time periods, JPMorgan’s universe rankings were 97,
100, 100, and 100, as of December 2012. In this ranking, 1 is the best and 100 is the worst.

17. During this same period, JPMorgan’s disclosed fees exponentially increased.
From 2004 through 2013, the annual disclosed fees revealed on the JPMorgan monthly

statements increased from an annual average of $35,000 to $177,800, an increase of 475%,



which totaled close to $1 million. This increase in fees was not a result of increasing values of
the Church Trusts; to the contrary, fees increased as the value of the Trusts decreased. Further,
the affirmatively concealed revenues received by JPMorgan from the use of Trust Funds is
expected to be far greater and will render the disclosed fees to be insignificant in comparison.

18. Despite repeated requests from the Church for actual dollars received by
JPMorgan from all sources related to the Christ Church Trusts, JPMorgan as trustee has never
revealed the total accurate amount of revenues it received based upon JPMorgan’s use of Church
Trusts funds. Instead, JPMorgan provided only carefully contrived responses relating to limited
revenues received by certain, but not all, JPMorgan entities.

19.  On many of the financial products purchased by JPMorgan from itself on behalf
of the Church using Church funds, JPMorgan made substantially more money than the Church,
even though the Church Trusts bore all the risks of the speculative investments.

20.  Between 2004 and 2007, the value of the Church Trusts ranged from $35.4 to
$39.2 million. After seven and a half years of JPMorgan “management,” as of December 2013,
the Trust’s value decreased to $31.6 million.

21.  While the Church has suffered greatly and its portfolio value has declined
significantly, JPMorgan has thrived. Between 2004 and 2013, JPMorgan’s assets increased from
$1 trillion to $2.4 trillion and its net revenues increased from $43 billion to $96.6 billion.

22.  Guided architecture involving steering client assets into proprietary products has
been immensely profitable to JPMorgan. According to a 2014 firm overview provided to
shareholders, JPMorgan earned $1.1 billion in revenues from cross-selling investment products

to asset management clients.



23.  As far as the Church knows, there was never a single JPMorgan employee who
served as an ombudsman on behalf of the Church, ensuring that the Church Trust Accounts were
effectively monitored, properly supervised, and that suitable investments were selected free from
any conflict of interests.

The Background of Christ Church

24, Christ Church, founded in 1837, is housed in the oldest structure on Monument
Circle in Indianapolis, and is listed on the National Register of Historic Places.

25. Christ Church has a strong commitment to the downtown Indianapolis
community. At one point, many different churches were located around Monument Circle.
However, by 1953, Christ Church was the lone church on Monument Circle as other
congregations had moved away from downtown. Its location on Monument Circle makes it
uniquely able to serve the needs of the downtown Indianapolis community.

26.  Christ Church has been a leading congregation in Indianapolis for the past 175
years. Many of the accomplishments of the congregation were made possible by the generosity
of the Lilly family. Eli Lilly, Jr. (“Mr. Lilly”) made a significant gift during his lifetime
establishing an endowment for Christ Church called the Talbot Fund. In the deed of gift, he gave
his church this charge:

By virtue of its location in the heart of the City and the State, and its vocation as
the last Christian church standing in the downtown district, it should exert a
leadership not only in the Episcopal Church, but in the spiritual life of the whole
city.

27. Christ Church has strived to fulfill this vocation and mandate. Today it is a
thriving Episcopal congregation with a diverse membership drawn from all walks of life, from

leading citizens of Indianapolis to those struggling to make ends meet. Yet it is not only a home



for its members, Christ Church is a house of prayer for all people and a church for the City of
Indianapolis.

28. It has been and continues to be an ecumenical and interfaith leader. A century
ago, Christ Church founded the Church Federation, ensuring cooperation among the various
Christian denominations in Indianapolis. Several years ago, it joined with other congregations to
launch the Interfaith Hunger Initiative, drawing together Christian, Jewish, Muslim, Hindu,
Buddhist, and Sikh leaders to work cooperatively to end child hunger in Indianapolis.

29.  Inaddition to religious cooperation, Christ Church has worked toward the welfare
and common good of the community. In the early 1800s, it helped initiate public education in
Indianapolis. Over the years it has supported and often been among the founders of leading
charities and social service agencies, including Gleaners Food Bank, the Julian Center for abused
women, Craine House providing alternative sentencing for incarcerated mothers, the Damien
Center promoting help for those with HIV or AIDS, the Dayspring Shelter for homeless families,
as well as the Children’s Bureau, the Coalition for Homelessness Intervention and Prevention,
Exodus refugee settlement, Lutheran Child and Families Services, Second Helpings, and many
other worthy organizations. Over the past decade Christ Church Cathedral has provided over
$10 million toward the support of these and other worthy groups.

30.  The reach of this congregation also extends nationally and internationally. For
example, in the past decade, Christ Church gifted $1 million in response to Hurricane Katrina in
2005 and the Haiti earthquake in 2011.

31.  Finally, Christ Church, in keeping with the tradition of Anglican cathedrals, is a
leader in the arts, particularly in music. It hosts concerts, recitals, and musical events, and its

internationally recognized choirs have toured widely.



Mr. Lilly’s Devotion to Christ Church

32. M. Lilly, born in 1885 in Indianapolis, graduated from Philadelphia College of
Pharmacy in 1907. Soon thereafter he began working for his grandfather’s company, Eli Lilly
and Company, where he eventually became president.

33. Christ Church was the church of the Lilly family. Mr. Lilly was baptized there in
1885 and was part of the youth choir. In 1927, he became a vestryman and served in that
position throughout his life. In 1928, Mr. Lilly and his wife Ruth established the church library.
In the 1950s, Mr. Lilly served as a junior warden and was responsible for the parish’s property.
In 1957, Mr. Lilly authored the book “History of the Little Church on the Circle: Christ Church
Parish Indianapolis 1837-1955.”

Mr. Lilly’s Will

34, Mr. Lilly executed his Last Will and Testament (“the Will”’) on May 29, 1973.
(See Exhibit (“Ex. A”), attached hereto.)

35.  Mr. Lilly’s Will reflected his dedication to Christ Church and downtown
Indianapolis, providing that (after various bequests and payments), ten percent of the remaining
estate would be set aside in three trusts for the benefit of Christ Church. He directed that this
bequest to Christ Church be divided into three equal shares which were to be managed by three
separate trustees - all Indianapolis banks: Indiana National Bank (“INB”), American Fletcher
National Bank and Trust Company (“AFNB”) and Merchants National Bank & Trust Company
of Indianapolis (“Merchants”).

36.  Mr. Lilly’s Will further provided that income from the three separate Christ
Church Trusts would be distributed to Christ Church “for use in the preservation of Christ
Church, for ensuring the continuance of Christ Church in its present location on Monument

Circle, and generally to assist in carrying on its religious, charitable and educational purposes.”



37. Mr. Lilly died on January 24, 1977.

The Designation of Indiana Banks as Trustees

38.  In the 1970s, at the time the Will was written, banks were typically appointed as
trustees to administer estates, collect and safeguard assets, and distribute testamentary bequests.
At the time, banks were prohibited from acting as broker-dealers and investment bankers, did not
offer their own financial products other than conservative and transparent investments, and did
not have a personal stake or interest in the specific investments made on behalf of the trusts they
served.

39. Al three Indiana banks were subject to the Banking Act of 1933 (Pub. L. 73-66),
enacted June 16, 1933, including four sections which are commonly referred to as the Glass-
Steagall Act, which separated commercial and investment banking. The Glass-Steagall Act
restricted commercial banks and their affiliates from underwriting and distributing securities and
was enacted by Congress to halt the abuse by banks of selling high risk securities to their
customers, in clear conflict of the bank’s duties owed to its customers.

The Disappearance of the Original Indiana Bank Trustees

40.  The three Indianapolis banks selected by Mr. Lilly to serve as trustees no longer
exist.

41.  Through a series of bank mergers and consolidations, Defendant JPMorgan Chase
Bank N.A. became the Trustee entrusted with the care, management, growth, and preservation of

two of the three Christ Church Trusts.'

"The third trust which was initially managed by Merchants National Bank in Indianapolis was acquired by
another out-of-state bank. Its trusteeship is not the subject of this lawsuit.

Today, none of the Christ Church Trusts are managed by a bank. In December 2013 and January 2014,
the Marion County Probate Court appointed the Christ Church Cathedral Foundation as the Successor
Trustee for all of the Christ Church Trusts.



The Background of JPMorgan

42.  JPMorgan Chase & Company is a multinational banking and financial services
holding company.

43.  Per its 2013 Annual Report, JPMorgan has $2.4 trillion in assets and over $211
billion in stockholders’ equity.

44.  JPMorgan has three principal subsidiaries in the United States: (1) Defendant
JPMorgan Chase Bank, N.A.; (2) Chase Bank USA, N.A., another national bank that is
JPMorgan’s credit card-issuing bank; and (3) J.P. Morgan Securities LLC.

45.  There are multiple JPMorgan subsidiaries and affiliates which are identified in
investment offerings as receiving fees, commissions, management fees, and profits which
include, but are not limited to, revenues received by J.P. Morgan Investment Management, Inc.,
JPMorgan Asset Management Holdings, Inc., J.P. Morgan Distribution Services, Inc., J.P.
Morgan Private Investments, Inc., JPMorgan Clearing Corp.; and, Highbridge Capital
Management LLC (a hedge fund wholly owned by J PMorgan).

46.  JPMorgan is organized, for management reporting purposes, into four major
business segments: Consumer & Community Banking, Corporate & Investment Banking,
Commercial Banking, and Asset Management.

47. Asset Management is defined as “the business of providing financial products or
services to a third party for a fee or commission.”

48.  Asset managers invest on behalf of others and do not put their own capital at risk.

49.  The Asset Management business segment is a critical component in JPMorgan’s
financial success and the sale of JPMorgan proprietary and affiliated products is responsible for

its substantial revenues. According to JPMorgan’s 2013 Annual Report, the substantial losses to
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the bank from traditional banking income (including mortgage fees and interest income) were
offset by “asset management, administration and commissions revenue.”

50.  As JPMorgan reported to its shareholders, its revenues continued to increase
through growth in its sales of investment products and receipt of higher performance and
investment service fees.

51.  As previously stated, asset managers earn fees and commissions on others’ cash
and do not have to put their own capital at risk. JPMorgan took this advantage farther.
JPMorgan devised a way to use client funds as “seed” money, i.e. risk capital, to launch new
proprietary products. JPMorgan underwrote and created investment products and then purchased
from itself the newly created products with funds belonging to its existing client base, including
trust clients who had no ability to veto the selection of the newly underwritten or manufactured
product and often did not even know in advance that the product had been purchased on its
behalf, such as Christ Church.

JPMorgan’s Duties as Trustee

52.  JPMorgan, as a trustee, assumed the duty to invest and manage the Christ Church
Trusts assets solely in the best interests of the beneficiary, Christ Church.

53.  Bank fiduciaries are held to higher standards of care and prudence which
underscore the importance for a bank fiduciary to act solely in the best interest of its clients and
to create an environment of high ethics and strong risk management processes.

54.  There are multiple reasons why the law imposes a higher duty upon a bank trustee
in managing a trust. The bank trustee is the only one making the management and investment
decisions. Beneficiaries cannot veto decisions made by the bank trustee as to the selection of

investment products to be included in the trust portfolio.

11



55. A bank trustee’s decision to purchase or sell investment products or securities in a
trust portfolio is different than a typical retail customer.

56.  If aretail or other non-trust customer wants to purchase a particular investment or
security from a bank, the bank is obligated to fully disclose all material information about the
investment product prior to sale.

57. Pursuant to federal and state securities laws, the bank, as the seller of the security,
is required to prepare a complete and accurate prospectus or offering memorandum fully
describing the investment, its risks, its suitability, the persons responsible for the management,
the total fees, commissions, and expenses which will be charged, who will receive those fees,
commissions and expenses, and other valuable information.

58.  In a retail or other non-trustee setting, it is the customer’s final decision as to
whether or not to buy the product after receiving full and truthful disclosure of all material
information necessary to make an informed decision. Also, in such a relationship, the customer
can terminate the relationship with the bank freely and at-will anytime.

59.  In a trustee relationship, there is no customer who has the final say on what
product can be purchased. To the contrary, the trustee alone makes the selection. The trustee is
in a clearly superior position of power and control over the beneficiaries of a trust. The
beneficiaries cannot override or veto the trustee’s decisions to buy and sell assets contained in
the trust. Unlike most bank customers, the beneficiaries cannot unilaterally fire the trustee.

60.  Legislative bodies have recognized the potential for abuse of power and have
instituted laws to prevent attempts to profit from the management of the trust accounts and to

ensure that trustees do not take actions to the detriment of trust beneficiaries.
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61.  There is always additional scrutiny, and there should be, of a trustee’s decision to
invest trust moneys in its own investment products, described as self-dealing, or a conflict of
interest, when the trustee profits because of the purchase of a proprietary financial product on
behalf of the beneficiary. Multiple laws and fiduciary standards exist to ensure that a proprietary
product has been selected because it is the best product available, not because it will financially
benefit the trustee.

62.  Indiana Code Section 30-4-3-6 requires that a trustee: (a) administer the trust
consistent with the prudent investor statute; (b) preserve the trust property; (c) make trust
property productive for the beneficiary; (d) maintain clear and accurate accounts with respect to
the trust; (e) provide the beneficiary complete and accurate information concerning any matter
related to the administration of the trust; and, (f) permit the beneficiary to inspect trust property,
the trustee’s accounts, and any other documents concerning administration of the trusts.

63. A trustee is required to invest and manage trust assets as a prudent investor
would, by considering the purposes, terms, distribution requirements, and other circumstances of
the trust. In doing so, the trustee must exercise reasonable care, skill, and caution. I.C. § 30-4-
3.5 et. seq. Among some of the circumstances that a trustee must consider in investing and
managing trust assets are: (1) the role that each investment plays within the overall trust
portfolio; (2) the expected total return from income and the appreciation of capital; (3) other
resources of the beneficiaries; and, (4) needs for liquidity, regularity of income, and preservation
or appreciation of capital.

64.  If a trustee bank uses trust funds to purchase a bank’s own product, service, or
security, the purchase price and any ongoing charges and costs must be fair, reasonable, and

substantially equivalent to the costs of similar products and service.
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65.  The trustee bank is required to disclose to the beneficiaries in writing information
about all compensation, including the rate and method by which any compensation is
determined, in transactions where the bank and its affiliates are acting in any capacity as the
issuer of the securities or the provider of the products or services that is the subject of the sale.

66. A trustee has a duty to only incur costs that are appropriate and reasonable in
relation to the assets, the purposes of the trust, and the skills of the trustee.

67. In connection with the management of the Christ Church Trusts, the Marion
County Superior Court of Indiana issued an order reiterating the bank trustee’s obligations to
comply with state and common and statutory laws and to manage the Trusts’ assets “for total
return, with an investment objective of attaining long-term capital appreciation, preservation of
capital, and moderate levels of income.” (Ex. B.)

The Christ Church Investment Committee

68. The Christ Church Trusts are of critical importance to the Church and its mission.
As of December 2013, the Church’s total endowment, including the Christ Church Trusts, was
approximately $67.1 million, of which JPMorgan was the Trustee responsible for $31.7 million,
or approximately 47% of the total endowment. The Church itself had direct fiduciary
responsibility over about $19.8 million of the investment pool (or 30%), and another bank trustee
was responsible for $15.7 million (23%).

69. The relative size of the total endowment, which is less than $100 million, is
important. This is not a large endowment that is clearly self-sustaining and can afford to invest
in high-risk or high-cost investments. Christ Church relies on this endowment for its operations,
ministry, charitable and artistic activities in the community and elsewhere. High-cost, high-risk,

and speculative investments are not in any respect appropriate for such an endowment.
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70. It is the total return of all the pools of assets that funds the Church’s activities.
Thus, both the growth of principal and the income derived therefrom are critical to the Church’s
ability to survive and to conduct its ministry and outreach programs.

