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Who we are

London Stock Exchange Group is a global markets
nfrastructure business. We provide valuable
services for a wide range of customers, focusin
on Inteflectual Property, Risk and Balance Sheét
Management and Capital Formation.

The Group plays a vital economic and,social
role in enabling companies to access funds
for growth and development.

Our vision

To be the most trusted expert
in global financial markets.

Our purpose

We provide international access
to capital. We help customers to
optimise thetr capital resources
and inform their investment
decisions. We promote trusted
and transparent environments
and services for investment.

We do this so that businesses
and economies can thrive.

N i
1T www lseg.com
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Hightights

The figures in the graphs below are for the Group en a continuing basis,
so exclude businesses classified as discontinued dunng the perods shown
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The Group changed s hinancalepurting teference date 1n 2012 hence the graphs show full 12 maonth figures on either a March or December ear end basis

12 months to 31 December 2017 12 months to 31 December 2016 Continuing
Year ended 31 December continuing  Duscontinued Total Contmuing  Discontinued Total Total Variance Vanance
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11 Highlights

Group Total Income by segment
£m 5 6
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The Group continues to execute onte
strategy delvering best-in-class capabilities
driving globat growth and developing our
partnership approach Key headlines are
provided below
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Chairman’s statement

Overview

During 2017 London Stack Exchange Group contmued
to make good pragress executing 1ts growth stratequy
delwvening another year of strong performance The
Group hds also addressed several strateguwe corporate
macteeconomic and political events,

Inthe early part of the year the Group navigated the
termination of its attemipted merger with Deutsche
Borse following the Eurppean Commission’s
profibimon decision We worked hard to find the
appropriate solutions to the cormpention review
LSEG has always been commtted to mantarng
excellent relationshups with all of s stakeholders
mncluding the regulators inits signthicant markets
and talang into account all of the televant factors
the Beard concluded that it could not meet the late
stage reguest from the FU Commussion for
divestment of 3 key Italian business

Throughout the merger discussions the executive
rmanagertent rernatnad facused on the performarnce
of our business divisions through orgaric and
morgantc growth, as was evident from the acquisttion
of The Yield Book and Cit1 Fixed Income Indices
bustness The transaction, which completed at the
end of August enhances and complements the
Group s Information Services data and analytics
offering and wall allow FTSE Russell to capitalise
further onkeyindustry trends

Fallowing the UK's decision toleave the EU the Group
continues to ensure that our businesses are well
prepared for any eventual outcome As a systemically
impertant finanaal markets infrastructure business
the Group has a responsibility ta ensure the orderly

functioning of markets and to ensure contruity of
service for the beneht of our custormers shareholders
and other stakeholders With a strong global footprint
and sigmhcant infrastructure in a number of
geographies across the UK Eurgzone US dand Asia,
the Group s extracidinanly well placed te adap! to
the consequences of the everitual exit terms On
behalf of all our stakeholders and partners the
Group continues 1o arque strongly for a defined
miplermentanon pertad and the minimisation of the
fragmentation of systems and processes designed to
raake the financial markets more efficient. stable and
safe We alse irmly beleve that enhanced regulatory
superasion and requlation on a global scale will far
outwelgh any shott tevm polincal benefits of location
based pohcies for financial markets mirastiucture

Throughout the year & key focus for the Group was
planning Lo ensure that our systerns and processes
were ready for the major changes resulling from
the implernentation of MIFID 11 which took effect
mmediately after the year end Al venues went hve
I January 201811 one of the most extensive
technoiogy roil-outs the Group has ever under taken
David warren discusses the oppor tunities that
WMIFID 11 presents for the Group as the onlly financiat
markets mfrastructure business operating on

an Open Access basis elsewheren this Report

Governance

The Anal quarter of the year saw the announcernent
of a process for succession of the Chief Executive

In early October, the Board and the Chief Executive
Xaviet Rolet confirmed an agreemient that he would
leave the Group by the end of 2018 to ensure a
smocth transiion Shareholders will recall that Xavier

“The Group remains
well positioned for
the opportunities
ahead and remains
confident of delivering
further success and
value for shareholders.”

Donald Brydon CBE

Charman
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Strategic Report Chairman’s statement

Full year dividend

Final dwvidend of 37 2 pence per share to be paid on 30 May 2018' (2016 231 2 pence per share}

2017
2l
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2014
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Dividend policy

N 51.6p
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Wwe pperate a sustainable progressive dividend policy aiming to operate na target range of 2 5-3 Ox

dividend cover
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Rovet had oftered 1o step down in order to srnontfi the
path for the planned merger As a result following
the end af the merger process with Neutsche Borse
N March 2077 1t was clear to the Board that the Group
needed clarity over succession Unfortunately one
shareholder requisitioned a General Meeling to seek
to undo the agreed plan The Chief Exeruthve s
departure was as a consequence accelerated and a
motion to remove your Chatrman propesed by the
shareholder was fumlty defeated Regrettably this
process disrupted the organtsed sUCCession process
and caused ansiderable diversion of tme and
energy The process of appomting the new Chief
Fxecutive 15 now advanced with a strong field of hugh
gqualty candidates when the new Chiel Executive 1s
announced and appropriately integrated inta the
Group Lwill step down at the AGM N 2019

to allow & new team to take the busimess forward

Thie Board himiy believes that it followed appropniate
aonernanece pring iples considenng shareholdets and
other stakeholdershinterests at all times but 1t s
mportant that our actions are teviewerd and
consideration 1s given to aniy lessons Lo be learned
Anexternal tevienw 1s heing conducted by Simon
Colling a tormer LK Chanman and Semar Partnet of
kPMG who has the deep expenence and techrnical

e pettise to undertake ths worke The Board will nhiare
the sumimany of key conclusions with shareholders
ke i ouse

As Lsend dl the General Meeling in December Boards,
st Lake o account all relevant informabion n
making thew deasions 1wl never be possihle for all
Af that information to beon the pubhic domeay muach
a4 9nme may wish Lt ohe That s one reason why

shareholders delegate decisions (o @ Board The
returns that result from these decisions are not
acheved sk free Boards are not comimittees but are
real sk taking badies providing oversight of executve
rmanagement and guiding the strateqic duection

of the company | share my further thoughts on
corporate governance later in thus report on page 56

The events of the last quarter of 2017 challenged the
Board to think deeply about s role the culture nf the
Company and the actions it takes in the best interests
of all stakeholders callectively 1 am enormoushy
grateful for all the time and eflert expended by the
Board members dunng this period The UK Corporate
Governance Code demands that attendance at the
Board and its commultees are logged In addition to
Board and Committee meelings the Non-Executive
Uectors of LSEC atlended many rmore meetings
dunng both the possible merger with Deutsche Borse
and the process of preparation of the notice of the
Decomber Genglal Meeting than are recorded in our
Governance report

At the end of the year the Board was joned by val
Fahman whose stinng technology and busimess

bac kground will provide valuable expertise as we
conlinue to grow oun global business As noted
Navermber Xavier Rolet stepped dowi fromm bis role as
aDweclor and CFO My colleaques and 1 achnosledge
the mimense coninbition he made 1o the
developmient of your Cotnpdny There have beerinn
nthen «hanges Lo the Board s composiiion in 117

As detalled 1 the Governance Repott ot page -0
the Briard rermans comnmtted to firther restoning
the gender drersity of the Board a process that

Annual Report December 2017

was interrupted by restructunng ahead of the
possible merger with Deutsche Borse The Group

15 also A signatery 10 the UK s Hd Treasury Wormen
i Finance Charter to improve gender dwversity watfin
seror leadership teams and we have set ourselves

a stretching target of 407 fernale representahon
nsenor roles by the end of 2020 We are cunently
at 33

Corporate Social Responsibility

The Group 1sn a prvileged pasthion at the heart

of the financial markets and we are pleased to
support corporates ssuers and investors integrate
sustaimability and dwersity as a core part of ther
camtal raising and investment decisions We
continue towork closely with global and regional
chanties in the commumites in which we operate
The selected charities focus on helping young
people to develup vital Iife skills and we encouwrage:
employees to hecome actively involved in ther work
through pad volunteeting days in 2017 the Groups
Foundation donated £1 4 mullon tovanous chartes

Financial Performance

The Group has continued to delivet ¢ strong financial
petformance across its business dwvisions Total
ncome grew to £1 955 milhon up 18 Adusted
opetating profit was f817 milien white adjusted
EPSwas 1447 pence anincrease of 195,

Consistent with the Group s capital allocation
framework we conducted an on-market share
buyback of £200 milion an ameunt broadly
cquivatent to the return we would have made had the
merger with Deutsche Borse proceeded as planned

Reflecting the Group  shong pesformance and our
comrmtrment ko sustainable progressive diidends
the Board s proposing a final dvadend of 37 2 pence
per share resulting ma 194 year-on-yedr nciease
n the total dmidend to 91 6 pence per share The final
dividend will be paid on 30 May 2014 fo sharehiolders
on thereqister as at & May 2013

Conclusion

Lwould ke to thank Board members and all o our
excellent employees tor another successful yea in
the development of this gredt companty The Group
rermains well positioned for the opportunities ahead
and temanns cenfudent of delverting further success
and alug for shareholders

Qwa{ K-,a&r'-\

Donald Brydon
Chan man
ZMarch ANl



Chief Executive’s statement

Executing our Strategy

London Stock Exchange Group delivered another
strong performance i 2017 We continue to
successfully execute our strategy to grow and
dwversify the Group operating on an Jpen Access
basisin partnerstup with o customers We have
seen growth across all of our core busmess pillars -
Inteliectual Property Risk and Balance sheet
management and Captal Formation — and have
continued tomvest in new Imihatwes and acquisitions
to drwe further expansion and efficiencies The Group
is strategically aperatisnally and fnancally well
pastioned to capitahse on a range of opporturities
ahead and to enhance shareholder returns
Conhdence inour outlook led us to set financial
targets at an [nvestor Update event in June which
will debver growth in Group £ BITDA matgin ta ¢ 55%
by 2019

As a leading financal market s infrastructure gioup
we have continued Lo grow our global footprint
ncludirg strengthening our presence wn Asta and

in the United States We bave also made selective
acquisitions that develop our client offering white
meeting our stiict strategic and financial criteria
This mcluded increastng cur mayority shareholding

N LCH the acquisiton of Mergent and the acquisition
of The Yield Book and Cih Fixed Income Indices
which provides opportunities to sigrificantly enhance
FTSE Russell s iixed meome analytcs and incdex
business These acquisiiions also help to expand
LSEG s presence in the Umted States and our glohal
distnbution capabilities

MI{FID II Opporfunities

The mplernentation of MIFID 1 wiach tack place
on 7 January 2018 was a key focus for a nurnber
of our businesses and the transition to the new
regulatoty requne has i overall terms been very
smooth for LSt G I would fike 10 thank everyone
involved tn the programime which was a truly
collaboratwve effort across the Group and provides
uswith further opportunities to differentiate
ourselves with our customets

tmipartantly MEID 1 embeds and recogrises Open
Access as a key principle n inancial markets, and s
one we have been operating under for a nurmber of
years The new rules will introduce greater competition
infinancal markets, promoting transparency and
innovation while helping to teduce casts andleading
to better risk management Qur Open Access
philosophy positons us well as we have a proven
track record of operating businesses in partnership
with our customers As we stated 11 our lovestor
Update n June & number of these bustriesses

such as LCH CurveGlobal Turquoise and MTS, ase
already beginning to benefit from the new MIF1D 11
environment and we expert that they will be able

to turther grow theu customer offerings

Intellectual Property

In our Information Services Business, FTSE Russell
continued to perfarm strongly delvering double-digit
revenue growth up by more than 30% Thisis

a consohdating sector where FTSE Russell has

sure essfully differentiated itself thiough its global
reach and breadth of offering with the acquisition

“We continue to
successfully execute
our strategy to grow
and diversify the
Group, operating on
an Open Access basis
N partnership with
our customers”

David Warren
Intenim Group Chief £ xecutwe Officer

of The vield Book FTSE Russell 1s the most dwetse

ndex business giobally in product terrms and1s 1
well positioned to seek to benefit from the strang

underiying ndustry ttends including the demand

for broader mulil aseet capablities As aresult FTSE

Russell has further enhanced its position as a leading

global index provider with approcamately US$15

trhion ot assets henchmarked to 1s indexes

Indexes are fumly ernbedded acioss the nvestment
process and FTSE Russell has the abiity to provide
custamers with a comprehensive produc t range and
a deepet data and analytics offenng Institutional
clients remain the core clent base for FTSE Russell
The decisions made by these chents around mdex
selection ivestment products and strategies have
a great influence on the entire investment sector,
creatng a demand for products and services to
execute the strateqies for example ETFs and
structured products tacking the ndexes they use
Currently, over US$600 Billon of ETF assets under
management track FTSE Russell indexes FISE
Russell 15 also well positioned m emerging markels
with a strong track record of developing country-
forused benchmarks A number of ndexes and
partnerships were launched over the year mcluding
inMalaiysi@a China Tawan and Squdh ratia

The combination of client relationstips and product
capabities also drves innovation oftenin
partnership with our custormers n areas such as
environmental, social and govei nance [ESGY Fof
exarnple FTSE Pussell announced that the world's
largest pension fund The Government Pension
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Investment Fund of Japan (GPIF) selected the new
FTSE Blossom Japan Index as a core ESG benchmark
The index uses | 15F Russell s mpovative ESG Ratings
data madel and mghhghts a grawing trend among
asset owners to nlegrate ESG considerations into
their investment strategies

Alsowithin Information Services Unavista the Group s
platformn for all matching vahdation and reconciliation
needs continues to help ¢ 6000 chents from around
the world to meet ther regulatory teporting including
additional tequrernients under MIFID 1T

Risk and Balance Sheet Management

Inow Post Trade busmess. LCH Group achieved
another strong performance with record volumes
acrass multiple clearing services in 2017 drven by
new, business as well as addinnnal Flow from exasting
customers Swapllear cleared over USE70 milhion of
notonal driven by <igmificant on-boarding of new
clients across Europe the Americas and Asla Pacific
The SwapClear service now has more than 100
members and over 200 dealers dearing 1 55 counthes
and remains the leading OTC 1ates hguidity pool ir the
world Compressionvalumes diso continued o nse
with over US$600 thilhon compressed up 594 on 2016
afurther example of how the cycle of trading clearing
and compressing s becoming INcTeasimigly routine
The OTC cleanng services deliveted good double-digit
tevenue grow thin the year

| CH1s well-placed to address capital and margin
thallenges prevaling 1n the vast FX market which
trades around Us$3 trilhion a day The introduction
of new bilateral margin rutes has been 4 catalyst for
members La start centially cleanng with over US$11
trihon innotional cleared through ForexClear in 2617
compared to US33 2 thilhon in the previous 1jear The
search for greater efficiencies 15 alse driving growth
Ll H s tepo and D5 cleanng services which bath
continued to expand thew product offenings LCH
Swaphgent a new service for the non-cleared
derwatives market processed its first trades and
also extended the officiencies and infrastructure

of cleanng to the nan-cleared Cross-Currend y Basts
Swap market

The Group s post frade serviees i [taly alsorecorded
agood performance with kionte Titol: delivening the
benehts nl 175 toils members

Capital Formation

I SEG S 1ange of debt and equityy markets prosides
fums across the giotie with g ess 1o deep and hquid
posle of capital O markets 1 ondon and taly
helped companes 1arse over §4q billion mnew and
furthien 1msues welcoming companes such as et
Alhed nsh Bank and Lddie stobart London Stock

Strateqic Report Chief Executive’s statement

Fxchange was the largest European exchange with
108 IPOsan 2017 and second giobaliy by money
ravsed The ongoing success of London s AIM market
which saw 3 near 45 ' increase in new capital raised
15 also being rephcated on AM Italia with 24 new
adrmissions in 2017

Our commitment to support growth SME compantes
was also demonstrated through FLITE which has
continued to expand globally with partnerships
secured Inwest Afnca Brazil, China and Saud
Arabia i 2017 We also confirmed the launch of

the first ELITE Basket Bond which 1s made up of

1 innovative [tahan ELITE companes Over 200
compantes from across 27 countnes are now part

of the LLITE community and we expect this number
o Continue to grow ovel the coming Leal

In May we launched ou new International Secunties
Market (1sMy i London an additional market for the
isstance of pnmary debt targeted at instifunonal
and professional investars with a hedlthy pipehne

of 1ssuers London Stock Lxchange also continues

1o be at forefront of nnovative green finance with

the numbier of green bondsssued double that of

the priot year

CurveGlobal the new mtetest rate denvatives
platform has built & firm foundation since launch
reflecting a growing appetite for more capital
efhicient and open alter natives to existing denvatives
trading services CurveGlobal 1s proving itself to be a
highly efficient differentiator i the exchange traded
derwatwes space offering genuine chowe and
liquidity to the mnarket Productive partnerships with
inter-dealer biokers and technology providers are
also helping to inctease flow Lo the platform
Significantly 1n the context of Best Dxecubion iules
under IFIT I ¢ urveGlobal products isted onLSE
Dervatives Market (1 SEDM1 continue to be best price
of hed the majonty of the ime

Qu pan-European trading platform Turguoise 1
warking with ¢ustomers as thety adjust thew trading
strategies mresponse to MIF LD 11 Turguonse Plato
Block Discovery lor example sef new recards
201, with total value tradecd i the year up 600
tev£54 5 hiflion

LSEG Technology

The roain Tocus of Tec hnology st underpin and
suppon the developrnent of I fiouse solutons oo
rapital markets cleanng and information businesses
our technology combimedwith our decps expertise in
financial marketsanfrastiucture enables us to deliver
markel leadhng setvices that pat us at the torefiont

of new productideas anchinnovation In ¢uli we
annaunced that we would bettes posibion aur
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technology offening by bringing several products and
husinesses together under a new LSEG Technology
brand Aspart of the re-organisation we diested

2 smadll techinology assets as we focus onthe key
developrment opportunties ahead

We have continued to work on the application

of arange of emerging technologies including
distributed ledger technology cloud enabled
camputing machime tearning and big data LSFG
takes an af tve vestment approach where we
seek o combine the best of o demain expertise

in hnanoal markets infrastructure and technoiogy
with the best of the partner compames we choose
towark with For example we are collaborating with
1BM to create a chstnibuted shared eqistry contaimng
arecord of dll shareholder transactions and helping
1o open up new opportuntties for trading and nvesting
tor Ewropean SkLS

Summary

LSEG operates n a dynamic glabalindustry and
there will continue to be both new challenges and
opporturitiss ahead LSEG conlinues to perform
strongly 1n an evobang macroecononig regulatory
and poltical envronmient mcludina Brexat “with the
UK set to leave the EU i March rext year 1SEG hasa
tespansibility to ensure the orderly tunctiong of ow
markets and tu contribute to the financial stability of
the global econorig as o whole LSEG curtently serves
cherits n a number of geographies across the United
Kingdom Europe Urited States and Acia and as such
we have plans and options for continuing to provide a
searnless service 0w partnership approach with our
customers continues to enable us to undetstand ther
needs against a changing regulatory and market
backdrop and to develop owr products and services
to help oun chents with the challenges they face

In surmmary our strategic ambition remains the
same — to deliver best in class capabiities drve
gtohal growth and develop our customes partnershp
approach 0w heghly capable and expenenced
managemert tearm remains focused on the
opporunities ahead to deliver the hnanal targets
we have sot for the next 2 years while at the same
tirne continuing tnanvest and expand The Groupys
well postioned for further successful development
and growth

Worat L

David Warren
Iberam Group b bnef |xerlitie
2 Mareh A0TH



What we do — our business model

London Stock Exchange Group (LSEG} is a
global inancial markets infrastructure
provider which aperates in multiple regicns
n order to meet our customers' needs
Headquartered in London and with significant
operations elsewhere across the world in
North America, Italy, France and SriLanka,
the Group employs approximately 4,900
people Global presence is also reflected in
the geographical distnbution of our income,
with 40% in Sterling, 32% in Euro, 26% in
US Dollar and 2% in other currencies

The Group plays avital economic and sonal

role within the global economiy through its
iiterconnacted businesses enabling companies

10 access funding for growth and developrnent

rmake informed iInvestment decisions and manage
financial 1isks Inturn on a broader macro-econormc
basis this provides greater efficiency in accessing
and rmanaging capital helpimg to fund innovation
generate wealth and create jobs

How we add value

Our businesses are formed of intetconnected
busmess areas 1) Intelleciual Property 2; Rigk

and Balance Sheet Management and 3) Captal
Farmation Our presence actoss the inancial markets
nfrastructure value cham altows us to provide 4
platform for serving custorners at each and every
point and meehing a wide 1ange of ther needs

The model below shows our businesses and the

key connections between them

Intellectual Property

~ 0w Inforration Seraces division provides customers
with anextenswve range of valuable nforrmanon and
data products that inform investrment decisions and
capttat allocation ricluding indexes data on prictng
trading and valuations

Risk and Balance Sheet Managewnent:

- The Group offers a full range of cential
counterparty (CLP) clearing services and collateral
managerment solutions whch proide strong rsk
management and captal efficiency benefits These
allow ow buy-side and sell-side customers 1o
operate more effectively enablmg neregsed
trading anid investrnent acthities

Capital Formation-

- Our Primarny Markets prowide chowce and
connections between a wide range of 1ssuers and
nvestors: enabling domesiic and inter national
campanies to raise captal effectively

- Our Secondary Markets provide ligund and
deep access 1o inancial secunties to enable
npraved price formation transparency and
trading efficiency

Group Technology

supports the 3 business segments 1t delivers iinancial
markets nhastructure 1T to vanous businesses within
the Group This IT comprises tesilient secute high
perfor mance trading platforms, post trade platforms
real trne market data hosting and other infrastructure
products and setvices It also provides these senvices
tothud parties atound the world

Our activities across the financial markets value chain

Data and anafytics

LELONTARY MARKETS
Our markets and systems provide all mmartke:
parucpants wath efficient hquid ana deep
access to financial secunties for the purpose
of rapital allocanon and nsk fransfer

=d CAPITAL FORMATION
— )

PR OMARY MARKET S (CRPITAL RETSING,
Our central function 1L to bning together
rompanies seskang capral with irvestar:
from around the workd

e toneen
& Turquoise

TRAD NG .

=25 Borsa lalan,

ms

CURVEGLOBAL

Tracing
data

t nform

trading and Listed

nvestment amnd RISK & BALANCE SHEET MANAGEMENT Company

derisions and trading
data

Services

GROUP TECHNOLOGY

Central Counterparty iCCP1 cleanng seniwes
Custody and seittement
Collateral management and awset semices

INTELLECTUAL PROPERTY ‘l
<

‘ The Yield Book

0 MERGENT

We prowde customers with an extensive range
of valuable and rehable mformatior and data
products that inform ther nvestment and
trading decisions

The Group offers a tull range of post trade services
pronding nsk and balance sheet manaaerment
SGULONS 10 @ range )f custamers

LCH ccac
Product
Monte Titoli dleartng
data

Real Thme Data

Al f our businesses depend on technofugy that us secure stable and performs ta high
levels of acc uracy and throughpat MillenmumlIT develope flexibie low-cost fugh perfortnance
trading market survesllance and pest trade systerns as well as network 2snnectivity

LSEGTechnology

Annyal Report December 2017



Strategic Report What we do — our business model

What makes us different - our competitive advantages
In addition to providing businesses of scale across the value chain our business model incorperates 2 key
apprnaches that differentiate us from competitors i the global financial market s infrastructure industry

Open Access
— Open Access Is the principle which hes at the heart
of free and far maarkets and 1s enshrined in MFID 11

—we helieve custorners should have the choce
of where they place thew business [npa icular
we supporl non-discrimnatory access to trading
and clearing udrastructures as we beleve this
provides greater market effiicienoies by reducing
fragmentation and barriers to senvice uplake

- Wwe provide decess to all of our markets and products
for awade 1ange of users including those that offer
competing services (o parts of the Groun Access
e our senaces 15 not conditional on taking a suite
or bundle of different setvices This open access
APPTOAL N 1510 conttast 1o most other exchanges
and capital markets frastruclure providers

Examples

L. onades sicanna se toestoanurmnber

N2™ 1 A e s B P TR Aty
e adnc venue: su s Nes G, ol Nt

ano b Doraps Boquis -

FTSF Rassnlale boonoreemdessst. rhe

LaTRaAnaE opetatore suchiec LB the S and e
SN e ST R Ermhanas emabin the

“ade d2matto = o onl.

[NV M

Chased e mdeser

Custorner Partnership

- we believe that aligring our strateqy services
and products to the needs and niterests of our
customers 1s central to supporting long-ferm
value creation enabling innavation in products
which can be rapidly adopted

— [N some businesses we are JaInt ow ners with our
customers which helps ensure conttinued relevance
and uptake of the business within the operating
landscape and targeted development goals

Examples
Seser ot aur nperating oompanies such as lv i

ur eGeobal ang RATS are - e ned and

Ta3al
Qo o naL mparTiership e b staomers who

i = el 1 IRy share 1olaet mterest 1 k4 by

Trese sUvers play an as e tole 1 chapimg the
wery ey frerod by these bosinesses fon the heneit

v all asere

NECD HELP?

Like anyindustiy global fimanaal markets
nfrastruc tare hias 1ts own urigue language
tor that reason, we have included a glossary
on pages 162-165

what we need to operate our businesses and deliver value
There are a number of factors Lhat combine (o give us compehitive advantages

Intellectual property

0w propnetary data and the resulting anaiysts
qenerated actoss o busimesses delver value-add
products and services that strengthien our
custamers ability tomake informed Tisk

trading and investment decisions

Risk management

The managerment of sk 15 fundamentat to
maintaining oul 1ole ay a dversihed global firanc ia
matkets nfrastiucture preatedor in arder to maintam
stakeholder ¢ onfidend e nour businesses

Technology

Secure and stable tngh-perlormimg technolnagu s
cntical to the operation of the Groups busnesses
WE CONLINUE T Invest i ot teehinoloqy v order 1o
rmamtain anrl ¢ nhance the guabity resiience and
effeiency of our platforms while alsacreating
INNe AEI0EFOSET L& A 4 LstormieTs

Regulatory expertise

rany of the markets we operdle are highly requlatedd
and subject 1o ongoing requlatory change We have
proven expertise In operating transparent efhcient
and well governed market infrastructure i regulated
matkets globally providing services that are trusted
indenendent and resthent

Customer trust

Ou relwork of customers and the i ongerig mpuat
te, and support for our businesses are vital 1o

ot ability Lo provide efhoent finanaal marlkets
infrastructune across the value chaim and underpin
rUstmers suLcess

Peaple

M people are at the heart of what we do
cormimitted to artracting developing and retaimng
excephional tatent and capatiities 1 otder 10 deliver
o o stralegy

Weare
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CAPITAL ALLOCATION FRAMEWORK

we use an established internal capital allocation
framewaork o help us deterrmine the most effective
use of capital io support growthin the business
ncluding wwvestrnent 1 new products and services
and also acquisitions to further enhance Group
capabilities The returns frorm such investrments are
benchmarked against alternative uses of capital
ncluding distnbution of ¢ ash to shareholders



Overview of Group act

This page shows our business areas and
activities across Intellectual Property,
Risk and Balance Sheet Management and
Capitai Formation. The tables describe who
are cur customers, the revenue drivers and
key perfarmance indicators.