71.  Because of the critical importance of the Church’s total endowment to its
survival, Christ Church established an Investment Committee to oversee all funds and
endowments, including the Christ Church Trusts. As part of the Investment Committee’s duties,
it communicated regularly with the trustee banks. The Investment Committee also met quarterly
to review the asset allocation of the overall endowment and to assess the performance of the
funds relative to the appropriate benchmarks and universes. It was also part of the Investment
Committee’s duties to keep abreast of best practices in asset management of endowment funds.

The Church’s Desire for Best Asset Management Practices and Products

72.  As previously noted, when the Christ Church Trusts were first established, bank
trustees were limited in the investment products that they could select for trusts. Banks, which
were subject to the Glass-Steagall Act, could not act as investment and securities brokers. The
investments procured for trust accounts were conservative and transparent. Further, fees charged
by the trustee banks were all similar, reasonable, and easily understood.

73. In 1999, the Glass-Steagall Act was formally repealed, and banks were creating
their own investment products. New, highly-complicated, and exotic investment products were
developed and offered for sale — including derivatives, private equity investments, hedge funds,
and structured notes.

74.  In response, endowments and other non-for-profit institutions turned to
professional investment consultants to advise them on the investments and the appropriate

products to purchase for their portfolios. Typically, such professionals were paid a fee for their
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consulting services rather than creating or selling their own products, thus providing independent
advice that was not a conflict of interest or could be considered self-dealing.

75. Christ Church sought such independent experts and consultants. A global overall
investment policy was developed with the goal to diversify and balance the Church’s total
investment portfolio over its total endowment pool, to ensure diversification of risk, continued
preservation and growth of principal, and to obtain reasonable annual income without eroding
principal to fund the Church’s mission.

76.  Given the actions of trustees such as JPMorgan, it was not easy for the Church’s
Investment Committee to implement and monitor the overall investment program. The trustee
bank ownership was constantly changing and bank personnel responsible for the Christ Church
accounts were constantly replaced.

JPMorgan Becomes the Trustee

77.  In July 2004, JP Morgan and Company merged with Bank One Corporation, the
predecessor trustee responsible for the Christ Church Trusts, and thus, became the new trustee
responsible for two of three original Lilly trusts which totaled approximately $34.6 million. As
will be described more fully, over the next nine and a half years under JPMorgan’s trustee
management, the Trusts would only total $31.6 million.

78. In 2004, when JPMorgan became trustee, the Christ Church Trusts were invested
predominantly in domestic equities and fixed income, including a stock managed account
(“SMA”) which held U.S. stock and a small number of equity index and bond funds. The
portfolio was simple and utilized transparent, liquid, risk-adverse investments with reasonable
trustee fees and costs.

79.  JPMorgan’s initial focus was upon replacing its predecessor’s Bank One funds in

the Church Trusts with JPMorgan proprietary funds. JPMorgan Funds and Bank One Funds
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were integrated on February 19, 2005. JPMorgan customers were advised that they would be
hearing more about the integration, and the JPMorgan combined fund family.

80. In April 2005, JPMorgan representatives working in Indianapolis made a
presentation to Christ Church advising that the Church was fortunate that its Trusts were now
with JPMorgan and that if the Trusts had been in JPMorgan funds instead of Bank One funds, the
Church would be in a better position. JPMorgan assured Christ Church that there would now be
continuity of the financial team responsible for the Trusts. At the April 2005 meeting, JPMorgan
presented a chart showing the total of the Trust Fund of about $34.6 million distributed as
follows: JPMorgan SMA, 27.5%; other equity and Lilly stock, 44.3%, and Fixed Income,
28.2%.

JPMorgan’s Transfer of the Trust Accounts to Private Wealth Management

81.  During 2006, the Church met with JPMorgan to discuss how the Trust Funds
should be managed and the products that should be analyzed for inclusion in the Church’s
investment portfolio. The Church believed that JPMorgan should utilize independent money
managers who could better manage the portfolio, would not have conflicts of interest and would
be subject to termination if their performance fell below expected standards.

82.  However, in 2006, a JPMorgan officer advised a Church representative that the
Church assets were entrusted to JPMorgan and the bank was only being courteous by listening to
the Church’s concerns. This reinforced the Church Investment Committee’s understanding that
it had no legal right or authority to make investment decisions on behalf of the Trusts, and it
could not terminate JPMorgan’s trusteeship.

83.  JPMorgan representatives repeatedly advised the Investment Committee that

JPMorgan “owned” and exclusively managed the Trusts.
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84.  Sometime in 2006, JPMorgan informed Christ Church of the bank’s decision to
transfer the Christ Church’s Trusts from its institutional management group to its private wealth
management group.

85.  According to JPMorgan, the private wealth management group had more
expertise in managing accounts in compliance with trust regulations and it could provide a wider
array of and access to investment products including non-JPMorgan funds. JPMorgan also
advised the Investment Committee that the new group would have the ability to hire outside
managers and would not be tied to just JPMorgan products.

86.  In November 2006 JPMorgan Private Wealth Management representatives met
with the Investment Committee and advised it that JPMorgan would conduct a complete
assessment of the Church’s investment objectives, would use the Church’s investment policy as a
driver in selecting investments, and would constantly monitor the portfolio to ensure that it was
being appropriately managed.

87.  In December 2006, JPMorgan representatives made it clear that they fully
understood the nature and extent of the fiduciary duties JPMorgan owed to the Trusts as
governed by the 1999 court order and the Indiana Trust Statutes. JPMorgan also advised that it
was aware that the Trusts provided the majority of the Cathedral’s operating income.

88.  As of December 31, 2006, the Christ Church Trusts managed by JPMorgan
totaled $38.31 million and were invested in a JPMorgan SMA and three JPMorgan proprietary
funds. (Ex. C.)

89.  Based upon the simple portfolio in existence for most of 2007, by December 31,

2007, the value of the Church Trusts totaled $39.2 million.
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90. As will be further discussed, the Church Trusts would never return to that value
despite another six full years of costly “asset management” by JPMorgan.

JPMorgan’s Introduction of Alternatives and the Purchase of Complicated Products

91.  In late 2007, JPMorgan made multiple unilateral investment decisions involving
self-dealing at the expense of the Christ Church Trusts, and began adding multiple mutual funds
including JPMorgan Intrepid International Fund and JPMorgan Asia Equity Fund. As will be
described later, these JPMorgan funds would be sold at a substantial loss to Christ Church in
excess of $750,000. This trend would continue over the remainder of JPMorgan’s trusteeship.

92.  On September 17, 2007, JPMorgan representatives met with Christ Church to
make a general presentation about alternative products that JPMorgan intended to purchase on
behalf of the Church.

93.  Alternative investments or alternatives are terms used to describe products other
than traditional equities and bonds. Alternatives include a wide array of products including, but
not limited to, gold, silver, currencies, other commodities, real estate, private equity funds, hedge
funds, venture capital funds, derivatives, and structured funds and notes.

94. At the September 17, 2007 presentation, JPMorgan advised the Investment
Committee about the opportunities to invest in structured notes, derivatives and hedge funds.

95.  The JPMorgan presentation focused in large part upon the great benefits of
structured notes because the Trusts would be able to participate in the market upside and earn
higher than standard interest rates, but it also would be protected if there was a precipitous
decline in the market.

96. JPMorgan advised the Church that its fees for the notes were reasonable, and the

bank would receive a mere 1% on the sale of each structured note.
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97.  Neither the Church Investment Committee nor its advisors had experience in
investing and monitoring the performance of structured notes and were not familiar with the
complexities of this financial instrument.

98. Two days later, on September 19, 2007, JPMorgan, as Trustee, used Church funds
to purchase from itself on behalf of the Church, a structured note entitled “Merrill Lynch
Buffered Return Enhanced NTS linked to Asian Equity Index Basket due 9/26/08” which was
underwritten by JPMorgan. This note was purchased for $49,500. A year later that note was
sold at a loss of $8,879.

99, On November 30, 2007, JPMorgan, as Trustee, used Church funds to purchase
another structured note from itself entitled “Barclays BK PLC Buffered Return Enhanced NTS
LKD to Dow Jones Euro STOXX 50 Index Medium Term, NTSSER A due December 15,2008
which was also underwritten by JPMorgan for $99,000. A year later, the note was sold for
$74,890, at a loss of $24,110.

The Substantial Risks of Investing in Structured Notes

100. A structured note is a derivative investment product created by a commercial or
investment bank that is linked to and derived from another underlying investment, such as the
Standard & Poor’s 500 Index or a foreign currency. The return on a structured note’s maturity is
calculated by the issuer according to a complex formula. Though linked to derivative
instruments, a structured note does not have identical returns and losses to the derivative
instrument because the issuer includes a series of leverages and buffers in the formula that
determines the note’s return.

101.  Structured notes are highly complex, risky, opaque investments. A structured

note’s return depends not only on the performance of the underlying derivative instruments but
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also on the issuer’s ability to pay. Structured notes are not insured by the Federal Deposit
Insurance Corporation.

102. The U.S. Securities and Exchange Commission (“SEC”) has warned against
investing in structured notes stating that “investing in these products could mean winding up
with an expensive, risky, complex, and illiquid investment.”

103. A structured note is difficult to value because of its complex and highly
customized nature. Structured notes are not listed on any securities exchange, are not subject to
any uniform standards, and are lacking in transparency as to pricing and fees. As a result,
structured notes have little to no liquidity and rarely trade after issuance.

Retrocessions

104.  The issuers of structured notes have inherent, adverse interests to the purchasers
of structured notes. Structured note issuers do not clearly disclose to buyers the amount of
commissions charged and other recurring or built-in fees. Many of the structured notes
JPMorgan purchased as trustee on behalf of the Church indicate that the third-party issuers
reimburse JPMorgan when JPMorgan waives its placement agent fee for fiduciary clients such as
Christ Church. These types of controversial reimbursements are sometimes called retrocessions.

105.  JPMorgan never advised Christ Church of its receipt of retrocession fees (also
referred to as kickbacks, finder’s fees, or fee-sharing agreements) in which money was kicked
back to JPMorgan for its efforts in finding investors for the investment products purchased by
JPMorgan on behalf of the Christ Church Trusts.

106. In many countries, retrocession payments which come from client assets have
been deemed to belong to the client, unless expressly agreed otherwise by the client in full

knowledge of the relevant facts.
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107.  The Church was not provided with term sheets and prospectuses for these
structured products, which revealed that the notes were purchased by JPMorgan as Trustee for
the Church from JPMorgan as placement agent. The Church also never understood how the
returns were calculated, the substantial risks associated with these notes, or the total fees
embedded and hidden in these products.

JPMorgan’s Increase of Financial Products Including Its Own Proprietary Funds

108. By year-end 2007, JPMorgan began to dramatically change the Christ Church
Trusts portfolio. The Trusts were no longer invested in the JPMorgan SMA and three mutual
funds.

109.  Over the last few months of 2007, JPMorgan purchased or placed monies in over
twenty-three financial products including two structured notes underwritten by JPMorgan and
multiple JPMorgan proprietary products.

110.  The amount and selection of the specific financial products made little sense to
the Church’s Investment Committee. The portfolio was unnecessarily over-diversified, illogical,
and not consistent with a coordinated investment strategy.

111.  The portfolio also included odd choices in relatively small amounts, such as a
$50,000 purchase by JPMorgan from itself of the JPMorgan India Fund (“India Fund”) using
Church Trusts funds, which would be sold just seven months later at a 42% loss, for $28,902.
The failing JPMorgan India Fund was eventually liquidated and dissolved.

The Purchase of Hedge Funds

112.  In 2008, JPMorgan as trustee began pushing Cayman Island managed hedge
funds, more structured notes, and other additional JPMorgan proprietary funds. The Church was
concerned over the bank’s objectivity as JPMorgan was switching to higher-fee funds using

Church funds.
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113. A hedge fund is an unregulated pool of private capital. Hedge funds are often not
what they purport to be — a product aimed at reducing or hedging against risk. Instead, hedge
funds have evolved into becoming aggressively managed portfolios of investments which use
high risk investment strategies, such as investing with borrowed money or leveraged
transactions, in hope of realizing large, speculative capital gains, while risking substantial losses.
They are not insured, lightly regulated, and involve massive and little-known operational risks.

114.  Hedge funds are typically high cost, high risk, illiquid, and opaque investments.
That is, they lack most of the hallmarks of a prudent investment, i.e., reasonable cost and risk,
liquidity, and transparency, that are appropriate for trusts such as the Christ Church Trusts.

115.  As a result of the lack of transparency, it is virtually impossible for stakeholders
(such as Christ Church) to know the answers to questions as fundamental as who is managing the
money, what is the money invested in, where is it (i.e., who is keeping custody of the money or
investments funds), and what are the fees?

116.  Alternative investments, including hedge funds, that are incorporated and
regulated under the laws of foreign countries present additional, unique risks which fiduciaries
must consider. Investors can find themselves embroiled in Cayman Islands courts (and other
foreign jurisdictions) in order to liquidate the investments.

117.  Hedge fund assets may also be held by different custodians located around the
world.

118.  During 2008, JPMorgan unilaterally purchased $1 million of shares from itself in
Blackstone Partners Offshore Fund Ltd. (“JPMorgan Blackstone Offshore Fund”), a Cayman

Islands hedge “fund of fund of funds.”
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119. A hedge fund of fund of funds is a conduit or feeder fund which charges a fee to
invest its assets in a fund of funds which also charges a fee to invest its assets in underlying
funds, which also charges additional fees. Total fees related to a hedge fund of fund of funds
generally exceed 8%.

120.  The JPMorgan Blackstone Offshore Fund is a “feeder fund” created by JPMorgan
to invest its assets (which were obtained from JPMorgan clients) into Blackstone Partners
Investment Fund L.P., a Delaware limited partnership (the “BAAM Onshore Fund”), and
Blackstone Partners Fund Ltd., a Cayman Islands Company (the “BAAM Offshore Fund”).
Blackstone Alternative Asset Management L.P. (“‘BAAM?”), is the manager of this hedge fund of
funds. BAAM and its two funds, in turn, invested their assets with 163 underlying hedge fund
managers.

121.  The Church trusts do not own any interest in BAAM. Only the JPMorgan
Blackstone Offshore Fund created by JPMorgan owns a stake in BAAM.

122. JPMorgan did not disclose to the Church that JPMorgan Securities, Inc. and
JPMorgan private banking affiliates had entered into a distribution and cooperation agreement
with BAAM whereby JPMorgan would receive 50% of the management fee and 20% of the
incentive fee annually attributable to shares purchased by J PMorgan clients.

123. Unbeknownst to the Church, J.P. Morgan Securities LLC was a “special limited
partner” in the Onshore Fund.

124. JPMorgan also concealed from the Church multiple issues of material facts that
anyone investing in such a complicated fund would want to know including, but not limited to:

a. the fund was a recently formed entity with no operating history upon
which prospective investors could evaluate the fund’s likely performance;

b. the myriad fees related to the fund (8+%) were so onerous that the fund
was doomed to underperform on a net basis;
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c. the fund was speculative, involved a high degree of risk, and an investor
could lose all or a substantial amount of the investment;

d. the money managers selected by BAAM used controversial investment
techniques such as short sales, substantial leverage, securities lending,
investments in non-marketable securities, uncovered options, forward
transactions, and futures and options on future transactions, foreign
currency transactions, and highly concentrated portfolios, among others,
which could magnify losses;

e. compensation would be received by multiple parties based upon the
performance of the investments which created a strong incentive to make
investments that are more risky and speculative in order to seek higher
returns;

f. the fund was not regulated or insured by governmental regulatory
authorities; and,

g. a number of actual direct conflicts of interests existed between the
JPMorgan private banking client investors, including the Church, and
JPMorgan, BAAM and the underlying money managers.
125. By the end of 2008, the Trusts’ portfolio had decreased to $26.69 million from
$39.2 million in December 2007, a loss in value of $13.5 million while JPMorgan’s disclosed
annual fees had doubled in size. A staggering 85% of Church assets were invested in JPMorgan

proprietary and affiliated products.