INTELLECTUAL PROPERTY

INFORMATION
SERVICES

des @ wide tange of inforr
products including indexes and benchmarks
fime pricing dat

ting and 1eco
Grouptotal income: 38%

TOTAL INCOME CONTRIBUTION

SUB-SEGMENT

@175 Hussell
Trigees
Real [ime

£736™ i

Inforrnatim
2016 £595m

CUSTOMER PROFILE

FTSE Russell Indexes
— Asset owners and managers active and passwve
buy-side firms and trathng venues

Real Time Data

— Direct to trading firms and wa senace providers
such as Blnamberg and Thomson Reuaters that
ncorporate aur data with other informanan

Gther Information
— Our customers vary based on the service provided
thiey nclude banks brokers and fund managers

MBIN TYPES OF REVENUE

FTSE Russell Indexes

— Subscription fees for data and analytic services

— Asset inked fees for passive funds and dervatives
tracking indexes

Real Time Data

— Fees primanly based on number of termnals
taking our real time price and trading data

Other Information

— Fees vary based on the nature of service provided
maostiy subscriptions and hcence fees

FTSE Russell Indexes

HIGHLIGHTS

- The Yield Bock and Cit Fixed Income Indices, leading
providers of analyties and fiked income indexes
globally and Mergent acquired

- Worldwide assets benchmarked to FTSE Russell

ngdexes ncreased to US$L5IN

KPIs

~ ETF assats benchrarked to FTSE Russelt indexes

2017 US$S24abnN (2016 USHLS2bny

Real Time Data
KPls

- Nurnber of profescional terrmnals taking
Group data 2017 180,000 (2016 200,000)

Other Information
HIGHLIGHTS

- Unavista and LEI have both seen good growth
as firns prepared for MIFID 11

RISK AND BALANCE SHEET MANAGEMENT
POST TRADE SERVICES

across multipte
ring mernbers anc
th trading

Group total income: 29%

TOTAL INCOME CONTRIBUTION
SUB-SECMENT
® 0T Cleanna
MNan OTC
— e Fleanng and
m el [evenue
5 6 2 Mef freasury
Ty tarws sind
2016 B44TmM e Income
CUSTOMER PROFILE
Clearing services

- Aworldwide base of banks brokers and fund

manager firms for OTC derwatives and hsted
eguities exchange traded denvatives fixed
IMcome and commoduties

MAIN TYPES OF REVENUE

Clearing and related services

— Fees hased on trades or contracts cleared
and CCP services provided

—~ Fees for SwapClear interest rate swap semice
and other GTE denvative cleanng prmarily
based on membershup fees or client trades

- Fees for managmg non-casth collateral and
COMPression services

Net Treasury Income
— Net interest op cash held for margin and
default funds

Clearing services

HIGHLIGHTS

— SwapClear continues to grow with record clearing
and compression velumes

— ForexClear saw S new members join the service
alongside record cleanng

- LCH Swapagent a new service for non-cleared
dernatives saw ts first iTades in September 2017

KPis

SwapClear notional cleared 2017 US$874tn

(2016 USH666tN)

SwapClear notional cornpressed 2017 USS609tn

(2016 USH384tn

SwapClear Chent trades cleared 2017 1,227,000

(2016 952 00Q)

RepoClear netional cleared 2017 €82.51n

(2016 €708tn

Average cash collateral held 2017 €£84.5bn

12016 €67 Dbn)
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RISK AND BALANCE SHEET MANAGEMENT

POST TRADE SERVICES
CC&G AND MONTE TITOLI

Offers efficient clearing, settlernent and custody
services for cash equity, derivative, comrnodity
and fixed income markets, mostly in Italy.

Group total income: 8%

TOTAL INCOME CONTRIBUTION

SUB-SEGMENT

@ loAnng i1 s
Semient
ety
m avlben
Komte hioh.
MNet Treasury
2016 £147m e
CUSTOMER PROFILE
CCHG

~ 148 members maimnly banks and brakers
of whizh 50% are hased cutside ltaly

Monte Titoli

— wide range of ltahan and mternational banks
and brokers fur both on market and OTC trades
Issuers of equity and fixed mcome products
iItahan and mternatianali

MAIN TYPES OF REVENUE

*

, Clearing - CCaG

E - Fees based on trades or contracts cleared and Central
Counterparty (CCP) services provided

~ Netinterest on cash and secunties held fot margin
and default funds

Settlement and Custody — Monte Titoli

~ Revenue mastly from the settlement of equity and
fixed income trades

— Custody fees are charged on thessuance of an eguiy
of fixed Income instrument when dvidend and interest
payments are made and on any corperate action

£caG

HIGHLIGHTS

— CL&G signed cantracts to provide CCP hosted solutions
ta COP A Austna Casablanca Stock Exchange has also
selected CCAG for a CCP development project im 2014

KPls

Number of eqity and denvative contracts cleared 2017

108.3m (2016 129 6y

Average mnal margin held 7017 €11.1bn

12018 €12 1hm

Monte Titoli
HIGHLIGHTS

- Settlement vate of 57% cf trades

HPIs

Settlernent instructions handled 2017 &b4.6m
12016 43 3

Monte Titol « assets under custody 2077 €3.2Hn
12016 £317tny

INTELLECTUAL PROPERTY

GROUP
TECHNOLOGY

Our businesses and customers depend on our secure
technelogy that performs to high levels of availability
I and throughput

CAPITAL FORMATION

CAPITAL
MARKETS

Provides access to capital for domestic and
international businesses and efficient electronic
platforms for secondary market trading of equities,
bonds and derivatives.

Group total income: 20%

% Group total income: 5%

-

TOTAL INCOME CONTRIBUTION TOTAL INCOME CONTRIBUTION

SUB-SEGMENT

& rumary ® Technlogy
Soondarng
—————— LRt 0] e rr———
_q: ’%Q ; secondary £ 1m
P H fleedincrne-
derwatiey
2016 £368m e 2016 £88M

CUSTOMER PROFILE

LSEG Technology

— London Steck Exchange Group divisions otner
exchange groups and capital market chienits

— Banks trading fums and depssitories in Eurcpe
North Amenica Afnca ang As a-Facdic reg on

CUSTOMER PROFILE

Primary Markets
— Campamies from maore than 60 countrnes a-ound

the world have come te nar markels to raise mMuney
far growth together with ssuets of bonds ETFs and
Other mnstruments

Secondary Markets
- Sell-side baris and brokers and buy-side nvestors

worldwide trading on the Group s equities derivatives
and fixed income trading platforms

MATN TYPES OF REVENUE

LSEG Technology

- Sales of captal markets software including trading
market survaillance and post taue systems

- Fees for network connections setver hosting and
systerns supplied by Group busmesses

j MAIN TYPES OF REVENUE

| Primary Markets

- Admissior fees for imtial Listing ar raising
further captal

- Annual fees for secunties traded on aur markets

Secondary Markets

— Fees based on value traded ' UK equities) ov nutriber
of trades or contracts (ltalan equities ~etail bonds and
dernvatives;

LSEG Techmology
HIGHLIGHTS

— An extensive programme of change for
the implerrentation of MiIFID 11 was completed
— Integration underway nf Mergent and The Yield Book
technelggies
KPIs
Avallabihty of UK equity market duting the uear 2017
100% urtime 1c 016 160%,

Primary Markets
HIGHLIGHTS

— 194 new cornpanies yoined our markets N the yeat
2016 134
KPis
Nurmber of compames crour markets 2017 2,588
12016 2 590

Capital rawsed by rew and ‘urther equilgissues 2017
£44.2bn (2018 L24 6

Secondary Markets
HIGHLIGHTS
- JK tash equity sverage daily value traded

ncreased by a
- Bersa ftahana cash equity average daily number

of trades decreased &%
= Turqualse Platy Black Discovery vdlue traded increased
(o €54 50 2010 £7 shine
KPls
Average order book equity value traded per cayn
London 2017 £5 3bn 2016 5 b
Average numbert of eauty order book trades pet day in
ltaly 2017 276,000 2016 295 060
MTS Repo notiond, value traded €27.7tm 12010 €84 4tne

: Annual Report December 2017




Market trends and our response

Through its 3 core husiness activities.
Intellectual Property, Risk and Balance Sheet
Management, and Capital Formation. the
Group supports global economic growth hy
providing financial markets infrastructure

to facilitate safe, effective and transparent
global capital allocation, tradimg and
mvestment decisions. and asscciated

risk and capital management

Our customers are global and 1ange frorn the world s
largest financial instituhions to retail invesinrs

and SMEs, all paricipants share exposure to the
dynamically evolving financal markets landscape
which shapes customers’ needs and influences the
products and senaces that the Group provides

We ohserve a nurnber of high level trends that
continue to inpact the industry and shape ow
strategy and plans

1 Globalsation and growing global wealth
¢ Changing tinvestment behaviours

3 Custorner balance sheet and opetational#aptal
cornistiainits

4 Innovative and consolidating competitve
landscape

5 Reguiatony ¢harge

A et o thvalt e Mty treerit B ol fanbita i
Cope twendial & hange PR o]

bl a alth B port 271 Tredi Sur e )

IRECW B Lo an Mo gl ok R 10 it ket 0 s b

swlalamiabl Gresadbe Shont et Re ety Todag el bollern-
G Bl RROOE ARl TR A e s Bl kR kL

et b A At T Mtk (ST Tt i oot
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1. Globalisation and growing global wealth
Glohal wealth continues to grow, with total AUM
expected to almost double from US$84 & trillion in
2016 1o US$145 4 trihon by 2025 The distnibution

of wealth has also continued o evolve through 2017
bath regionalty and across market pareipant ypes
Developing markets continue to Increase therr share
of the warid s assets - between 2000 and 2017 theu
share of global wealth increased from 11% {0 194,
and by 2022 this1s expected toteach 2274 The pace
of growth n these economies 15 expected (o contumue
to outpace that of developed markets ndicating the
wnportance of mawntaimng a global presence as
customners themselves becorme more global, and
serve a geographically wider range of chents

Implications for LSEG

The Group 15 d yinbal inancial markets mfrastructure
prceder and contmuaes to espand its presence and
e abilish partne shipsan <trategpcally wmportant
requeins to serve custommers Of particular focus are
the LS ang fisie ac smphastsed bu the acquisitions
of Mergent and The ywld Beok and numeraus
stidte n¢ partnershps within China and Indie which
faciitate access 1 remerqinag markets through

Ut hhs

W a0 Duldding o glebal nter connected elatinshie
Management appicar b with cammonalty anross
busmesses and rustomer seqrnenis This s refiedted
mhath out oprrations v ith ofhees n 1¢ rountres,
ang the distnbutson of our incotie by cwrrency

abach soncreasngly dwetahed

Credit Suisse Global Wealth
reports 2013-2017
Total wealth by region US$ tn

e 280
1 o A4 &b
L P A 2006 2017
Affia @ Asia-Pachc @ China @ Eurpe

@ ndia

Sane GEba® A gt fap orn At

@ Latn Amenca NOrth Amernca

Sroi See Lt

2. Changing investment behaviours

while the market 15 starting to observe an uptick in
global econormic growth |, there vemamns elevated
geopalitical uncertamty and low volatity
Accardingily investar needs and services requined
from infrastructure providers are evolving lavestors
are utiisng products that facilitate low cost
investment driving the observed trends in movement
of AUM from active to passive management through
tracking vemncles such as ETPs The global ETP miarket
has seen & fva-fold rise i AUM over the last decade
and 15 expected to continue to ncrease through 7018,
with portfolio managers seeing the potental for
a5501€ 1N passlve Management to almost doubie from
the current level of 22% + Thewmportance of data,
technology and the innovations and efficiencies that
ran be provided with new rools 15 Increasingly
understood by customers who are requinng new
servicaing and commercial models to maxirmse the
oppartunities presentad

Alongside this the Environmental Social and
Govetnance (ESGY space has receved sigruficant
attention 1eflecting both investor appetite to
ncarporate aspects of Sustainable Investrnent into
strateqies, and politwal support from lequsfation and
Initiatives, such as the UN Pninciples for Responsible
Investment and 2015 Pans Agreement

Implications for LSEG

LSEG = well posihionied for the anticipated further
Jrom th im gseets withm passive investment thracdgn
out FTSE Russel bus,mess s Jow cost scalable
model aswell a<its giohal presenc g and sal=<

Juv g quisttiune of Mergent and The Yield Book
expanded our abilty to provide customet selutiors
n addmonal asset classes with The vield Book
increasna the AU benchmarked to our mdexes
to 6 USS1a trshion

Aaditionally the Group s Sustanable Investment
rmaodels have helped numerous customers launch
E5¢6 produd t« and 1arse capieal tinough Gieen Boras

o prudict whose proile continues tn ncrease

Global ETP Flows by Asset Class

2013 through 2017
us$ bn 633
I
751 378
1 1 %67
——
2467
A0 2uls s 2016 2017

® Euuty Fixen Income @ Ciner
Senn b Bl Bk Glinal LIE Lo cagn Bonshe oy o

Ler inte1 ool Blackbodk 51s,
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3. Customer balance sheet and operational/
capital constraints

Recent regulation such as MIFID L Fundamental
Rewview of the Trading Boek IFRTE and EMLE fias
wteratively developed, @and naw ¢ aptures a wider
unverse of entities: these customers, dare facing
sigmficant regulatary change creating cost capital
nisk and conduct challenges alongeide difficult
market conditions Casts and operational challenges
arencreasing as aresult and custorners are evolving
thelr operating madels dnd seeking methods of
reducing inefficiencies inprocesses

Implications for LSEG
The wo anderstanils that efacen g e ko for
Justomiets for Lot opetatiinas proacesses and
auta eFRerm oy s that ther efforte san be
Ciue-TrERINS A cate] thragh groeet
siony a Timtel aent gse Cf capity
R-10 cd fragrentanon o, onschidats o
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s tradmoodlumes mde ateraei, aftect as anital
LlaTREt T BUsmessaT NETE 1S prdentia o Mo asrd
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Coalition Index revenues by business
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4. Innovative and consolidating
competitive landscape

Regulation remains a key driver of client needs

and service provision while developments in new
technologies are facilitating a veordenng of
traditional industry boundanes Combined with
the increasing client need for integrated access
points to various fragmented services these trends
are widering the defuntion of the financwal rmarkets
nfrastructure industry and thereby drving
consolidaton af praviders withm the cormpétitive
landscape and encouraging new entrants

Throughout 2017 there have been ongoing
acquisitions and partnerships across trading
nformation services post trade and technology
services, as the industry evolves wWe expect this
to continue through 2018 i particular within
the high growth areas of data analytics and nsk
rmanagemnent with mnovation and cellaboration
diving the develaprment of new solubions and
delwvening benefits ta customers

Implications for LSEG
19FG N3 hes™ autie withnm theimdasn e =/
ACTIMy Jpan e wrate Jic pallare thra g
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Strateqic Report Market trends and our response

5. Regulatory change

During 2017 sigrhicant regulatory inibatives that the
Group has highhghted i previous reports impdacing
varous businesses continued to take shape Other
regulatory iImtiatives ncreased in prorminence during
the past year and are now a sigrificant focus for us
n particular cyber secunty rules and standards the
evolution of sustainable investment rules and
products and requlatary scruting of emerging
financial technology All these imitiatives evolve 1n
the cunteal of the uncertanty caused by the UK
teferendum deci<ion 1o leave the European Umon
{Brexty and the potential for significant changesin
1S policy UOn the following pages we provide our
assessment of lkely requlatoru changes and ther
mipacts anthe Group

Brexit update

In Decermber 2017 the Luropean Comrmisston (LC)
recommended to the European Councd that it begin
discisslons on the next phase of orderly withdrawal

of the Uk fram the EU Thas followed the joint 1epaort
publication by the FU and UK on the key1ssues telating
to the withdrawal Agreement [t wds made clear that
the nstitution < position on- transiional arrangerments
was that they must be time imited and consist of the
prolongation nf the whole LU acquis Uncertarmily
continues and could impact market sentiment and
levels of actwity including 1P0s

Implications for LSEG
Lot of ¢ St ared Bresat progr amme formed
D the Droun we die @0 Jading w itb Uk ana b J

Biestt poi dleads v advie o anan al market

DRSS Atonn ol ke objeclives ave
rmaintacing condor<noston 2o g gobal iranzal

Aut prosding sentinuitg of e monde fimancia

Mirastruc ae

selIz ANT prote ing agal st pohoes ahich may
res it hagmentation af branaial markets Roth
Fotand D in authonties N4 approached LSEG and

TOQUASTETT TN =Ty Pians far sevetal Dusine<ses

SUMMARY OF REGULATORY CHANGE
- Key legislation (FMIR 2 1 and 2 24

- (L P Recovery and Resolulion

- Marketsin Financtal Instrument s Directiee!
Fegulation kil 1 3

= Ergpean superason Authonties it SALReview
— Laptal Markets Umon (O MU Green Finance

- Ll Benchirmatk Regulatinns and 10500 Princyples
- Technotogy

Horlh wmenca

13



Market trends and our response

Key legislation

European Market Infrastructure

Regulation (EMIR) 2 1 (REFIT)

The EC has proposed a review of EMIR hansaction level
requirernents Inparticular s ingreducing threshglds
for the application of the clearing obligation to
financial counterparties extending the exemption

for pension scheme arrangements and intioducing
an obligation for clearing members to provide
clearing services under Far Reasonable And Non
scrimnatory (FRAND] cormmercial terms It has also
proposed streambining trade repositores reporting
requirerments The Commussien Proposal still needs 1o
be discussed with the other co fequsiatars (Counctl and
Parbarnent) before hinal adoption

EMIR 2 2 - EU and third country CCP supervision
The EC1s proposing to review the supervisary
frarnework applicable to EU and thid country CCPs
Concerning EVY COPs, it wall provide ESMA wath new
competences allowtng 1t to 1eview national competent
authonties decisions and potentially amend or teject
thern Swmlar powers are atthbuted to U central
banks of 1ssue Concerning thud country CCPs the
text proposes o distinguish non systemie COPs (Tigr
1} that can be recognised according to the curient EU
regimie from systerrically important CCPs that have
Lo directly cornply with EMIR and are subject to direct
supervison of ESMA 11 addition CCPs considered
substantally toa important to be recogrised would
therefore need Lo be established in the EU to be able
to provide sevvices to EU customers | SEG has
responded to the Commussion Proposal, which still
needs (o be discussed with the other co-leqislators
Councit and Pathament; before final adoption

Implications for LSEG

L SEG and ite customers fidve Tansed councetn:

that the rmechamsm allows the Cormmission to
patentialiy deny the reccamtion of thod Lountry
CUPs of substantial systemic wmportance which
would penalise EU market particmants thiough lese
chonce of senvage: and face fughet niske and onsts
Infime with our key objectnes {0 pronde _ontin ity
of (rose barder finans ral <eruires and pratect
agamst pohoies which mauy resull in agmentatinn
ot financlal markets we trmader that a set of
alternative requierment« would proside EU
authonities with the tuoi€ 1o appropnately monnar
the nisks third country COPs manage i the £
market without having recourse (¢ denial of
recogmition LSEG 1< engaging with the mdustru and
policy makers to ensure the night calibration of 1R
equiternents as well as a smooth and ethcient
supersision of both EU and third county C0Ps

14

CCP Recovery and Resolution

authonlies in Eurone, North America and other major
unsdichons as well as International Standard
Setlers, are working on framewoTks fot the recovery
and resolunon of CCPs 1 the unlikely scenano where
CCPs face severe distress or fallure, this frarmework
will ensure that the entical functions of CCPs are
preserved while maintairing finaneial stabiity At

the international level, CPMI 105C01s leading a wark
stream on LCP restiency and recovery, while the
Financial Stability Board (FSB 15 conducting the
analysis on CCPresalution Final guidance friom these
wotk strearns was published in July 2017 Inthe EU,
the EC published on ¢8 November 2016 1Ls legistative
proposal for L Precovery and resolution Ths
proposal 15 currently being reviewed and discussed
by the European Parbament and the Council of the
EU Inthe US there continues to bencreased focus
by fawmakers and requiators on the systerme
wnportance of LOPs and regulation of COP reshency
recavery and tesolution

Implications for LSEG

Harmomisation of the 1equirerments for CUF
recavery plans and the mbaduction of resiution
plans prepated by the authonties responsible for
teschmy P e Tesolulion authonties should
pronade <larity on the mpact on CCPs andidentify
the (nnical functions thet) Must mantam in the
unbkely event of then faure LSEG wall Lontirne
1 assist the authanties ang prwsaidenput forn the
development of this framework

Markets in Financial Instruments Directive/
Regulation (MiFID IT)

MIFID 1115 the widest ranging of the EU leqislative
witiatves 1nterms of its impact on the Group and

its customers Scope n relation to LSEG includes
ules refating to market transparency and trading
structutes mmarket data provision and publication
trading mmarket microstructure transaction repolting
the new SME Growth Market regime Open Access
provisions, clearing houses and benchimark providers

Implications for LSEG

Since MFID ) entered inte force in January 2078
the G1oup believes that the long teymimacts have
be en broadiy edher neutial of positive fot the Capital
ratkets busmesses with Open Access potentiatly
proiding oppo tunities acrass all Grours s Jmerts,
reee cec hon tollowang on pen ACress: o

Inf anation Sences segment Unavista should
s1a1 to beneht fiom ingreased transactior 1enporting
LRDOTTUMITIES while provisions relatimg tn
distnibuton of sorme real time data may b-ad 5
surne rhange i our business and 1evenus modeiin
<l course The extra tertunal mpazt ~FEID T
on Aslan members of 1 SEG tadma vernes s kel

- become clearer n PN1A

Open Access

Open Access underpins provisions within MiFLD 11
that change the way some clearnng houses, trading
venuss and index/benchmark providers will need

to provide thew products The changes which wil
apply when MiFLD Il cormes into effect require
access 1o be provided ta all potential users of trading,
cleanng and indexes, on a non-discnimmnatary basts

Implications for LSEG

Open Access 1ermaims a key prinaipie that underpine
vt strategy and busimess modet and s fully ahgned
with the way we cuntently vperate Cun deanng
services alteady accept trades for cleanng that
ongimate fiom venues putside of the Group some
f our rading venues already movide - hoire f
cleanng through altetnative CCPs autside the

Group and FTSE Russell provides indea heences

tr a number of exchange busimesses that are
compenton s to o trading venue s

Tipen ACres INO1edses (omMpettom at1oss d
Tange ot seruices to the benehit of mvestorsana
market patticipants and petentialiy provides the
Group s relevant buamesses with Gpporiumies b
Taunch new products and attract new trading and
Cleanna fiows

European Supervisory Authorities

(ESA) Review

The EC has made proposals to signihcantly transform
EsA prncipally by empowering ESMA 1O be the
central supervisor far 4 range of new financial
entities Nciuding third country CCPs thud country
benchrmark admimstrators, and data senace
reporiing providers and also the approval authertty
for certain types of prospectus L5MA woulld also

be able to tevy fees drectly on inancial institutions
even wheie they are not drectiy supervised Howsver
the prospects for hnal political agreerment on the
proposal are lighly uncertain as thete are strong
objecttons across the EU member states

Implications for LSEG

Ranstormational change a the super sy
architecture inthe LU precents fower nnce tamties
fer SEG than other mter ational finenc g’
nstfutinns As a global inanaial market
wifrastiuctune provider LSEG is expenenced at

SEty NG eustamers argund the world and waorking
closely with multiple Tegulators across burders

we thetefole see muceh potential for mtroducing
ethoences and a mare level plagng field for
regulgtory wnplementation across the Smgle Market
through the £5A teview At the same time [SEG will
nesd turemam ennaged 10 the pulir g debate m
order toensure that decision makers are moperly
mfurmed of market structures and impacts and that
the design of the new regulatory system s
calibrated (o achieve an apm opriate halance
between pan Furopean and national superoist n
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Capital Markets Union (CMU} / Green Finance
CMUs a planby the EC that aims Lo create deeper
and mote integrated Eutopean capital markets The
CMU Achion Plan <ets out work streams designed to
untock nvestment fromithe LU and the rest of the
world improve financing for £U companies, and
Investment projects make the financial system maore
stable deepen market integration and enhan: e
competition L5EG s closely following development
of the [U Prospectus Regulation level 11 reviews on
the functioning of Lhe corporate bond market as well
a5 the Cormmmssion s proposal for a prudentiat regime
for nvestrment fitms including market makess for a
pan-turopean Personal Pension and far inhatives tu
support SME growth rmarkets The Cormmssion aims
wmplement measures resulting from all Action Plan
Imbatives by 2015

The Commission also aims 1o ncrease retall
participaticron capital markets through Chu
nthatives 1o remave barmers to retall investiment

Regarding green finance and ESG reporting LSEG
and F15E Russell continue to actively contnibute
tothis global debate in particular through the

LU High Level Expert Group and the UK Green
Findree Taskforce

Implications for LSEG

These mit atnes Tnew morease actndu gt
U Phmigty end Secondart Markeds ana may
I am - mans g Thatu ™ o 01 host trade husiness-
AAditralic een hnanoe IMAt) es oregens
=rban e omiriea pn ot tumities o FTSE

RLese BT nse e

Benchmarks

The EU Benchmarks Regulation was propased to help
restore conhidence in the ntegrity of benchmarks in
the aftermath of the LIBOR scandal and came into
effert January 2018 Bulding on the printiples
agreed by [0SCO the requiation will impart
benchrnark users contributers and adrmstiators
Apart fromnterest rate benchmarks 1t also covers all
benchmarks used to reference hnancal instrurments
admutted totrading o traded on a regulated venue
sichias enetgy and corrency detvatives: thase thal
are usedin inancial contracts such as Moitgages
and those that are used 10 measwe the pesformand e
of invesrment funds The requlation enshnines the
G500 Principles and we view the new 1ole gpt
positively as it rases, standdrds across the industiy

Implications for LSEG
[ Sy Limry ek
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Strategic Report Market trends and our response

Technology

The £ proposed a requlation on a framework for

the free flow of non-personal data inthe EL and o
requlation on European Unon Agency for Network
and information Security and Information and
Cormnmune ahion Technology rybersecuity
certificalion LSEG has responded to the Commission
Proposals which still need to be drscussed with the
other co-legislators (Council and Parhament; i view
of final adoption

For ihe inancial sesices industry tegulatars in
mapr Junsdicions are closely momtonng and
considening regulalory framew orks on emerging
financial technology (FnTechy) tnparticular the
potential uses of distnbuted ledger technology
cloud computing and artificial nteligence

Implications For LSEG
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North America

Umted States

Certain financial services reforms put n place
under the Dodd-Frank wall street Reform and
Consurner Protection Act of 2010 will conlinue

to be teviewed by Congress and the relevant

Federal agencies There are several legislative
popnsals that If passed ould mpact owr business
operations in the LS parbicularly our post

trade and ¢ apital markets husinessss

weternain closely engaged with the CHIC s nwn
mtiative 10 seview Lhe agency rules and requlation: to

miprove the elfec tvene ss of ther applicatn Arelaterd

CETC report wath recomimendations s expected this
yedr The LS Treasury report entitled A Finangat
Systerm That Lreates Foonormic Oppartunties Captal
tarkets published n Ocinber 2017 provides
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recommendations for Congress and relevant financial
SEMvICes agencies 1o beqinmplermenting some of the
Us Treasury s recornimendations n in with the
Administrathion s goals

Implications for LSEG
AlthiiLghithe 1rmrg and sulistantiee prowsions
VAT AN e Al ot b s sapedted that bnal
presis s conld nvoloe reasthat duecthy o
mdrectlympet aar post trade infurmation
AT Los and capital matkets businesses a< well
F~partitpantan o mark st We donot anticipate
anu Mo effrrratcretnot the mandates for

enital clearng *uertam saaps

Canada

The Capital Markets Stability Act (MSA) a package
of reforms to address systermic sk n the financial
systern including benchmarks and CCPs remains
undet 1eview 10 the Parhament At the requlatory
level the Canadan Securimes Adrmmistiatons
wnplemenited a mandate 16 clear certain classes
obinterest rate swaps in 2017 Although the mitial
impact has not substannally increased cleared
volurmes from Canada we are closely fellowing

the review of these provisions

Implications for LSEG

Althaud® the timimg and substantive prowisions
SFthe (1ASE grent Cemtair, T rther developmient
anrassag. of thes- provsions coald drectly or
e til mpact Jo pest trade and nformation

FLIGIMEL R 38wl AY LATTLTATT Ul Thatked s

FURTHER INFORMATION

rore detail s provided in the table at the back

of this 1epott (pages 166- 1671 that shows a range
of 1equlatory developments by business area
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Strategy in action

VISION

To be the most trusted expert in global
financial markets.

STRATEGY

To achieve this, we continue to strengthen
our performance as an innovative,
customer-focused and collaborative
organisation, delivering high value
products and services across the
financial markets value chain.

Open Access, partnerstup approach, customer service and operational excelience remain
key foundatwons for the Group's growth and our activities are aligned to these piinciples
Delivery of our strategy 15 embodied within our 3 strategic pifars drmang global growth.
developing out customer partnership approach and dehvering best 1n class capabilities

FURTHER INFORMATION

For further information, including
video and audio of the presentations,
please visit Investor Events at
wwwlseg.comiinvestor-relationss
investor-events

STRATEGY

Driving global growth

As a customer-focused organisation, we
benefit from deep and broad relationships
with market participants globally This
drves product and service innovation

and, combined with our ability to respond
effectively to secular trends, creates growth
apportunities across the financial markets
value chain

Progress — Selected Examples

~ LSEG completed the acquisitions of both of The
Yield Book and Mergent 4 leading provider of
company wformation and analysis entiancing
our data and anaiytics offening across asset
classes and sectors

= 0ur 5 yeal revenue runtate synergy target for
the Russell Indexes (ransaction was acheved
more than 2 years ahead of 1arget

- LCH Naunched new products 1o tactlitate clearing
for buy side market paticipants such as
Sponsored Cleaning in the RepoCiear service and
Custodial Segregated account structures workiry
with Euroclear

- LSEG s Primary Markets saw a good year for 1POs
the teader for number of IFOS 11 Europe we were
chosen for 2 of the top 3ssuances by size
waorldwide and we placed fust in Europe for
further 1ssuance

-~ FTSE Russell created numerous products for
sustanable and emerging market s iNvestment
with kaunches including the FTSE Global Omate
Index Senes and the FTSE ESG Inder Series ang
wdexes for Ching A shares

- ELITE continued global expansion through
agreements with China and Brazil and agreernent
was reached to launch the programme across 9
countries n West Africa

- FTSE Russeli < Blossom Japan index was selected
by the Government Pension Investrment Fund of
Japan the world s largest pension fund with over
USEL 3trdhonin assets as its core £5G benchmark
throughits flagship fund

:p Avmual Report December 2017




FTSE Russell Indexes

P TSk Russell 1s a global index leader that provides
inngvatve benchmarking covering 98¢ of the
irwestable rarket wath approximately Us$15 mihon
assets benchunarked 12016 US$12 5 tnllion) FISE
Russell 1s embedded n the entire investment process
and calculates hundreds of thousands of indexes for
nvestars to henchmark markets across different
asset classes styles and strategies 1t has built global
relationships and 1» used by the majonty of the
world s top flnancial institutions and then clients
including the top 15 vwestrnent banks 87 out of the
top 100 asset managers and a8 oul of the 50 Targest
LS plan sponsors

ETF assets under management
benchmarked to FTSE Russell indexes
US$ bn {year end)

624

ESR N hoT /1 2017
Indune 2014 1 15F Russell presented at a Group
Investar Update where senior rnanagers from
ndvidual business areas discussed the benchmarks
and analytic s landscape dentihed futuie growth
drivers and set out our rud-term outiook InFTSE
Russell we see double-dhigut growth continwing to
2015 and sustainable and attractive margms over the
samie penod The event presentation and videos are
avallable on our wehsile https:/fwww.lseg.com/
investor-relations/investor-events

US'$15_tln

strareqi ket Information Services

FTSE Russell s sales and service tearms are fully
integrated to form one global team that 1s closely
aligned and Mahly engaged with our chents We
support chients around nvestment strategy asset
allocation and sk imanagement challenges to
meel their investment objectives

FTSF Russell earms approxumately 60 - of itsrevenue
from index data subseniptions comprising heences
data services and analytics with tugh retention rates
The remeanming 407 15 earmed from asset based fees
with revenues based on benchrmatked assets under
management (AU for FTFs passive funds and
rontracts traded for mdex denvatives

In 2617 revenues increased by 33-- 10 £546 million
2016 £409 rmilhony up 15 nnan orgame constant
currency basis due to continued strong dernand for
our benchmaiks including data and analytics and
strong grosthin the ETF market Upon the
wtegration of FTSE and Russell Indexes after the
acquisition of Frank Russelt Company in 2004, we set
a3 year 1un 1ate cost synergy target of US$75 milhon
and a 5 year run rate revenue synergy target of
Ust48 milion These targets were both delivered
ahead of schedulen 2017 with the acguisitions
duning the year of Mergent and The Yield Book and
(it Fixed Incomie Indices the focus gomng forward
will be integrating both busmesses into FTSE Russell

F1SE Russell1s a leading provider of indexes for the
ETF market with US$624 billion benchrmarked 12016
153432 balion) This is one of the fastest growing
Investrnent classes with a b year CAGR of 217 This
year 7 companies 1ssued their hirst ETFs aganst 1 TSE
Russell benchmarks including Fidelity and Franklhin
Termripleton FTSE Russellis atso aleading mnow ator
and prosader of smart beta or faclor-based ndey
solutions ETF assets benchmarked to FTSE Russell
smart beta indexes m 2017 ncreased by 26 ' to
US$190 bilhon 12016 US$131 buhont

2037 also saw a nuimber of other sigmficant

ac fnevernents with the geograptical expansion
of FTSE Pussell s setvices and increased seloction
of F15L Russell ndexes tor ETFs For example in
July 2017 the world s largest pension fund the
Gover nment Pension Investment fund (GRIF) of
Japan selectedd our new FTSF Blossorm Japan Index
a5 core LG benchmark The increased uptake
benchmarking of ESG indexes demnnstiates the
increasedd demand for and shift to ESG Tactors in
mvestrnent cntena
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Inthe Us futures and options ate traded on FTSE
Russell indexes, Choe trades options while in 2017
futures o the Russell 2004 index began trading on
(ML s Globex platform demonstrating the Group s

open access approach

InChina the first mamland China ETF tracking
the FTSE China A50 mder 1ssued by Harvest
Fund Managernent was histed on the Shanghal
Stock Exchange

In 2017 welaunched the FT5L ltalia PIR Mid Cap
Total Return Index a benchmark that measures
Lhe pet formance of Itahan compames matching
the requuerments of the new persanal savings plan
{PIR: Law introduced i ltaly

I the Middle East the T TSt Saudi Arabia Inclusion
Index Seres was launched with global reqonal and
tountry-level indexes designed ta support domestic
and uter national investars inesponse to regional
growth and the opering of the Saudr Arabia capital
market to Qualified Foreign Investors

FTSE Russell indexes are icensed globally for
denvatives trading v across burope Narth Amenca
and Asia Duning the year 210 mulion contracts
benchmarked to FTSE Russell indexes wete traded
5% lower than the previous year with incredsed
actty in the Us offset iy lower volurmes i Furope

The European Regulation on indices used as
Benchmarks 1n Finanaial Instruments and Finanaial
Cantracts (the Furopean Benchrmark Regulatwni
apphed from 1 January 2018 FTSE International
tirmited submitted an apphcation at the end of 2017
to the FCA tobe authorised as an EU based
adrrumstrator of benchmarks

Uss624

' T
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Informatlon Services

Real Time Data

Cur Real Time Data service provides primary reference
datafor Uk and ltalan markets 1ts tick-by-tick data s
used by traders brokers and fund managess globally

Prafesstonal terminal usage across the Group declined
to 180 000 from 200000 w 2016 with LSE at 63000
(2016 /2 000) and italy at 11100012016 128 000
with the reduction largely in lower yleld terrminals

These declines have been otfset by focusing on
enterprise hcensing and the use of non-display
applications including algenthrmc/black-box trading
and trading products such as contracts for difference
and swaps that are pegqged to LSE trading prices

LSE and Borsa Italiana terminals
thousands (year end}

21 FI P A

131 13 132 128 180
: i

2013 el A Ailn 2017

® [SF tenminals
Barsa ltahana termirals

other Information

Unavhsta

Unavista 1s LSEG s regulatory reporting platform for
allmatching validation and reconcthation needs 1t
provides business salutions designed to help firms
ncrease efficiency and reduce operanional and
regulatary nisk across all asset classes in 2017 the
user base of Unavista continued to grow with 100 000
usérs and o 6 000 contracted chents from around the
warld using the platform (2016 1 500]

22

Unawista s MIFID 11 Approved Reporting Mechamsim
[ARM) becarme a MiIFIR-approved ARMAN September
2017 and was lve for the implermentation of MIFID 11
Unavista extendad its commtiment 1o partnership
open access and product innovahon launching a
Pattrier Prograrnme tg combine memtber furms
expertise ahead of the introduction of MIFID []
Across the year the programme grew to S0 pariners
and was extended to incorporate other glabal
Ttegulations including Market Abuse Regulation {MAR)

Reference Data

SEDOL 15 nun global rulti-asset class numbenng
system providing reference data and urque
dentiication codes for global equity derwatives and
fixed ncome secunities The SEDOL Masterfile Service
database provides cienits with access to reference data
on 16 million ive securnihes London Stock Exchange
LET Limited 15 & fully accredited Local Operating Uit
ILOU for the global allocation of Legal Entity [dentifiers
(LEl} These codes umquely dentify every legal entily
or structure nany Junsdiction whichis partytoa
financial transacnion An LEL s mandatoryfora
number of global regulations and Unayistas
technolegy 1s beng used to allocate and mamtan the
codes Since thelaunch i 2013 we have berome a
Ieading LOU and have allocated almost 150000 LEis
across b continents (2016 44 000) with the recent
upsurge nallacation due to MIFID 11 transaction
reporting obligations

Regulatory News Service

Regulalory News Setvice IRNS| 1s the leading
speciahst provader of regulatory disclosure distribution
services to Uk isted and ALM compames Dunng 2017
over 310 000 announcernents were processed by RNS
(2016 321 000 covening the majonty of UK company
announcements RNS operates asa Primaiy
fnformation Provider and 1s requiated by the FCA

Cawpans fthe a0

50 Partners

cPartim A dane,

150,000

aa bty el At g
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Post Trade Services

LCH

Strategic Report Post Trade Sertvices

Income

£562m

2016 {447m

23%

® O7C Ueaning
Nan-OTC Cleaning
and other revenue
MNet Treasury Income
and othet Income

36%

GIHE ot B e the Dt anl onpee 1t

Key Summary
LCH s income for 2017 was £562 million up 26
and ncreased by 21« on a constant currency basis

Swaptlear cleared US$874 tnillion notional up 317
with chient trades cleared up by 29" to 1 2 rrilhon
and complession up by 59 to US$609 tillion

— ForexClear noni-deliverable forwards cleanng
Increased by 252" toUS$11 & tnlhon Mernberstip
mctedsed to 302016 251

Foed income clearing e redsed 1o €58/ 5 nillion
n niormnal value cleared

— Cash equity cleanng volumes increased by 157
1o 805 3milion trades

—1CH Swaphgent a new senvice for non-cleared
denvatiees saw ts first trades in September 2017

- LSEG increased s majonty stake in LCH Group
fo 0% Qv 12010 B78 1

Introduction

LCH % a leading multmanonal cleaning house with
cleaning operations 1t the UK, Eurozone, US and an
expanding presence nthe Asia-Pacihe reqion LH
provides senvices Lo mitigate counterparty risk acioss
multiple asset classes for clearing members and then
chents operating thiough anopen access model that
clears for the Group s markets and other maor
exchanges and platforms as well as arange of

OTC markets

{ CH sits inthe nnddle of a trade as the buger to every
seller and the selier to every buyet [f either party
defaults anthe trade LCH owns the defaulter s nisk and
becomes accountable for its hatnhtes Fundamental to
LCH s risk process 1s 1ts collection of quality collateral
tiorn cleating mernbers and chents as insurance to
recover of roplace defaulted sk Duning the hfe of a
trade or that of a portfolio of tradss, LCH pracesses all
ash flows and rmarks the trade ar book to market
ralling vanation and nital marginin relation o
prevathng nsk of the overall portioho
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FURTHER INFORMATION

Market trends and our response for Post Trade
services LCH can be found on pages 12-15
Profitabliity of rach segrment can be foundin the
Financial Review on pages 36—41 AT overview

of the regulatory landscape can be found on pages
166167 Aglossary of terms can be found on
pages 162-165

LCH earnsits teveniue in the OTC derwatwes markets
by charging members either an annual fee for all
clearing or a lower annual fee with vanable fees
hased unrvolume Additional fees are levied for
services such as compression Clients pay a fee based
on Q10 volume cleared In non-OTC markets dll users
nal a fee based onvolumes of value cleared Net
Treasuny [ncome 1s earned on cash and securities
held for margin and default funds

Duning the year we ncreased our majonty stake n
LCHGroup from 57 87 1o 65 % ' following the sale by
cerlam mnonty holders and as aresult of Euronext
swapping ther holding from LCH Group to LCHS A

InJune 2017 LUH presented af a Group fnveston
Update where semor mdnagers from ndwadual
business areas discussed the post trade landscape
wentified future growth divers and set out our

mid e outlook I GTC Ceanng we see 1evenues
continuing te giow at a double digit rate to 2019 with
LOITRA margin approaciing 504 by 2019120160
356wl The event presentation and videos are
avallable on o weboite https:/fwww.lseg.com/
investor-relations/investor-events
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Post Trade Services

LCH

2017 saw LCH beneht from various reguiatory
requirernents incentvising clearing such as
mandatory swap cleanng in Luope and a fulk year

of the Uncleared Margin Rules {(UMR) alongside the
developrment of existing and new services Examples
of these include the introduction of clearing for 5 G10
currency paws at ForexClear LCH s forewgn exc hange
dleaning service, and the launch of LCH Swaphgent

a New sefvice to simphfy the processing margining
and settlernenit of non-cleared derwvatives

LCHwon 11 awards n 2017 ncluding Risk Magazine's
Cleaning House of the Year for the fifth consecutive
year and Futures and Option World s (FOW)
international Awards Clearing Houso of thie Year

for Eusope and Asia

In 2018 LCH plans to extend its portfolie margining
solubion LOH Spiden to allow Long Term Interest Rate
futures ta be offset with sligible swaps and Short
Term Interest Rate futires

Total Income n constant ¢ L rency terms increased
by 21% as & tesult of increased Net Treasury Income
votumes \n OTC chient clearng and strong growth n
RepoClear In sterhng terms income ncreased by
26% to £562 million (2016 L447 rmilion)

OTC denvatives clearning revenue was up 21% at €231
mulion an mcrease of 7% ona constant currency
basis {2016 €391 mulbon) The increase wn OTC
clealing revenue came largely trom the growth

n SwapClear chient cleanng

OTC clearnng has benefitted fiom the implermentation
of the Uncleared Margui Rules i the US fram
Septemnber 2016 and Europe in february 2017
Thiresholds for users with gross notional arnount of
uncleared OTC denvatives imially set at €3 todhon /
Us$3 trilhon are expected to reduce each year and
by September 2020 almost alt the market wilt be
covered with thresholds <ei at €8 bithon /7 US$3 biilion

Non-OTC clearing revenue was £133 mllian, up
79 ona constant currency basis driven by strong
giowthiin fixed income volumes cieared Other
revenue which inciudes compression services and
fees for managing non-cash collateral increased
by 37% to €68 milhon (2016 £49 rmatlon)
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OTC Clearing

SwapClear

Swapllear 15 a giobal market leader n OTC interest
1ate swap {1RS) cleanng, offering buy and sell-wide
chents access 1o unparalieled hquidity provided by
10% members capual efficiencies from compression
services and a system of ngorous Tisk managerment,

2017 was anothier strong year for SswapCiearwith
total national cleared increasing 314 to arecord
1S$a74 inlhon (2016 LIS$666 trillon Chent cleanng
increased 46% 10 a record US$2073 trithon (2016
US$129 trilhon) and chent trades up 29% to arecard
1227000 (2016 952 400,

Factors drwving growth have included regulatory
rhanges such as mandated EU client clearing and
Uncleared Margin Rules, increased actvity amongst
existing mermbers and cients the onboarding of new
clierits and increased use of Compression services
Interest 1ate changes n the US and LIK were also
favourable to volurnes 1n 2018, LCHwill further
expand s SwapClear product offering with plans
tg intraduce Non Deliverable Interest Rate Swaps

in Chinese Yuan Kotean Won and Indan Rupee
subject to regulatory approval

SwapClear — Client: no. of cleared trades
thousands

1,227

MU

SwapClear - Total notional cleared
Ust tn

: -]
~
&~

Lo bt

FISIN FINM R i1 2017

Swapllear s compression services allow mermbers
and chents to reduce the number of trades i thear
portfolios This simplifies the management of ther
postiions and frees up valuable capital that wouid
otherwise be held as margin 2017 saw notional
compressed increase by 59% o arecord US$609
tnlhion (2016 US$384 tilhon), as the services
continue to deliver significant value to its users
SwaplCiear s proprietary compression services grew
and dernonstiatng our open access approach, the
services of Quantle Technologies and Capitalab were
added as Appraved Campression Service Providers
(ACSP), alongside the existing ACSP Trioptuna AB

SwapClear - Compression volumes
US$ tn

Ban

e
o 292
v .
LD Nolvmdl Matunng Nehonal - 31 Dec
RIFEYY dearedh Tradber compaee el 2017

[nflation swap cdeanng launched n 2015 saw
volurmies cleated incregse dimeast 200% weth a
tatal of US$3 2 trillion i notonal cleared in 2017
{2016 US$1 1 inllon)

LTH swapAgent 1s a new seivice 10 simphfy the
processing, margining and settherment of non-cleared
derwatves It exeruted s first trades in 2017, a Swiss
Franc-denominated nterest 1ate swap and Ewo
denominated nflation swap and has now extended
Its service 1O Qoss-Currency Basts Swaps In 2018

its service will extend further to include swaptwons

US$874tn

conorong b [
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ForexClear

ForexClear 15 | CHs service clearning foreigr exchange
(P nor deliverable forwards (NDF) for 12 Emerging
Market currencies and launched n Novernber 2017
5 G100 currences 2017 also started (o see reqular
tlows from Client cleanng ForexClear membership
meteased to 30 members (2016 25) while notional
cleared ncreased stiongly by 252 to US$11 2
tnlhon (2016 US$3 2 tilionl

In 2018 ForexClear 1s talaunch a cleanng service

for deltverable OTC FX options, 0 partnership with
settlernent provider CLS subject to regulatory
approval In 2018 and beyond new phases of UMR are
expected tolead toncreased use of cential cleanny
and cther services such as Compression sernices

CDsClear

{DSClear clears the broadest range of European

and US credit default swaps ICDSI products allowing
greater opportureties [or capital effioiency through
margin otfsets 108 index senes and close to 500 single
name (DS contracts are eligible for deanng CD5Clear
i Tegistered asa CCPnEwope under EMIR and asa
Dervative Cleaning Orgamization {DCOr with the CF1C
and a Clearing Agency with the SEC in the US

Membershp has increased in 2017 tollowing the
introduction of the new Select Membership Lier
bringingy the total number of members to 13 (2016
121 InMarch 2017 CD%Clear onboarded s first
buyside cient CDSClear also extended its platform
to include the Ceanng of credit index options an
industryfrst In 2018 addibional members are
expected tojoin the setvice adding liquidity

Total notienal cleared increased to €549 2 iflion
[2016 €448 7 hilhoni supported by new 1ounds of
the Uncleared Margin Rules and intreduc on of the
European clearing mandate for ndex (DS

US$11._2tn

strategic Repart Post Trade Services

ForexClear — notional cleared
US4 bn

1 i

Non-0TC Clearing

Repollear

Cleaningintepo and cash hond miarkets ncreased to
€57 5 tmithon n 2017 {2016 €70 8 trihony LOH fixed
neome service cledars across 13 government bond
rmarkets including the Gioup s MTS bond maikets
and third party venues

In 2017 RepoClear launched Sponsored Cleanng a
seryice ottering buy side firms direct access to LOH
enabling them tareduce thew risk and maximmise
balance sheet efhciencies This year RepoClear has
alsa extended 115 service M LCH S & to offer cleartng
for cash and repo trades on German Bunds and
Belgian Government bonds allowing members. to
benefit from settlement netting and nisk offsets

n Ewo-based repos through 725

Listed Denvatves and Cash Equnties

The Listed Dervatives venues cleared by LCH include
London Stock Exchange Denvatives Market {LSEDM,
and Euronext Denvatives Markets Contracts cleared
2017 wncreased by 11w 1o 146 9 nthon 1£026

131 9 millioni In 2017 LCH 5 A signed a 10-year
long term agreement with Faronext N for the
continued provision of cleanng setvices for histed
financial and commodity densatives

In Equities, LOH one of burope slargest eguities CLPs
by volurme cleared offers the broadest venue coverage
of any Furopean eguities CCP cleanng tor 2+ trading
veriues The number of trades cleared in 2017
increased by 15 tos05h mulbon 12616 6597 rlhony
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1,096 3,274
203 2413 I
1 Q2 Q3 Q4
2017

Net Treasury Income

Net Treasury Income 1s the result of interest earned
on cdsh assets lodged with the deanng house on
margin and detault funds Users of LCH post cash and
receve anasernmight interest 1ate iess a spread The
level of funas heid s primanily dnven by market sk
under management volumes cleared and market
volatility Incorme 15 also dniven by short-termanterest
rates predorminantly i the US Dollar Euro and UK
sterhing monely markets Focus onrish dispersion and
afficiency means we have increased the number of
counterparties used for investrment with more use of
vertral banks and a number of pensiun funds The
type ot investment has also expanded to induded
floating 1ale notes and reverse tepos

Avetage cash cotlateral held increased 26% to €84 5
hillion 14016 €67 0 bithons Total Net Treasury Income
tor LCH for 2017 increased by 46 to £120 milhon
12016 182 milliorny As collateral collected in both
cash and non cash continues to grow alongside
mcreased usage of LOH s services Lhis leads to highet
tevels of Net Treasuty Income LUH gy also benefit
frorm Lhanages ininterest rates such as the rerent
Increases made by the LS Federal Reserve and the
Bank of Lngland with short terminterest rates 30
or 60 days bomg bigher than the overmghi rate

Cash collateral held - daily average
€bn

84.5

2017

€84.5bn
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CC&G and Monte Titoli

Income

£151Im

2016 €147
2016 £147m 28%

® (leanng £ C&G)
Settlement Custody and
other {Monte Titoly
Net Treasury Income

- Income for the year increased by 3% to
€151 millwenin sterhing terms but decreased
by 4% on a constant currency basis

— Net Treasury Income decreased by 3™ to
£42 rlhon in sterhing terms and by 9%
n constant curtency terms

— Contracts cieared by CC&G down 16' 10
108 3 milhon

~{C&G signed contracts to provide CCP hosted
solutons to CCPA Austna Casablanca Stock
Exchange has also selected CL&G for a CCP
development project in 2018

- Montre Titolt asset s held under custady of
€327 milhion, up 1Y

— Monte Titoh apphed for a European icence 10
aperate under the €S0 Regulation (TSOR; which s
expected to be granted in the second half of 2018

26

46%

Introduction

Post Trade Services in Italy are crucial to the
secunttes rading mdustry Our post trade
businesses konte Tioh and CC&G provide the
markets with settlement depasitory custody sk
and collaterat management cleaning and rentra)
counter party ICCP) services 10 order to miligate nsk
and ensure the efhcient Tunmng of capital markets

The post trade requlateny landscape saw the
completion of one of the targest infrastructure
projectslaunched by the Eurosystern 1o date 725
apan-European platforim for securines setilement
It removed barners and eliminated differences
bietweert damestic and cross-hiorder settlement

(L &G rleanng earns revenie by charging a fee per
trade or dervatve contract cleared and Net Treasury
Income 15 earnied on cash and secunties held for
margin and default funds Monte Titoh settlement
evenue 15 earned by charging a fee per trade settled
and lodged for registration into the buyer s narme 1ts
rustody fees are pad by compames based on market
capitalisation and ssuarice with fees pad by
ntermediares including banks and COPs based on
balance of assets held in custody

FURTHER INFORMATION

tarket trenids and aur respanse for Post Trade
Services, CLEG and Monte Titoh can be found on
pages 12- 15 Proftabinty of each segment can be
found m the Financial Review on pages 36-+s1 An
averngw of the requlatory landscape can be found
on pages 166-167 A glossary of tetms can be found
un pages 162-165

Clearing (CC&G)

CCab s the Group s Itahan based provider of nisk
managernent apen access clearng and CCP services
o 13 markets including Botsd ltaltana s mdikets
NEX Group & BrokerTec and Hi-MTF CCGG elirmnates
countel party nsk by suting in the middle of a trade
as the buyer to every selier and the <eller o every
buyet CLaG provides services actoss a diverse tange
of assel classes ncluding equities ETFs dervatives
close-end funds and fixed ncome CCAG has an
nteraperabihty agreement with LCH S A for
turopean bond and Repo markets

Cleaning revenues on a constant currency basis fell
by 14% and w1 Sterking terrmns decreased by 8" to
£39 milhon (7016 £43 mahon) largely due to lower
volurnes on platforms served by {CaG tquity and
dervatives contract volumes cleared decteased by
16% to 108 3 rmitlon 12016 129 6 milhon)
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CCaG - Trades and contracts cleared
m

1At
‘ 108 3

A F ol o 2017
CCEG has 149 dleanng members of which 507 are
international CC&G has signed contracts to provide
CUP hosted solutions to CLP A austng Casablanca
Stock Lxchange has also selected O &0 for a CCP
development project i 2008 demonstrating o
international 1each

CC&G -~ Initial margin held
€ bn {average daily)

111

2017

C&G genelates Net Treasury Incorne by tnvesting
the cash margn it holds Average daity imihal margin
dechined by '« to €11 1 bilhon for the year (2016
£12 1 hilhoni Net Tieasury Income decreased by
30 to faz milhon 12006 €43 mufhony down 9 ona
constant currency basis largedy as a result of lower
lixed income volumes and lower Yields receved

Settlement, Custody and other (Monte Titoli)
nonte Titoh LSEG ¢ [talian-based CSD 15 a leading
provider of efficient and secure settlement custody
assel servioing ollateral managerment and 1ssuer
services ta a domestic and mternatwnal cient hase
of 184 users and 2 426 1550ers

Settlorment custody and related revenues increased
by 64 on a constant ruirency basis and, 1 sterling
terms ncreased by 144 to £70 milhon (2016

£61 milhon

Monte Titoli - Settiemnent instructions
m

446

11 2 1 - il 2017
Monte Tuol manages a wide range of fiinancial
INstruments with assets under custodyy ameunting
to €3 2+ tnthon (2016 €73 17 trdhont In 2017 1ts
settlement service processed 44 6 million
nstruchions up 3 onthe previous year 12016 43 3
mithoni Monte Titoh continued to provide an efhicient
settlement system with a year-end settlement rate
of approamately 97+ of settled transachions

(2016 year end 7%,

In September 2017 Monte Titol applied for a
European heence to operate under the (SDR
followlng 7 years of preparation Granting of the
new licence under CSDR 1s expected in the second
hall of 2018

Monte Titol s increasing 1its international foc us
throughits T25 Gateway service Lo piovide
CustomeTs with settlerment asset servicing and fiscal
services A number of international and domestic
chents connected with Monte Titoliin 2017, including
Banco Posta and ABN Amra who transferred chents
portfolios to accounts mantamed with konte Titol

A new innovative flscdl and issuance service was
launched in 2017 which supports ltahan issuers
plaring hxed ncome secunities in the Us market
{Rule 1244 comphancer This played a key role n
the success of Uracredit and wind Treassuance

X COM Monte Titol s Tiiparly Collateral Managernent
sorvice guardnteed iy (UGG saw 4 sTong ncreass
wtransacted aseots by 1914 10 €5 7 Bilhon

€11.1bn

Monte Titoli - Assets under custody
€ tn (annual average)

st s N 3.27

it 2017
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Revenues

£39Tm

2016 £368m

30%

® Prmaty Matkets
Secandaty Markets - equities
Secondary Markets — fixed income,
derwatives and other*

Plier g cisteesi lode Brate e oo Phoend i Y boe

Key Summary

— Revenues Incteased by 6% 1o £391 mullion (2016
£368 mullion and by 3% onan organic constant
curtency basis

- Primary Markets saw 194 new companies admitied
to oui markets (2016 124} of which 80 1oined Al
12016 G4 total money rased across ou eguity
markets was up 73% at £44 2 bilhen

—InSecondary Markets UK cash equity average
daily value traded increased by 4 average daiy
number of equity trades i Italy decreased by 64
and average dally value traded overall on Turquorse
decreased 28% Jurquase Plato dark value traded
ncreased by 153%

~ Infixed income, MTS Cash and Bondviston value
traded declined by 67, white MTS Repo reduced
by 8%

- CurveGlobal a joint venture withi leading dealer
banks and Cboe buit on 1ts launc hin 2016 and
tias since sean gver 2 million contracts traded on
s platform

28

42%

Introduction

Our position at the heart of the global financial
community 1s one of the reasons why 4 wide sange of
domestic and international Companies choose 1o 10t
our markets i Loadon and Mildn Mary af the world s
leading investmient hauses and hnancal Institutions
are based 1 London with protessional mwvestors
known for thetr outward-tlooking approach offering
compames from around the world access to a deep
and wide pool of long-term investrngnt rapital LSEG
offers leadng Wt and dark trading plattorms i well
requlated markets