JPMorgan’s Defense of Hedge Funds and
Purchase of Additional Proprietary Products

126.  In January, 2009, JPMorgan met with the Church to defend its investment of $1
million in the Blackstone Offshore Fund. According to JPMorgan, the Church did not need to be
concerned since the selection of the hedge fund was a well-researched product and over thirteen
dedicated JPMorgan analysts had recommended this product.

127. According to JPMorgan, the bank’s “Due Diligence Team” actively and

continuously analyzed and evaluated each hedge fund, including Blackstone, and that this type of
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due diligence oversight helps “reduce all types of hedge fund risk that do not translate into
returns for clients.” The Church was told that “Blackstone has done well.”

128.  In April, 2009, the Church, seeking to rebalance its portfolio in accordance with
both the Church’s and JPMorgan’s own investment policies, requested that JPMorgan re-allocate
the portfolio and move funds from bonds to equities. JPMorgan agreed to increase equities so
that the Trust’s asset allocation for equities would be in line with the Church’s policy and within
JPMorgan guidelines.

129. Unbeknownst to the Church, following that meeting, a then-JPMorgan employee
incorrectly concluded that the Trusts were under-allocated to bonds. The then-JPMorgan
employee, without consulting any other individuals, proceeded to sell millions of dollars in
equities and purchase bonds, the exact opposite of the Investment Committee’s request, and
contrary to JPMorgan’s own position that it was time to invest in equities, thereby causing
substantial damages to the Trusts.

130. A JPMorgan employee wanted to advise the Church that it had wrongfully failed
to buy the equities as agreed, thus, losing about $1 million for the Church Trusts. A supervisor
ordered him not to notify the Church inasmuch as JPMorgan was the Trustee and had complete
control over the investments.

131. On August 18, 2009, a JPMorgan employee met with the Investment Committee
and gave “a less-than-clear explanation of why he did not move bond money into equities as he
had promised.”

132. Because the portfolio had significantly declined in value, both in absolute value

and in comparison with other similar endowments, and because the disclosed fees had increased
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by 300%, the Church decided to request more involvement in the management and supervision
of the portfolio.

133.  On September 28, 2009, the Christ Church Investment Committee and its
consultant requested input and some control in the selection of investments in reaching the
Church’s objectives. (Ex. D.)

134. On December 3, 2009, JPMorgan rejected Christ Church’s request and advised
the Investment Committee that JPMorgan had full authority over the investment management of
the Christ Church Trusts and that Christ Church’s Investment Committee had no fiduciary
responsibility over the trust accounts. Accordingly, JPMorgan advised it would not take
recommendations from the Investment Committee. (Ex. E.)

135.  Inits letter, JPMorgan further stated: “Christ Church benefits from working with
JPMorgan as a leading asset manager with over one trillion dollars in client assets under
management.”  According to JPMorgan, its goal was “to select managers we expect to
outperform over a market cycle, ensure managers are appropriately positioned in client portfolios
and direct flows to our highest conviction managers.”

136.  JPMorgan did not select the best managers at the best cost. Instead, JPMorgan
used Church funds to buy its own proprietary products or to buy products from third-parties who
would kick back revenues to JPMorgan for placing clients in their financial products.

137. By the end of 2009, JPMorgan had used Church funds to invest in fifty-two (52)
separate investment vehicles, the majority of which were JPMorgan proprietary or related funds.
At this time, 75% of Church assets were invested in JPMorgan proprietary products.

The Purchase of Additional Hedge Funds

138.  In 2010, JPMorgan as trustee continued to: (a) make unilateral investment

decisions as to which products to purchase for the Church portfolio; (b) buy from itself new
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high-cost, high-risk fund products; and, (¢) unilaterally increase its disclosed and undisclosed
fees.

139.  In 2010, JPMorgan purchased from itself two additional hedge funds created by
JPMorgan.

140. In May 2010, JPMorgan as trustee purchased from itself $1.5 million in shares of
“Och-Ziff OZO Private Investors Offshore Ltd” (“JPM Och-Ziff Feeder Fund”), a Cayman
Island company created by JPMorgan in 2008 and administered by J.P. Morgan Private
Investments, Inc., a Delaware corporation and wholly-owned subsidiary of JPMorgan.

141.  The JPM Och-Ziff Feeder Fund then purportedly invested “substantially” all of its
assets in OZ Overseas Fund II, Ltd. (“OZ II”), a Cayman Islands exempted company, and OZ
Overseas Intermediate Fund II, L.P., (the “OZ Offshore Intermediate Fund”), a Cayman Islands
limited partnership. OZ Management LP, a Delaware limited partnership, was the investment
manager of OZ II, the OZ Offshore Intermediate Fund and OZ Master Fund, Ltd. (“OZ Master
Fund”), another Cayman Islands exempted company. There are multiple other entities, all of
which would receive revenues included OZ Advisors II LP, OZ Administrative GP LLC, and OZ
Investment Manager.

142.  According to the prospectuses, “certain select clients of J.P. Morgan are being
offered the opportunity to invest in the Offshore Feeder, and thereby to participate in the
Offshore Feeder’s investment in OZ I1.”

143.  There was no presentation to Christ Church about this complicated investment,
why the Church was selected for the “opportunity” to invest in the JPMorgan Och-Ziff Feeder

Fund, nor did JPMorgan provide the Church with the prospectuses, term sheets, subscription
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agreements, and an explanation relating to the multiple layers of fees and expenses and their
monetary amounts.

144.  The JPMorgan Och-Ziff Feeder Fund prospectus listed multiple risks including
the lack of operating history upon which investors can evaluate the likely performance of the
Offshore Feeder, the absence of regulatory oversight, the existence of multiple conflicts of
interests that JPMorgan and the funds have with investors, the limited liquidity of the investment,
and that an investor may lose all or part of its investment.

145. It is clear that multiple JPMorgan entities were receiving revenues off of this
investment including:

a. JP Morgan Clearing Corp. as a primary broker of the underlying funds
providing clearing, settlement and custodial facilities and services;

b. JPM Chase Bank, for receiving subscriptions, disbursing redemptions,
payments and processing;

c. JPMorgan Securities, Inc. and its private banking affiliates based upon a
distribution and cooperation agreement with the underlying funds whereby
JPMorgan would receive up to 50% of the management fees and 20% of
the incentive fees attributable to the shares of any investment introduced
by JPMorgan; and,

d. JPMorgan Private Investments, Inc., for administration of all of the
offshore feeders.

146.  The JPMorgan Blackstone Offshore Feeder expenses that investors would be
required to pay included a wide range of categories including organization and offering
expenses, all expenses incurred in making investments, ongoing business operations, including
legal, administrative, accounting, tax, audit, government charges and insurance expenses,
custodial fees, interest, payments to JPMP and affiliates, borrowing expenses, and extraordinary

expenses including litigation and indemnification expenses.
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147.  According to the prospectus, “The rate of return of an investor in the [JPMorgan
created Och-Ziff] Offshore Feeder will be less than the rate of return realized by a direct investor
in OZ II due to these expenses.”

148.  Those are just JPMorgan fees and expenses. Investors, such as Christ Church,
were also subjected to paying the underlying Och-Ziff funds’ fees, commissions, and expenses as
well.

Additional Hedge Fund Purchases

149.  Throughout 2011, JPMorgan purchased from itself with Trust funds, six
additional offshore hedge funds created by JPMorgan including Avenue International, LTD
(Cayman Islands); Chilton Global Natural Resources International II (British Virgin Islands);
Goldentree Offshore Fund II, LTC (Cayman Islands); Perry Investors Offshore LTD (Cayman
Islands); Standard Pacific Capital Offshore Fund, LTD (British Virgin Islands); and Third Point
Offshore Fund, LTD, (Dublin, Ireland and Cayman Islands).

150.  All of these JPMorgan offshore feeder funds were created by JPMorgan, had no
history of performance, and were subject to the same massive risks and expenses as previously
described for the Blackstone and Och-Ziff feeder hedge funds created by JPMorgan.

151.  JPMorgan received sizeable revenues from these hedge funds. Every one of these
hedge funds were subjected to multiple fee and costs payments. For example, in 2011,
JPMorgan used $600,000 of Church Trust funds to purchase from itself shares in Chilton Global
Natural Resources International II, a hedge fund, which resulted in a subsequent sizeable loss to
the Church of $200,924. Unlike the Church, JPMorgan profited handsomely. According to the
prospectus, JPMorgan was one of the Funds prime brokers, received management, incentive and

placement fees, provided clearing and settlement facilities and custodial services for a fee.
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Christ Church’s Request to JPMorgan for Disclosure of All Revenues
Relating to the Trusts

152. In 2011, the Church began to question JPMorgan directly about its total revenues
from all of the investment products in the Trusts portfolio including all revenues received by any
JPMorgan entity.

153.  During 2011, the Church asked JPMorgan for the actual amounts of fees, costs,
expenses, and other income received by JPMorgan and its affiliates and subsidiaries as well as
revenues received from third parties placed on JPMorgan’s platform of approved financial
products.

154.  JPMorgan as trustee never disclosed the total amount of revenues it received from
all sources based upon its use of Church funds. Instead, JPMorgan provided carefully worded
explanations relating to only a portion of the fees and costs received by JPMorgan Private Bank
alone, avoiding the questions posed to it by the Church. The limited explanations of fees to the
Church included complicated, inconsistent, and inaccurate descriptions of fees in general terms.

The Purchase of Private Equity Funds

155. In 2012, JPMorgan as trustee committed $1 million dollars in two high-risk, high-
cost, illiquid private equity conduit funds created by JPMorgan obligating the continuing
investment of Church funds in these financial products until at least 2023.

156. A private equity fund is an investment consisting of equity securities and debt in
operating companies that are not publicly traded on a stock exchange.

157.  Private equity funds can lead to potential abuses because they are so opaque.
Managers have broad discretion which also means that investors have a hard time knowing what

the managers are doing.
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158.  According to the SEC, private-equity firms have created bogus service providers
to boost fees they charge to portfolio companies and investors. More than half of about 400
private-equity firms examined by SEC staff were found to have inflated fees and expenses
charged to companies in which they hold stakes.

159. On January 23, 2012, JPMorgan committed $500,000 of Christ Church funds in
SOF IX Private Investors Offshore, LLP (“SOF Offshore Conduit”), a partnership created by
JPMorgan and administered by J.P. Morgan Private Investments, Inc. That JPMorgan SOF
Offshore Conduit in turn invested in Starwood SOF IX Private Investors LP (“Starwood”).

160.  Sixteen days later, on February 8, 2012, JPMorgan committed an additional
$500,000 in KKR NA Private Investors Offshore, L.P. (“KKR Offshore Fund”), a limited
partnership created by JPMorgan to invest in KKR North America Fund XI, Private Investors,

LLC (“KKR North America”).

Robo-Signing of Subscription Agreements

161. JPMorgan notified the Church about its purchase of the two private equity
investments in a form “welcome” letter.

162.  For example, on March 8, 2012, JPMorgan, sent a letter to the Church, welcoming
Christ Church as an investor in KKR NA XI Private Investors Offshore, L.P., a JPMorgan
conduit fund administered by JPMorgan Private Investments Inc., which in turn invested in KKR
North America Fund XI L.P.

163.  Enclosed was the signature page of the Subscription Agreement binding Christ
Church. (Ex. F) The full subscription agreement was not attached.

164. The KKR signature page to the subscription agreement was not signed by the

Church — it was not even signed by a person. The signature was a computer-generated robo-
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signature bearing no resemblance to any name. Underneath the robo-signature was the printed
name of Matthew Crenshaw, Portfolio Manager.

165.  On the last page of this subscription agreement, Mr. Crenshaw, on behalf of the
Church, advised KKR that the Church Trusts had read and understood the conduit subscription
and agreements and the Church recognized that it was contractually bound to the $500,000
capital commitment, as well as additional and separate payments for a variety of substantial fees,
costs, and expenses, including fees to be received by JPMorgan.

166.  The full subscription agreement, which was not provided to the Church, contained
substantial information and disclosures that JPMorgan was required to provide to investors
ensuring that they were fully informed of all conflicts, risks, and costs, including a litany of past
regulatory settlements involving JPMorgan. The Church did not receive, review, or execute the
agreement.

167. By executing the subscription agreement on behalf of the Church Trusts,
JPMorgan represented to the private equity managers that it had reviewed the underlying trust
agreements and the Church Trust was a suitable investor authorized to invest in a private equity
offshore fund.

168. There is no evidence that JPMorgan determined that KKR North America and
Starwood private equity funds comported with the terms of the Will, Indiana law, and the 1999
court order. Nor could JPMorgan make such a statement. They do not comport with the 1999
order, or Indiana Law.

169. The offering memoranda for both the underlying Starwood and KKR private
equity investments and the JPMorgan offshore conduits, describe the dangers of investing in

these funds since they:

33



a. involve a high degree of risk and should only be made with discretionary
capital set aside strictly for speculative purposes;

b. could result in the loss of all or a substantial portion of the investor’s
investment;
c. are illiquid and require a long-term commitment, with no certainty of

return, no market for the sale of the interests, and investors cannot
withdraw their capital would tie up Church funds for over a decade;

d. are not regulated or approved by any regulatory agency;

e. are subject to substantial management fees and carried interest on realized
profits which will lower the investor’s return; and,

f. there are multiple conflicts of interest between the funds adverse to
investors, including Christ Church.

170. The Church Trusts are invested in the JPMorgan conduit, not the KKR fund.
Worse still, the underlying KKR fund has warned that it does not owe fiduciary duties to its
investors.

171.  The KKR North America Limited Partnership Agreement contained provisions
that reduce or eliminate the duties of the Fund’s General Partner, including fiduciary duties, to
the Fund and its investors and provisions which limit the remedies of the investors in the Fund
with respect to breach of such duties. In other words, JPMorgan as trustee invested Church Trust
Funds with a private equity manager that prominently warned potential investors that they owed
no fiduciary duties to anyone.

172, The Church did not, and would not have, executed the KKR Agreement.

173.  Despite the fact that JPMorgan is no longer trustee, it continues to receive fees
relating to these two private equity offshore feeders.

174. By committing $1 million to the two investment funds created by JPMorgan,
JPMorgan also agreed that Church funds would be required to pay annual management fees and

expenses to JPMorgan.
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175.  On March 12, 2014, JPMorgan Private Investments Inc., as administrators for
KKR Offshore Feeder Fund which it created, required Christ Church to fund a capital call
totaling $6,559.00 to pay six months of management fees and fund expenses to the JPMorgan
created conduit.

176.  The successor trustee for the Church is unable to liquidate these private equity
investments and to sever ties to JPMorgan, stuck with an investment in cannot sell, for which it
must pay ongoing fees, and which it does not really own.

177.  Christ Church is required to rely upon JPMorgan’s estimate of the value of these
funds. There is no independent way to verify if the “estimated value” of Starwood or KKR is
accurate. All information relating to both funds are non-public. There is no market value that
can be assigned to it.

178.  The Church Trusts cannot deal with KKR or Starwood directly. The Trusts do
not own an interest in KKR or Starwood. The Church’s investment is in the J PMorgan conduits.
Thus, under the subscription agreement, which JPMorgan signed on behalf of the Church, the
Church will be required to pay JPMorgan annual fees until at least 2023.

JPMorgan’s Intentional Concealment of Information from Christ Church

179.  Unbeknownst to Christ Church, JPMorgan was actively concealing material
information from the Church which would explain the dismal performance of the portfolio, the
reasons Church funds were invested in high-risk, high-cost, opaque investment products, and the
exorbitant fees that JPMorgan was actually receiving for its “management” of the Church
accounts.

180. JPMorgan had a plan to substantially increase its revenues by manufacturing

complex, opaque investment products which it would push off to its clients.
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181.  Unlike JPMorgan, many banking institutions have deemphasized or jettisoned in-
house mutual fund families and proprietary products altogether over concerns of wrongful sales
practices. By contrast, JPMorgan’s assets under management and the number of its proprietary
funds and products have grown at a rapid place. In fact, in 2013 its asset management group
generated $11.3 billion in revenue.

182.  Historically private banks and other asset managers relied upon the “closed
architecture” platforms they built when picking investments for their clients. That is, they
allocated client assets exclusively to their own proprietary products without regard to whether a
third party offered greater demonstrated expertise or lower cost. Such closed architecture
involves a blatant potential conflict of interest and breach of fiduciary duty. Directing client
assets to proprietary products provides the investment adviser with an obvious economic
advantage, and often results in sub-optimal investment performance and excessive fees to the
client.

183.  Accordingly, many banks and wealth managers have instead built “open
architecture” platforms that offer a wide range of investment products run by outside managers.
Others offer no internal products and offer the purest form of open architecture. A true open
architecture program — where the best managers are selected to manage client assets — can
severely impact a bank’s asset management revenues since the bank’s proprietary products will
not be selected.

184.  While JPMorgan claims to offer open architecture, the process by which
JPMorgan manages discretionary investment portfolios for clients is, in reality, substantially
closed in that proprietary products are heavily preferred. JPMorgan internally refers to its

process as “guided architecture.”
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185.  The JPMorgan “guided architecture” process, giving preference to JPMorgan
proprietary products, violates the fiduciary duty the firm owes to its investment advisory clients.

186.  Many of the JPMorgan proprietary products that were pushed upon clients were in
fact toxic, i.e. structured in a manner that would ensure that J PMorgan and its subsidiaries would
receive substantial fees, oftentimes receiving more in fees than its clients, including Christ
Church, received in returns from the investment.

187.  JPMorgan, painfully aware of diminishing traditional bank revenues (including
interest and mortgage fees), as a corporate strategy, turned to the sale of proprietary products,
particularly alternatives, to improve its financial statements.

188.  In 2006, JPMorgan advised its shareholders that one of its major accomplishments
was its growth of alternative assets under management by 35% to $100 billion.

189. In 2007, JPMorgan advised that its Asset Management business group had a
record 40% increase in profits largely due from the commissions and fees generated by the sale
of JPMorgan investment products.

190. The Asset Management Group, which includes Private Wealth Management,
reported other record revenues every year thereafter, based in large part on the sale of private
equity, hedge funds, and alternative funds.

191.  In order to achieve these record returns, JPMorgan had a plan in place to
encourage its employees to steer customers to the high income producing products manufactured
and created by JPMorgan.

192. JPMorgan pressured its “investment advisors” to sell unsuitable investments to
clients including Christ Church because of the high fees, commissions, and other benefits that the

bank would receive from the transactions.
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193.  Periodically, each investment advisor would be provided an asset allocation per
client. These asset allocations were determined by unknown individuals in Columbus, Ohio and
New York — not any of the JPMorgan employees that worked directly with the Church’s
Investment Committee.

194.  Once the asset allocation for the Church had been determined, the investment
advisor would then be able to select from a very limited number of investment products to meet
that asset allocation.

195.  These investment products often had higher fees than other products on the
market and were usually proprietary in nature.

196.  In addition to the asset allocation instruction that JPMorgan investments advisors
utilized, JPMorgan would also periodically provide its investment advisors with a “scorecard”
that provided sales goals and targets.

197.  The scorecard gave greater emphasis to investments products that had higher fees,
such as structured notes, hedge funds, or private investments.

198.  JPMorgan investment advisors received higher commissions, bonuses, and other
salary incentives based upon their ability to sell the products emphasized on the scorecards.

199.  JPMorgan also provided additional compensation to investment advisors if they
were able to increase profitability within the regional private wealth management groups.
Profitability was increased, in part, by selling investment products with higher internal fees.

200.  Christ Church was never privy to the periodic asset allocations, scorecards, or
compensation formulas used to pay the “investment advisors” responsible for their Church Trust

account.
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The Church’s Return on Structured Notes

201.  Between 2007 and 2013, JPMorgan purchased $16.5 million from itself using
Church funds in 88 different high cost, high risk, low-return, structured notes sold by its
affiliates.

202. It is impossible for the Church to determine if it even received the correct returns
due on each structured note. There is very little public information available to verify the value
of each extraordinary complex structured note, what the indexes were on the date of redemption
or whether the redemption value was calculated correctly.

203.  Further, JPMorgan concealed the amount JPMorgan paid for the note, and the
method and rate of fees charged and received by the issuer and JPMorgan and its affiliates.

204.  JPMorgan never advised Christ Church of its receipt of retrocessions or kickbacks
in connection with the notes.

205.  Ultimately, after over six years of JPMorgan’s investment of Trust funds in these
high-cost, high-risk structured notes, the Church received a total return of about 9.34%, which
equated to an annualized return of only 1.44%. It is estimated that JPMorgan and the Issuers
may have received as much as 11% in fees, exponentially more than the 1.44% annualized return
the Church received even though the Church, not JPMorgan, bore all of the risks of the
investment.

Other Proprietary Products

206.  Besides structured notes, hedge funds, and private equity investments, JPMorgan
as trustee placed Church funds in multiple other JPMorgan proprietary funds as well, many of

these funds were toxic and doomed to failure.
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JPMorgan Intrepid International, Asia, Equity, and India Funds

207. Between May 2007 and March 2010, JPMorgan made multiple purchases of the
JPMorgan Intrepid International Fund (“Intrepid”), ultimately resulting in a loss of $230,000.

208. The loss is not surprising when the details of the fund are known. There are
multiple subsidiaries receiving fees including advisor JPMorgan Investment Management, Inc.
(as investment advisor), JPMorgan Funds Management Inc. (the administrator), JPMorgan
Distribution Services (Distributor), and other JPMorgan entities.

209. Intrepid paid multiple fees and expenses including annual operating costs, and
transaction costs and commissions when it bought or sold securities (or turned over its portfolio
resulting in in higher expenses). According to one report the Fund experienced a portfolio
turnover rate of 79% in one year alone.

210.  Further, Intrepid provided cash payments to financial intermediaries, including
JPMorgan affiliates, whose customers invest in the JPMorgan fund that provide shareholder, sub-
transfer agency, marketing support and other services which can be an expense reimbursement.

211.  JPMorgan also paid finder’s fees which provided an incentive to favor the sales of
Intrepid shares over investment options they can make available to their customers.

212. From 2007 through 2012, JPMorgan used Church Trust funds to purchase from
itself $1.698 million in the JPMorgan Asia Equity Fund. After three years of placing these
Church Trusts funds at risk, the Trusts suffered a loss of $522,379. This fund was dissolved in
July 2012.

213.  In 2007, JPMorgan purchased from itself $50,000 in the JPMorgan India Fund
which lost $28,900, a fund that was dissolved as well in 2012.

214. While the Church lost $781,000 from these three JPMorgan Funds, JPMorgan

profited.
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JPMorgan’s Purchase of Highbridge Capital Management
215. In 2008, the JPMorgan began investing Church funds in new JPMorgan

proprietary funds offered by Highbridge Capital Management, LLC (“Highbridge”), a hedge
fund company acquired by JPMorgan for a reported $1 billion.

216.  Securities firms, including JPMorgan, were not content merely to profit from
serving hedge fund clients. Instead, they want to generate lucrative hedge-fund fees for
themselves — including a 2% annual management fee plus 20% of the profits generated.

217.  The first major securities firm to buy a hedge fund was JPMorgan Chase, which
acquired Highbridge Capital Management, for an estimated $1 billion. The acquisition of
Highbridge began in 2004 when JPMorgan acquired a majority interest in the company. The
acquisition was completed in 2009.

218. Following JPMorgan’s acquisition, Highbridge’s investment performance
significantly deteriorated. =~ The decline in performance caused the firm’s assets under
management to plummet.

219. Where it had investment discretion, JPMorgan steered clients such as Christ
Church into the Highbridge funds despite the fund’s dismal performance. As external investors
fled the funds, the percentage of assets in Highbridge funds held by JPMorgan fiduciary accounts
skyrocketed. Without JPMorgan’s guiding their clients to invest in Highbridge, the value of the
Highbridge organization would have nearly collapsed.

220. JPMorgan invested $1.844 million of Church Trust funds in JPMorgan
Highbridge Statistical Market Neutral Fund and JPMorgan Highbridge Dynamic Commodities

Fund (“Highbridge Market Neutral Fund” and “Highbridge Commodities Fund”).
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22]1. Between July 2008 and November 2010, JPMorgan purchased from itself over
$1.28 million of Church funds in Highbridge Market Neutral Fund. After tying up these Church
Trust funds for 2 Y% years, the Church lost $34,492 on that investment.

222. Between May 2010 and April 2013, JPMorgan purchased from itself $559,125 of
shares in the Highbridge Commodities Fund. After typing up those funds for three years, the
Church lost $59,814.83.

223.  The only one profiting from these two Highbridge investments was JPMorgan.

Canton, Illinois

224. JPMorgan’s knowing and intentional violation of its breach of trust is
corroborated by its similar treatment of other Trusts in the United States. The Highbridge funds
were not a disaster simply for Christ Church. In fact, JPMorgan engaged in a pattern and
practice to harm many other Trust accounts and force upon them unsuitable investments in order
to generate revenues and other benefits to itself.

225.  Canton, Illinois is a small town with a population of a little over 14,000 as of the
2000 Census. The Parlin-Ingersoll Public Library (“the Canton Library”), multiple churches, the
Canton high school, the Canton hospital, and other community organizations rely upon the
income from two trusts — the Charles D. Ingersoll Trust (the “Charles Trust””) and the William P.
Ingersoll Trusts (the “William Trust”), both established in the 1940’s.

226. In 2004, just like Christ Church, the Canton Trust beneficiaries inherited
JPMorgan as a trustee when it merged with Bank One.

227. With respect to the Charles Trust, its 2007 value totaled $27.23 million. But
under JPMorgan’s trust “management”, by 2013, the value of the trust had decreased by $2.3

million to $24.9 million.
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228.  On October 18, 2013, the Canton Library sent a letter to JPMorgan Private
Wealth Management regarding their concerns about investments made in the management of the
Charles Trust including JPMorgan’s purchase from itself of multiple structured notes, hedge
funds, and other proprietary financial products. (Ex. G).

229. The Canton Library pointed out that JPMorgan had not kept track with other
recognized indexes and had dramatically changed allocation formulas, by reducing equities and
replacing them with high-cost alternatives. As the Canton Library further noted JPMorgan
“gained just $120,600 in three years and three months.”

230. The Canton Library specifically questioned JPMorgan’s investment of $750,000
in JPMorgan Highbridge Dynamic Commodities Strategic Fund since the fund was “apparently
launched in 2010.” As the Canton Library noted, the Highbridge Commodities Fund had no
history of management or performance, had the lowest Morningstar rating, and had been sold at
a loss of over $254,000.

231. On October 29, 2013, JPMorgan responded to the Library advising that it had
“crafted investment guidelines specifically designed for the challenges facing foundations.” (Ex.
H.)

232.  With respect to the Highbridge loss of $254,000, JPMorgan made no apologies.
Instead it stated:

Let me also briefly address Highbridge. Highbridge was a high-conviction

manager when we established the position in the Dynamic Commodities Strategic

Fund (HDCSX). The underlying commodity mix was more heavily weighted

toward agriculture, which unfortunately did not work out well. We removed the

manager from our client portfolios in March 2013, replacing it with Pimco
Commodity Plus (PCPLX), which has a better underlying asset exposure.

233. It is feared that the William Trust has been mismanaged as well. That trust was

set up as a blind trust. None of the beneficiaries receive any financial reports about the value of
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the trusts or the specific financial products that are in the William Trusts — all they know is that
the distributions they receive are smaller, and not growing.

LEGAL CLAIMS

Count I
Constructive Fraud

234.  The allegations contained in paragraphs 1 through 233 of this Complaint are
incorporated herein by reference.

235.  As Trustee of the Christ Church Trusts, JPMorgan owed a legal duty to Christ
Church.

236. JPMorgan violated that duty by making deceptive material misrepresentations of
past or existing facts and failing to disclose material information that it had a duty to disclose.

237.  Some of JPMorgan’s false statements to Christ Church include:

(a) Advising Christ Church that was acting in the best interests of Christ
Church, when in truth and in fact, it was acting in the best interests of
JPMorgan,;

(b) Advising the Church that it had a dedicated team of fiduciaries and
analysts who carefully reviewed every investment in order to minimize
risk prior to using the Church Funds when in truth and in fact, the risk
associated with the multiple hedge funds, structured notes, private equity
investments, and proprietary products were astronomical and many were
toxic — with so many built in fees and expenses which would ensure that
JPMorgan would make almost as much or more than the Church even
though the Church bore all of the risk of the investments;

(©) Advising the Church that it was selecting the best products available to the
Church, when in truth and in fact, there were multiple other investment
products far superior to, with less expenses, and a long history of
producing returns than the newly created investment products
manufactured by JPMorgan;

(d) Falsely disclosing the method and nature of compensation in regards to
the fees, expenses, costs and other remuneration received by JPMorgan
and its subsidiaries, affiliates, and third parties in connection with the
Christ Church Trusts; and,
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(e) Robo-signing subscription agreements falsely claiming that the Trusts
were fully aware of the substantial risks, high costs, and inherent conflicts
in the financial products.

238. Some of JPMorgan’s material omissions of fact concealed from the Church
include:

(a) JPMorgan has a guided architecture platform ensuring that its products
were being selected to the detriment of the Church;

(b) employees were encouraged and bonuses were paid in part for the sale of
proprietary products;

(c) many of JPMorgan’s investment products were toxic and doomed to
failure;

(d) there were multiple undisclosed fees and expenses;
(e) there were substantial revenues, retrocessions, and revenue sharing
agreements received by JPMorgan by third parties in exchange for selling

their products to JPMorgan clients; and,

® JPMorgan employees did not carry out an agreement to purchase equities,
causing a loss of $1 million to the Church and then affirmatively
concealing the wrongful behavior from the Church.

239.  Christ Church justifiably relied upon, and in fact was forced to rely solely upon,
JPMorgan to disclose material and truthful information and prudently manage the Trusts.

240.  Christ Church was injured as the proximate result of JPMorgan’s deceptive
practices and actions.

241.  JPMorgan gained an advantage at the expense of Christ Church.

Count I1
Breach of Trust

242.  The allegations contained in paragraphs 1 through 241 of this Complaint are

incorporated herein by reference.
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243.  From July 2004 through December 24, 2013, JPMorgan was the trustee
responsible for prudently and ethically managing the Christ Church Trusts for the benefit of
Christ Church.

244.  As aresult of the trustee/beneficiary relationship, J PMorgan owed a duty to Christ
Church to manage the Trusts consistent with the terms of the Will, federal and state laws, and the
1999 Marion County Probate Order.

245. JPMorgan did not manage the Christ Church Trusts for the sole benefit of the
beneficiary, Christ Church, in violation of its trust and fiduciary duties and the 1999 Order. To
the contrary, its management has been in the best interests of J PMorgan and at the expense of the
Church.