Our range of primary markets provides choice for
1ssuers and mvestors enabling rompanies to raise
capal ethiciently and also increase ther visibinty
with a wade group of customers and investars Gur
serondary markets create a deep pool of kquidity
and allow active and efficient trading of equity and
fixed income products thiough our gh-performanc e
trading platforms

kssuer s adrmtted to our primasy markets are charged
adrmssion fees and annual fees based on the market
value of the secunines lsted

FURTHER INFORMATION

rarket trends and our 1esponse for Capital Markets
can be found on pages 12-15 Profitability of each
segrment can be found in the Financial Review on
pages 36- 41 Anoverview of the regulatory landscape
can be found on pages 166-167 A glossary of terms
ran be found on pages 162-165 LSEG 15 a minonity
shareholder of CurveGlobal, the results of CurveGlobal
are not censelhidated by the Group

In secondary Markets a tee 1s charged based on value
traded for UK equities Turquowse and MTS fixed
ncome markets On other markets Itahan equiies
dervatives markets and retail fixed meome a fee s
chaiged per trade or contract traced

Primary Markets Summary

In 2017 194 new companies wete adrmitted to our
rnarkets 12016 134), with the {otal money raised
through new equity at £14 4 bithon (2016 €59
ballior InLondon 83 new compames Listed on our
tain Market and 0 wete adrmitted to Al Landon
Saw Over 10U New 15SLEes ACross the yedr, an indiease
of 54 cornpared to 2016 and rmore than anywhere
else in Europe Inttaly 31 compames joined our
markets including 24 adrmitted to AIM talia

2017 saw a number of witernatipnal cormparues st in
London with 9 out of 10 of the top new 1ssues by size
coming fiom outade of the UK underhimng its
position as the ieading globat listing venue for

inter national compames Theseincluded 12
Acquisition a Us mvestment firm raising £ 900
roion and T Flud Systemis: a manufacturer of
automotve flurd systems that rarsed £400 matlion
Europeslargest IPOwn 2017 Allied Insh Bank chose
ta dual st m London raising £3 lhon
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LSE attracts a growing number of mnovative
international fund managers who have admitted

an ncreasingiy diversthied range of funds nvesting

N SMEs Teal estate social housing the private rented
sector, student property as well as ife soience debt
securities These all demonstrate LSE s rolean funding
all sectars of the ecanomy New issues i 2017
included Pershing Sguare Hoidings a close-ended
investrnent company which successfully hsted its

£2 9 bilhon fund transfermng its existing trading

line fram Armsterdam, BroPharmna Credit o specialist
life sciences industry fund and PRS REIT the

first histed fund to solely fecus on Private Rented
Sector Properties

Inltaly Borsa ltahanas M1A mam market welcomed
the largest continental European PO 201/ Puelly
raising €2 3hilion In addition 6 other compaias
hsted onthe tATA main market In 2017 Barsa [tahana
established the [tahan Listed Brands showcase
promoting many [ahan lusury brands which are
recognsed worldwide 2017 saw a record number

of cormpanies adrmitled and amount of money

rarsed on AL Ltaha since s launchin 2003

At a Group level LSEG was placed inthe top 3 glebally
for moneyraised n 1POs and further offernings The
total capntal raised actoss our equity markets through
niew and further 1ssues increased 73+ to F4s 2 billion
12016 £256 bilhioni At year end there were a total of
7 545 companies on ow markets 12016 2 560

Equity money raised — Group
£bn

4L

ol

B i oo oo 2017

Exchange Traded Products

(ur Exc hange Traded Funds (FTF) and Exchange
Traded Praducts (ETPI markets ate leading hsting
veniues with a positive pipeiine of 1ssuers and products
ahead 133 new ETFs5 (2016 124) and 44 new ETPs
12016 501 were histed in Londoni in 2017 across a wide
range of asset (lasses including equity fixed mcome
and cormmaodities acxoss vanous trading cunencies
In ltaly the ETFples market sted 114 new ETFs and
new L TPs (2016 112 ETFs and 4 ETPs) The total
number of ETFs and other £ TRs histed on our markets
roseto 2 4ge 17016 2 347

Wwe welcomed 5 new ETP 1ssuers GF [nternational
Fidelity Frankhn Templeton JP Morgan and Leverage
Shates, 10 ow Londan market bringing the total
number of 1ssuers ta 42 across the Group

Exchange Traded Products — Group
number histed at year end

2482

2017

AIM

Als the world s leading 1nternational growth manket
providing smalt and medwm sized businesses with
acress 1o a deep pool of capital Since inception over
3400 companies have heeriadimitted and £105 billwr
ratsed On 3 January 2618 both AM and AIM ltaha
were recognised as SML Growth Markets following the
mtreduc tion of the designation s bk 1D 1L

AlM s success continued in 2017 80 companies were
admitted 1o AM rasing ovel L1 5 ilhon 12016 64
companes taised £1 1 biliony and ££ 8 billon was
rarsed on A foliow on Tundraising by existing
tssuers up i1« comnpated to the £3 6 billon raserd
2016 Approstmately 60 of all the money ever
rarsed on AIM hds been through secondary 1ssues
demonstrating the long term relationships that exist
betwsaen comparies and imestors on Al
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At year end Lhe total number of cormpames on the
rmatket was 96012016 982) with a total market value
of £106 9 tlhon 12016 £80 8 bilhen)

AIM Italid saw 24 new compames Jon {2016 13
Atotal of 95 compames were admitted to the
market at year end (2016 771 with a market value
of €5 6 bilon almost dauble the 2016 year end
market value of €2 9 bitlion

ELITE

ELITE Growthis a programme with a track record of
helping SMEs prepare and structure for growth The
ELITE global commumty has grown to over 700
companes actoss 27 countries and 35 sectors (2016
500 compames acioss 25 countnes: 13 ELITE
compares have now jored public markets with 11
Italian ELITE companies progressing to an [P0 and 2
UK ELITE companies adrmiled to AN ELITE Growth
has also been launched 1 West Afrca Brazil China
and Saudi drabla n agreements wath local exchanges

ELITE ClubDeal a private placernent platform that
streamiines the capitat 1a1sing process for LLITE
compames has marked its first cosed Anancial
transaction with ar ELITE Basket Bond fhe{122
rrlhon 10 year bond 1s made up of 10 ttalan LLITE
comparies bonds grouped together as one
asset-backed secunty

29



Capital Markets

Fixed Income

LSE cemented its position as a leading global venue
for international debt fundraising, with Chinese RMB
Inchan Rupee and Indonesian Rupman bonds raising
US$3 9 ilion n 2017 In total aimost 2 000 bonds
rased over LUS$415 billon 68% of which was rarsed
by inter national 1ssuers incorporated outside the Uk

In 2017 LSE launched the Internatianal Serurtties
Market [I5M) anew exchange regulated multdateral
trading factity (MTF} for the issuance of primary debt
targeted at wnstitutional and professional investors
Over the year there were 10 1s5uances onto 15

1 SE continued 1o attract green bond issuances with
28 new green bonds 1ssued duning the year The total
numiber of green bonds now histed on our markets 1s
65, and these have raised US$21 2 bilhon (2016 40
green bondsiaising US$HI 5 bilhom From Mareh
2017 Borsa ltahana oftered institubional and retan
nvestars the ophion of identifying a list of
mstrurnents on MOT whose proceeds would go to
Anancing enviraricnental (green bondst andrar sacial
projects tsocial bondst

Our dedicated green bond segrnents were awarded
a Certrficate of Recogmition at the Climate Bonds
Initiative Green Bond Awards in March 2017 for
pushing green finance forward and deveioping

the market

Secondary Markets

Equity Trading

Inthe UK 2017 saw the highest annual value tiaded
siice 2008 with £1 34 tnillon traded {2016 €1 28
trihon). while the average datly value traded was up
%10 £5 3 bihon (2016 €51 allon) In ltaly the
average daily number of trades decreased by 6% 10
276000 (2016 295000} LSE s shaie of Wt trading
increased o 69 7'4 12016 61 34) N part due 10 a new
sales and marketing programme, which helped to
nartow spieads and increase hgudity on exchange
Thete has also been a move towards closing anchons
on incurnbent exchanges by passive rvestors looking
to re-weght ther portfolios to the end of day prices

30

in December 2017 at the 5th UK-China Econormc

and Financal Dalogue the UK and Chinese
governments agreed to accelerate the final
preparations to launch the London-Shanghat Stock
Connect The 2 government s have welcomed the
propesals by the Shanghat Stock Exchange and
London Stock Exchange torealtse the Connect by
lsting depositary receipts on each other s markets

In 2018 the exchanges central clearing and depositary
wstitutions and regulators aim io finalise the rutes and
reguired market preparathions to enable governments
tolaunch the Connect when conditions perrt i

LSE - average daily value traded
£bn

a1 5.3

AR A o PR 2017
TRADEChO & swite of trade repoing services
reaching across all MIFID 1T asset classes incteased
its breadth of chents during 2017 i anticipation

of the new MIFID 1§ 1egulations which began on
3lanuary 2018 TRADECho 15 hosted ana opeTated
hy London Stock Exchange in partnership with
Sirphtiurm and complemented by the Group s
UnaVista ransaction reporting service

Borsa ltaliana - average daily number
of trades

thousands e
DA
e RO 276
I
PR Sie 201 BT 2017

Turquoise

Turquotse 15 our majonty-owhed pan-Eurcpean

MTF 1n partnerstip with the user commumty With
asingle connechonto LSE sell-side or buy-side
chents can trade European shates Including ALk
nternational depostary recewpts, ETFs, and European
Rights Lssues of 19 Furopean countries with an open
access approach Users have a chowce of 3 cleaning
options including LCH Turguose aperates 2 order
books Turguotse integrated Lt and Turquotse Plato
{non-displayed)

Turquoise - total value traded
£bn

14

[P 953

S04 S At St 2017
Total value traded for the year on Turquoise was down
2810 €993 hilhion 12016 €1 383 bilony following a
tecord priot year Turguense Platos dark order hook
saw valle traded increase by 159 to record value
traded since the launch of Turquaise promoting it to
the largest dark order book for LUK secunifies by value
traded and second largest overall dark order book in
Furppein 2017 H2 Tuiquose added FTSE AlM 5010
its stock umverse successtully enabling Tuiiguorse
Plate midpoint trachng and thus offering the same
sutte of execttion channels for FTSE AIM 50 as for
FTSE 100 blue chip stacks Turquoise warn The
TRADE s Leaders in Trading 2017 Award for Block
Tiading Verye

Turguotse Plato Block Discavery our multn awand-
winnmg and MIFLD 1 compiiant mechanism for
executng farge anonymous block orders saw strong
growth n the year with £54 5 bilhon value traded
12016 €7 8 hiflony Average ttade size was €283.000
compared to mare typcally around €4 000 1IN the

it order book
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Exchange Traded Products

The Group has maintamed s posthiorn in ETF and
other ETP ttading in Eiope by value traded following
arecord year 11 2016 Total FTF value traded across
our magkets fell by s 1o £178 billon 12016 £186
tilhony ETF trading accounts for around U« of equity
trading on LSE and 13% of trading on Borsa ltaliand
ETFs trade on our platforms in 4 currencies including
Chinese Renmimi

Pre-bIFID It was estimated that approsamately
700w of £1F and ETP trading n Europe takes place
over the counter (OTCH Mil 1D 1) subjected these
products tu pre and post trade transparency
requiements where previously there were none In
201/ we launched Request for Quote (RFQ1 o our
tondon miarket following s launchin ltaly in 2016
Thes 15 a MIFID 1 comphant facility far the execunen
of larger trades on-exchange imimmum trade size
€1 million under Wk I ) with automated 1epoerting
and cleanng

Exchange Traded Products -

total value traded
£bn R
! 178
1, 11
PRI | (O aE 2017
Berivatives

Dernatives volumes on our markets felhin 2017 with
40 & rrilhon contracts traded (2016 53 9 milhon)
IDEM the Grouprs taban dervatives market saw
trading volumes fall by 30 to 34 1 rmithen contracts
12016 49 0 rifliom London Stock bxchange
Detivatives Markel (L SFDM saw increased volumes
with £ & rilion 12016 49 mllionn contracts traded
as volurmes increased in international Grder Book
Depositary Receipts ophors and futures

CurveGlobal

CurveGlobal aninterest rate denvatives venture
between London Stock Exchange Group Cboe, and
a number of leading dealer banks, has seen over

2 rmithon lots trade on the platform and reach a
record level of Open [ntevest 162 D00 contracts m
mostly Short-Term Interest Rate futures (STIRs) since
launching in September 2016 Cleaning s offered by
LCH allowing trading participants access to a single
detault fund across 01C and listed rates dernvatives
and portfolio margin through LCH Spider 1n 2018
LUH spucder 1 wall launch Long-Term Interest Rate
futures (L TIR«) enabling the offset of LTIRS, STIRS
and OTC posittons to reduce the nisk in parficpants
portfolios and increase margin efficiency As 1 SEG 1S
a mmnanty sharenolder of CurveGlobal the results of
CurveGlobal are not consoldated by the Group

Fixed Income

MTS 15 a leading regulated elec tronw trading platform
fur Ewropean wholesale Government Bonds and othet
types of fixed incorne secunties In 2017 thevalue
traded on MTS Repo which offers lguidity across all
the Eurozone 1epo markels fell by &% -to €777 tnlhon
12016 €84 4 trilliont MTS Cash and Bondvision s value

traded fell by &'« te €3 702 billlon 12016 € 3 944 bilhan

In 2017 MTS launched s new dealer ta-client t02CH
Global Collateral Managerment (GCMI segment for the
repo market on MTS Bondvision with LCH LLd signing
as the frst buy-side trading chient GCMOntroduces
new functionality 1o enable direct electrome D2C
tiading tor bilateral tepo contracts and centrally
clegred repo contracts via LCH < Spansared Clearing
rmodel for the buy side

MTS BondsPro aweh based Us registered corporate
bond trading platform: achieved record by side
participationin 2017 making up 18+ of the total
evecuted on BondsPro 12016 £'ar MTS ¢ ontinued

to engage with clients to enhance thew trading
capabilities by extending availability of the platforn
begond Us trading howrs

O 1etal bond markets nclading EwoTLX the Uk
Order Book for Retail Bonds (ORB1 and MOT i Italy
the mnst hgud and heavily traded retad fxed incorme
platforrin Europe cuntinued to prowide hguid markets
despite ¢ difficult low interest rate environment Total
trades were 3 7 milinn (2006 6 1 milhony with value
traded at € Z6a billlon i 2016 € 265 billiony
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Technology Services

Revenue

£91m

2016 £88m

Key Summary

- Technaology revenues mcreased by 3 to 91
muition 12016 £88 ravfhon) and were unchanged
0N an olganic constant currency basts

~ 151G Technology was launched a re-brancng
and re-engineening of our terhnclogy businesses
We introduced a new Leadership Team created
a rnore mmble and product-driven defvery
capatilty and impraved our callaboratton with
mirovaton teams. all with the ammn of better
serving existing and new customers

— LSEG Business Services Lumited our shaed
services company has broadened into services
for corporate tunctions

— Integration underway of Mergent and The Yiela
Book technalogies into the broader Group
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Intraduction

Technology Services provides the Gloup and its
customers including banks specialist trading hrms
and othet captal rmarket venues with restlient

high speed low latency ttading platforms, post trade
platforms 1eal nme market data and surveillance
products and services

Exchange Tecimology

Our cash eguity and retal bond markets run on the
latest version of the Millenmum Exchiange trading
platform This technology has reduced our cost base
andincreased the opporfunities for customess to
beneht frormn enhanced funchionality and the further
expansion of nut ca-location services This has
allowed us to reet the needs of our Customers
quickly and cost effectvely

LLSEG romipleted dan extensive prograrnme of change
n arder Lo ensure tts readiness for the wnplementation
of MIFID (1 on 3 January 2618 The programmie
nvoived a comprehenswe assessment actoss LSEG
rnarkets 1o dentfy the mpact of the new regulation
and implerment the necessary changes to technology
rules and business processes All technotoge al
upgrades were compieted and tested with customers
ahead of MIFID 1i go e

Foliowing the completed acquisitions of Mergent and
The vield Book and <t Fixed Income Indices in 2017
theu technologies are being integrated with the
Group s 1o utihse new data and analybe capatuhhes
wnternally as well as for owr customers

FURTHER INFORMATION

Market trends and our response for Technology
Services can be found on pages 12-15 Proftabty
of each segment can be found nthe Financial
Rewview on pages 36—41 An overview of 1he
regulatory landscape can be found on pages
166-157 A glossany of termis can be found on
pages 162165

Throughout the year we also completed the rmgration
of the Bolsa ¥ Mercados Argentinos to the khllenmium
Exchange platform and Osto Bots launched LSE s new
Turquotse Lit Auchions functionahty onats Millennum
Exchange trading system

The Group continues to assess opportunnes that
exist in Financial Technology iFimtechy such as
distnibuted ledger / blockchain machine learming
g data and doud-computing LSEG thiough Borsa
alana announced n July a collaboration with 1M
to develop a blorkchain soluhion ta digitise the
1ssuance of secunties for unhisted SMEs 0 Luope
This ains to replace paper trading cettihicates
commonly issued by private comparues with

a more streambined and transparent pracess

LSEG Bustriess Setvices Limtted (BSLI our shared
services company provides a range of restient and
efficient technology services Group-wide as well as
reducing costs by leveraqing low cost centies via
rentrahsed technology opetations and back office
The BSL shared services model 15 scalable and as such
has been extended ta corporate functions wn 2017

Through our Millenmum Exchange technology
our UK cash equity continues 1o extint excellent
technical performance with the trading systems
avalable for 100% upttme during the year {2016
100%1 The average daily volume of transactions
foy 2017 was 53 million
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LSEG Technology

LSLG Technology 1s the new name for our technolagy
husinesses which includes MillenmesmI T and Gatelab
& new Leadership Tearn has beenndroduced and our
development approach s changing to help us further
productise the business 0w products will be
enhanced to reflect an ermnphasis on innovation n the
areas of emerging technologies such as Artifical
Intelligence 1Al large scale data analytics blockehain
and distnbuted ledger technology

MillermmiumIT

Millenmiumil T was acquied by the Groupin 2009
thllenmiurni T prowides advanced market leading
capual markels software and has implermented
solutions for over 40 orgamsations and exchanges
worldwide

Awide range of software solutions are offered by
MillenmiumiT sallenmum Exchange the flagshp
il asset trading platform through which all of
the Group s cash equity andd retand bond market=run
Millenmiurm Market Data, the real time data and index,
calculation platform Millennium Survelllance winch
detects abnormal trading behaviour and armong
others mMillerimam Postrade which offers real nme
clearing settlerment tish management and

CSD solutions

InDecember 2017 L5EG announced that Lanka
Cenlury Investments (LL1H had acqued full

ow rership of MillenmumIT ESP a global £T entet phise
solutions provider part of the MillenmiumIT business
LSEG retained Millenniurnl T Software the frarhng
technology and software development cormponent
of the business.

strateqic Kepart Technology Services

Gatelab

Gatelab, our [taly and UK-hased techniology
company 1s a provider of fully WiF1D 1-compliant
trading and post trade solutions to the global
financal commumty The products and services
Gatelab offers ta buy side sell-side and hedge fund
partners mclude mult-asset cross-market electronic
trading platforms ultra low fatency pre-trade risk
market adapters smait order routing for equities
and bonds and post trade deal capture and

€10Ss assel marguning

This year Gatelab becarne an approved provider of
1ish gatewal) sernces for thud party clients accessing
the Bormbay Stock Exchange (BSEr This enables
users ta send orders to the BSE currency derivatives
segment provided all pre-trade nisk checks are met

Exactpro

In January 2018 Faactpro Systerns was divested
from L5EG LSEG will rermam a sigrificant custorner
of Lxaclpre which will provide anindependent
software guality assessment of L5EG s« ore programes
through a mult year services agreerment berween
the 2 companies

Annual Report December 2017
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Our wider responsibility

The Group fulfils vital economic and social roles m enabling
companies to access funds for growth and development As
such, integnity and trust remain at the core of what we do

Below. we summarise our appreach to Corporate Sustainability (CS),
including mon-financial reporting disclosures. and highlight some of
the developments over the past year We have also produced a separate,
detaited 2017 CS report, which can be viewed at www.lseg.com/
about-london-stock-exchange-group/corporvate-responsibility.

Ouy Approach
Our €5 strateqy underlies our husiness strategy and has 2 core objectves
— To play an essential role 1n enabling sustanable global economic growth and

=T ensure our C5 behaviour and achons are consistent with goad practice while
generating long-term value creation

Our C5 strategy 1s executed through 4 pllars our markels our semvices, our
people, and our communties, using 6 unipact areas that direct the Group s

focus i all (S achnities and ntttatives Executive Comimittee memibers lead
worling groups composed of cress-Group colleagues focused on developing
specific targets and action plans in each of the 4 pillars As part of a matenabity
assessment we have apphed ths framework to direct our €S approach toadentify
the most relevant and importantissues for the Group

We have seen good progress inour Ch performance with our external LS ratings
rermaimng in the top quartle when ranked agamnst peers As our business expands
and dversthes we continue to review our approach to sustalnamity Our
objectives for each of our 6 1mpact areas are et out in the Locking Ahead section
of our £S Repont

CS Impact Framework
Pillars

Our Markets Our Services

Supparting the sustamnable growth
of companes for long-term
ECONQMIC Prospertty

Enabling informed mvestment
decisions and transparent
markets operations

Impact Areas

Our People Our Communities

Ree ruiting and develaping
diversified tatent to fulhl
thewr potential

Empaowering people
ennching communities

Grow

Convene Disclose

We leverage our

Transition Develop Sustain

position at the centre
of capital rmarkets to
faciitate dialogue
and catalyse action
towards the
development of
sustainable finance

we will help small
and medium-sized
enterprises (SMEs)
raise capital and fund
mvestments to create
employment
warldwide

We will provide
mnvestars with
infarmateort and toals
1o assess the ESG
performance of
cemparnies 1o enable
(NCOTpOTAtion 1nto
engagement and
myestment

We wotk withssuers
and investors to
provide salutians that
accelerate and
manage the transition
to & low carbon and
sustainable economy

We will employ and

nvest inthe
development of a
highly dwverse
global workfarce
to deliver on our
sustamable vision

We will help the
less advantaged
in communities
worldwide to develop
business skalls and
10 supportt the
environment

Environment

As a Group we recogmise that we must use tesources in ways that deliver the
long-tetmn sustanatihity and profitabiliity of the business and have 3 positive
wmpact an the emaroriment We are taking such factors inte dccaunt n developing
products and services that support these aimns through comipanies hsted on our
markets The Group's phimany greenhouse gas [GHG) emissions anise from energy,
waste and water 1n ow offices and data centres around the world from staff travel
and indwectiy fiom our supply chain

During the 1eporiing penod we acheved a 31 & teduction i ow absolute carbon
ermissions and a 42% reduction in carbon emissions pet Full Tirme Employes (FTE)
arcelerating our progress from previous years This sigmbcant reduchion s
primariy atinibuted to our move to over 4% of the Group's electricity now being
provided by 100%: natural renewable energy

we take an active approach to emssions managerment with our global
Environmental Management Group measuring GHG Unpacts acioss our property
portfoho, inciuding managed offices where pessible Weteport beyond the
mandatory guidelines to include Scope 3 ermissions Performance s reported
quarterly via our Intranet, and we annually disclose to the COP Dow Jones
Sustanability Indices (DIS]) FTSE4Good and on our website www.lseg.com

In June 7017 the Finanoial stability Board s Task Force on Chmate-related
Fnancial Disclosures (TCFDHeleased s reparting rec ommmendations The Grougs
signed the TCFD statement of support affirrmng ts comnmitrnernt 1o support the
recommendations and sees therm as an mportant step i driving improved giobal
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consistendy n voluntary global reporting standards Asthe Group and FTSE
Russell in parbicular intends to play a critical tole 1n enabling the flow of
information envisioned by the TCFD the recommiendations were incarpovated
nta E TSE Russell s climate-related indicators and i the Group £5G Reporting
Guidance Gaing forward the Graup wall continue to review the recommendations

Global 2017 GHG Emissions

tCO e - Tonnes of carbon
dioxide equivalent

_ _ 2017 2016 % Change
EtﬁEGm_gp CGHEWFOUIEHN 21862 IR 1309
- _—perm. _ . H 084 RN
- —perfit - BELCE _Bay
—ber £in Revenus _ 11 21 . 15 1
B B _ 19 1583
_ _ . _ n ?§9 ELTE&
Scope 3 71320 6572
g':pe :T\EiEUTTU(A_J TIamsmissian a B -
and Distnibutiont 515 145 0
Ut haw b nopaat o mon gl st e o G b s an s sl
ure fBchisnpph o
Al GE bl AT b ek b 1 ke b AN e e ey e
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Strategic Report Our wider respansibility

In addition to moritoring our emvirenmmental impact we have set etvironmental
targets for the next findneial year including energy water waste and travel as
well as long-term science-based targets out to 2030 More information on these
as well as full detatls of enigainns and reporting methadotogy can be found in
our CSreport

Social

People

Attracting developing and retairung the skills we need to deliver on our strategy
15 vital for the Group We are unifying aur growing company through a number
of pracesses and we are dedicated to supporting our employees development
nan environment bult on core values of partnarship integrty innovation

and excellence

Ernployee engagement 15 of tugh impettance 1o the cortinued growth of the
Group and in 2017 this was reflected in our response Lo the indings of the prior
year s colleaque engagement suivey 3 key areas on which our employees

felt we could improve were commumcation around change career satisfaction
and cross-Group coliaboration To addiess these we nvestedin a Group Change
Framework designed ta help us drive greater consistencyy and transpatency in
how we manage change [n addion we developed the Group Career Framework
for launchn 2018 enabling colleagues to explore opportunities 1n 2017 we
launched a focus on wellbeing in the UK coveling 5 areas physical mental
social purpose hnanaal and work-Iife balance The Mentor bxchange s also
fostering collabotation and career development by umiing mentors and
rmentees from across the Group We plan to host our next Group-wide
employee engagenment survey i 2014

Diversity/Equal Oppottumties

We value diversity as adriver for developrment and innovation Gur opetations span
the globe with atfices m Auslialia Canada France Hong Kong Indha Ttaly Japan
Maldysia Mexicu Tawan China SriLanka UAE the UK and the US We have
employees of 72 different nationahties 10flecting bath the inter national scale

of our business and the diversity of outl custorner base 1In 2017 we provided
LUnconsious bias taining to all colleagues and diversity awarensss workshops 1o
line managers We are working to increase diversity and inclusion such as flexible
wotking and the disabiity conhident employer scheme By 2020 we aim to achieve
astretchtarget of 404 fernale 1epresemtation for seror management and aur
overall staff numbers

Gender Diversity
. o Female _ Male

LYED ple Buard N g
LSFS Subsidiary B, aras 2 142
Execative Corn ttee 27 Leaderstup Tear 146 A0
All athier <gatf ST 30L
Tata! BT 3l

P b npiag ([R5 R AR IS TR NTTRFR

Jovo e o ettanh oy by by b oun e 1

The b=l v=b e B Tcea 0 e el e s it

Poalon b 0w the v - T s e T the g LI PR

AP I P (I I (TR D

Note b o b 10l TR

Areport ongenden pal gap was publshed i arch 2018 The repert can be found
here www.lseg.com/about-london-stock-exchange-group/cotporate-
responsibility

Hurnan Rights

A5 part of our approach o soval tesponsibility we athers to the UM Guadung
Prinaples on Business and viuman Rights together with the Interngtinnal

| abonr Chaansation Comvennons aned Recarmmendations within our working
CIVIATINCNT N ea0 100N whe reswe operate. The Gronp strongly supports
these conventions winch aim o promte (reedom of assocation and sqguality
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and abolish forced labour and child labour Human nghts cansiderations
are also included \nour Suppher Code of Conduct and Group Corporate
Respansibility Policy

The Group has a zeto-tolerance approarh to modern slavety Our 'Slavery and
Hurman trafficking statement |published on our wehsite) descnbes the steps
taken duning 2017 to improve our supply chain management and procurerment
processes and proceduies Supphers that make up the top 754 of spend have
been reviewed for modern slavery risks