246. No one at JPMorgan served as an ombudsman protecting Christ Church.

247.  JPMorgan has breached that trust by failing to:

a. preserve trust property;

b. make the trust property productive for the beneficiary;

c. maintain clear and accurate accounts with respect to the trust;

d. keep beneficiaries reasonably informed about the administration of the
trust and of material facts necessary for the beneficiaries to protect their
interests;

e. otherwise manage the trust as would a prudent investor; and,

f. disclose the method and rate of compensation for all fees received at the
expense of the Church.

248.  JPMorgan has injured Christ Church.
249.  Christ Church seeks recovery of:

a. Any loss of depreciation in the value of the trust property as a result of the
breaches;

b. Any profit made by the trustee through the breaches;
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C. Any reasonable profit which would have accrued on the trust property in
the absence of a breach; and,

d. Reasonable attorney fees incurred by the beneficiary in bringing an action
on the breach.

250.  The Christ Church Trusts portfolio managed by JPMorgan was over-diversified,
not transparent, and improperly invested in high-cost, high-risk, illiquid, unsuitable, financial
products, including investment products benefitting JPMorgan, not Christ Church.

251.  JPMorgan has engaged in self-dealing and there are multiple conflicts of interest
with its selection of JPMorgan products or agreements with third-parties to sell investment
products.

252.  There was no institutional oversight to ensure that the Church Trusts were
managed in accordance with the high fiduciary standards and obligations that J PMorgan owed to
Christ Church.

253.  Furthermore, JPMorgan acted willfully, wantonly, and with malice, or in reckless
disregard of its duties. Therefore, Christ Church seeks punitive damages.

Count 111
Violation of Indiana State Securities Law

254. The allegations contained in paragraphs 1 through 253 contained in this
Complaint are incorporated herein by reference.

255.  JPMorgan is and was a person involved in the offer, sale, or purchase of
securities.

256. In connection with the offer, sale, or purchase of securities in the Christ Church
Trusts, JPMorgan: (a) employed a device, scheme, or artifice to defraud Christ Church; (b) made
untrue statements of a material fact to Christ Church; (c) omitted to state material facts to Christ

Church necessary in order to make the statement made, in light of the circumstances under which
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it was made, not misleading; and, (d) engaged in an act, practice, or course of business that
operated as a fraud or deceit upon Christ Church.

257.  JPMorgan did in fact employ a scheme and artifice to defraud Christ Church and
transfer wealth from Christ Church to JPMorgan through the use of toxic, unsuitable investments
that were doomed to fail, all in order to generate substantial income to JPMorgan.

258.  JPMorgan has demonstrated a pattern and practice of placing its financial interests
before others.

259. JPMorgan orchestrated a plan to ensure that its revenues in asset management
would dramatically increase in order to compensate for its loss of income in traditional banking
activities.

260. As previously described, JPMorgan made multiple false statements to and
concealed material information from Christ Church in connection with the offer, sale, and
purchase of securities in the Christ Church account.

261. JPMorgan has engaged in a course of business that operated to defraud or deceive
Trust clients and beneficiaries including Christ Church. This course of business included
JPMorgan’s concealed “guided architecture” platform, the multiple hidden, embedded fees, its
development of toxic investments that were failed to doom to the detriment of the Trusts, and its
acceptance of revenues from third-parties to push their products.

262.  Asaresult of JPMorgan’s actions, Christ Church has been damaged.

Count IV
SEC Rule 10b-5 Violations

263. The allegations contained in paragraphs 1 through 262 contained in this

Complaint are incorporated herein by reference.
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264. Pursuant to authority granted under §10(b) of the Securities Exchange Act of
1934, the U.S. Securities & Exchange Commission (“SEC”) promulgated Rule 10b-5, codified at
17 C.F.R. 240.10b-5. The rule prohibits any act or omission resulting in fraud or deceit in
connection with the purchase or sale of any security.

265. JPMorgan directly and indirectly, employed a device, scheme, or artifice to
defraud Christ Church.

266.  Christ Church and the Christ Church Trusts are persons as defined by law.

267. The purchase and sales of JPMorgan proprietary and affiliated products were
affected by means and instrumentality of interstate commerce including the mails, wires, and
national securities exchanges.

268. JPMorgan’s knowing misstatements and omissions of fact were in connection
with the purchase or sale of a securities on behalf of the Church Trusts.

269.  Christ Church relied upon JPMorgan to disclose all truthful, relevant, material,
and complete information to the Church regarding the investments purchased by JPMorgan for
the Church Trusts accounts.

270.  Christ Church’s reliance upon JPMorgan caused injury to Christ Church.

Count V
Breach of Fiduciary Duty

271.  The allegations contained in paragraphs 1 through 270 contained in this
Complaint are incorporated herein by reference.

272.  JPMorgan owed fiduciary duties to Christ Church.

273.  As described above, JPMorgan breached its fiduciary duty to Christ Church by
acting in its own interest rather than the Church’s.

274.  Asaresult of its breach of fiduciary duties, J PMorgan has harmed Christ Church.
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RELIEF REQUESTED

WHEREFORE, Christ Church respectfully requests this Court to order JPMorgan Chase
Bank, N.A. to pay to Christ Church to all compensatory, punitive, and statutory damages allowed
by law; interest, reasonable attorney fees and costs, and any other relief that the Court deems
appropriate.

Respectfully submitted,

~ONS

L. Pence, Atty No. 13198-49
David J. Hensel, Atty No.: 15455-49
Julie Smith, Atty No. 27351-71
PENCE HENSEL LLC
135 N. Pennsylvania Street, Suite 1600
Indianapolis, IN 46204
Telephone: (317) 833-1111
Facsimile: (317) 833-1199

Attorneys for Petitioner
Christ Church Cathedral
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LAST WILL AND TESTAMENT OF ELI LILLY

I, ELI LILLY, of Marion County, Indiana, being of
sound and disposing mind and memory, do hereby make, publish,
and declare this to be my last will and testament, revoking

all former wills and codicils by me at any time made.

ITEM T

I direcg that as soon as the same can be paid in the
due course of administration of my estate all just debts which
are legally enforceable against me at the time of my death, the
expenses of my last illness, and of my funeral and burial in
my lot in Crown Hill Cemetery, in Indianapolis, and all expenses
of administration of my estate shall be paid out of the portion
of my estate remaining after provision for the performance of
ITEMS IIXI through VIII of this will, such portion being herein-
after designated "Remaining Estate."

Notwithstanding the provisions of Chapter 175 of the
Acts of the Indiana General Assembly of 1969, all inheritance,
transfer and succession taxes, state and federal, which may be
imposed upon my property and estate or upon any bequest or
interest hgreunder, or on any other préperty or proceeds of
policies of insurance on ny life, whether or not a part of my
probate estate, that are taxable by reason of my death, shall
be paid by my personal representative out of my Remaining
Estate and no charge for such taxes shall be made against, and
no reimbursement shall be sought from, any bequest or devise
under ITEMS III through VIII of this will, the recipient of any
property or interest in property not included in my probate

estate, or any beneficiary under said ITEMS III through VIII of

this will.
ng?éi_ '

f-- P

EXHIBIT A /

a~#¢n%;s«;ﬁkmzaugﬂﬁ;ﬁﬂﬁ?&ﬁﬁ%ﬁk&?ﬁ?&d?ﬁ&HEN%ithwﬂr < i,

R i it S T M R A

EXHIBIT

A




N

- ITEM IX
My daughter ;and only child, EVELYN, died on April 5,
1970. Prior to her death she and her husband, Herbert Barr
Lutz, legally adopted an infant child and named her Sarah L.
Lutz.
I have deliberately made no provision in this will

either for Sarah‘or Herbert for the reason that each is

. generously provided for financially from other sources of which

I have knowledge.

ITEM III

I give, bequeath, and devisge my summer residence on

.Lake Wawasee and the following described real estate located

in Kosciusko County, Indiana, to-wit:

Lots 35,36,37,38,39 +40,41,42,43,48,49,50, 51,52,53

and 54 in Ell Lllly s Second Plat of Wawasee, IYlng

in section 1, Township 34 Noxth, Range 7 East,
together with the adjoining vacated roadway, all structures and
buildings located on the above described real estate, and all
of the household furnishings and equipment, and other tangible
personal property located in and about said residence,
struétpres, and buildings, to such of the following children of
my nephew, JOSIAH K. LILLY III, as shall be living at the time
of my death - namely: TIRENE KATHERINE LILLY McCUTCHEN, RUTH
VIRGINIA LILLY NICHOLAS, ELI LILLY II, GEORGE CHRISTIAN LILLY,
JOSIAH K. LILLY IV, and KATE B. LILLY.

ITEM -IV
I give and bequeath all of the family portraits,
family photographs, and family and personal papers belonging

to me, to the LILLY ARCHIVES now contained in the Lilly Center
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at Eli Lilly and Company, Indianapolis, Indiana. _

I have heretofore given to the Trustees of Indiana
University my residence property at 5807 Sunset Lane, in the
Town of Crows Nest, Indiana, reserving unto myself and my wife,
nNow deceased, life estates in such property. I now give and
bequeatﬁ all of the household furnishings and equipment located
in and about said residence, together with all automobiles,
personal effects, and all other tangible personal property,
wherever located, except the ﬁangible personal property
contained in my summer residence at Lake Wawasee, to the
TRUSTEES OF INDIANA UNIVERSITY. The final decision as to the
Proper division of the Property bequeathed under this ITEM IV
between the LILLY ARCHIVES and the TRUSTEES OF INDIANA
UNIVERSITY shall be made by my Executor.

ITEM V

I give and bequeath to DR. RICHARD E. ALT, of
Beverly, Massachusetts, if he survives me, and to HOWARD H.
PECKHAM, of Ann Arbor, Michigan, if he suxvives me, each the
sum of ONE HUNDRED THOUSAND DOLLARS ($100,000) payable, at the
option.of my Executor, in cash or in shares of common stock
of Eli Lilly and Company, or partly in cash and partly in
stock. In the event my Executor elecfs to satisfy any portion
or all of these bequests by payment in shares of Lilly stock,
the value to be assigned such shares shall be that which is
finally determined in the federal estate tax return for my
estate, .

In the event either DR. RICHARD E. ALT or HOWARD H.
PECKHAM does not survive me the bequest herein provided for

such deceased person shall be paid to his heirs-at-law to be
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determined as éhough he had died, intestate and a resident of
the state of his domicile, at the time of my death.

These bequests shall be paid or satisfied as soon
after my death as is convenient for ‘my Executor, but such
bequests shall not bear interest or include any dividends

payable prior to the transfer of any shares of stock 1n

satisfaction thereof.

ITEM VI . )

For a number of years I have been helping certain
relatives and friends of mine by making periodic gifts of cash
to them. I have done this in order to help maintain these
Persons on account of their age, health or shrinkage in value
of their fixed incomes and I consider it necessary that such
gifts continue for so long as they shall live.

To ensure that such financial assistance will continue
uninterrupted after my death, I give and bequeath to MERCHANTS
NATIONAL BANK & TRUST COMPANY OF INDIANAPOLIS, as Trustee and
in Trust, such portlon of my estate as shall be amply sufficient
to pay to the persons hereinafter named the amounts indicated
in Clause 2 of this ITEM vI of my will. BAs soon after my death
as may: be practicable my Executor shall determine the portion
of my estate which shall be necessary to ensure that all such
Payments shall be made and it shall thereupon pay over and
distribupe the portion of such property to the‘Trustee, which
Property (hereinafter "Trust Property") shall thereafter be held
as a separate fund for the benefit of such persons and upon the
following uses, trusts and purposes.

Clause 1. The Trustee shall, upon the distribution
to it of the Trust Property, take and hold the Trust Property,

the proceeds therefrom and all reinvestments thereof, establish
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and administer the Trust, collect and receive the rents, income
and profits from the Trust Property, pay all expenses properly
incurred in the administration of the Trust, and, until the

termination of the Trust, pay and distribute the Trust Property
and the income therefrom in accordance with the following

provisions.

Clause 2. I direct that as soon as practicable after
my death the Trustee shall commence to pay from the net income
of the Trust Property and from the Trust Property, to the extent]
that it is necessary, to such of the following named persons
who are living at my death the respective amounts indicated:

(a) to my cousin FRANCES BARTHELEMY,
1600 Holly Oaks Lake Road East, Jacksonville,
Florida 32211, the sum of NINE HUNDRED SIXTY~-
SIX DOLLARS SIXTY-SIX CENTS ($966.66) to be

paid on January 1 of each Year for so long as
she shall live;

(b) to my cousin MISS ROSE LITTLE,
1714 East 67th Street, Indianapolis, Indiana
46220, the sum of ONE THOUSAND FOUR HUNDRED
DOLLARS ($1,400) to be paid on January 1 of
each year for so long as she shall live, and
the sum of FIVE HUNDRED DOLLARS ($500) per
month to allow her to live in a comfortable
nursing home until hexr death.

(c) to my cousin MRS. PAYNE MERCER,
1714 East 67th Street, Indianapolis, Indiana
4§220, the sum of NINE HUNDRED DOLLARS ($900)

each calendar quarter for so long as she shall
live;

(d) to my former secretary, MRS. EVA
RICE GOBLE, 9201 East Washington Street,
Indianapolis, Indiana 46229, the sum of THREE
HUNDRED SEVENTY-FIVE DOLLARS ($375) each month
for so long as she shall ljive;

(e) to MISS GLADYS L. ARNOLD,. 3957 Rue
Rencir, Indianapolis, Indiana 46220, long the
companion-and friend of my cousin Elizabeth
Lilly, the sum of THREE HUNDRED FIFTY DOLLARS
($350) each month for so long as she shall live;
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(£) to MRS. THELMA PHILLIPS, 17 West 28th
Street, Indianapolis, Indiana 46208, long an
employee in my home, the sum of TWO HUNDRED FIFTY

DOLLARS ($250) each month for so long as she shall
live.

Clause 3. Any income from the Trust Property not
SO expended shall be accumulated, added to and held as a part
of the Trust Property. .

Clause 4. The Trust Created by this ITEM VI of my
will shall terminate upon the last to die of the persons named
in Clause 2 of this ITEM VI and thereupon the entire Trust
Property then remaining, with the accumulated income thereon,
if any, shall be paid over and distributed, free of Trust, to
the charitable, educational and religious institutions and
organizations named in ITEM IX of this will in the respegtive
percentage amounts which each is to receive in my Remaining
Estate and subject to all of the terms and conditions stated in
said ITEM 1x.

Clause 5. In the administration of the Trust Created
by this ITEM vI of my will the Trustee shall have, in addition
to the powers conferred upon it by law, all Powers and

authority conferred upon the Truste€ by Clause § of ITEM IX of
1
this will.

ITEM VII
I direct that my Executor hereinafter named shall pay
to each bPerson who, at the time of my death, is either a full-
time or part-time employee of mine at my residence on Sunset
Lane or at my summer home on Lake Wawasee, a sum of money which
my Executor shall deem to be fair and appropriate taking into
consideration the length of service in My employment and the

salary of each such person at the time of my death. I hereby
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vest in my Executor full power and authority to determine not
only the amounts but also the persons to whom such payments,
shall be made and the decisions of my Executor shall be final
and binding upon all persons concerned.

In this connection I have prepared and delivered to
my Executor a memorandum which sets forth my ideas as to
amounts which should be paid to each of my full-time or part-
time employees, but éhis memorandum shall serve only as a guide,

shall not be a part of this will, and shall not be binding upon

my Executor,

ITEM VIII
For many years my beloved wife, Ruth Allison Lilly,
was interested in, and actively supported, a number of
charitable, educational and religious institutions. 1In
recognition of her interest and support and as a memorial to
her, I’give and bequeath Twenty Percent (20%) of all shares of
common stock of Eli Lilly and Company which ars owned by me at
the time of my death to the following charitable, educational,
and religious organizations in the percentage amounts
indicated, respectively, opposite the name of each such
organization:
THE CHILDREN'S MUSEUM OF
INDIANAPOLIS, INC., Fourteen Percent (14%)
Indianapolis, Indiana
DAY NURSERY ASSOCIATION
OF INDIANAPOLIS, Seven Percent (7%)

Indianapolis, Indiana

THE BERRY SCHOOLS, Eleven Percent (11%)
Mount Berry, Georgia

THE PINEY WOODS COUNTRY

LIFE SCHOOL, Eleven Percent (11l%)
Piney Woods, Mississippi
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ALICE LIOYD COLLEGE,
Pippa Passes, Kentucky

THE AMERICAN COMMITTEE
FOR KEEP, INC.
Chicago, Illinois

FELLOWSHIP IN PRAYER, INC.,
New York, New York

COOPERATIVE FOR AMERICAN
RELIEF EVERYWHERE, INC.,
‘Washington, D.C.

EPISCOPAL DIOCESE OF
INDIANAPOLIS,
Indianapolis,Indiana

SAVE THE CHILDREN FEDERATION,
INC., Norwalk, Connecticut

THE PROTESTANT EPISCOPAL
CATHEDRAL FOUNDATION OF
THE- DISTRICT OF COLUMBIA,
a corporate body chartered

by Congress January 6, 1893,

for the exclusive use and
benefit of the Washington
National Cathedral, Mount
St. Alban, Washington, D.C.

ITEM IX

Eleven Percent (11%)

Seven Percent (7%)

Seven Percent (7%)

Seven Percent (7%)

Seven Percent (7%)

Eleven Percent (11%)

Seven Percent (7%)

I give, bequeath, and devise all of my Remaininé

Estate, as defined in ITEM I of my will, which remains after

the performance or provision for performance of ITEMS I through

VIII Jf this will as follows:

Clause 1. To INDIANAPOLIS MUSEUM OF ART, ten percent

ing conditions and restrictions:

(10%) of my Reméining Estate, subject, however, to the follow-

{(a) This bequest is made upon the express
condition that neither the income from the
property hereby bequeathed nor any of the
principal shall ever be used for the construction
of any building not in existence at the time of

my death.

(b} It is my hope and desire that the income
from the property hereby bequeathed will be used
to defray the costs of operation of the Museum and
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that the principal will be held intact, thus
assuring the continuing operation of the Museumn
for many years to come for the benefit of the
people of Indianapolis and surrounding communi-
ties. However, it is recognized that in
situations of extreme emergency or catastrophe

it may become necessary or desirable to use some
part or even all of the Principal of this bequest.
In recognition of. this, I reiterate that the

only restriction or condition to which the income
and principal of this bequest shall be subject

is that stated in the foregoing subparagraph (a)
of this Clause 1.

r

Clause 2. To each of the following educational
institutions, ten percent (10%) of my Remaining Estate, subject

to the conditions expressly stated:

(a) BUTLER UNIVERSITY, at Indianapolis,
Indiana, upon the express condition that the
principal of the fund hereby given shall be held
intact at all times and the income only from such
fund shall be subject to a first charge in such
amount as may reasonably be required from year to
year for the general maintenance and support of
CLOWES MEMORIAL HALL and to support the program
of education and entertainment which shall be
conducted in said Hall for the use and benefit
of the public. Any income from such fund {but no
Principal) remaining after performance of the
foregoing provisions of this subparagraph (a) may
be used for-the general support of BUTLER UNIVERSITY
as its Trustees shall determine. ;

(b) EARLHAM COLLEGE, at Richmond, Indiana,
upon the express condition that the income and
principal, if necessary, of the fund hereby given,
shall be subject to a first charge in such amounts
as may reasonably be required from Year to year
for the general maintenance, support, construction,
reconstruction and restoration of the William
Conner Residence and surrounding grounds and
structures in Hamilton County, Indiana, for the
construction, reconstruction, restoration,
maintenance and support of any additional buildings
which the College may wish to erect in the area,
and for the exhibition thereof as an historic site
for the education and enjoyment of the public. Any
income from such fund {but no principal) remaining
after performance of the foregoing provisions of
this subparagraph (b) may be used for the general
support of EARLHAM COLLEGE as its Trustees shall

determine.
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percent (10%) of my Remaining Estate:

four percent (4%) of my Remaining Estate:

ing ten percent (10%) of my Remaining Estate, as heretofore
defined, into three (3) equal shares, and I give, devise and
bequeath one (1) of such equal shares to each of MERCHANTS

NATIONAL BANK & TRUST COMPANY OF INDIANAPOLIS, as Trustee,

(c) WABASH COLLEGE, at Crawfordsville,
Indiana, upon the express condition that neither
the income nor the principal of the fund hereby
given shall ever be used for the construction

of any building not in existence at the time of
my death.

(d) PHILADELPHIA COLLEGE OF PHARMACY AND
SCIENCE, at Philadelphia, Pennsylvania, upon
the express condition that neither the income
nor the principal of the fund hereby given shall
ever be used for the construction of any building
not in existence at the time of my deat ’

Clause 3. To each of the following institutions ten

THE INDIANA HISTORICAL SOCIETY,
Indianapolis, Indiana

THE CHILDREN'S MUSEUM OF
INDIANAPOLIS, INC.

Clause 4. To each of the following institutions

(a) ORCHARD SCHOOL FOUNDATION,
Indianapolis, Indiana.

(b) THE RECTOR, WARDENS, AND VESTRYMEN OF

TRINITY EPISCQPAL CHURCH, INDIANAPOLIS, Indianapolis,
Indiana. -

(c) THE RECTOR, WARDENS, AND VESTRYMEN OF

ST. PAUL'S EPISCOPAL CHURCH, INDIANAPOLIS, Indianapolis,
Indiana.

* (d) HISTORIC LANDMARKS FOUNDATION OF INDIANA,
Indianapolis,Indiana.

{e) PARK-TUDOR FOUNDATION, at Indianapolis,
Indiana, now operating as a coeducational institution
the schools formerly known as Park School for Boys
and Tudor Hall School for Girls. :

Clause 5. I direct my Executor to divide the remain-

ca
-
~10-

AT Y AL AR L el

£

R S POV Sy upmesy gy =y watrbm e tne e ¥ N T T T AT



THE INDIANA NATIONAL BANK, as Trustee, and AMERICAN FLETCHER
NATIONAL BANK AND TRUST COMPANY, as Trustee, each such share to

be held as a separate fund in trust for and upon the following

uses, trusts and charitable purposes:

(a) Each of the above named Trustees shall,
upon the distribution to it of any property from
my estate, take and hold such property, the pro-
ceeds therefrom and all investments and reinvest-
ments thereof (Trust Property), establish and
administer the Trust, collect and receive the
rents, income and profits from the Trust Property,
pay all expenses properly incurred in the
administration of the Trust, and, until the
termination of the Trust, pay and distribute the
income (but not the principal) of the Trust Property
in installments not less frequent than quarterly

in accordance with the provisions of the following
paragraph (b).

(b} Each of the Trustees shall pay the net
income from the Trust Property held by it to
THE RECTOR, WARDENS AND VESTRYMEN OF CHRIST CHURCH,
Indianapolis, Indiana, now designated as the Pro-
Cathedral of the Episcopal Diocese of Indianapolis,
for use in the preservation of Christ Church, for
insuring the continuance of Christ Church-in its
present location on Monument Circle, and generally

to assist in carrying on its religious, charitable
and educational purposes.

(c) Each of the Trusts created by this Clause
5 of ITEM IX of my will shall be perpetual and shall

terminate only if either of the following events
' occur:

(i) christ Church shall cease to exist; or

(ii) cChrist Church shall be removed from
its present location on Monument Circle,
Indianapolis, Indiana.

In the event of such termination, the principal of
each such Trust shall be transferred and delivered,
free of Trust and in equal shares, to such of the
religious, educational and charitable institutions
as are named in the foregoing Clauses 1, 2, 3 and

4 of this ITEM IX of this will, and which are in
existence at the time of such termination.

In the administration of each of the trusts created

by this Clause 5 of ITEM IX of my will, each of the Trustees

shall have the following powers in addition to all of the powers

Z
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conferred by law:

(a) The Trustee may, but is not required to,
docket the trust in any court having jurisdiction
thereof, and in that event shall make such reports
as the court shall require. If the trust is not
docketed in court the Trustee shall render an
annual account to The Rector, Wardens and Vestrymen
of Christ Church, Indianapolis, Indiana. The
Trustee is hereby relieved from compliance with
any of the provisions or requirements of any laws
pertaining to accountings by trustees now in effect
or hereafter enacted in Indiana or in any other
state; but the Trustee may make such’ compliance
with any of the provisions of such laws or take
advantage of any provisions of such laws -as the
Trustee shall deem proper. No bond shall be required
of the Trustee for the performance of its fiduciary
duties and the Trustee shall not be liable for any
losses which may be sustained or shrinkages in value
which may occur in the administration of the trust
except in the event of a willful breach of trust.

(b) For the purpose of paying any liability of
the trust or for investment or reinvestment, the
Trustee, subject to the provisions of paragraph (c)
following of this Clause 5,-is authorized and
empowered, at any time, and from time to time, to
sell, assign, transfer, lease, mortgage, pledge,
and convey any real or personal property belonging
to the trust and the income therefrom, without any
appraisement, notice, bond, or any other formalities,
and without any order or orders of court authorizing
or confirming such transaction. Any such sale may
be made at public or private sale, with or without
notice, for cash or upon credit, or for part cash
and upon part credit, and upon such terms and
conditions and for such price or prices as the
Trustee shall in its judgment deem best.

(c) The Trustee is specifically authorized to
hold and retain and to invest and reinvest the
property of the trust in such securities, including
stock of the Trustee Bank, or the stock of any
corporation owning the stock of said Bank, or other
‘real or personal property, including common and
preferred stocks and investment trusts, as the
Trustee shall determine, without the consent of any
beneficiary and without any authorizing order of
court, notwithstanding any regulation, statutory

or otherwise, respecting legal investments of trust
funds. : )

(8) The Trustee shall at all times have the
right to vote any securities, in person or by Proxy.,
to join in or become a party to any agreement,
reorganization, readjustment, merger, consolidation
or exchange, to deposit any such securities thereunder,

r
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to exercise any rights to subscribe to any securities,
and to pay angd chaxge principal with any sums which
may be required thereby, and to receive and hold, in
the Trustee's sole discretion, any new securities
issued as a result thereof, and generally to vote,
handle, register in the name of a nominee if desired,
and deal with any and all of the securities or other
property, personal or real, with the same freedom

at an absolute owner of such Securities or propexty
would have, all without any authorizing or confirming
order or orxders of court or notice or other formalities
and without the consent of the beneficiary of the trust
and notwithstanding any provisions of the laws of
regulations of any state or of the United States of
America, statutory or otherwise, in that respect.

(e) Notwithstanding any provisions to the
contrary contained in Chapter 69 of the Acts of the
Indiana General Assembly of 1969, the Trustee shall
allocate to principal all dividends or distributions
(including stock splits) declared and paid in stock
of the declaring corporation, all distributions of
rights to purchase stock of the distributing corporation,
all corporate distributions in liguidation, either
partial or complete, all proceeds from the sale or
other disposition of trust assets constituting principal
and any capital gain distribution by a regulated
investment company. The Trustee shall allocate to
income all dividends paid in cash ox property (other
than stock of the declaring corporation), including
all dividends which the Trustee has the option to
receive in cash or such property, however actually
received, but excluding corporate distributions in
liquidation, either partial or complete, and any
capital gain distribution by a regulated investment
company. Notwithstanding the foregoing allocation
rules, the Trustee, in its discretion, may allocate
any receipt, in whole or in part, to principal orx
to income, or partly to both, contrary to such rules
and in such manner and proportions as the Trustee
shall, in its discretion, deem reasonable and equitable
in order to preserve the respective interests of the
beneficiary in the trust. Any tax levied by any
authority, .federal, state or foreign, against the
trustee by xeason of the receipt of any such corporate
dividend or distribution or proceeds of sale or other
disposition shall be allocated to principal or income
in the same proportions as the taxable receipts them-
selves are allocated.

(f) The beneficiary of the trust shall not
assign, transfer, sell, anticipate, alienate, pledge,

'mortgage, or in any other way encumber or dispose of

its interxest in the trust, nor shall any such interest
be validly levied upon, attached, garnished, or seized
by any creditor of any such beneficiary.

-13-
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Clause 6. Each gift which:

(i) is made by me after February 9, 1972,
to one of the beneficiaries specified in the pre-
ceding clauses of thig ITEM IX;

(ii) is required to be reported on a federal
gift tax return; and

(iii) has a value as stated on such return
of more than One Hundred Thousand Dollars ($100,000)

shall be treated as an advancement to-such beneficiary and
shall be taken into account in determining the portion of my

Remaining Estate which passes to such beneficiary in accordance

with the following provisions:

. gift tax returns of all such advancements shall be
added to the value of my Remaining Estate ag :
finally determined for federal estate tax purposes.

(b) After my Remaining Estate has been valued
as provided in the preceding subparagraph (a), the
value of the portion of the Remaining Estate

of my Remaining Estate Passing to such beneficiary
under this ITEM IX, and the difference shall he

the amount to be received by such beneficiary under
this ITEM IX.

(d) If the aggregate values of the advancements
charged to such beneficiary equal or exceed the
portion -of my Remaining Estate passing to such
beneficiary under the foregoing clauses, then such
beneficiary shall receive nothing under this ITEM IX.

under Clauses 1, 2, 3, 4 and 5, shall be prorated
among the beneficiaries (other than beneficiaries
described in the preceding subparagraph (d)) in
accordance with their percentages under Clauses 1,
2, 3, 4 and 5 of this ITEM I1X.

Z
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ITEM X

I nominate and appoint MERCHANTS NATIONAL BANK &
TRUST COMPANY OF INDIANAPOLIS as Executor of this will.

I direct that my Executor shall haye full power to
deal with my estate and to do all acts and things concerning
my estate which I coulg do if living, or which may lawfully
be done by persons owning similar assets and property in their
own names. During the administration of my estate my Executor
shall be vested with all power, authority and discretion
conferred by the Provisions of Clause § of ITEM IX of this
will upon the Trustees therein named, including the authority
and discretion to Pay all or any part of the bequests and
devises contained in ITEMS III through IX of this will at such
time or times as my Executor shall deem best, and, unless
otherwise specifically provided, to distribute all or any part
of the income from My estate during the period of administra-
tion to the intended beneficiaries of this Will or to
accumulate such income for later'distribution, as an addition
to prihcipal, or for the payment of obligations of my estate.

The powers ang authority granted to my Executor by
this ITEM x shali not be construed as any limitation upon its
Powers but shall be in addition to the powers conferred upon

my Executor by law.

IN WITNESS WHEREOF, I have hereunto set my hand and

A
seal at Indianapolis, Indiana, this g? day of May, 1973,

L7
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and have placed my initials on each of the preceding fifteen

(15) pages of this my last will and testament.

/‘1; '/%4/ (SEAL)
—o T j

This instrument, consisting of sixteen (16) type-
written pages, was signed, sealed, published and declared
by ELI LILLY as and for his last will and testament, in the
presence of us, who, at his request and in his presence and
in the presence éf each other, have hereunto set our names
as subscribing witnesses to the due execution of this will

at Indianapolis, Indiana, on this égﬂ day of May, 1973.