Community

We work to ensure that our actwities benefit the commumuies whetewe
are present We have an active engagerent programme with governments
inter-governmenital agencies and regulatar s to promote ESG disclosure and
sustamable practices We work Lo suppart local commumties and the
environment where we have a significant presence

I ondon Stock Exchange Group Foundation set up in 2014 provides a primary
Channet for the Group s chantable grving and a focal point for staff engagement
with local charities [1 201 the Group donated £1 122 000 to the Foundation

and £107 vu0 directly to a number of chanties The Foundation s approach and
posiiomng 15 ahgned with the overall Group €5 stateqy while recogrising the
global reach of | 5FG s business miodel UNICEF remains a global charity pariner
and we continue to support the community investment programime A new UK
charity partner School Home Support was chosenin 2017 The chanty prowndes
access to education and hife skalls for goung people with the aim of énabling them
o ve secute adult lives

Governance

The Group s committed to the hghest standards ot cotparate governance and
business integnity and in the past year we have again comiplied with al! of the UK
Corpurate Governance Code s provisions The Board will continue to ensure that

it provides, effec tive leader shap and promotes uncompranieny standards For
further information on governance see pages 62 -63

wie face a wide and evobiing unverse of tisks Our presence i post trade services
rovides exposure to finanoial market volatiity In addition we face- technology
risks such as cyber thieats systemns resthence and technological inneovanon

and political requiatony and macro-ecaname risks whichinclude thempact

of ow competitors aclions Achievng on o growth strategy i thes dyname
eMVINONMEn requires strang nsk managerment Our gover nance and nisk
management structures continue to develop to meet this necd 1se€ pages

42 and 56 for further details

Anti-bnibery and corruption

we have assessed the vanous nisks that the Group faces withhegards to employee
conduct and behaviow Arange of poliuies are in place talored 1o the needs of the
Group and regulany reviewed and approved by the Board includimg anty bribery
anch corrupbion and conflict of interest polcies as part of our wider <onduct
mbiatives New joners dlong with existing statt faver throughout the course of
017 undertaken mandatory comphanc e testing on these subjects with 1007
sucessful completion across the Group s operations Thetelevanc e and spnt of
these poficses along wath thelr commiung aton to staff e regulary regewed
cnsure confidence n meeting expec lations and ersiming understanding

Capital Market Days

W dre suppcrting theamplermentation of oo ESG 1eporting guidan,  throuqh
£SG focused Captal Market Days The guidanco was publshed i ebioang 2017
and sets out recommendations for £5G reportug The et sustamatiliiyg Dy
organised by Borsa Haliana was beldm baly and wels nmerdover 250 attendees
and 3 ESG mvestors UK Sustarnabihty ay hosted b LsE g expected fo take
nlacem 2l
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Financial review

The financial review covers the financial year ended 31 December 2017

Commentary on performance uses vanances on a continuing orgamc and
constant currency basis, unless otherwise stated Constant currency s calculated
by rebasing 2616 at 2017 foreign exchange rates sub-segnientation of revenues
are unaudited and are shown to assist the understanding of performance

Cost of sales manily compnise data and heence fees data feed costs expenses
incurred inrespect of share of surplus arrangements that are directly attributabile o
the construction and delivery of custorners goods or services and any other costs
linked and drectlyncurred (o generate revenues and provide serices 1o customels

David Warren

Highlights
- Total income of £195% mathion (2016 £1 657 rmallion) increased by 18%. anrd total
revenue of £1.768 milhon (2016 £1 515 mdhoniincteased by 174

- Adpusted FBITDA of £915 million {2016 £771 milwon) increased by 194
— Adjusted operating profit of £812 rollion (2016 £6806 nlhon Increased by 18 4
- Operating profit of £626 mulion (2016 €427 milhon) increased by 47%

— Adsted basic earnings pet share of 1457 pence (2016 1247 pencel
micreased by 194

— Basic eatmngs per shave of 153 b pence (2016 53 8 pence) ncreased by 1414

U A st kb Gl v s TG B AR e 1y ek 3 et ot o The Boand e heve b bttt e ane g o eanses Tt bonane

U A bl e g et aded e i d st B0 Tae 3l find

g Tl abe twan ek ilaig it
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Group Chref Financial Offwer

ogning poret o el

Including dwscontinued operations

- Total ncome of £1 355 mithon (2016 £2 048 mition decteased by 57 and total
revenue of £1 768 million 12016 €1 305 millien) decreased by 7 % Adpsted
opetaling expenses of £919 millon (2016 £955 rmiltiony decieased by «

— Adjusted EBITDA of £515 million 12016 €798 rillony ncreased by 15%
- Adusted operating profit of £817 mmidhon 12016 £713 mulhoni increased by 14%
— Operating profit of £603 mullon (2016 €530 mdhonhncreased by 14%

- Adusted basic earmings per shaie of 14a 7 pence (2016 1297 pencey
wicreased by 15%

Cash generated from operations of £835¢ millon (2016 £618 rulliont
ncieased 384

- year end operating net debt Lo pro forma adjusted EBITDA at 17 imes
{2016 11 mes) withinthe Group s normal target range of 1 2 times,

[UTRVIE

Gt Amertcaton o binponiee neEct pon e dmtdanoal 40 eoan !
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Stiategic Report Financial review

12 months ended Dec 2017

12 months ended Dec 2016

vanance at
orgame and

Varnance constant
Continutng  Dhscontinued Total Continuwng  Discontinued Tetal (Continuing) currency?®
Revenue o } €m . im  &m £Em £ Em % o
Informatign Sersices 736 - 736 L95 - 545 2L 13
Frst Trage Semvices — w'h 432 - 432 56 - ace 21 17
Fost frace Setvices - COaG anu Ments Tita 109 - 109 1114 - 154 £ Tl
Capita Markets 391 - 391 64 36: 5 |
Terhnmngy Services 91 - 91 B - He 2 -
Russell Investment Managenent - - - - 29C LETe -
Other o I 9 4 -4 - -
Total revenue 1,768 1,768 1518 291, 1904 17 1"
Net [*easury Ircomre thes ugh CCF busiies-e. 162 - 162 1.5 - 1.5 30 I
Other mcom e - B3 - 25 o 1 _ L L
Total income } _ 1,955 - 1855 ) 251 Duan 1o 1
o af e B - (215) - (215) o [ EDED T 15
Gross profit o o 1,740 - 1,740 . 141 1E73 W
LRTatINg =xuensac petore Jep cciaticr
am-th-atirand marment (816) - {816) el 1o g 1> B
Share of e after tox ~F 2-500ister ()] - o R - o o _Em
Adyusted earnings before interest, tax,
depreciation, amortisation and impairment' 915 = __ 915 ) ) 75y 1% A
Depreciaticn amortisation
ardampairmen. 1oy - L I @5 o 155 oz N
Adjusted operating profit* ) 812 - 812 EsE 7 R R 17
O erating orofied less . 626 (23 603 407 103 SRy 7 s
Adjusted basic earnings per share' . 183p = 1487p [ <o Rl a =
Basic earmings per share 153.6p (7.2p} _ l464p [aap 203 425[ L4l -
[ YO TR T R | P I L R P B o P TR TN [ R O R B TT N R TR T R T[N e 1
IR TR | T B AT TR T=0 S B O FRTNIIR walle TEC Al ot et e et geer o baed s Bl TSRS D nenn sedtAAE Bate T vl TR
Note o - vl bl a0 b oda A vegnwnd Ttk e
ammentary ¢n th T on nhinLar Sts A t herws .
L enfary © segments i done on o continuing basis unless staled othetwise 1o ation Services
" ’ B - ) - - _vanance at
Total Income (Continuing Operations) 12months 12 manths organic and
£fm ended ended constant
Dec 2017 Dec 2016 Vvanance currency'
L6 1455, Revenue _ _ Em £m B % B %
125 mm— FTSE Russe | et 546 At I 15
04 1721 30 - Real Tume Cate 94 3 1
1657 -~ ' Otner Inforrnatior
SETVINDY 96 R . T
) Total Tevenue 736 535 = 1.
. Coer o naler (62) Yy B I -
Gross profit 674 =gl z: 12
DpeTatng onpere. {291) Zdan 41
- - - Operating profit? 383 237 i
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Financial review

FTSE Russell's revenue was {546 milhon (2016 £409 rauliion) including first time
contributions from Mergenit and The vield Book FTSE Russell revenue iricreased by
15% with pertormance in line with the Group s announced double digit growth
target for FTSE Russell tevenue This perforrnance was driven by increases in AUM
tevels in benchmarked ETFs and other investable products as well as stiong
subseriphion renewal rates and data sales Following the 2014 acquisition of Frank
Russell Company targets were set for both cost and revenue synergies andin 2017
we achieved the 3 year target of US$78 midlon for cost synergigs on time and met
the 5 year targel for revenue synetgies of US$48 rmiion mare than 2 years early

Real Tme Data revenue increased by 1% year on year due to a focus an enterprise
Iicensing while the number of terrmnals decreased by 10% to 180 00012016
200 000) with the reduction laigety in lower yield terminals

Other Inforrmation Selvices revenues increased by 15%., mamly as a result of
growthinboth Unavista driven by continued user base expansion for reguiatory
reporting trade confirmations and reconciations espenialfy 1n anticipation of
MIFID [himplementation n 2018 and SEDOL from continued licence giowth

Cost of sales rose by 4% manly as atesult of increased data charges and
partnershup costs, both related to growth 1in FTSE Russell revenues Gross peohit
margin expanded as a result of revenue growth across the division

Operating expenses of £291 mithon (2016 £204 miliony increased by 43% dnven
by the £32 rmilon net impact of Metgent and The vield Book acguisitions and
15PS disposal and foreign exchange movernents due to the weakening of Sterling
relatve to the LIS Dollar Cost increases were partially offset by the syneigy
achieveiment from the Russell Index acquisition

Operating profit 1ose by 14% to €383 rmillion {2016 €337 million) driven largely by
FTSE Russell revenue growth and contrnibution from the acquisitions of Mergent
and The Yield Book

Post Trade Services — LCH

12 months 12 months

Varance at
ended ended constant
Dec 2017 Deg 2016 Vanance currency
REYE!'IUE _ . . __Em _gm % %
ore 231 191 Z1 17
N JTC 133 116 14 7
Other o ~ . 68 4R o 38
Total revenue 432 ECI 2 17
Net Tredasury Incame 120 8 4E, 33
Other ncome 1o e I El
Total income 562 AT 26 21
Cost of saley I - 56 24 &7
Gross profit 4T ) B ol ) 37
Operating expenses: _ (280) _eed “ -
Operating profit' 194 o123 s -
Uosapenating caponte drnddiel sl preht salianee peirentag © et an pedod g nly
eonek e anst st one et Janian e walbineiode s gy e nent sk ieor o

LI S TR LA

Past Trade Services — LOH comprises the Group s majorty owned global <learing
business Total income wds €562 million (2016 £447 millon)
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OTC cleanng revenue increased by 17" dnven by SwapClear predormimantly in
client clearing with trade volume increasing by 2P to 1 227000 (2016 652 000}
LCH SwapAgent executed 1ts first trades 10 2017 having launched w1 2016, 1o
simphfy the processing rargining and settlement of non-cleared detwatives
2017 performan: e 15 11 line with the Group s announced double-digut growth
target for OTC clearing

Non-O1C cleating revenue increased by 774 reflecting strang growthin fixed
Income volumes cleared Clearing v repo and cash bond markets increased to
€875 tnlhon (2016 €70 8 tnlhony In 2017 RepoClear launched Sponsored Clearng
a service offening buy-side firms direct access to LCH enabling firmms to reduce
ther nsk and maxamise balance sheet efficiencies

Other revenue which includes non-cash collateral managerment fees and
COMPression selvices grew by 38

Net Treasury income increased by 394 to ¥120 rmallon with a 26" ncTeasem
average tash caliateral hield to €84 5 bilhon due toincrease in G1C and RepoClear
volumies (2016 €67 ¢ billar

Cost of sales mereased 27 mamiy due to growth in SwapClear and the assoniated
nerease n share of surplus Gross profit increased by 179 to £474 milhon

Operating expenses ngcreased by 4% with foegn exchange moverments due o the
weakening in Sterling relative to the Eurs and bigher depreciation from investment

to support growth parnally offset by the impact of cost savngimtiatives

LCHEBITDA margin iIncreased by Bpp to 444 (2016 36% mowving towards the
announced target of ¢ S0% by 2019

Operating profit incieased by 58" to €194 mithen (2016 £123 muliony

Post Trade Services — CC&G and Monte Titoli

12 months 12 months Vanance at

ended ended constant
Dec 2017 Dec 2016 Varnance currency
Revenue £m £m % %
Tleanng 1ICCAG 39 43 1 e
Settlement Cusindy
and Other IMT o 70 I e &
[nter segmental
evenue A
Total revenue 110 104 & e
MNet Treasury Ircome
LCRG o 43 3 R S
Total income 7 3 [T
Costof sales o 13 3 ) 28
Gross profit i 144 1 17
Operaung expencesy! {64) 181, il -~
Qperating profit’ 71 ) 34 ~
Touperanmrp=spetey ard peranme pafil s ursen s pel o antd = Shou e paepaats Aba iy
st ennd i tdnbearrene g haars wariane e walhin b aude g bans s ol an b om
e hanmge e front

Post Trade Services provides cleanng (CC&G) settlernent and custody activities
{both Monte Tritohy Total inc ome (excluding inter segmental incomet was £151
rmthon (2016 €147 mithan)
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Strategic Report Financial review

CCEG cleanng revenues decreased by 14 nfleenced by a fall in dervatives
clearing volumes murroring tradung perforrmance on the tahan IDEM market
htonte Titoh revenues increased by 6 due to growth of custody revenues from
dornestic and international clients who transfersed then portfolios to Monte Titol
accounts and the beneft of a full year of a new domestic pricing structure
ntroduced from kay 2016

CCEG generates Net Tredsury Incorme by imvesting the cash margin neld retaiimg
any surplus after mermbers are patd a returm on thear cash coltateral contributions
Net Treasury [ncome decreased by 9. manly due to unfavourable spredds and
tower cash held n 2017 The average daily imtial marge at €11 1 bilion s down
912016 €12 1 ilhoni due te lower volatibty and volurnes from ftabian fixed
incorme markets

Lost of sales rose by 28 ' largely a< a result of the dhscount phase-out of the
settlernent acquisition cost from TS in November 2016

Cperating expenses decteased by ¢1 . driven by the absen. e of 2016 giobeSettle
impalrment costs of §& millon

operating profitincreased by 30 w071 milbon 2016 £33 mullon

Capital Markets
B o i i - B - Vanance at
12 months 12 months orgamc and
ended ended constant
Dec 2017 Dec 2016 vanance currency’
Revenue £m ogm % %
Erimart Market - 110 31 2. .G
serandaily Markets
Fout es 163 165 It L
Sercndary Markets -
Frsed In ome
Tert a@tvees anu Cther 118 s S 121
Total revenue ™ 6% r 3
Cost of 53 es _ _ (18} [Pl e N
Gross profit s EYAS ) 5
Ooerat na expenses (195) e 15 -
Operating profit® 180 177 N -

L N CO PO L T | B B e U O U B o VT o o nth an=ith

vt bawls b Saaptda b
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Capital Markets comprises Primarny and Seconddry Markel activities Revenug wes
£391 muhien 12016 €366 tollon:

Revenme ncreased by 3 largely diwven by Primary Markets perforimance with
revenLe noredsing by 197 as UK equity 1ssuance rebounded strongly in the tain
Market atter prior year uncertainty foilowing the UK teterentdum to leave the
Eurnpean Limon

The total amaeunt of capital tased acioss oy markets hoth through new and
further issues ncredsed by 73010 ¢4z 2 bilon (2016 L2506 bilions Thete was
dabe nUiedse with 194 new 15500% aross our matkets 1 2016 134 The papeline
of compantes Inoking to jom oar markets continues ta ook promising
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In Secondary Markets 1n the UK average ordet book daily value traded rose by <
at €5 3 hillion (2016 £5 1 bdlen) tahanequity trading volumes decreased by 6'w.
due to lower market volalinty at 276 007 trades per day (2016 295 D00 Trading un
Turquose aur pan-Furopean equities platform, decreased by 28'. 10 average datly
equity value traded against a strong 2016 performance to €3 9 bilhon (2016 £5 4
billiony, with some offeet from growthin the mgher margn Block Discovery trachng

Fued Income Derwatives and Other revenue decreased by 2 The result reflects
2 30% decrease i volumes on the Italian IDEM market Fixed Income decieased
with & dechne of & i 8TS Cash and Bondvision notwnal value and an 8'
decline n MTS Repo

Cost of sales decreased by 30 & 1etled ting lower Turquatse it book sevenues with
gross proht up by 5°

Dparating expenses increased by 15 % 1o €195 millon 12616 1169 milhonn with the
man driver being foreign exchange mevements due to the weakening in Sterhng

relatve to the Eure

Uperating profitincreased by 27 1o C1sv million 17016 £177 nlivon

Technology Services

12 months 12 months vanance at

ended Dec ended Dec constant
2017 2016 Vanance currency
£m £&m %
Revenue g1 HBe B
Irte-cegmertal
T84 NLIE 20 1o )
Total revenue _ . m. 10 N B
ol L sales (29) 1 £ 4
Grossprofit 82 R : 5
DUETATIY EXDENSES B4 B4 ) -
Operating (loss)/profit* @ 1 1nh

Yotk e b oy

EIIR RITRET]

L T O T L I (R T B A N R
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I o ratin e —n

v bmbenre 0 pha e A il
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Technology Services provides hosting salutions: chent connec tivity and software
products for the Gioup and third parties Third party revenue was £91 million
12016 £88 rrillion)

Operating expenses increased by 310 to L84 mulhon (2016 L6 millions, drven
by continued Group technology ivestment centralisation of rosts and foreign
ox¢ hange movements due to the weakenmg i sterling relatve tu the Fure and
us Dallar

The Technnlngy segment made o loss of £ rilhon 2016 L1 mualion proht
The Group disposed ot 2 Technology busiesses EAllenmamIT E59P was sold
o 2 Decembier 2010 and Leactprowas sold on 17 Tanuary 2018 post year end

These businesaes generated a total of €0 mdhonrevenue €72 mrllon of cost
of <ales and La rolbon operating cost in 2017
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Financial review

Operating Expenses {Continuing Operations)

(n a continuing basis, Group operating expenses before amortisation of
purchased intangible assets and non-underlying terns were £919 rmdlion
(2016 £791 rmlhon}

Operating Expenses (Continuing Operations)
£m

Rl Hit
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Qperating expenses ncreased by 6% The Group cost base was adversely affected
by £43 milhon of foreign exchange Movements ansing as a result of translating
and revaluing tts foreign currency costs assets and habihuies it LSEG » teparting
currency of Sterhing The mawn drivers of the constant currency cost base increase
were vanable staff costs and depreciation Depreciation amaortisation and
imparment increased by 34% to C103 rmilion {2016 €77 1hilhon excluding £3
rillion globeSettle impatrment) duning the year A similar increase 15 expected in
2018, as the Group continues ta invest in core technology react toregulatorny
change and delver new products In 2017 the Gioup achieved the previously
announced fun rate synergy targets for Frank Russell Cormnpany and LCH related
cost savings Offsetting this was a €32 rmillion net impact of inorgame items, being
businesses swned for less than 12 manths in either penad principaliy 1SPS,
Mergent and The Yield Book The Group continues to exercise strong cost control
and invest 1n new products to support growth 2018 will see the effect of a full yeat
of The yield Book costs and recent Technology disposals

Share of Loss after Tax of Associates

The €8 milhon loss reflects an increase in the Group s share of the operating loss
of CurveGlobal to 43 38% (2016 26%) following further wnvestment and a C4
rullion recogrition of historic losses due to ncreased ownership share Despite
client focus on MIFID 11 mplementation during 2017 CurveGlabal volumes,
continued to grow and open Interest at the end of 2017 was 162 000 contracts
(2016 39 000 contracts)

Non-Underlying Items and Purchased Intangible Assets
Amortisation of purchased imtangible assets decieased by L4 milwon to £153
mmillion (2016 £157 rmiliony Additwonal charges ncluded £25 million of
transaction-related costs, £7 mullon of restructuning costs and £8 rmilhon of
integration costs These were partially offset by a profit after tax of £7 milhion
1elating to the disposal of 15PS and MillenniumIT ESP businesses
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Finance Income and Expense and Taxation
Net finance costs were £62 mllion, down £1 million on the prios year ona
continuing basis

The effective tax rate (E TR} for the year inrespect of continumng underlying
operations and including the effect of pnor year adjustments 15 22 4% 12016

22 5%} This reflects reductions in both the UK and ltakan tax rates the mix of
profits inthe Group and finahsation of pnor year tax returns The underlying ETR
for 2017 excluding one-off items was 23 4% and 1s expected to be sumilar in 2018

The contribution of continued underlying operations n the US towards the ETR
was stable 1 the perind  US tax reform was signed into law in December 2017 with
effect from 2018 However we do not expect the lower Federal tax rate to have a
matenial impact on the Group's combined underlymg effective tax rate In part thus
1S due to the rmannet in which the LS acquisitions have been hrianced and the
wtroduction of a new base erosion anti-abuse tax (the BEAT) which will apply to
mtercompany transactions with the wider Group

Cash Flow and Balance Sheet
The Group s business continued ta be strongly cash generate dunng the year with
cash generated from conttinuing actnates of €852 milhon (2016 618 raitiony

At 31 December 2017 the Group had nel assets of £3 752 millon (2016 £3 614
million) The central counterparty clearing busimess assels and habilities within
LCH and CC&G largely offset each other but are shown gross on the balance sheet
as the amounts recewvable and payable are with different counterparties

Net debt

B i 2017 2016
Year ended 31 December - . fm _ Em
Grons boriow ngs 1,953 1166
Cash ano cash eguivalents {1,381) 11150
Net aerwvattie financeal habdities } . - 1y
Net debt . R o o 897 777 34
Reguiatury and aperationa’ cash . 1042 4
Operating netdebt 1639 b

At 31 Decernber 201/ the Group had operating net debt of £1 639 million after
setting aside €1 042 rullion of cash and cash equivalents held to support 1egulatory
and operational requiremnents, including requlated cash and cash equivalents at LCH
Group and arnaunts covering requirements at other LSEG cormparies Requlatory
and operanional cash increased by £194 millon dunng the penod to 31 Decermber
2017 as aresult of over £100 million surplus cash held in 1 CH due to be distnbuted
1oL SEG 1n H1 2018 with the baland e compnising cash retamed at Monte Titoli [to
support s CSDR obhgations) and other regulatorny and operational reguirernents

The Group s gross borrowings increased by $787 milhon dunng the penod w
21 Decernber 2017 primanly dug to the acquisitions of The Yield Book and
Metrgent as well as the cornpleticon of a £ 200 rdhon shae buy back programime

The Group retained total committed bank faclities of £1 200 million dunng the
hinandial year & new facthty of £600 rrlbon was arranged onimproved terms
whilst an exishing facility, also of £600 mulion was extended for a further year
to Novernber 2022 The new facility 1. 5 year comrmitment with 2 one-year
extension options avatlable to the Group, subject to lender approval

In Septermber 2017 the Group tuok advantage of favourable debt capital market
condiions and extended its debt matunty profile by wssuing £ 1 bathon of bonds

n 2 €500 mulion tranches under its updated £2 bihon euro medm term notes
pragramme The bonds are unsecured and the tranches are due for repagment n
Septernber 2024 and Septernber 2029 The coupons are ixed at 0 8/75%, pet annum
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and 1 75%, per annur respectively However €700 milion of the praceeds of

the bands have been swapped into LSD a5 part of the Gioup's ohjective Lo match
earnimas in currency and protect key ratins resulting in an effective blended ate
of interest of 2 8% per annumoverall The Group redeermed in full LCH Group s €200
rmillion Preferred Secunities at the first [ssuer Call date m May 2017 talso putin
place a £1 billon euro commelcial paper prograrmime later in 2037 which at the
end of the year remained unutihsed

with over £650 million of undrawn comrmtted bank hines avallable together with
strong cash generation the Group continues to be well positiened to fund future
growth with scope for further tefinancing in 2015719 ta under pinats loniger term
debt capital positioming

Debt maturity profile
£m
443 441
249 298
Jndrawn @ Drawn

The Group s interest cover the roverage of net finance expense by £BITDA
consohdated earmings before net finance charges taxaton imparment
depreciation and amortisation toreign exchange gams or losses and nor-
underlipng iterms) increased to 15 5 umes (2016 130 tmeshin the 12 months to
31 Decernber 2017 This was driven primarnily by earnings growth with interest
costs remaning inhine with 2016 The Group s arganic cash gencration remaned
stiong but signtficant Margarntc expanson increased leverage (operating net debt
to EBITDA updated ta account for the EBITDA of acquisitions ot disposals
undertakeninthe penod, to 17 tmes at 31 December 2017 (31 December 2016
11 tines) Leverage remains well within the targeted range of 1-2 times

The Groups long-term credit 1atings were tased on the back of strong growth and
prudent leverage management toody s and SaP increased then ratings of LSEG
to A3 and A respectively and chianged their outlooks to stable LOH Group
withdrew s 1ating upon redemption ot tts Preferred Securities but imhated new
long term ratings with S&P at LCH L and LCHS A to support business lines with
both atings set at A- with a stable outlooh

Foreign exchange

) 2017 2016
Lot 8 rate 1 41 Deerioct 112 1
Spom LSt rate at 4 Ledetnber 1.35 1.2
Boarige o€ rafe B the et 1.14 12
Averano S0 oo dnr the Lo 1.29 1A
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The Group ¢ pnncipal forengn exchange exposure aitses as aresult of ranslating
1ts foreign currency earnings assets and habilities into LSEG s reporting cutency
of sterling For the 12 montts tu 31 December 2017 far continuing operations the
man exposures for the Group were its Eutopean-based Eura reporting busmesses
and 1ts US based operations principally FTSE Russell Mergent and The vield Book
& 10 Euro cent movement In the average £/€ 1ate for the year and a 10 cent
movernent in the average L/USS rate for the year would have changed the Group s
continuing operaling profit for the year before amor tisation of purchased
intangible assets and non-underlying tems by approxmately L23 million and
£24 mllion respectively

The Group continues to manage its translation nisk exposure by matching the
currency ofits debt to the currency of 1ts earmings where pessible 1o ensure ts
key financal 1atos are protected frorm matenal foreign exchange 1ate volatiity

Eamnings per share

The Group recorded an adjusted basic earmings per share which excludes
amattisation of purchased intangible assets and nen-underlying werns of
148 7 pence (2016 129 7 penrer Basie earmngs per share were 146 4 pence
12016 23 5 pencel

Dividend

The Board 1s proposing a final dvidend of 37 2 pence per share which together
with the intetim dividend of 14 & pence per share paid to shareholdersin
Seplernber 2017 results nd 19 ncrease in the total dividend (o 51 6 pence
pat share The inal dividend will be paid on 30 May 2015 to shareholders on
the register as at 4 May 2016

Financial Targets
At the 12 Tune Investor Update event in 2017 the Group set out financial targets as
below and continues to progress against the targets, as referenced earlier i the text

Fnancial Targets 1o 2019

FTSE Double-digit growth to continue
Russell sustainable and altractive margins over the same pennd
LEH Double-digit OTC revenue growth to continue
] Accelerating EBITDA margin growth — approaching 50%. by 2019
LSEG

Operating expenses held at ¢.4% p.a. increase while the Group
continues to deliver revenue growth and mproved marging

Next phase cost saves £50m pa by exit 2019

EBITDA margwn of €.55%
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Risk management oversight

The management of risk 15 fundamental to the successful execution
of our Strategic Plan and to the resilience of our operations The Group
adopts a proactive approach to risk management During 2017 the
Group has successfully adapted its systems, processes and controls
to meet several significant changes in the regulatery environment
including MiFID II and the introduction of the £U Benchmark
Regulations Our approach to both regulatory and other changes has
allowed the Group to continue to support and service its key markets
and clients and maintain the Group’s standards for delivering stable
and resilient services that meet aur clients’ needs
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LSEG’s Risk Culture

While our formal Tisk framework codifies the objectwves and practires that govern
our processes our nsk culture determines the manner i which we manage nisks
every day