4)4442:/ /! hMLv residing at Indianapolis, Indiana

residing at Indianapolis, Indian:
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STATE OF INDIANA ) IN THE MARION SUPERIOR COURT,
) SS: PROBATE DIVISION

COUNTY OF MARION ) :

CAUSE NO. 49D08-9905-TR-001325

IN THE MATTER OF TWO. F’Z ED

TESTAMENTARY TRUSTS FOR
THE BENEFIT OF THE RECTOR, = JUL 97

WARDENS, AND VESTRYMEN ., 19
OF CHRIST CHURCH, INDIANAPOLIS

ORDER GRANTING JOINT PETITION FOR INSTRUCTION
AS TO CONSTRUCTION OF TRUST INSTRUMENT

Bank One Trust Company, N.A. (“Bank One”) and NBD Bank, N.A. (“NBD”) have filed
their Joint Petition for Instruction As to Construction of Trust Instrument, seeking instruction
pursuant to IND. CODE § 30-4-3-18(a) as to the meaning and application of certain provisions of the
Last Will and Testament of Eli Lilly (the “Will”). By those provisions, two trusts (the “Trusts) for
the benefit of the Rector, Wardens, and Vestrymen of Christ Church, Indianapolis (“Christ Church™)
were established. At the time their Joint Petition was filed, Bank One and NBD were the respective
‘trustees of the Trusts. Since that time, however, NBD was merged into Bank One. Thus, Bank One
is now the sole trustee of both Trusts.

By an order dated May 27, 1999, the Court docketed the Trusts for the purpose of acting on
the matters addressed in the Joint Petition. Pursuant to the Court’s May 27, 1999 order, a hearing
was held at 10:00 a.m. on July 27, 1999 to consider the Joint Petition.

The Court, being duly advised, now GRANTS the Joint Petition. IT IS THEREFORE

ORDERED, ADJUDGED, AND DECREED as follows:

EXHIBIT
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The Court hereby finds as a fact and concludes as a matter of law that all persons

who are entitled to notice of this proceeding have been duly and properly provided

with such notice, including specifically the Attorney General of Indiana, Christ

Church, The Indianapolis Museum of Art, Butler University, Earlham College,

‘Wabash College, University of the Sciences in Philadelphia (formerly known as

Philadelphia College of Pharmacy and Science), The Indiana Historical Society, The

Children’s Museum of Indianapolis, Inc., Orchard School Foundation, the Rector,

Wardens, and Vestrymen of Trinity Episcopal Church, Indiénapolis, the Rector,

Wardens, and Vestrymen of St. Paul’s Episcol;al Church, Indianapolis, Historic

Landmarks Foundation of Indiana, and Park-Tudor Foundation.

Bank One may, consistent with its fiduciary obligations under the Will, the Trusts,

the Indiana Trust Code, and the common law, make distributions to Christ Church

from principal of the Trusts upon the following terms and conditions:

(@ Bank One shall manage the Trusts’ assets for total return, with an investment
objective of attaining long-term capital appreciation, preservation of capital,
and moderate levels of income.

(b)  Distributions to Christ Church may be made from realized and unrealized net
appreciation in the value of the Trusts’ assets, as well as from income.

(c)  Annual distributions to Christ Church may not exceed an “average” of 5% of
the value of each Trust’s assets. The “average” value of the Trusts’ assets
shall be a three-year rolling average. It shall be based on the market value of

each Trust’s assets as of the end of each calendar quarter preceding the date

2
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for which the “average” value is computed. The “average” value of each
Trust’s assets shall be computed by averaging the market value of each
Trust’s assets for the 12 calendar quarters ending on the last day of June
preceding the calendar year in which the distributions are to be made. The
distributions shall be made during the calendar year beginning the next
succeeding January 1.

(d)  If at the end of any calendar year the Standard & Poor’s 500 Index, as
reported in the Wall Street Journal, is more than 15% lower than it was at the
end of the third immediately preceding caiendar year, then Bank One may, in
consultation with Christ Church but without further intervention by the Court,
increase the limit on the next annual distribution to Christ Church to 6% of
the value of each Trust’s assets.

(¢) Ifattheend of any calendar year the change in the Consumer Price Index for
All Urban Consumers as announced by the United States Department of
Labor has exceeded five percentage points per year for the year then ended
and for each of the two immediately preceding years, then Bank One may, in
consultation with Christ Church but without further intervention by the Court,
increase the limit on the next annual distribution to Christ Church to 6% of
the value of each Trust’s assets.

Upon entry of this Order, the Court shall relinquish jurisdiction over the Trusts, and

the Clerk shall remove the Will and the Trusts from the Court’s docket.



it

Dated: \“\:b &@Q&Lﬁb

Charles J. Deitef\Judge
Marion Superiqr Court
Probate Divisionl

Copies to:

James A. Strain

Donald C. Biggs

SOMMER & BARNARD, PC

4000 Bank One Tower

111 Monument Circle

Indianapolis, Indiana 46204-5140

(Counsel for Bank One Trust Company, N.A.)

Michael R. Rosiello

BARNES & THORNBURG

11 South Meridian Street

Indianapolis, Indiana 46204

(Counsel for The Indiana Historical Society)

Philip S. Kappes

Brian A. Statz

LEWIS & KAPPES, P.C.

1700 One American Square

Indianapolis, Indiana 46282

(Counsel for The Children’s Museum of Indianapolis, Inc.)

Rees Olander

Cathedral Administrator

CHRIST CHURCH CATHEDRAL
55 Monument Circle, Suite 600
Indianapolis, Indiana 46204-2917

Terry G. Duga

DEPUTY ATTORNEY GENERAL OF INDIANA
402 West Washington Street, 5th Floor
Indianapolis, Indiana 46204



Linda Hardwick

Director of Development
INDIANAPOLIS MUSUEM OF ART
1200 West 38th Street

Indianapolis, Indiana 46208

James Brandt

Director of Gift Planning
BUTLER UNIVERSITY
4600 North Sunset Avenue
Indianapolis, Indiana 46208

Richard Smith

Vice President for Financial Affairs
EARLHAM COLLEGE

801 National Road West
Richmond, Indiana 47374

Deanna McCormick

Treasurer & Chief Financial Officer
WABASH COLLEGE

301 West Wabash Avenue
Crawfordsville, Indiana 47933

Anthony McCague

Vice President-—Institutional Advancement
UNIVERSITY OF THE SCIENCES IN PHILADELPHIA
600 South 43rd Street :

Philadelphia, Pennsylvania 19104

Harry Lejda

Chief Financial Officer

ORCHARD SCHOOL FOUNDATION
615 West 64th Street

Indianapolis, Indiana 46260

Kathy Waltman

Financial Secretary

TRINITY EPISCOPAL CHURCH
3243 North Meridian Street
Indianapolis, Indiana 46208



Brenda Lycan

Administrator

ST. PAUL’S EPISCOPAL CHURCH
10 West 61st Street

Indianapolis, Indiana 46208

Mary Burger

Director of Finance

HISTORIC LANDMARKS FOUNDATION OF INDIANA
340 West Michigan Street

Indianapolis, Indiana 46202

Susie Maxwell

Director of Development & Alumni Relations
PARK-TUDOR FOUNDATION

7200 North College Avenue

Indianapolis, Indiana 46240
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\ THE
f{ ' BOGDAHN
#  (GROUP

simplifying your investment and fiduciary decisions

MEMORANDUM
TO: JP Morgan Trust Review Committee
FROM: Christ Church Cathedral Investment Committee & The Bogdahn Group
DATE: September 28, 2009
RE: Alignment of Investment Interests

The purpose of this memo is for the Investment Committee of Christ Church to express their desire to
work with JP Morgan in the prudent and efficient management of the Christ Church Cathedral
Endowment assets.

We recognize JP Morgan has a fiduciary responsibility to select investment vehicles, manage the asset
allocation, and administer their portion of plan assets in a prudent manner. An additional recognition
needs to be made that the Investment Committee of Christ Church has the same responsibilities and
fiduciary duty on the overall plan assets, including JPMorgan, National City and Manning & Napier.

We are requesting communication, cooperation and some control that we have determined are essential to
our success in accomplishing our mandate which is the prudent governance of the portfolio in its entirety.

We have attached the investment policy statement that was developed by the Investment Committee with
input from the custodians, including JP Morgan, to guide in the investment of the entire fund.
Specifically, we are looking for JP Morgan to provide the following;

1) Endorse our overall investment policy statement and to operate within that global policy.

2) Take recommendations from the Investment Committee on tactical and strategic asset allocation
decisions, consistent with the overall IPS, and to implement those recommendations in a prudent
and timely manner. (This is essential to the success of the overall plan. Example, at the spring
investment meeting the committee requested JP Morgan to adjust their portfolio allocation to help
bring the entire plan back into policy. While the action was recognized and the Investment
Committee was under the impression it would be accomplished it was not actually acted on for
more than 4 months despite the understanding by the committee that it would have been done
directly after the meeting. Had this been communicated better the Investment Committee could
have adjusted the allocation of another fund thereby keeping the fund on policy and in this case
earning the fund substantial dollars.)

3) Work with the independent investment consultant to identify managers and strategies on your
platform that best complement our other managers and strategies. Allow the Investment
Committee, with guidance from their consultant, to have input on replacement managers when
funds are underperforming and need to be replaced. Work with our investment consultant to
compare managers on the JP Morgan platform with other “outside” managers to choose the best
option for the overall plan consistent with our global IPS.

4) Consider and use alternative assets that aren’t offered in the Morgan platform where appropriate.

5) Upon request, Christ Church will share all global data with Morgan pertaining to the entire fund
which affirms our commitment to the investment policy statement.

EXHIBIT
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4901 Vineland Road {"- Suite 600 . Orlando, Florida 32811
Telephone (866) 240-7932 {". Facsimile (863) 292-8717
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JPMorgan

Gretchen L., Strohmeier
Market Director
Private Wealth Management

December 3, 2009

Mr. William J. Mead

Mead & Company

320 North Meridian Street, Suite 701
Indianapolis, Indiana 46204

Dear Jack:

I hope this letter finds you well. I enjoyed meeting with you and some of the members of the
Investment Committee, and look forward to contributing to the long and productive
relationship J.P. Morgan has shared with Christ Church Cathedral. As a follow up to our
discussion;, I pulled our local leadership team together for a meeting to review and discuss the
concerns of the Investment Committee and the structure of our professional relationship.

In conjunction with our goal of providing you the best possible service, I thought it might be
helpful to review a few points. As you know, as Trustee we are bound by the terms of the Last
Will and Testament of Eli Lilly, as well as the Order Granting Joint Petition for Instruction as to
Construction of Trust Instrument, dated July 27, 1999, J.P. Morgan is the sole Trustee over
Christ Church’s trust accounts at our bank. Additionally, we have fuli authority over the
investment management of these accounts and are obligated to consider the needs of both the
current income beneficiary, Christ Church, as well as all contingent beneficiaries, which may
benefit from these funds in the future.

Specifically, Jack, under the terms of the trust for the benefit of Christ Church under the Last
Will and Testament of Eli Lilly, page 12 paragraph (c):

(c) The Trustee is specifically authorized to hold and retain and to invest and reinvest
the property of the trust in such securities, Including stock of the Trustee Bank, or
the stock of any corporation owning the stock of said Bank, or other real or personal
property, including common and preferred stocks and investment trusts, as the
Trustee shall determine, without the consent of any beneficiary and without any
authorizing order of court, notwithstanding any regulation, statutory or otherwise,
respecting legal investments of trust funds.

Additionally, the Court Order provides in part beginning on page 2, paragraph 2:

2 Bank One may, consistent with its fiduciary obligations under the Will, the Trusts,
the Indiana Trust code, and the common law, make distributions to Christ Church
from principal of the Trusts upon the following terms and conditions

1 East Ohio Street, Indianapotis, Indiana 46277
Telephone: 317 684 3500 Facsimile: 337 684 3245 gretchen, Lstrohmeder@jpmorgan, com

JPiorgan Chase Bank NLA,

Bank products prd sprvices are offered oy JPMargan Chase Banle, M4, and s 2fliates.
Saourities s, member NYSE, FINRA and SiPCL T aterial is distributed with e undarstanding
advica. fstate planntng requres fepal assistante.
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(a) Bank One shall manage the Trust’s assets for total return, with an
investment objective of attaining long-term capital appreciation, preservation
of capital, and moderate levels of income.

(b) Distributions to Christ Church may be made from realized and unrealized net
appreciation in the value of the Trust’s assets, as well as from income

(c) Annual distributions to Christ Church may not exceed an “average” of 5% of
the value of each Trust's assets. The “average” value of the Trust’s assets
shall be a three-year rolling average. It shall be based on the market value
of each Trust’s assets as of the end of each calendar quarter preceding the
date for which the “average” value is computed by averaging the market
value of each Trust’s assets for the 12 calendar quarters ending on the last
day of June preceding the calendar year in which distributions are to be
made. The distributions shall be made during the calendar year beginning
the next succeeding January 1.....

As you know, our dutles are defined by the legal documents cited above, as well as Indiana
law. Furthermore, the Investment Committee has no fiduciary responsibility over the trust
accounts, as the Investment Committee is not a Trustee. Given the boundaries of the
language of the trust and the court order, we cannot take recommendaticns nor do we have
the ability to grant control to the Investment Committee. When we are a fiduciary for a
client’s assets, it becomes our responsibility to ensure that our client’s assets are managed
prudently and without regard for any other constituency, whether affiliated with J.P. Morgan or
otherwise.

Christ Church benefits from working with J.P. Morgan as a leading asset manager with over
one trillion dollars in client assets under management. Our goal at J.P. Morgan is to select
managers we expect to outperform over a market cycle, ensure managers are appropriately
positioned in client portfolios and direct flows to our highest conviction managers.

J.P. Morgan values its long relationship with the members of the Christ Church Investment
Committee. We look forward to working with the current members as we did the former
members whom we came to know during the past many years. We appreciate the dialogue
and anticipate a continued productive relationship with Christ Church, long into the future.

Please be assured that your J.P, Morgan team, recognizes the need and value of ongoing
communication, and will continue to reach out to you and to provide portfolio reviews and
updates about how J.P. Morgan's best strategies are utilized in the management of Mr. Lilly’s
trust. I know that we all individually and as a team, genuinely appreciate the relationship with
Christ Church and the dedicated people who serve on the Investment Committee.

Sincerely,

Gretchen Strohmeier

cc: Simon Crookall, Christ Church Cathedral
Dean Stephen Carlsen, Christ Church Cathedral
Canon Rees Olander, Christ Church Cathedral
Michael Welker, The Bogdahn Group
J. Albert Smith, Jr., J.P. Morgan
Michele Dole, }.P. Morgan
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March 8, 2012

KKR NA XI Private Investors Offshore, L.P.
Welcome Letter
R61159001

Eli Lilly FBO Christ Church Alt
Christ Church Cathedral

Attn: Rees Olander

55 Monument Cir, Ste 600
Indianapolis, IN 46204-2917

Re: Eli Lilly FBO Christ Church Alt
Welcome Letter for KKR NA XI Private Investors Offshore, L.P. (the “Conduit”)

Dear Investor:

We are pleased to welcome you as an investor in KKR North America Fund XI L.P.! (the “Fund”)
as of February 7% 2012. A fully-executed copy of the signature page from your Subscription
Agreement is enclosed for your records.

The Fund will pursue investment opportunities in industry-leading businesses primarily in North
America where KKR believes that significant opportunities remain to provide capital and operational
expertise to leading companies to help them sustain their competitive position and continue to grow.

Based on current expectations, the Fund anticipates calling capital in the Third Quarter of 2012. We
will provide capital call and distribution notices, as well as quarterly and annual reports, tax
information, and any other information about the activities of the Fund as they become available.

Please also find enclosed for your review:
¢ the Fund’s revised Limited Partnership Agreement (“LPA”), blacklined to show changes; and

¢ a Second Supplement (“Supplement™) to the Fund’s Confidential Private Placement
Memorandum (“PPM”), which should be read in conjunction with the PPM.

Highlights of the Supplement include:
® Personnel updates, including biography information on new Management Committee and
investment professionals; and
® Clarifying language for certain principal terms.