Our management culture embeds risk awareness, transparency and
accountatnlity A strong emphasis 15 placed on the imely wentihcation

and reporting of 1isk exposlres and i the strategic analysis of prevailing or
anticipated nsks The responsibity for identifiying and managing risks rests

with managemnent and with the Executive Commuttee with independent
oversight from our Group Risk Managernent Tearn and from the Group Board Risk
Committee Our nsk culture s one of our most fundamental tools for effective risk
management Jur behiaveaur framewoth feeds mnto the criteria that we use to
assess the effectiveness af aur nisk culture and the commumication escalation
and use of 11sk analysls to make strateqic decisions

Strategic Risk Objectives
LSEG s Strateqic Risk Objectives denwve from the strategy of the Group whichas
defined annually by the Board The nisk objectives of the Graup ate as foliows

ramntaimng a strang nisk culture throughout the Group the Risk Management
Framewark 15 embedded within divisions and functions

- Mantaining stakeholder confidence the Group s stakeholders have confidence
inits abnhty to delver 1ts stiategic objectives with robust and effective
governance and operahional controls

— Maintaiming stable earrimgs growth the stiategie growth of tho business s
delivered 1n a controlled manner with long term value enhancerment and low
volatility of underlymg proftability

- Maintaiming capral tequvements the Group has sufficient capial resources to
meet regulatary requirements 1o cover unexpected losses and to meet the
Group s strategic ambinens

- Mantaimng hguidity the Group retaing of has adequate access o tunding to
meet1ts obhgations taking into accournt the avalability of funds

mgnitoring and mandging credit Tisk exposure M Comunction with prevating
macroeconomic and geopoltical factors to ensure Group Thresholds rmits are
always adhered to

- Fnsunng prudent levels of margin default funds and hguidity arrangements in
the Groups CCPs

- Maintaining nperational stability by facitating orderly market operations
the Gioup's operations are delivered ina secure and efficient rmanner
without distuption

- Achieving operational excellence consistent with the Group s aspuation ta be
operationally ‘best inclass

- Mamntaimng physical and IT secunty to protect the Group s assets our people,
infrastructure data and other assets

— Adhering torequlatory requirernerts the Group canducts actiities at all imes
n full comphiance with its requlatory obligations
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Current Risk Focus
Current nsks on which we continue to focus relate to

Geopohtical Uncertainty whilst mure information wath regard to the tmmng,
progress and outcome of the negotiation process of the UK s future relationship
with the EU s starting to emerge uncertaunty s expected te continue mn 2018 as
the Uk government moves nte the second phase of negohations

Requlatory Change Regulatory change affects the aperations of the Group as well
as those of our users and customers and increases 1egulatory nsk through
increased regulatory compliance nsk Following the requirernents of ku 10 [ and
MIF IR corming into effect on 3 January 2018 further changes will continue 1n 2018

- Transformation Recent acquisitions inctease the transformation nsk whitst
delivering opportumities to compete globally

- Liguidity The tepo market has been adversely affecled by banks contracting
ther halance sheets 1 response to leverage restnctions This conlinues (o impact
CCPswho use secured investments suc b as 1evel se repos as mandated under
EMIR 1o maintan sufficient ongoing hquidity and immediate access to funds

- Secunty and Resthence The securily and resthence of systems represents a key
dlobal emerging nsk across the whole financial services industry

The Gruup has an ongoing programme of development and enhancernent of 1its
Enterprise wide Risk Management Framework (ERMF1 The LRMF metrics and
ndicators include stress testing used to momitor 11sks aganst nsk appetite to
1espond to ermerging o unexpected nsks

Gowg forward we wall continue to strengthen our Risk Managerment by building
on the framewarks we have put in place Accordingly we believe the Group s well
posttioned Lo seeh new opportLnities 1 the year ahead

LSEG Risk Appetite Components

Culture

STRATEGIC RISKS

Stakeholder Confidence

Earnings

FINANCIAL OPERATIONAL

c Operational Stability

Group Liquidity Operational Excellence

Counterparty Concentration

CCP Financial Resources

IIIH
HHII
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Group Risk Appetite

LSLG s Risk Appetite 15 defined as the level of nisk that the Group will accept in
pursuit of its strategic objectives The Group Risk Appetite Staterment proposed
by the Executive L omimittee 15 approved by the Board at least annually and 1~
determmined in conunctioriwith the Group s strategy and ahgned Lo the Stratequc
Risk Objectives The components of Risk Appelite that relate to Central
Counterparty Cleanng Houses (CCPsy and Central Secunities Depositones {CSDsi
are also approved by the respective Boards within the Group n comphance with
EMIRP (SDR and other applicable requlations

The Group Fisk Appetite 15 cascaded down to each business unit Regular
reporting at both Group and Business Urit levels uses Risk Appetite as a
benchmark that can then be ncotporated nto the Group Risk Policy Tramework

1isks that are outside Risk Appetite are escalated to Exec utve Cormmittee members
and to the appropnate Risk Committee The Risk Appetite status s also teported
to the Board Risk { ommttee and to the Board for all aggregated Groupnisks

Three Lines of Defence
| SFG s nisk contral structure s based on the 3 ines of defence madel

- The Frst line (Management 1« responisible and ace ountable for dentifying
assessing and rmanaging nsk

— The Second ine {Risk Management and Cormnpliancet 1s responsible for defiming
the Risk Management process and policy framework: providing challenge to the
furst ine on Risk Management actvities assessing risks and reporting to the
Group Board Cornmittees onrisk exposure

— The Thud e (Internal Audity provides independent assurance to the Board
and other kel stakeholders over the effectiveness of the systems of contiots
and the CRIAF

Overall Risk Assessment

Key 11sk categones inctude strategic operational and hinanaial nsks Operational
rish includes 1T risk as well asTisk assnciated with operational processes with
finanaial nskncluding credit cleaning and market risks we recognise that each
of these nsks 1f not properly managed andior mitigated could have armimpact
onthe Gloup and onits subsidianes reputation Indications of the relative sizes
of these risk types are shown qverleaf

Risk Management Approach

Our approach to managing nsks ingludes & bottom up and a top down approach
Key external and internal factors are stress tested actoss our Group operations to
assess the potenbal impact on the imancual resulls sttategic plans and
opetatisnal resience

The risk function s centrahsed at the Group level with the exception of the CCPs
where edach cleanng house has its nwn nsk tearman comphance with the EMIP
requirerments and CSDs whic hwill be teguned to have ther own nisk teams under
the forthe orming provisions of CSDR The funchion s main role s to maintan a Gt for
putpse Group FRME and recommiencd to the Pisk Commttee and to the Bodrd Rusk
Appette staternents 1L also reviews and monttars the nsk prohle of the Group and of
1t subsichanies and ensures it remains within Risk Appetite The functinn supports
the Pisk Committee mermbers by provcdingteports oo the Group s nisk rohte and
ety escalabion of exceptions 1t also memttors ¢ omphiane e withroles and
teculations and develops and maintan e frami sorks to fanibtate thedentheation
assessment eporhing and mononng of all the prmcipal nake that ¢ outd matenally
impatt the teputatinn fiinancal position or apetations nf the Group
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Risk management oversig ht

Risk Management Cycle

The Group ¢ Risk Management process s set out in the Risk Management Cycle
The key to the cycle s that it both beqns with and feeds back 1o the Business
Strategyy — which s ulimately determined by both internal and external dnvers
This ensures that the management and assessment of nsk remiains a
fundamental component of the Group s strategic dectsion making process

LSEG Risk Management Cycle

Business
Strategy

Risk management
activity supports the
business strategy

Risk Risk
Monitoring

Appetite

The level of risk
that LSEG is willing
to accept in pursuit
of our strateqy

Menitor and report
on our risks

Risk Risk
Capture Policies

Identify all key Minimum

Tisk exposures standards for our
people and monitor
compliance

Economic Capital

The development of an economic capital medel  onsisting of « risk component«
credit market operational and business) will enable the Group to consistertly
assess nsk and the economic effects of nsk-taking activities The relative
contnibution of each component to the Group s total economic capital 1s shown in
the chart below Operatonal nisk represents the largest component of the Gloup s
econormic capital this imphes that operahonal nsk s the main sowrce of nsk for the
Group whichhs expected given that the Group 1s a market infrastructure business

LSEG Economic Capital Components

@ Credy Risk
Market Risk

@ Operational Risk

# Business Risk

&4

Stress Testing Capabilities and viability Statement

The Group's viability statemnent 15 under pinned by the Group £ stress testing
process Under this process a set of severe but plausible scenanos appropriate
to the business of the Group and reflecting our principal ks are defined by
tManagement and the financial impact of each on the Group s guantified

The stress test scenanos are re-assessed annually and may be updated either
dunng this review process or at other times during the year where the external
environment changes

A 3 year horizonis used for LSEG s financial wigbility statement. consistent with
the Group s strateqic planning cycle The scenanio impacts were evaluated

on the Group s key inancial metncs hguidity headroom leverage nterest cover
and requilatory capital headroom

In addition a set of rompounded stresses was evaluated to provide further
confidence on the ongoing financial viability of the Group even under very highly
stressed envitonments  The process and final output of the stress tests was
reviewed by management and by the Board and Audrt Committee They also
teviewed and discussed Teverse stress testing which was performed 1o assess
what would be requited to breach the Group s covenants

The Duectors financial viabihty staternent 1s contained in the Directors Report
on page 95

CCP Risk Management and Oversight

Lackiof the Group s CCPs comphies with the appropi ate requiatory reguirements
Consequently they each rmanage thewr sk under the gover nance of their Board of
Directors and of ther internal nisk managerment structure The Group morktors the
LLP & aggregated risks positions by using louls Hhiat megsure the overall eaposure
to rounterparty nisk credit sk (ncluding latent rnarket nsk whete a default can
tesult in a CCP having the market nisk tnherent wn the defaulter « portfolioy and
hqundity sk 1t uses a bottom-up approach for the momtonng of operational 1isks,

The Group s CCPs are managedt i accordance with our FRMF which includes

a CrP Financial Risk Policy specifuing rmwimu  nsk standards for margin
confdence level default fund cover liquidity counterparty concentrations
new membe assessment 1eparting and collateral This promotes consistency
1 the gversight of our ¢leaning nisks while protecting the independence of the
CCPs nsk management processes as requied by relevant regulation

CCP Risk Management and Operations

The Group s CCPsnter pose themselves between 2 counterparties in a trade
and assurne the legal counter party risk for ehgible Iransachons that are cleared
through ther markets If either party defaults on the trade the CCP becomes
accountable for the detaulter < nisk and associated habiities

Fundamentalto a CCP s nisk process s 1ts callection of tigh quahty and highly
quid collaterat from cleanng members and clients as security for potential
defaulter nisk The CCPs have in place a vaniety of margin models across asset
rlasses, to calculate the collateral requirermients appropnate to each mermbes s sk
position Cleanng members are also required to pledge coliateral to the default
fundis) the overall size of whneh, for each clearing service 1 computed to at least
the ‘Cover 2 level - large enough to covel the 2 members that would create the
fargest iability given a sumultaneous defautt under extreme but plausible market
conditions — and allocated actoss the members of the cleaning service

The adequacy of the CCP ¢ Financial Resoirces (Marqins and Default Fund

contnbutions collected from s members) 15 assessed on at least a daily basis and
reported regulanty in accordance with the CCP Fianacial Risk Palicy using Group
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Strategic Report Risk management oversight

Risk Appetite as a benchmark The Pninciples for Financial Market Infrastiuctures
{PFMII produced by CPMI 10SCO and EMIR provide the minmurm Risk
Managerment standards that a COF should apply howsver LSEG C0Ps appsly
maore stringent margin conbidence levels i most cases

It a clearing member fails the ¢ ollateral collected 1s used by a CCP to complete the
trades and fulfil the falled arganmisation s obligations This ensures that the party
on the other side of the trade 15 not negatively impacted by the default The
miargen s calculated to cover tnarket moves up to a certain confidence level

If losses exceed the defaulter s imancal resources, then under EMIR Requlation
the CLP s required to atihse a specified proportian of its own capital skin-in-the-
game before it can utihise the assets of nori-defaulters The skin-in-the-game
represents a propet tion of the CCP s own capital thats sufficient to act as an
tncentive for CCPs to mintmise the operational sk relaled to default management
and to adopt robust nisk managerment processes Onece the skin-in-the-game has
been exhausted turther losses are dllocated to the non-defaulting members vid
furided rmermber contnbutions to a mutualised default fund for each asset class

or group thereof followed by further cash calls knowr as assessments and then

4 lows distiibution waterfall set aut m the COP rulebook CCP operational nsk 1s
managed using a bottom-up approach and s aigned with the Group s operational
nisk management approdch

Further information on the Group s cleaning related nisk s contained 1 the
Principal Resks and Uncertainties on kiges 49-50

LSEG Risk Governance Structure
The Risk Governance of the Group s as loliows and presented diagrarmmatically
below

- The Board 1s responsible for deterrmiming the: Group Risk Appetite The Board s
Risk and Audit Comnmttees recewve regular reports presenting the aggregate
risks of the whole Group measured agaimst the Appetite

— The ERMF defines roles and resporstbities for nisk management oversight
and activimes ncluding fur the Board the Executive Committee and sub-
Comrrittees Lhereot

the Executive Financial and Operational Risk Commuittees mormtor and report
on the nsk profile of the Group review and challenge the apphication of the
Group nsk framework recormmend Risk Appetite Statements to the Executive
Comrattee and momter compliance with the relevant risk policies

- The Group has a Businesss Contuunty Management framework in place which
1« managed and maintained through a fully established Business Continuity
Programme The Business Cortinuily Programme (s overseen by the Business
Continuity Board a sub-commuittee of the Operational Fisk Committee The
Business Lontinuity Board rerewes the self certfication results of all the Group s
Business areas

— The Mew Product Market Committtee roviews and 1ecommends business cases
to the Executive Committee ensurng product inovation and new market risks
are appropnately dentified and assessed

Each Group-level risk 1s gwned by a member of the Executive Commuttee whao
1s responsible for managing or mitigating the risk i order to Tremamn within Risk,
Appetite The Board and the Risk Committee recetve presentations on matenal
1i1sks and related mitigants as appropriate

The Reports of the Audit and of the Risk Commuittees on pages 65-71 provide
detalls on the work carned out to assist the Board in fulhling its oversight
responsiblities for nsk management and systerms of internal control

LSEG Risk Governance

FIRST LINE

LSEG Board

SECOND LINE ! THIRD LINE

Audit
Committee

Risk
! Committee

Operational Risk
Committee

Financial
Risk Committee

New Product/Market
Committee

Business
Continuity Board

Treasury
Committee
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Principal risks and uncertainties

LSEG Risk Governance

OVERVIEW OF PRINCIPAL RISKS:

Strategic Risks Financial Risks
Global economy Credit risk
Regulatory change and comphance Market risk
Competition Liquidity nisk
Transfarmation Capital nisk

Reputation/Brand

A fsicLevel Increasing e Risk Level Static WP Risk Level Decreasing

STRATEGIC RISKS

Operational Risks
Technology
Model nsk
Security threats —Physical
Secunity threats — Cyber
Change management
Settlement and custadial risks
Employees

Risks related to our strategy (including the implementation of strategic intiatves and external threats to the achievernent of our strateqy; The category also includes

reks associated with reputation or brand values

RISK DESCRIPTION

Global economy

As a diversified markets infrastructure business we operate 10 a broad range of
equity fixed income and denwative markets setwvicing chients who increasmgly seek
global products and solutions If the global economy underpertormes lower actwity
n our markets may lead 1o lower revenue

The UK Brexit negotiations with the £U have added uncertainty into global markets
Discussions between the UK and EU continued through 2017 and the Eurapean
Council finally accepted 1n December that progress in the first phase of negotations
was sufficient to move on and indicated that a transition penad should net continue
beyond the end of 2020

Stronger economic data and inflation concerns have dorminated central bank official
Tate actions The Federal Open Market Commuttee (FOMC ) increased the Fed Funds
targel rate 3 imes duning the course of 2017 In November the Bank of England (BoF)
ncteased the Bank Rate by 25bp Meanwhle the Elropedan Central Bank (ECB has
left rates unchanged though commenced a reduction in its quantitate easing
programme The expected econormic growth could fail to matenalise and higher
rates could lead to a slowdown

Ongoing gespolitical tensions continue 1o add uncertainty in the markets This
together with the continuing potental for palitical rhange through national elections
{for mstance the upconming Ltahan elections in March 2018) may impact confidence
and actwaty levels Ths will be monttared closely

MITIGATION RISH LEVEL

The footpnnt of the Group has continued to broaden further —
nproving the geographical dwersihication of the Group s inceme

streamns 1he Group roivtigates the foteign exchange translation

exposure created by ownership of overseas businesses by

matching to the extent possible the currency of its deht to the

currency of its income streams This 1s supplemented as required

by a hedging pregramme using market standard dervative

mstruments katenal forewgn curtency transactions relate mamiy

1o mergers and acquisitions (M&A] and dwidend related receipts

date hedged as required by Group Treasury Policy

The Group petfarms reqular analysts to monitor the madrkets and
the potential impacts of market price movements on the business
Actiities include Key Risk Indicator tracking stress testing and
hedgmng We conhinue to actively moniter the ongoing
developrents following the result of the UK referendum on leaving
the EU Cormrmttees have been established to assess and addiess
areas of iImpact on our operations and the Group has formulated
contingency plars with the objectives of continuty of market
function and custorner setvice 1n the event of a hard Brexit

The Financial Risk Committee closely monitors and analyses
multiple market stress scenanos and action plans i order

tO MIITISe &Ny Umpacts stermmimg from a potental detencration
of the mactoecononic environment. The stress scenarios are
regularly reviewed and updated in response to changes in
macroecanorme concditions Additional ad hoc analysis such as
speriat credit reviews of counterparties are presented to the
financial Risk Commuttee for consideration where events dictate

For mote information, see katket trends and oul response on pages 17—15 and Mole 2 to the accounts Financial Risk Management on pages 120—124
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Strategic Report Principal risks and uncertainties

RISK DESCRIPTION MITIGATION ) RISK LEVEL
Regulatory change and compliance Changes i the 1egulatary envuonment forrm & key nput nta our A
The Group and its exchanges other trading venues CCPs index admiitstiators stiategie planmng ncluding the polticabmpact on our growth

central securities depositones trade repositonies and othen 1equlated ennities strategies both organic and norganic We rmarntor regulatory

operate 1n areas that are mghly regulated by governmental competition and developments continually and engage diectly with regulatory

other regulatory bocies and governmental authorities at national £U and uternational

levels The Group has developed contingency plans to address

Theteis a nisk that the UK s exit from the LU may le. nsider able lat
1 el 2y lead to considerable regulatory the UK s exit frorm the EL and momitors deselopment s < losely

change There s arange of LU and UK measures which npact our business directly
o mdwectly including EL Benc bmark Regulation Secunties Financing Transaction Wt continue to develop our relationships withi the hey political
Requlation {SFTRI and Markets 1in Financial Instruments Directive (MIFID 11} Together  stakeholders in the EU North Amernca and Asia Potentiahimpacts

with MIFIR 1ts accompanuing regulation MIFID 1T came into force on 3 January from regulatory change are assessed and depending on the
2018 LSEG has delivered a senes of key technological and procedural changes to wnpact opportumties are developed and mitigauing strateqies
prepare for the implernentation of these new regulations and acthions are planned

In addition several tegulatory initiatives ate ongong some of which doectly affect As the vanaus regulatony initiatives progress there wili be greater

LSEG activities especially in the context of the depaiture of the LK from the EtJ certamnty with regard to ther likely final form The Group continues
This s the ¢ ase with ongaing CCE regulatory inhatives mainly EMIR Review and to focus onrernaiming well positioned to respond to 1equlatory
[CP Recovery and Resolution Inhay and June 2017 the Furopean Commission developments and further opportunities exist for the Group to
proposed to resiew LMIR transachan-level requirernents and the supervisory delwver solutions to help the market address the changing
frarmework applicable to EU and third country CCPs These reviews and in particular teguiatory environiment including those linked wath the departure
the proposal tontroduce the option to mpese enhanced supervision o location of the UK from the £

requirements on third country CCPs that are of systemic impartance for the EU
could have imphications for the Group s CCPs The Group menttors these requiatory
developrents in order to help the markel address the changing regulatorny
envionment throughits multiple locations The European Commission made
proposals Lo significanthy transform the European Supervisory Authonties prncipally
by empowenng ESMA to be the cential supersisor for arange of new financial
entiies including systernically important third country CCPs third country
benchmark adrmmstialons dala sernce reporting providers and as the approval
authonty for certan types of prospectuses However the nature of final political
agreernent on the proposal 1s tnghly uncertam The Ewropean Commussion made
proposals ro introduce a prudential regume for mvestrnent firms which may daffect
the ability of propnetary tracing firms to provide iquidity on LSEG markets

The Group continues to maintaut systerns and controbs to nitigate
compliance risk Comphance pobries and procedures are regulariy
reviewed 1o ensure that Group entities and staff are compliant
with applicable laws and requiations and uphold aur corparate
standards All staff acioss the Group are subject to mandatory
cormpliance trawing

In Decemnber 2017 the Basel { ammttee on Banking Supervision published final
recommendations on the Basel 111 Framewaork which ds currently drafted could
adverselyy impact CCP clearing velumes wath imphcafions for the Growp s revenues
However 1n Novernber 2016 the European Commission published proposed changes
ta the EU Capital Regurrernents Requlation which largely newtralise the effects for
turopean clients and are currently being discussed wath the other co-legisiators

The changes would allow CCP clearing mernbers to reduce then exposute measures
by the amount of initial mdrgun recewed liom chents for CCP cleared dernvatives This
would 1educe leverage ratios thus remaoving a financial barmer for deaning mernbers
to offer client clearing

The EU Benchmartks Regulation came into effect on 1 January 2016 and b 15E Russell
will need o apply for authonsation as a regulated benchmark adrnistrator by 2020

In many of our key Junsdic tions there 1s anincreasing legislative and regulatory
foc s on cgber secunly data flow and protecnion and emerging lechnology 1 SEG
supports the requiaton etfarts on these wsues as they increase the standards for
chents vendors and other third parties with whom we interact Regulators are
manitonng and censidenng requlatory frameworks atound the developrnent of
Innovative inancial services technologles which are impartant for maintaning the
resthency in the market

Negotations also contimue on o pessible Financial fransaction Tax IFTT) Dunng
2017 hitle progress was made however a FTT could adversely impact volumes i
financial markets

i the US thete s g considerable and comprehenstve review, of the finanoial services
regulatony framewnrk ncludmg n are as umpacting our capital markets post trade
intarmation services and technology drasions we remeain closely engaged waith the
telesant policymiaken< on these patential change s which dare hkely 10 see progres:
A0

There s a sk that one o more of the Groups s entities mag fail to conmply wathithe
laws and regulatory regurernents to which s of becomie s subnect nthis event
the entity i question may be subyect tocensires, ines andl othet tequlatorg o
legal proceedings,

For e mtonnation on requlatory changes. seo tarket tends and our tesponse onpages 12 1+
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Principal risks and uncertainties

RISK DESCRIFTION o MITIGATION o ] RISK LEVEL
Competition Lompelitive markets are by theu very nature dynamic and the —
The Group operates na highly competitive and global industry Cantinued etfects of competitor actiaty can never be fully rmitigated  Seror

cansolidation has fuelled competition including between peers and service prowders  management and a broad range of customer facing statf in all

in dhfferent geographical areas business ateas are actively engaged with clients to understand

therr evolving needs and motivations we have established a
Group Relationship Programime ta co-ordinate this actoss Group
businesses globally

Inour Capital Markets operations, there 1s a Tisk that compehtors will imprava ther
customer service products pncing and technology in a way that erodes our
businesses There s strong compeniton for prirmary listings and ¢ apital 1aises from
ather global exchanges and regional centres We maintain a dedicated international  The Gloup undertakes constant market monitoring and pnoing
tedm who promote the benefits of lsting on oy markets to Mternahonal 1ssuers the  revision 1o mitigate nsks and ensure we are competitive

global advisory commurnty and ather stakeholders Options for both debt and equity  Comimerciab nitiatives are ahgned with our clients and this s
funding are also Ncreasing as private equity venture capital and new options such as — complemented by an ongoing forus on lechnology operations
crowd-funding and crypto-currencies are ncreasingly being considered The Group  research and development

will need to continue strong and collaborative dialogue with customers to ensure 1t

rermains 1esponsive to ther changing requuements

In Post Trade Services, competition will continue to wtensify as we see d shuft
towards open access and interoperabibity of CCRs and legistative requirements

for mandatory ceanng of certan OTC dervative products While this may create
new business oppartunities for the Group, competitors may respond more guickly
to changing market conditions ar develop products that are preferred by customers,
The Group's track record of working with custorners and other financial market
infrastructure praviders icluding the user focused model in { CH wall el us

to continue to deliver innovative new products and setvices to meet evolving
custormer needs

The Groupss Information Services business faces competition from a variety of
sources natably from other venues that offer market data relating to secunnes that
are traded on the Group s equity markets as well as from indes providers which offer
indexes and othet benchmarking tools which compete with those offered by the
Group As the Information Services offering diversihes and seeks to meet customer
needs for new data segments and asset classes 1ts facing a hroader range of
competitars furthermore if the Group's share of equity trading were to corme under
further pressure the Group < market data offening rmght be seen by currert and
DIOspeCtive CUSLomers as beng less vatuable which may adversely affect the Group s
business financial condition and operating results I competitors are quicker to

ac cess techrology innovations such as artficialintellgence they may achieve a
valuable advantage which may mpact the Group s relatwe profitability and ability to
develop new services n a similar way Our integrated and business-led approach to
technology research and developrment (RaD! will help us to manage this nisk and the
Group 15 well advanced in investigating and apphing umerous new technelogy
wnnovations ncluding in Informatign Services

In Technology Setvices there 1s intense competition across all actvities and there
are strong Incumbents i some of our growth areas New entrants are ncreasing
From both wathin and outside of owr bradibional compention base Start-ups wech
mdy be sponsored by existing L5EG competitars of customers are introducing new
technology and commercial models to our customer base which we need toyespond
to with new products and services of o own Qur continual client dialogue and
rvestment in product management and planming are critical to understanchng and
managing the impact of changing customer requuements n owr technology and
other business lines

Transformation The LSFG ERMF ensures appropnate Risk bManagement across the A
Given the cunrent levels of change and alignment activity taking place across the Group and the governance of the Group fallowing a merger or

Group The Group1s exposed to transtormation nsks irtsk of loss or failure resulting acquisition s aligned and sttengthened as appropriate The Group

from changeftransforrnation] Ths derves from internal (orgamich change and perforrms reaular reporting of change perfotmance ncluding

change required by the integr ation of acquisiions As part of the aignmernt ongoing ahynment activity

nocesses, the Greup targets spectiic syner Ties
I Hptarg pee ynergy delvene Fachmaoninttiative 15 overseen by a steening cormmittes which

A failure to successfully ahgn the businesses of the Group may lead to an increased  momitors the associated nisks closely and 1s tupically chawed by the

cost base without a comimensurate increase inrevenue, a fatlure to capture future Chief Financial Officer and nidludes Executve Committee
product and market oppartunities and nsks i respect of capital requirernents members Regular reports are submitted to the Executive
regulatory relationstips and management time Commuttee the Board Risk Cormnmuttee and the Board

The additional work related to M&A and aligniment activities could have an adverse The Lioup has an effective Uack record of integrating acquisitions
mpact on the Group s day-lo-day performance and/or key strategic initiatives whuch — and delivening tangible synergies This 1s supported by robust
rould damage the Group s Teputation governand e and programme management structures,

The size and complexity of the recent acquisthons have increased the Group s « hange
management and transformation nisks However 1t has alse increased its
opportumties to compete on a global scale
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Strategic Report Principal risks and uncertainties

RISK DESCRIPTION

Reputation/Brand

A number of the Group s businesses haveconic natinnal brands that are well-
recogmsed at international as well as at national levels The strong repulation of
the Group s businesses and theu vatuable brand names are a key selling pont
Anyeverts or actions that damage the reputation or brands of the Group could
adversely affect its business, inancial candition and opetating results

Failure to protect the Group s ntellectual praperty nghts adequately could result in
costs for the Group negatively impact the Groap s reputation and affect the abibity

of the Group to compete effectively Further defending or enforcing the Group's
intellectual property nghts could result 11 the expenditure of sigrificant hnancial and
rmanagenal tesources which could adversely affect the Group s business. financial
condition and operating results

FINANCIAL RISKS

MITIGATION RISK LEVEL

LSEG has pohcies and procedures i place which are designed to —
ensure the appropnate use of the Group sbrands and to maintain
thentegnily of the Group s reputation

LSEG actively monttors the use of its brands and other
ntellectual property norder ta prevent dentify and address
any infningements

The Group protectsats intellectual propertu by retying upon a
combination of tradernark laws copynght laws patent laws
trade secret protec tion confidentiality agreernents and othel
rontractual arrangements withits affihates chents custamers
suppliers strategic partners and others

The risk of financial tallure reputationalloss loss of earmngs andsr capital as aresult of investment actnaty lack of kqudity funding or camtal and/or the inappropnale
recording teporting and disclosute of Anancial results taxation ar regulatory information

RISK DESCRIPTION
Credit risk
Cleanng

CCPsnthe Group are exposed to credit Tisk as a result of ther deanng actwites A
default by a CLP cleanng memiber thal could not be managed within the resources
of the defauited cleanng member could adversely affect Lhat CCF s1evenues and its
custorners goodwll CCPs authonised in the EL are requied to make a proportion of

theur regulatory capital available Lo covel default losses atter the defaulter s resources

have been exhausted and pnor te allocation of losses to non-defaulters and so 0
extrerne crcumslances a defaull could lead to & call on the Group CCPs awn capital
skin-in the game CCPs may dlso be exposed to credit exposure to providers of

infrastructure services such as Central Secunties Depositanies 1£5Ds) and commercial
banks providing mvestment and operational services In addition certain CCPs within

the Group have interoperability margin drrangerments with other CCPs requiting
collateral to be exchanged i proportion ta the value of the underlying transac tions

The relevant cieaning provider entities within the Group are therefore exposed Lo the
nsk of a default of other CCPs under such anangements

Non-Cleanng

CCP< and other parts of LSEG Group are also expased to aredit nsk as a result ot
placing maney with mvestment counterparties on both a secured and unsecured
Dasts Losses mayoccur due to the default of esther the investment courterparty of
of the ssuer of honds bought outnight ot recewved as collaterat

_hiITIGAYIQN R RISK LEVEL

Clearing —_—
As (P members continue towork towards strengthening of thew

balance sheets the risk to LSEG CCPs uf a member default teduces

although continuing geopaolitical Uncertairity continues and the

banking sectors of some countrnestemanm stressed The financial

nsks assocated with cleanng operations are furthasr mitigated by

— stict LLP mernbership rules inclucing supervisory capital
financial strength and operational capabiity

— The mantenance of prudent levels of margin and default funds
Lo COVET SxposUres fa participants Members deposit margin
computed at least daly to cover the expected costs which the
cleanng service would incur in ¢losing out open posttions i a
volatile market 1n the event of the miernbet » defaull A default
tund sized to cover the defaull of the 7 members with the largest
eXPOSUIES N each service ustng & suite of extrerne tut plausible
stress tests rmutuahses losses in excess of margin amongst the
cleanng members

- Regular Fire Dnills are carmed out to test the operational
soundness of the LOPs default management processes

— Infrastructure provider s are requiarly assessed in hne
with policy

Non-Cleanng

Policies are inplace to ensure that nvestment counterparfies
ate of good credit guality and al least 95+ of € CP commerial
hank deposits ate secured COP and non CLP countetparty
concentration nsk 1s ¢ onsolidated and momtored day at the
Group level and reported to the Executive Comimittee and to
the Board Risk Comnyttee nid luding lirmts and starus 1afing

For roreanformation on thes nisk see the Past Trade Ser aces sec tion of the Segmental Feview on pages 23-27 and Note 2 19 the accounts

binancial Risk tanagerment mpages Lii—174
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Principal risks and uncertainties

RISK DESCRIPTION

Market risk

Clearing

The Group s COPs assume the counterparty nsk for all transactions that are cleared
through ther markels In the event of default of theu clearing members therefore,
credit nskowill manifest itself as market sk As this market nsk s only present in the
event of default this s referred to as latent market nisk The latent market nsk
ncludes interest rate risk foreign exchange nsk eguity nsk and commodity price
risk as well as country nisk 1ssuer nsk and concentration nisk. This risk s greater if
rnarket conditions are unfavourable at the time of the default

Non-Clearing

The Group 15 exposed Lo foreign exchange nsk as a result of 1ts broademing
geographical footpnint There are however alss benefits of global dwversification
including reduced exposure 1o local events such as the UK Brexit vote

The Group 1s exposed to nterest rate nsk through s borrowing activities and
treasury investments Further increases i interest rates n 2018 may inciease the
Group s exposure ta these rnisks

MITIGATION RISK LEVEL

Cleanng —
The margins and default funds referred to previously are sized to
protect agamst latert market nsk The adequacy of these resources
15 evaluated daly by subjecting member and customer positions
to extrerne but plausible stiess scenaros encapsulating not only
histoncal crises but theoretical farward-locking scenaros and
decorrelation events Al our CCPs are comphant with the
appropniate reguiatory requirerment s regarding margin caleulations,
capial and default rules Latent market nisk 1 momitored and
managed on a day-to-day basis by the nsk teams within the
cleaning services COMMITtees over seeng market Tisks meet on
ategular basts

Non-Clearing

f oreign exchange (FX; sk ts monitored closely and translation sk
15 managed by matching the currency of the Groups debt to s
earnings to protect key ratios and partially hedge currency net
assets Toensure this 1s effective and also to manage any local

FX transaction nsks, FX dernvatives including c1oss currency
swaps are used - undet a control framework governed by LSEG
Board approved policy

The split between floating and hxed debt 1s managed to
suppart 1he Groups target of mantaining an mterest coverage
ratic that underpins a good nvestrnent grade credit rating
Authomised detvatives can be used to supplement a mix of
floating rate loan bonowings and hixed rate bond debt to
achieve the Group s Policy objective

For more information on this sk see Note 2 to the accounts, Financial Risk Maniagement on pages 120-124

Liquidity risk

Clearing

There are 2 distinct types of nsk to which the Gioup s CCPs are expased to that are
commonly referred to as hqudty nsk - market hgudity 11sk and funding higudity
115k The former is the 1isk that it may be ddncult or expenwve to iguidate a large of
concentrated position and 1s addressed under market nisk The latter 1 the nisk that
the CCP may not have encugh cash 1o pay vanaton margn to nen-defaulters o to
phusically settie secunties delivered by a non-defaulter that cannot be on-sold to a
defaulter and this 1s the subject of this section

The Group s CCPs collect cleanng members marqin and/or default funds
contributons i cash and/or in highly ligud secunties To mamian sufhcient
ongong iquidity and immediate access to funds the Group s LUPs deposit the
cash recewed in highly iqud and secure nvestments such as sovereign bonds and
reverse repos as mandated under EMIR, secuniies deposited by cleanng members
are therefare hetd 1n dedicated accounts with €SDs andvor International Central
Secunties Deposttanes (ICSDs) The Group's COPs also hold a small propertion of
thel investments inunsecured bank and money market deposits subject tathe
rmitations inposed by EMIR The successful operation of these nvestrnent activities
1s contingent on general market condiions and there 15 no quarantee that such
nvestments may be exernpt from market losses

Non-Clearing
1quichty sk in a non-clearing context 1s the risk that the firm may be unable to
make payments as they fall due

Clearing —
The Group s CCPs have put in place regulatory compliant

hquidity plans for day-te-day lquidity management ncluding

contingencies for stressed conditions The Group s CCPs have

multiple layers of defence agamst hquidity shortfalls including

intraday margin calls minmum cash balances access to

contingent hquidity arrangements and for certain CCPs access

ta central bank hquudity

Under the ERMF, CCP investments must be made in compliance
with the Group CCP Finanaial Risk Palcy fas well as the policies of
the CCPs thermnselves) These policies stipulate a number of Risk
Management standards including investrnent imits (secared and
unsecured) and hquidity coverage ratins Commuttees overseemg
CCPinvestment risk meet regularly

Each CCP monitors 1ts igudity needs daily under stressed and
unstressed assumptions and reparts to the Group Financial Risk
Commuittee each month

Non-Cleanng

Requrrernents for iquidity including headroom requuernents are
set out inthe Group Treasury Policy The Group rmaintains hguidity
facihities and monitor s ats requirements on an ongoing basts
stiessed facihity headroorm s assessed using plausible downside
business projections

Group Treasuryrisk 1s mortered dailly and 1s managed wathin the
constrants of a Board apmoved policy by the Group Tieasury
tedam and 15 averseen by the Treasury Committee {a sub
Cormmittee of the Financial Risk Cormmittee chared by the CFQ)
An update on Group Treasury nisks and actionss provided
monthly to the Financial Risk Commttee and to each meetmg

of the Board Risk Comimittee

For more information on thisnisk see Note 2 to the accounts Financial Risk Management on pages 120-124
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RISK DESCRIPTION

Capital risk
Principal nsks ta managing the Group s capital are

- Inrespect of regulated éntities. caprtal adequacy comphance nsk ithe nisk that
regulated entities do not mamntan and report sufficient qualifying capital to meet
requlatory requirerments) and capital reporing compliance risk jthe risk that
regulated entities fail to comply with capital reporting and regulatory obhgationsl
If arequlated entity 1N the Group fails to ensure that sufficient capital resources are
maintained to meet requlatory requirements this could lead tolass of requlatory
approvals and/or financial sanctions

- intespect of reguiated and unregulated entities, commercial capital adequacy and
quaitty nsk {the nsk that Group and solo entities do not maintain both sufhcient
quannty and quality of capital to meet commercial requementst and investrnent
return nisk [the risk that caputal s held n subsidianies o invested in projects that
generate ateturnthat 1< below the Group s cost of capital)

- Avallability of debt or equity capital (whether specific to the Group or driven by
general financial market conditionse

MITIGATION RISK LEVEL

The Group s Capital Managernent Policy provides a framewaork
to ensute the Group matntans suttable ¢ apitdal levels (both at
Group and solo entity levels) and effectively manages the yisks
thereaf The Groups Treasury Policy 1ecognises the need 1o
observe regulatory requuermnents in the management of the
Group s resources

The Risk Appetite approved by the Board includes components
relaled to the Groups leverageratios and capital nisks Key Risk
Incicators are menitared reqularly  The Group mantamns an
ongoing review of the capital positions of its requlated entities to
ensure that they operate within capitat imits whuch are overseen
by the Financial Risk Commuittee the Executive Camimittee and
the Board |he Group can manage Its rapital structure by varying
returns 1o shareholders 1ssuing new shares o increasing or
reducing burrowings The Board reviews dividend policy and
tunding capacity on areqular hasis and the Group maintains
cormfortable levels of debt faciity headroom

The Group regularly assesses debt and equity markets to maintain
access to new capital at reasonable cost The Group 1s rmundful of
potential mpacts o its key metrics when considenng changes to
1ts capital strurture

For more mformation on ths tisk see Mote 2 1o the accounts Financial Risk Management onpages 120-124

OPERATIONAL RISKS

The nsk of loss o ather adverse consequences to the business resulting from inadequate of fated nternal processes people and systems ot from exteinal events

RISK DESCRIPTION
Techmology

secure and stable techinalagy performing to gt levels of avatability continues to be
critical to the support of the Group s businesses Technology falures may impact our
chienls potentially leacding to a loss of trading or clearing volumes or mpacting ow
information services activipes

The Croup continues 1o consohdate its 1T develepment and operations inits shared
services company — LSEG Busingss Services Ltd — and in Lhe MillenmumiI T
infrastructure 1o provide greater control and efficiency

There 19 a nisk that as the Group continues to consolidate ts 1T development and
opetations 1 creares single pownts of falure for multiple Group businesses systerns
and services

The focus of activity in Millenniurmil T means there 1s alse a risk of respurce
nver-stretch to meet both the requirernents of the Group and those of thind
parties Continued mnaovation and irwestment in new tiading/Anformation
systerns can lead to further iesource streteh in coping withincreased volumes
and new product development

The Group also has dependenc ies ona number of third parties for the provision
of hardwaie software communication and networks for elements of its trading
cleanngy settlement data and other systerms

For more intarmeation

Model risk

The Group defines mindel visk as the sk that & meded imay not captere the

ossen e of the events bemg mndeliod o naccuraes i the underiying caloulation
petentally resulting in adverse ¢ onseguenc eo tesulting from dec eaone, based
onncoirect on msser moded oatput s
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MITIGATION RISK LEVEL

The perfarmance and avalability of the Groups systerms are —
constantly reviewed and monttored to prevent problems ansing
where possible and ensure a prompt 1esponse to any potential

service nterruption 1ssues

The Group continues actively todentify manage and rmitigate
nisks assatiated with the consolidanon of 1T development and
operations Reqular ngorous business impact and aperational 1isk
srenano analysts are performed in comunchion with the Group
Risk and Group Bustness Continuity and € nsis Management
functions to identify assess and remedy potential systern and
governance vulnerabilities

The Group s technology tearmns rintigate the nsk of resource
over-streteh by ensunng pricnttsation of key development and
operations activities and resource utihsation and alloc ation are
keptunder constant review The MillenmurniT systems are
designed to be fault tolerant and alter native standby computer
faciities are mamtaned to mminimise the nisk of system disruptions

The Group actively manages relationships with key strateqic
1T supphers to avold any breakdown i senice provision which
could adverselly atfect the Gloup s businesses wWhere possible
the Group has identihed alternative supphers that could be
engaged i the event of a third party faling ro delver onits
contractual commmitments The Group actiely montors new
technntngical develapments and opportumties suchas

biock: hain and Artiiimial Inteligence 1AL

set the Technology Seraces sechon of the Seamental Review onpages 32- 33

Subsequent tothe acdusition dunng the gear of The vield Beok
analytee s platforrn friom Cmgroup Ine the Godg: has embarked on
a programime of coarnplote review, of toded policies and procedures
toascertan whethel enhane ernents are required to address,

¢ hanges 1o the husiness The Financial Risk Cormmillee res e
Tesilts ot rmoded walidatione caemied ot
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Principal risks and uncertainties

RISK DESCRIPTION .

Security threats - Physical

The Group 1s rellant upon secure premises to protect its employess and physical
assets as well as approprate safequards o ensure uninterrupted nperation of its
IT systerns and infrastructure

Terronist attacks and sirmilar actwities duected aganst our offices, opetations
computer systerns or networks could drsrupt our miarkets harm staff tenants and
visitors, and severely disrupt our business operations Civil or political untest could
mpact compames within the Group Long term unavaability of key prermises could
lead to the loss of client conhdence and reputational damages

Security thveats — Cyber

The threat of cyber crime1equires a fugh level of scruting as it has the potential to
have an adverseympact on ow business Additionally, new emerging technologies
such as cloud computing will change our cybet secunty tisk

The Group's technology and operational suppert prowviders could sutfer a secunty
breach resulting in the loss or compromise of sensitive information (both internal
and external] or loss of setvice A major information secunty breach could have a
sigrificant negative unpact on our reputation financial costs tor temediation fines
and regulatory impacts and on the conhidence of our clients

Change management

The canwiderable change agenda 1s diven by Bath internal and external factars
Internal factors include the diversthcation stratequy of the Group andits drive for
technology nnavation and consohdation External factars wmclude the changing
regutatory landscape and requirernent s which necessitate changes to our systerns
and processes

Thete ate a significant number of rmajor, complex projects and strategic actions
underway concurrently that 1f not delvered to sufficiently hagh standards and
within agreed timescales ¢ould have an adverse impact on the operation of cole
selvices and revenue growth as well as darmaging the Group's reputation [he
volume of simultaneous change could also lead to a loss of chent goodwill if the
execution s not managed appropriately Synergies and cost benefits may not be
delweted to anticipated levels

MITIGATION o B i RISK LEVEL
Security threats are treated very senously The Group has robust

physical secunty arrangements

The Group 14 supparted by the Centre for the Protection of National
Infrastructure (CPNT i the UK wath security tearmis crantaring
intelligence and laising closely with police and global government
agencies Arrass major hubs covering the UK Eurcpe the
Amencas and Asia the Grloup maintains close momtonng of
geopolitical threats through a thud party secunty manitonng
service Where events are detecled 1etained response support
services ale mobised internationally The Group has well
established and tegularly tested business continuity and cnsis
management procedures The Groupsisk funchon assesses its
dependencies on critical suppliers and ensures robust contingency,
measuwes are nplace

Lxtensive IT measures aligned to the National Institute of
Standards and Technology (NIST] control framework are n place to
both rtigate and monttor cyber secunty 1sks such as system
vulnerabilities and access control [nformation Secunty teams
monitor iteligente and hase closely with police and global
Government agencies as well as industry forurms and requiators

The Group continues to invest 1n and enhance 1its information
seculity control envirenment ¢ yber defences and operational
process as it defivers toits Board approved Cyber Secunty) Strategy

The semar rmanagement team 15 focused an theimplementation
of the Graup s strategy and the project pipeline in view of thed
mpartance to the Group s future success Each major project 1s
managed via a dedicated Prograrmime Board averseen by
mempbers of the Execulive Committes

Software design methodologies, testing regimes and
test enviionments are continuously betng stiengthened
to rmnirmise implementation 11sk

For morennformation see the Chagman s statement on pages 45 and the Chief F xec utive s statement on pages 6- 7

Settlement and custodial risks

The Group s CUPs dre exposed to operational risks associated with cleaning
transactions and the management of collateral, particularty where there are manuaf
processes and contrals Winle the Group s CCPs have in place proceduies and controls
to prevert fadures of these processes and to rmitigate the wnpact of any such faures
any operational errer could have & matenal adverse effect on the Group s reputation
busmess financal condilon and operating resulfts

[ addition the Group prowdes roating netting and <ettlerment setvices through
1ts (5D to ensure that cash and securnities are exchanged in a umely and secure
mannet for a multitude of products There are operational nsks associated with
surh services particularly where processes are not fully automated

A fadure torecene funds from partictpant s may resull i a debiting of the Gioup s
cash accounts which could have a matenal adver se effect anthe Gloups business
financia) condmon and operating results

52

Operational risk 15 rmimmsed via ighly automated processes
reducing adrministrative actmaties while formalising procedures
for ali services

The 50 mitigates 1T nsks by providing for redundancy ot systems
daily backup of data fully updated remote recovery sites and SLAs
with outsourcers Liguidity for C5D operations 16 provided by
European Nafonat Central Banks
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Stiategic Report Principal risks and uncertainties

RISK DESCRIPTION

Employees

The calibre and performance of our teaders and colleagues 1s cntical to the success
of the Group:

The Group's ability to attract and retann key personnel s dependenit ana number
of factors This includes (but nat exclusively orgamisational culture and reputaticn
pravalling market conditions compensation packages offered by compreting
compames and any regulatory1mpact thereon These factors alse encompass the
Group s abality to continue to have appropnate vanable remuneranion and retentbion
arrangements in piace winch help drive strong business performance and ahgnment
to long-term shareholder value and returns impact the size of the local labour force
with relevant expenience and the number of businesses competing for such talent
whilst the Group focuses very carefully on the attraction and retention of talent 1f
unsuccesstul it may adversely atfect the Group s atality to conduct its business
through ar inability to exectte business operations and strategies effectively

MITIGATION

W focus ona number of strategic enablers to ensure we attract
and retain the nght calibre of talent fr our business and continue
tofanihtate a culture of hwgh performance

Wwe have arigorousn house recrintrment and selection prot ess
0 ensure thal we are bringing the best possible talent into Lhe
orgarsation i terms of then skills techmical capabilities cuftural
fit and potential

We dirm toremove barmers to our colleagues overall sense of
engagement proac bively measuring how satished they are with
ther working expenence at LSEG and the extent o which they
wolld recornmend it as a place to work We measure this
senliment when they join the organtsation via our b-annual
engagerment suvey 'Have Your Say andwa an exit survey for
those who choose 1o move on We use that feedhack toinform

our plans for improvemnent and to dentify and resolve any barmers
ta performance and engagement

we recognise that the overall wellbeing of our colleagues 1s vital
for our continued performance and have introduced a proactive
approach to wellbeing i the UK which we are n the process

of 10lling out globally This looks tomprove wellbeing actoss
Sdimensions physical mental iimancual socal purpose and
work-Ife balance

Career development remains a key enabler for success and we
have a carcfully managed lear ming budyget winch enables us

to take a coordinated approach and fucus investrment i the
develapment of colleagues We provide calleagues with arangs
of courses matenals and tools to support them n owning then
development and will be launching a Career Framework n 2018
to further support people m naviganing the opportunities that are
avatlable for therm at LSES we also offer addibonal investment to
dentified key talent and executives forinstance by providing
coaches for key semor sLccessons

Irc e of Ldlent managerment we atwatys [ook 1o promote
nternally where possible We undertake a comprehensive
annual review of cntwcal roles and ensure we have succession
plans in place to mimmise the impact of losing critical key
personnel We momnitor the attritornineach dwision and country
in addinon to any cotical staff turnover s that rmiligation can
be taken where needed

Pertormance manageiment plays a key rolen miigating
retention and performance nisk at LSEG and the Group operates
arabust performance management and appraisal process for

all colleagues which finks to how we utthse Incentives and
compensation o drive organisational performance Ths assesses
performant e agamnst finarcial ajec tives stiategie dehverables
and the extent to which colleagues role maudel the Group svalues
and behaviows

Interms of other teward approaches entical high performers are
oflered 1 ong Term Incentiee Plans aligned vt b the tuthlment of
the Groups strategic goals and increases m shareholder value
we also tegularly benc hmark our 1eward and mcentive systens
to ¢ nsure they are competitive

For racte inforrmation see O wader responsimbitiy on pages 14 35 and Remunetation Report on pages 72 5
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Board of Directors
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Board structure as at 31 December 2017
The Board comprised:
- Charman who was independent on appontment

— 1 5emat Independent Threctar

- & olher Independent Non-Fxecutive Direc tors
and 1 Non-Executive Duector

¢ Executive Directors
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Director Changes During The Year

— Xawer Rolet stepped down fromithe Board
o 29 Novernber 2017, and CFO David warren
was dpponted as interim CEO

- val Rahmani was appointed as an Independent
Nan-Frecutive Drector on 20 December 2017

Stephen 0'Connoy
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Donald Brydon CBE
Chairman

Dear Shareholders,

The Board of the Group 1s comimitted to ensuring that it provides effective
leadership and promotes uncormpromising ethical standards One of the waysin
which the Board achieves this 1s by requinng that gnod governance pnnciples and
practices are adhered to throughout the Company The Board has deterrmined
that the following 1s a helpful summary of 115 1ole

Good governance 1s about helping to ensure the Cornpany s well run 1t involues
being satisfied that an effective internal framework of systerns and controls s put
n place which clearly defines authornity and accountability and promotes success
while permitting the management of risk to apprapridte levels

It also involves the exercise of jJudgement as to the defimtions of success tor the
Group the levels of nsk we are willing Lo take to achieve that success and the levels
of delegation to the executive The exerctse of ths judgerent 15 the respanahiity
of the Board and mvolves consideration of processes and assumptions ds well

as outcomes

It also nvolves the creation of a sensitive intertace For the views of shareholders
and other stakeholders to be given appropnate consideration when reaching
these judgernents

The Execulive Team 1s Tequired 1o provide such information to the Board as the
Board needs to enable 1t to exercise ws judgement over these matters It must also
evidence appropniate process There s a very fine distinction between the approval
of processes and they defintton Oniy exceptionaily would the Board intervene to
mbiate o defing

The Board also sets the tone for the Group The way 1 whic hit conducts wself 11s
attitude to ethcal matters its definition of success and the assessrment of
appropnate nisk all dafine the atmosphere and cidture withan which Lhe Lxecutive
Team and all emiployees work

“Good governance is about helping to ensure the ‘
Company s well run”

Good corporate governance 1s not about adhenng to codes of practice (@lthough
adherence may conshitute a pant of the evidence of good governance) but rather
about the exertise of a mind set to do what1sight One of the challenges facing
any Board is the way in which the Non-f xecutive and the Executive Dy ectors
interact |tis clear that they each have the samie legal responsibihty but it s
generally unrealisiic to expect Executive Diectors to speak indvadually with the
same freedom as the Non Executive Onectors Fgualiy Executive Drectors wha
ust ' toe the execubive ine' in contradichion to then own views may not be
effectively contributing to good governance A well functioning Board needs to
find the nght balance between heanng the rollective executive view being aware
at the natural imternal tensions 1 an executiye team and altowing ndependent
nput from the Non-Executive Directors

One of the consequences of both increasing the watchdoq role of the Board and
finding this halance between individuality and team behaviow 15 driving mare
and mote Boards to have fewer and fewer Execuiive Drectars Inour
arcurnstances, the consequent Board constiuction works eftectvely and an
appropniate balance 1s struck

Notwithstanding the tensions created by many external expectations which may |
be wholly or inpart unrealistic a successful Board should deally be composed of
a chiverse group of respected experienced and competent pecple who coalesce
around the comman purpose of promoeting thelong-term success of the Campany
provide a unified vision of the definitions of success and appropnate nsk endeavour
to support managerment (1e honestly criticise at hmes but encourage all the timey
and create confiderice i all stakehatders w1 the mtegrity of the business

reoid, Byt

Donald Brydon
Chawman
2 March 2015

Comphance with the UK Corporate Governance Code 2016 {the Code)
and its statement requirernents

Throughout the financial year ended 31 December 2017 and to the date of this
report, London Stock Exchange Group pic has complied with the provisions of the
Code The Code is publicly avalable at the website of the UK Financial Reporting
Councit at www.fre.org.uk This corporate governance seclion of the Annual
Report and Accounts describes how we have apphied the princples of the Code
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This report 1s intended to give shareholders a clear and comprehensive pictue of
the Groups governance arrangements and how they operated duning the year

Pages 56-61 set out details of the areas of our focus dunng the year, followed by

the Committee Reports Descriptions of how we complied with the mawn principles
of the Code are set out on pages 62-62
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Board and Committee meetings 2017

Governance Corporate governance

The Board held 16 Board rmeetings of which 6 were sc heduied meetings and 10 additional meetings phncipally relating to Lhe proposed meiger with Deulsche Borse
and the Shareholder requisitioned General Meeting A table of Board and Commuttes meeting attendance s set oul below

Table shows the number of meetings attended against the number of meetings each Director was eligible to attend

Board Audit Nomuhation Risk  Remuneratien Other?
Longld Bryuor CBE T 1616 7 I '3
lacques Agrain T 1671E 5ic i it o
PaulHewden B - 13716 55 Lads o3 SR i)
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Attendance at Board Meetings

When Directors have not been able to attend meetings they recetved and
reviewed the relevant meeting papers Where they had comiments ar concerns on
the matters to be dscussed Lhey provided these to the Chauman of the Board o
Comrmittee in advance of the meeting The Chawman of the Roard engages with
Directons between Board meetings to discuss business and strategic 1ssues

When arranging meetings at short notce every attempt 1s made to
accommoddte Duectos dianes howevetr inevitably not ali Directors are able Lo
attend all such meetings The majonty of meetings where Directors have heen
unable to attend were the 10 addiional meetings

As part af its ongong developrent the Board visits the Group s overseas sites and
2017 asited the Group s businesses and met with staff inslan

Ona number of occasiens throughout the year the Charman met Non-Fxecutive
Durectors without Executive Direclors present 1n particular 1o discss suce es510n
planmng in relation to the Chief Executive OFRcer and actions ansing inrelation (o
therequasition of a General Mesting by a sharehoider The Board alsn met without
the presence of the Charman Throughout the year the € harrnan also met with
Norn-F xective Directors indnoduatly to discuss other business-related matters

e luding suce ession planmng and refreshment of the Board and it compusition
Comprehenste Board and comimittee papers compnsing an agenda and formal
reports and briefing papers are sent to Diectars n advanc e of cach formal
meeling Drectors are cantinually updated wath wntten and verbal reports from
SEAW execttves and external advisors

Matters considered by the Board

Eachvof the regular mestings includes & wide-ranging repart fram the Chief
Lxeeutive and a teport frorm the Chef Fimanoal Officer onthe Group s fimanaal
petformance Repotts fiorm the Comnuttes Charmsn updates sn mago propes s
andl cortaim admmstrative meatters are dlso repotted at each Board mieeting