Please contact your J.P. Morgan representative with any questions.
Sincerely,

J.P. Morgan Private Investments Inc.
As Administrator for KKR NA XI Private Investors Offshore, L.P.

! You are invested in KKR NA XI Private Investors Offshore, L.P., which invests in KKR North America Fund XI L.P.

Please refer to the Limited Partnership Agreement Jor capitalized terms not defined abave.

Bank products and services are offered by JPMorgan Chase Bank, N.A. and its affiliates. Securities products and services are offered by
J.P. Morgan Securities LLC., member NYSE, FINRA and SIPC,

Llnvestment products: Not FDIC insured ¢ No bank guarantee * May lose value j
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PART 1V, SIGNATURE PAGE (Please sign all 3 copies)

This page constitutes the signature page for the Subseription Agreement. Exeoution of this page conatitutes cxceution of,
snd the undersigned hereby authorizes this page to be nttiched 1o @ countarpart of, the Subscription Agreemont, Tha
undersigned heraby applies for a Conduit Interast with a Capital Commitment of U.S, § éoo[ aotpp . Tho undersigned
lias read and understands that, in addition to (and not In reduction of) the undersigned’s Capital Commitment, the
undersigned (i) will have an Additional Payment Obligation ss specified in the Condult Agrasment, (i) may be
requived to make s Cost-of-Carry Payment, tn cach case, as specified in the Condult Agreement and (jii) if It is
holder of Cings & Interests (see Scction 2 on page 1), will be required to pay the Administrutive Feo. The
undersigned has read and understands the consent set forth in Section 24 regarding the clectronie dellvery of
documents, statements, notlces and other materials refating to the Conduit,

The undersigned hereby certifies that the categories cheeked below apply to the undersigned: .
‘The undersigned Is # United Sistes person for U.S, fedoral Incoime tex purpoges (as defined in Appendix I
herelo).

The undersigned Is not & United States parson for U.8. federnl income tax pirposes.

The undersigned is an BRISA Investor (88 defined In Seotion 6(k) on page 5).

The undersigned is a Plan Investor (as defined in Seotion 6(k) on page 5).

The undersigned i & tax-cxempt organization (gencrally & pension plan, an indlvidual rotfrement account, a
charitable organization, charitable trust or a religious organization),

The undersigned is a German Tax Person (s defined in Appendix II). If the undorsigned is a German Tex
Person, the Jocal tex office applicable to the undeesigned ls and tho tax
{dentifiontion number of the undersigned is .

The undersigned herehy certifies (plecse check applicable catagory below):

X The undotsigned Is not an employec or dircctor of J.P. Morgen or the epouse, domestic partner, minor
child and/or financial depandant of en employee or director (2 “Related Person™).
The undersigned is an employee or director of J.P. Morgan who s dircotly angagod in providing
investment advisory or other servicos lo the Conduit or a Related Person of such an employee or
direotor, If the undersigned Is such a person, explain the employas's or director's title, function and
connection to the Condult:

[ M F

Por investors with @ caplial commitment of $3 million or more, please indicate below If you would like to be informed of
opportunitles to parlicipate in co-investments:

YES NO
IN WITNESS WHEREOF, the undorsigned has executed this signeture page thinLﬂ'dny of Debaber 204
FOR INDIVIDUALS: FOR ENTITIES:
EL LWy FBo CurishChurd
Print Name of Limited Partner (Investor) Print Name of Limited Pariner (Investor)
By: 7z /

Signature of Limited Partner (Investor) Signature

Matthew Crenshaw
Print Name of Joint Investor, iFany Print Name of Authorized Signatory

Pa.--}-%\‘w WAanager

Signatura of Joinl lnvestor, ICany Print Titla of Authorlzed Signatory
Acoepted and Agreed a5 _(L 20 _[Z/
J.P, Morgan Private Inv onts Inc.,
in les capacity as Adminlstfd¥pr, and on behalf of KKR NA X! Private Invesiors Qffchore, L.P.
By:
Name:

Title:

22

Pitvesa Infestinents Inc.
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205 W. Chestnut » Canton, IL 61520
Ph. (309) 647-0328 FAX (309) 647-8117

October 18, 2013

Jennifer Johnson Rahn

Vice President and Sr. Trust Officer
JPMorgan Private Wealth Management
P.O. Box 3268

Springfield, IL 62708-3268

Dear Ms. Rahn:

As you are aware, over the past several years the Parlin-Ingersoll Public Library Board of
Trustees has been concerned about investments made in the management of the Charles D.
Ingersoll Trust. Today I write by reason of an instruction duly adopted by the Library Board at
their meeting on October 16, 2013. Our Finance Committee reviewed recent accountings, and
it appears that some members of our Board have shared this information with others.

One item of particular note in your quéfterly report ending June 30, 2013 was your purchase of
a JP Morgan Highbridge Dynamic Commodities Strategic Fund that apparently launched in
2010. You appear to have invested over $750,000.00 in that fund. It had no history of
management or performance. It had the lowest Morningstar rating and appears to have been
sold in March of this year at a loss of over $254,000.00.

We are advised that you are bound by a duty of loyalty to the trust beneficiaries. You should
avoid placing yourself in a position of conflict with the trust and/or its beneficiaries.

Our impression is that, until about 3 years ago, the assets were invested at over 60% in equities
and 40% in fixed income. In March 2010 as U.S. markets were rebounding from the March
2009 bottom, the trust investments were 67% equity including 42% U.S., 27% fixed income, and
6% cash. However, by then $7 million was in JP Morgan funds resulting in higher management
fees and excise taxes due to stock sales. As of June 30, 2013 equity had been reduced to just
44% with 30% U.S., 13% alternative assets, 35% fixed income, and 8% cash. U.S. stocks.that
returned over 18% annually over those three years were sold and replaced by alternative assets
and low yield bonds all at a time when the U.S. stock market reached new highs. The WS for
October 16, 2013 indicates that a 52 week range for the Russell 2000 indicates a yield of 29.2%
while the YTD is 27.1%. The S&P small cap index 600 is 31.9% for the year, and the YTD is

[
’
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28.7%. To our Board members your more recent asset allocation does not make much sense
and has resulted in losses in income as well as equity.

The market value was $24,332,346 on June 30, 2013 and had been $24,211,746 on March 31,
2010. You gained just $120,600.00 in three years and 3 months after paying out the 5%. The
S&P 500 3-year annual return was over 18% and for the year 2009 the total U.S. market
returned 19%, whereas this trust maybe gained 1%.

These choices and losses have forced the Board to take a closer look at the management of the
Charles D. Ingersoll Trust, and we seek answers to the following questions about how our trust

is managed:

1. There does not appear to be, at least in our possession, a specific investment policy for
the trust. Do you have such a written policy and can you send us a copy?

2. What, if anything, would cause you to alter that investment policy?

3. We receive a quarterly account summary and the quarterly, “Financial Review and
Market Outlook.” Are there any other means you have to communicate to us your
investment decisions?

4. How often do you review our account and what is that process?

5. How do you select and monitor mutual funds?

6. How do you monitor the underlying investments in funds for crossover, duplication or
counteraction between funds?

7. How do you select and monitor fixed income securities (bonds, etc.)?

8. What benchmarks do you use to measure your relative performance?

9. How do you determine how much cash to hold in reserve?

10. How often do you rebalance our account for asset allocation?
11. How do you select securities to be sold if an asset class is deemed over weighted?
12. How are your fees structured? Are you paid specific fees by type of account transacted?

Are those fees taken equally from the income and the principal?

We ask that you reply to this letter in writing and also respond to the list of questions above.

Thank you for your courtesies and consideration in this matter.

Sincerely,

/}Q_,“;{ .} )ﬁ)ﬁcmfm

Kimberly Bunner, Director
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October 29, 2013

Kimberly Bunner, Director
Parlin-Ingersoll Library
205 W. Chestnut Street
Canton, IL 61520

Re: October 18" Correspondence
Dear Kimberly:

Thank you for sharing the concerns of the Board. Before | address the specific questions raised
in your correspondence please allow me to make some general remarks. All of us at JPMorgan
take our fiduciary responsibilities seriously. We devote a significant amount of time, talent,
resources, training and research to both the administration and investment of trust accounts.
As | have shared in prior conversations with your board, as a part of that effort, we have crafted
investment guidelines specifically designed for the challenges facing foundations.

Foundations such as the Charles Ingersoll Trust need portfolio construction designed to meet
the annual required distributions, administration expenses, tax costs, and while not an issue
now, inflation/real value maintenance over the long haul.‘*{\s you are aware, this is a perpetual
trust, which must not only meet the needs of the Library today, but for its entire existence. We
believe that traditional portfolio allocations relying exclusively on equity and core fixed income
beta may be inadequate to meet the foundation’s return requirements. Our research shows
that incorporating a strategy designed to bolster the traditional equity and credit allocations
with absolute return oriented alternative investments may address the shortfalls between the
trust needs versus expected returns. This approach also has an added benefit of reducing
overall portfolio volatility on a yearly basis to parallel the need for consistent dollar value
distributions critical to maintaining your program spending requirements and those of the
school district and hospital.

I'understand this approach is new to the board and to you, but we all share the same goals.
Since | assumed the administrative responsibilities of this trust in June of 2009, we have been
transitioning this portfolio with the gradual introduction of new asset classes including broader
equity and fixed income styles. At the same time, we have actively listened to concerns and
brought in specialists to help answer questions and address the benefits of new asset classes.
For example, last year in response to concerns over style, we changed the investment manager

in the Large Cap US Equity space to Fiduciary Management, Inc to bring a more traditional large

cap manager to the account that also meets the requirements of being a third party manager
on our investment platform. This change was the primary catalyst for the large amount of stock
sales you observed in the portfolio. There were relatively few positions FMI was willing to
accept in-kind, resulting in the sales. At the same time some rebalancing of the overall account

was done, resulting in some mutual fund purchases in asset classes outside of Large Cap US
Equi ty 1L.2-8283, 1 East Old State Capitol Plaza, Springfield, Hlinois 62701
' Telephone 217 525 9796

J.P. Morgan Securities LLC
JPMorgan Chase Bank, N.A. g

Securities are offered through 1.P. Morgan Securities LLC, member NYSE, FINRA and SIPC.
Bank products and services are offered by JPMorgan Chase Bank, N.A. and its affiliates.
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Let me also briefly address Highbridge. Highbridge was a high-conviction manager when we
established the position in the Dynamic Commodities Strategic Fund (HDCSX). The underlying
commodity mix was more heavily weighted toward agriculture, which unfortunately did not
work out well. We removed the manager from our client portfolios in March 2013, replacing it
with Pimco Commodity Plus (PCPLX), which has better underlying asset exposure.

Now let me turn to the specific questions you raised in your letter.

1.

The investment policy statement, which we call a mandate, is located under tab 1. The ,
mandate is designed for an irrevocable foundation with a perpetual life span and ‘
distribution rate of 5%.

The mandate is structured with ranges to accommodate both tactical and strategic asset
allocation shifts. That said, the mandate is a document designed to guide the
investment allocation of the trust and is, will be and has been modified over the years to
include new asset classes to reflect increased diversification of trust investment vehicles
and changes in our overall investment philosophy, due to changes in world economic
conditions and market dislocations.

Each month we send you and the board an investment performance review. We always
include a monthly economic recap and our market,outlook. Periodically we have other
investment pieces such as the one I have also enclosed under tab 2 from our Chief
Investment Officer, Richard Madigan entitled,” Market Thoughts”. | will be happy to
forward pieces of this nature to you when they are available via email.

Account review is a continuous process. In our investment process we make tactical
shifts to complement our strategic asset allocations and seek to capitalize on market
dislocations. A more complete discussion of this process can be found in the mandate
located under tab one on page 3. In addition, the trust administrator, the investor and
the portfolio manager receive daily notification of any over or underweighting of an
asset class so appropriate investment decisions can be reviewed and implemented in
the account. Please also see the response to question 10,

JPMorgan’s process for selecting and monitoring mutual funds is best described in
“Capturing Returns in Uncertain Markets through Manager Selection “which is located
behind tab 3. Please see page 5 for a thorough discussion.

JPMorgan maintains a Manager Selection team that monitors the funds we employ in
our client portfolios for such criteria as adherence to stated strategy (style), relative
performance, manager team quality and consistence and other metrics. For funds that
continue to fall within our guidelines, our Portfolio Construction team guides the
combination of funds within the market segments to provide complementary exposure.
Refer to tab 3 pagel6.

The fixed income sector is actively managed by a team of investors with over 20 years
average investment experience. The team has significant experience in constructing
portfolios and leveraging the institutional platform to achieve optimal execution. The
team'’s style emphasizes a research and bottom-up security selection. The fixed income



10.

11.
_evaluation of the following factors:

12.

portfolio has ongoing monitoring by the JP Morgan Credit Team and the Quantitative
Analysis and Risk Team. The attachments under tab 4 further describe this process.
The indices we use are found in the monthly investment performance review book on
the performance summary page. The definitions are included in the final section of
each performance book entitled, “Definitions and Additional Information”. For ease of
review they are defined here as well. Equities are compared to the MSCl World USD
(US dollar) Net which is a free float-adjusted market capitalization weighted index that
is designed to measure the equity performance of developed markets; without the
sensitivity to currency movements accounting for the price movement of each security
in its denomination (local) currency which effectively leaves aside the effect of foreign
exchange. The alternative space is measured by the HFRI Fund of Funds Diversified
Index which is an equally-weighted, unmanaged index comprised of domestic and
offshore hedge fund of funds. FOFs classified “Diversified” exhibit one or more of the
following characteristics: invests in a variety of strategies among multiple managers;
historical annual return and/or a standard deviation generally similar to the HFRI Fund
of Funds Composite Index; demonstrates generally close performance and returns
distribution correlation to the HFRI Fund of Funds Composite Index. Fixed Income and
Cash are measured by the Barclays Capital Taxable Indices which represent fixed
income securities that are US domestic, taxable and dollar denominated. The Barclays
Capital Aggregate Index covers the US investment grade bond market, with index
components for government and corporate ség\:urities, mortgage pass-through
securities, and asset-backed securities. These major sectors are subdivided into more
specific indices that are calculated and reported on a regular basis.

Cash levels in the trust will vary over time and in addition to the quarterly distributions,
cash levels are driven on a tactical level by the availability of suitable investment
opportunities and the outlook for various asset classes. At times we will hold higher
cash levels for risk mitigation purposes or while seeking an entry point for an asset we
want to hold but don’t feel the near term market is favorable.

As noted above, rebalancing can occur a) when there is a change to our tactical
recommendations, b) upon a significant cash in or outflow and c) quarterly unless
superseded by the other events described.

Selection of securities to reduce in overweight asset classes requires a subjective

a) Our conviction in the fund manager (if applicable)
b) The security’s classification as passive, benchmark aware or benchmark agnostic
‘and how that fits into the firm’s current recommended level of exposure to active
management in that asset class.
¢) The current size of the holding in relation to our policy maximum for, and current
target exposure to, that security, and

d) The contribution of other securities held in that asset class.
The fee schedule, which is published, is located under tab 4 and includes both a Trust
Administration Fee and an Investment Product fee. The structure of our fees has not
changed since we last reviewed them in my letter to Randy Wilson dated July 5, 2011.
As required by lllinois statute, the fees are deducted % from the income portfolio and %



from the principal portfolio of the trust. There are no transaction, load or 12b-1 fees
being charged.

Finally, I have enclosed under tab 5 a performance report for the period beginning April 1, 2010
and ending March 31, 2013 which correlates to the timeframe referenced in your letter. The
performance summary found on page 8 outlines the performance returns for each asset class
and the continued importance of diversification.

We will be happy to meet with you and the board to review this material in person.

Sincerely yours,

// oy
>,
fer Jo //@
e President and Sr. Trust Officer

JIR:jaj
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