O an annnal baas the Board undertakes teviews of the following Health and

Safet) the Three vear Brsiness Plan and Annudl Budaet Boavd etfoctir ness
Review of ndependene e of Directors oursuant tothe Code Review of ey
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governanee and cotporate policies Approval of the Group Risk Reqister and Risk
Appelite Non Execuhive Drectors Fees and Approval of Annual and Intenim
Dividends and the Annual Report and Accounts

2017 has proven an extrermely busy year for the Group and duning the year the
Board considered the following matters the recommended all share merger
between the Company and Deulsche Borse AG the sale of LCHS A the General
Meeting requisitioned biy a sharehclder and the subsequent Cocular the
acquisition of The Yield Book busimesses the divestrments of the Millentium]T ESP
and Lxactpro businesses the Cormpany s share buyback programme the
acquisition of additional shares in LCH Group Holdings Frmited the nsks and
opportunities plesented by Brexit the ohgoing managernent of Cyber Risk and
Information Secunly the Group s Tax Stiategy the Modern Slavery Act and relatedd
Group pohcies the new General Data Protection Reguiahion (GDPRI the Group s
Insurance policies Group strategy wcluding Group corporate responstbiity
stiatequ Group Debt Refinancing [nveston Relations teports the review of
quarterly inancial forecasts and funding of acgwisitions the review and approval
of full year and intenim esults and quartetly Intenm Managemnient Staterments
and Executive and Non Erecutwe succession planring including the
commencement of the search tor a new { hief Lxecutve Officer and the
appointroent of a new Non Exeo utive Doerlor

Other Board Committees

A reported mlast gear s Annual report 4 transac hion cormmittee was appointed
2016 1 consider the proposed merger with Deutsche Borse Its members were
Donald Brydon iChammani Jacgues Algrain Paal Hexlen and David Mish
Following the end of the merger der ussionsin March 201¢ the Transac on
Committee was dishandedd

A board camimittec consishing of Paal Heiden (Semor Independent Due ctor aned
Char of the Comemtteer Les Hoegdun Tacgues Agram amd Uas k] wartene ac
appointed between Grtober 2017 Decernber ¢017 toassiat the Baardan
prepatatinn of a Cuculan i spect of the shaehaolder requisitioner) General
tectirig held o 19 Decernber #01: Details of the nurmber roeetings held t
disruss thesermatters e onthined o the tabile above
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Corporate governance

BOARD EFFECTIVENESS AND LEADERSHIP

2017 Effectiveness Review

Since 2005 ¢t has been the Beard s policy to conduct an effectiveness teview on an
annual basis and where appropriate to act on the results of the review The Cade
recommends that an externally facihtated evaluation should take place at least
every 3 years

During the Peniod the Beard engaged Professar Rob Goffee (Ementus Professor
Londun Business Schaol) to faciltate an external rteview of 1ts effectiveness
Professor Gotfee was appomnted tollowing a review of providers in the market
and 15 not currently engaged in any other work on behalf of the Company

I the Crreular dated 30 Novermber 2017 the Board said it wauld review the steps
which ultimately led to the General Meeting to establish the approprate lessons
to be drawn The Board engaged sumon Collins a former UK Chairman and Seruor
Pariner of KEMG LLP to carry out a review of the events leading to the General
Meetmg The Board will share a summary of key conclusions with sharehaolder< in
due course

Evaluation Process

The events leading up to the Genetal Meehing redusitioned by a shareholder
brought Governance including the proper operation of the Board (and 1ts
Cornmutiees) o focus

when desigmng the 2017 Fifertiveness Review the Board and Professor Goffee
felt i appropnate to acknowledge the impact of those events but 10 focus on how
the Board has operdted throughiout the year

The process was in-depth and invalved one-to-one interviews with Board
mmerriber s conducted by Professor Goffee and the completion of a very detaded!
queshonnare 1o provide insight into how the Board funcbons covering the
following areas associated with the effectiveness of the Boaid

1 Stategqy & Planning

2 Governance Risk & Contro

3 Petformance Management & montonng
4 Board composition & succession planmng
5 Board & Lomrmttes workmg/lethoiencies

The Review also included 1eview of indiidual drector performance based on
apmopnate crieria

As part of the Review Prafessor Goffee reviewad papers and dac umentation

provaded to the Board The anonymity of all feedback frorm board mermber s
Tecewved was ensured throughout the process
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Presentation of findings

Professor Goffer prepared a report setting out the findings including comparison
against a wider set of other Boards Separate reviews of the Board s assessment of
each indiadual diectan were also prepared for the Chamman to discuss with
dwectors ndwidually and inthe case of the Chawman with the S1D

Professor Goffee's report was shared with the Board and a session scheduled for
Board drectors to discuss the indings with Professor Goffee and aqiee next steps

Results

The results suggest that Board members are broadly content with vanous aspects
of governance and functiomng Addihonatly the Board sets itself objectives which
were reviewed dunng the process and at the end of the year the Board judged it
had made good progress in meeting those olyectives

The Review wdentihed a number of positive attnibutes including management of
Board meetings shaping of agendas functioning of the Audit Cormmmttee and
Chatrmans teadership of the Board to ensure focus and gond practice

Next Steps
The Board recognised that greates focus needs to be given 1o the fallowing areas
during 2014

— Engagement — greater engagement with the business outside of board meetings
1o improve under standing of business actvity and depth of executive talent

~ Induction and training - induction and traiming to be strengthened
Board composition and interaction

- Review of Board memberstup and balance to ensure it 1s equipped to meet the
shifting compelitive landscape and technologu al changes faced by the Group

« Further stiengthen relationships between directors
- Structural fine tuning - improve Impact of the Requlatory Advisory Group and
Tec hnolagy Advisory Group

The Board will agree actions to address these matters durmy 2018 and report
agamnst them in next year's Annual Report and Accounts
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2016 Effectiveness Review

The 2016 Effectiveness Review (which was conducted mternally
by the Group Company Secretary} identified a number of issues
These are summmarised below. together with the resulting actions

1SSUE

ACTION

Board Directors to
have ncreased
contact cutside
the Board ruom

- Board mambers attended dinners company events
and alse held discussions cutside formal Board
meetings as a group and gn an mdwidual basis

Increased discussion
of succession planmng
at Board level

— CEQ succession was a key area of focus far the
Nomination Committee and Boardin 2317

- Refreshing Board composibion conrtinued to be
a key facus dunrg the year

- Each Non-Executive Director identtfied areas of
busmess imterest and the Campany Secretary1s
facihtating contact with that area of the business

— Further in deptk "teach ' sessions
have been he!d outside of Beard meeting=

Identify further
development
needs for directors

Relations with shareholders

The Group s Investor Relations (1R function reportimg to the Chief Finanaial
Officer manages an ongoing shareholder engagement programme thioughout
the year Executive management and the IR team engage with investors through
meetings and presentations to discuss strategy performance and other matters
The Charman Semor Independent Duector and Charmnan of the Remuneration
Cornmitlee are alse available to meet major mvestors typically to discuss
corporate governance matters

Ir1 2017 Board mermbers senior executive management and the IR team held over

SO0 rheetmgs and calls with mstitutional equity and debt investors imcluding the
Board s engagement with shareholders to discuss CEC sUrcession
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Governance Corporate governance

Inthe lead up to a shareholder-requisitioned General Meeling the Chairman
and Semar Independent Director held 35 shareholder meetings or calls and
diseussions were alsa held with investor trade organisations and shareholder
proxy advisers as part of the wider sharehalder commurications around the
topic As part of the external review undertaken by Simon Colling shareholder
views will be incorporated in the report s Andings

The Board recewes areport on IR matters at each of s scheduled meetings
including market expectations of financal performance updates on share register
romposition and feedback fromainvestars Sell-side analyst research notes arc
oirculated to the Board following publication The Group s corporate brokers and a
specialist [R advisory firm also provide the Board wath advice on market sentiment
inpuUt on market cormmurncations and shate register analysis In June 2017 the
Group hosted a market update event with semol management fromthe cote
business divisions presenting on growth and development opportunsties This
resulted in the Group setthing public financal targets 1as descnbed on page 211

In addition teinformation on hnancial and cperatinnal performance the Group
engages with shareholders and relevant shareholder adwiseny agencies on
environmental social and governance IESGHmatters The Group produces an
annual {orporate Sustainabiiity report that detatls its approach to £5G matters
www.lseg com/about-london-stock-exchange-group/corporate-
responsibility

The Group s AGM provides the oppot tuntty for all shareholders 1o meet and to
put guestions to the Board Dirtectars Procedures for the AGM 1and any General
Meeting) are carmpliant with the Code with voting by way of a poll to ensure all
shareholders views are taken nto account

The IR section of the Cioup s website (www.iseg.comyinvestor-relations) ts o
pnimary soutce of reqularly updated nformation about the Group All financial
reports and statements news releases presentations and other documents
including requlatory news service disclosures are availahle on the website together
with a st of analysts producing research on the Company and a summary of
analysts forecasts of performance Recordings of preliminary and intenmresults
calls are accessible to all shareholdors via the Group website
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Corporate governance

Conflicts of interest

The Company s Arhicles of Association aliow the Board to authonse conflicts of
interest that may anse and to impose such imits or conditions asat thinks fit

The Group has estabhshed procedures whereby actual and potenbal conflicts of
interest are reqularly reviewed appropnate authonsation s sought prior to the
appomtment of any new Directos and new confhicts are addressed appropnately
The decision to authonse a confhet of interest can only be made by non-confhcted
Directors and inmakang such decisions the Drectors must act in a way they
cansder, i good faith would be maost likely to promate the Company § Success

Lex Hoogdu ts Charmmian of LOH Group Holdmgs tamited (CH Group Holdings
Limited 15 a non wholly owred subsidiary of the Company and M Hoogdun
tecewes a separate fee for that tote Any potential confiicts of interesi ansing as a
tesult of Mr Hoogduins appontrnent to the Board have been governed by the
terms of a conficts memorandurn of under standing between LUH Group Holdings
urnited and the Company

Indemnities

Duectors have the benefit of indernnity arrangernents from the Carnpany in
respect of labltes Incurted as a result of their office and execution of ther
powers duties and respansibilities, The Company maintained a Directats and
Officers' abhity insurance polcy thioughout the year This policy covers the
Duectors for any suct tabthties in respect of winch they are not indemnified by
the Company and to the extent to which it has indermmfied the Directos also
covers the Company This insurance cover has bieen renewed Newher the
Company s indemnity not insurance provides cover for a Diecton 1n the event that
Lhe Director is proved to have acted fraudulently or dishonestly
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Risk Management and Internal Control

The Board 1s responsible for the Group s nsk management framework and
mmatntaining an appropnate system of initernal controls A Board approved
Enterpnse-wide Risk Management Framewgork ang Group Risk Appefite Statement
are rential to the Group s Risk Management process The Risk Management
Framework 1s updated on an ongoing basis inresponse to changes in the Group s
business and assenated nsks The Group Risk Appetite staterment 15 approved
annually as part of the Group s strategic planmng process

The Audit Committee and Risk Cormmitttee assist the Board i discharging its
responstbidities by reviewng and assessing the Group s Risk iManagement
Framewoik, system of miernal controls and nsk mandgement pracess on a teguiar
basts Refer (o the reports of the Audit Commmttae on pages 65—63 and the Risk
Cormmittee on pages 70—71 for further detail onther oversight activhies during
the year

The systerm of internal contrcls 1s designed to facilitate the managernent of the
Group and s businesses within the Board s nisk appetite vather than eliminate the
Tisk of falure to achieve the Group s objectives, and can anly provide reasonabile
but not absolute assurance aganst matenal rmusstatermnent or loss fraud or
breaches of laws and regulahons

Executive managernent 1s accountable for nskadentification, evaluation mitigation
montoting and reporting n accordance with the ramework & dwisional internal
control and Risk Management self-cernfication process 1 also performed

sermt annuially ach business untt 1s required to confirm that 1t 15 n comiphiance
with the Group s poiicies and governance procedures and managing its nsk within
appetite pxcephons are reported to the Audit Comimittes and Risk {ommitiee

FURTHER INFORMATION

Further detatl on the Group s Risk Managerent
oversight can be found on pages 42-4% An overview
of the Pincipal Rigks and Uncertainties of the Group
15 provided on pages 46-53
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Governance Corporate governance

Internal Controls

Management structure

The Group operates a matnx structure designed o optimise tesource allocation
and argamsatonal capacity The day-to-day running of the Gioup s managed by
an Executive Commuttee whichis chared by the intenim Chief Executive Officer
and Group Cheet Finanal Officer Each Execlitive { ommittee mempber 15
responsible for one of the Group s operating dmasions or a majon area of strateque
importance The Executive Comrmittee meets reqularly to review business and
financial performance, nsk exposurcand to approve key decisions Each legal
entity 1s responsible far engaging with1ts local requlators and monitoring and
ensuring regulatory comphance

Policies and Procedures

& framework of Group wide polcies establish the pinaples mimumum standards
and risk managerment activities LSEG requies Lhe Group & Dusinesses and
functions to follow to manage ther business within nisk appetite All Group level
pohaes are approved by the Executive Committee and may alse requie approval
or ratification from the Audit Commuttee the Risk Committee and the Board The
Group tuns aelling programme of mandatory online traving courses for all
employees covehing matters wneluding ethical conduct nsk and controb
management regulatory requinements and the group pohcies

Financial Control

The Group has a robust systern of finanaial control which has been enhanced
dunng 2017 by the continued roll out and wnplermentation of the Group wide
financal system inresponse ta the increased size and footprint of the group
An appropnate flamework of delegated authorities 1s n place

Comprehenswve financial planming reparing and review procedures are in place
with an annual budget and 3 year business plan approved by the Board Finangial
and key performance indicaturs are 1eviewed against operational budgets on a
monthly bass at a group divistonal and business unit level The Chief Financial
Officer’s management reports are shated with the Board and any key 1ssues dre
reviewed at each Roard meeting

The Execulive Investment Comimittee monttors capital expenditures across the
Group and helps the Executive Comimittee approve and priontise projects

The Executive Findncal Risk Committec oversees nisks related to ¢ apital
nvestments, tax counterparties and through its Treastny Committee the
actraties of the Groups Treasury funchion The Treasury Commities operdtes
within Board approved policy and meets reqularly to 164 iew the management
of the Group s credit market and hguudity nisks Matenal qroup rounterparty
exposires ale assessed reqularly meluding Lhrough a Group wide centrahsed
counterparty sk Value at Risk rodel Further details on financial nisk
management die provided i Note 2 to the accounts
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Interal Audit

The Internal Audit function provides mdependent assurance to the Board and
other key stakeholders over the adequacy and effectiveness of the Group s
systern of internal controls, the governance model and the Enterprise-wide Risk
Management Framework The functionis the third line of defence in the Groups
sk control structure and has no operational responsibilities over the entities o
processes which i reviews

The independence of the Internal Audit function from Executive Management 15
ensuted through the following measures

- The Group Head of Internal Audit reports dwectly to the Chanman of the Audit
Comnttee and has drect access ta the Chatrman of the Board for
adrmimstratve matters the Group Head of Internal Audit has a secondary
reporting hne to the Chief Financial Gfficer

- The Chairman of the Audit Committee and Chief Financiai Officer juintly assess
the pet farmance of the Group Head of Internat Audit

The Audit Cominittee appraves the- Internal Audit annual budget

Further details on the Internal aucit function can be foundin the mternal dudt
charter which 1s reviewed annually and available from the Group Company
Secretary or the Group s website at www.lseg.com/about-london-stock-
exchange-group/corporate-responsibility/ethics-and-governance

Conclusion

The Board confirms that through the Audit Comrmttee and the Risk Commttee

1t has reviewed the operaton and effectiveness of the Group's system of inter nal
controls throughout 201/ and up to the date of approval of this Annual Repart and
Accounts The Board has satished itself that a robust assessment of the principal
risks tacing the Company ncluding those that would threaten its business rmodel
futre petformance and hquidity have been carned out duning the year Necessary
achions have been o are being taken to 1emedy any significant failings or
weaknesses identified dunng these reviess 1he Board 1s satished that the Risk
Management process and systerm of internal controls confarmwith the FRU s 2014
Risk managernent internal control and refated financial and business reporting
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The Group s comimttted to the highest standards of corporate
governance and business integrity in all of its activities Throughout
the yeas, the Company has complied with all principles of the Code
The Code sets out guidance in the form of main principles and more
specific provisions for good governance in relation to Board leadership.
effectiveness, accountability, remuneration and relations with
sharehoiders. Further information on the Code, its applicability, the
principles and therr provisions can be found on the Financial Reporting
Council's website, at www.frc.org.uk This table forms part of the
Corporate Governance $tatement on page 95 of the Directors' Report

A Leadership

A 1 Role of the Board

The Board 1s the principal dectsion-making forum for the Group and s respansible
ta shareholders for achieving the Group s strateqic objec tives and delvering
sustainable growlt i shareholder value Drrectors act ina way they consider will
promote the long-term success of the Company by constructively challenging
and supporting the development of the Group s strategy for the benefit of
shareholders as a whole with regard to the interests of the Gloup s employees the
impact of the business on the commumity and enviranment and the interests of
other stakeholders The Board manages the overall control of the Groups affarrs
with reference to the formal schedule of matters reserved for the Board This
schedute 1s avadable on the Company s website at www.lseg com/about-
london-stock-exchange-group/corporate-responsibility/ethics-and-
govermance The Board views the brands and reputations of its subsidhanies as
imiportant assets of the Group Accordingly protection of the brand and reputation
of the Group including ensuning that subsidianes centinue to meet local lega!
requirements 15 also a key part of the Board s role The miatters consdered by

the Board \n 2017 are summansed on page 57

Board Commitiees

The Company ensures that all cormmuttees are provided with sufficient resources
1o undertake ther duties All commmattees have wintten terms of reference whicn
are available from the corporate responsibtiity section on the Company s website
at www.lseg.com/about-london-stock-exchange-group/corporate-
responsibility or onrequest from the Group Company Secretary The matters
consideted by the Remuneration, Audit Risk and Nomination Comimittaes are
summanised i the reports of those cormmtiees

A 2 Dwision of Responsibilities

The roles of Chatrman and Chief Lxecutive ate distinct and separate with a

cleat dwision of responsiiities The Chawman s responsible for the running

and leaderstwp of the Boald and ensunng us etfectiveniess The Chief Executive
has detegated authot ity from, and 15 responatbie to the Board for managing the
Group's busttess with the power for further delegation i respect of matters which
are necessary for the effective runmng and rmanagement of the business The
current ket responsibilities of both the Chawman and Chief Executives are set

out on this page
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Chief Executive
— formulates the strategic dwection of the Group and periodically agrees this with
the Board

- ensures propet inancal and business control 1s exercised wathin the Group
— chawrs the Group Executive Committee

ensures there 1 a clear managerment structure with appropnately delegated
respansibiities staffed by sutably expenenced and qualified staft

ensuies appropriate reporting and communication systems are established
across the Group

- ensures key performance objectives are set for all operational departiments
action plans and budgetary contrals are established and where necessary
corrective action s taken 1o masrmuse the performance of the Group

- ensires the Group s strategy and values are effectively undetstood and apphed
by management and staff

- ensues an appropnate Risk Managerment frarmework 1s i operation

A 3 Chairman
- ¢ hars the Board of the Lompany

farges an effective Board based on expenence dwersity skills and competencies

— ensures, in collaboraton with the Chief £ xecutive that the Bodrd considers the
strategic issues facing the Groun in a tmely menner and 15 presented with sound
information and analysis appropriate to the dectsions that 1t 15 asked to make

- acts as a sounding board for the Chiet Executive and provides general advice
relating to the management and development of the Group s business

— supports the commetcial activities of the Group by nter alia mantaning
contact with the Group s key stakeholders and othet industry pariicpants

A.4 Non-Executive Directors

Non-Executive Directors aie urged to ¢ hallenge camstructively and help develop
moposals on stiateqy scrutiise the performance of management in meeting
agreed goals and objectives and manttor the reporting of performance They
should satisfy thernselves on the mtegnity of inancial intormation and that
Ananmal tontiols and systerns of Tisk management are ipbust and defensible
N Executive Directors are responsible for deterrmining appropnate levels of
remuneration for executive directors and have a printipal 1ole in appenting and
where necessary, Temoving executive duectors and 1 succession planmng The
Beard should appoint one of the Independent Non-Executive Dectors to be the
Sendr Independent Dwector {Mr Paul Helden 1s the Semon Independent Declory
The responsibilines of the Senar Independent Director include meeting major
sharenolders as an alter native contact 1o the Charman Chief £ xecutive or Chnef
Financial Gificer

B. Effectiveness

Bt The Compositwon of the Board

Theres a strong non-executive elerment on the Board and the Non-Executive
Directors provide deep corporate expenence and knowledge which they apply

to ther understanding of the Group and s strategy The Board has 7 Independent
Non-Executive Diractors

Irassessing each Drector s independence the Board consideted whether there
are relationships or circumstances which aie lkely to affect or ¢ ouid appear to
affect the Birector 5 judgerment i evaluating Tarectors independence the Board
has taken into consideration the gudane e provided by the Code The expenience
and other appomtments of dnectors s set out on page 54-5%
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Governance Complying with the provisions of the Code

B 2 Appointments to the Board

The Board has a formal rigorous and transparent procedure for the appointment
of new Drrectors to the Board The Board has established a Nomination Commuttee
whic h leads the process for Badrd anpomtments and mahkes teconnnendations 1o
the Board The Report from the Nominahion Cornrmittee on page 64 outhnes the
changes to the Board that took place duning the year The Board normally uses an
external search consultancy for appomtrents

B 3 Commitment

The other sigmficant commitments of the Charman and the Board are set out at
pages 54-55 The Board 1s satisfied that these do not conflict with thea duties and
e commitments as Drectors of the Company

B 4 Development

Directors are encoutaged to continually update then skills and knowledge of the
husiness and briefings are reqularly given at Buard meetings on particular parts
of the business The Board also continuedits practice of undertaking formal wisits
toits overseas businesses so that the Drrectors can experience key aspects of the
Group s opetations fst hand

Each new Drrector Joiming the Board s offered aninduction programme covenng
the key business areas of the Group and inctuding meetings with members of the
Executive Commuttee other semor managets and external advisers Directors are
encouraged to meet with execulives on an ongoing basis Lo better understand
each of the business areas together with the Group s governance finanoial and
legal framewark As set oul on page 55 Board trairnng and engagement with the
business outside of meetings 1, an area of focus for the Board in 2018

B 5 Information and Support

The Direc tors have full access 1o the advice and setvices ot the Group Company
Sectetaly whostesporsible far advising the Board on curporate governance
matters Directors also have access toindependent protessional advice if they
judge 1t necessary o fulfil then responsiilities das Duectors

B 6 Evaluation

Ihe Board conducts an annual évaluation of its offec tiveness and acts on the results
of the review Dunng the year the Board carmed out an externally fachtated review
of its own effectiveness and that of its Comrmittees and Directors together with
artions taken following the 2014 effectiveness teview and the results of that review
are detaled on page 59 of the Lorporate Governance Repoit

B 7 Re-Election
Fach Director s subject Lo election at the first AGM fallowing their appoimtment,
Inline withthe Code all Duec tors are subject to annual 1e-election

€. Accountability

€ 1 Financial and Business Reporting

Astaternent of the Dtectors responsbilities regarding the knanaidl statements
including the status of the Gioup and Company as 4 gomg contern s sel aut on
page 39 Anexplanation of the Group s sirategu and business moded togelter
withrelevant nisks and performanc o nsks and pertormanc ¢ metnes ate set out
o pages 8 15 A farther staternent 16 prowided onpage 99 confirrming that the
Board considers that the Annual Report and Accounts taken as a whole 15 tan
halanced and understandable and provides the information necessaiy ton
shareholders (o assess the Gioup and Companis pesihon perfurmarnce
businesy mindel and strategu
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C 2 Risk Management and Internal Control

The Board has overall responsibiitty for the sponsorship: of 4 strong risk culture
across the Group and for deterrminming the nature and extent of the principal nishs it
15 willing 1o t3ke i achieving s stiategic objectives It approves the Risk Appetite
each year as part of the strategic busmess ohjectives and ensures there s an
ongoing process fonidentifying evaluating and managing the principal nsks
faced by the Company The Board has delegated a number of responsibilities to
the Fisk Carmmittee ncluding oversight of internal Risk Management processes
The 1epott from the Risk Commuttee can be found on pages 70-71 In accordance
with paragraph € 2 2 of the Code an explanaton of how the Diectors have
assessed the prospects of the Company 15 included in the section headed
Frnanoial viability statement on page 9%

C 3 Audit Cormmmttee and Auditors

The Audit Committee Report on pages 65-673 sets out details of the composition

of the Cormmittee mcluding the expertise of members and outlings how the
Cornmittee has disc harged tsiesponsibilities, duning 2017 The Board has delegated
a nurmber of 1esponsibilities to the Audit Commuttee including oversight of the
Group s inancal reporung processes and management of the extel nal auditor

D. Remuneration

D } The Level and Components of Remuneration

The Duectors Remuneration Report on pages 72-9& outlines the activities

of the Rermuneration Cornmtttee duning 2017 and the implementation of the
Rernunetation Policy dunmg 2017 jincludmg salary benus and share awards and
payments tor loss of offre paid to Direclors) The Remuneration Policy was subject
to a binding sharehotder vote at the 2017 AGM and was passed with over 98"
suppart 1t s avadable on the Group s website 3t www.lseg com/investor-
relations/shareholder-servicesfagm-information There have heen no
changes Lo the policy duning the financial year tinder Schedule 8 of The Laige
and Medum sized Cormpanies and Groups [Accounts and Reportst iAmendmentt
Regulations 2013 the Remuneration Policy Report rmust be approved by a binding
shareholder vote at least once every 3 years

D 2 Procedure
The Board has delegated responsibilitties to the Remuneration Lommittes
incluchng the rermuneration of the Charman and Executive Duectors

E. Relations with Shareholders

£ 1 Dralogue with Shareholders

Ihe Campany maintams an active shaieholder engagement progiamme
managed thiough the Group s IR function The IR programme provides regular
apportunity tor contact with existing and potential shareholders as well as

sell side analysts that produg e mvestment resear: b relating to the troup 1R
activities melude meetings calls presentatinons and information releases on a
requilar basis throughout the year based atound the Group - financal reporting
talendar and following maer corparate events and news tlow For more detail or
the Group s IR activities please wee page 59 of the Corporate Gover nanee Repornt

E 2 Constructive Use of General Meetings

Thie LEonp < AGK provides the opportunty for all shareholders Lo rmeet the
Mmectors and o put guestions 1o Lthe Board Procedures for the AGM [arnd any
renerd teehing: are rompliant with the Code with voting by way of 4 poll to
ensute all shareholders views are taken min acconnt
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Donald Brydon
CBE

Charman of the
Normmaton Committee

The Nomination Committee members as at 31 Decernber 2017 were
Donald Brydon (Chairman). Paul Heiden, Stephen O’Connor and Mary
Schapiro The Company Secretary s the Secretary to the Committee
and attends all meetings. The Head of Human Resocurces, CEQ and
appropriate external advisers attend as required The Committee's
role is to review the size, structure and skills of the Board, consider
succession planning and make recommendations to the Board on
potential candidates for Board membership

In 2017 the Comrnittee focused on
} Succeswian planning for the CEG and Non-Executive Directars

2 Retreshing Board cornposifion

As the Board set out in the Cireular to shareholders dated 30 November 2017 one
of the most important roles vested in Non-Executive Directors under the Code
thwough the proper operation of the Normnation Commuittee (and the Board riself)
15 Board and CEQ surcession planmng

CEQ Succession Planming

In 2617 the Board undertook succession planning for the CEO The intention of
the Board and Normnation Cormrmittee was to acheve an orderly consensual
succession plan for the CEQ in the best interests of LSEG

Durmg 2016 angd into the first part of 2017 Xavter Ralet had indicated he would step
down as CEQ to smooth the path fer the planned merger with Deutsche Borse

Foilowing the end of the proposed merger the Narminaton Committee reviewed
the Board s composition agaw and agreed to focus o the tnereased need for
succession planning for the CEQ This ulnmately led 1o the apnouncerment on

19 October 2017 confirrming Xavier Rolet < agreed departure from the Graup by the
end of 2018 and both parhes commmutrment to an orderly transinon Following the
requisttion of a General Meeting by a shareholder Xavier Rolet agreed to step down
tiom the Board on 26 Novernber 2617 The Board agreed that the Chiel Fingnetal
Othcer Dawid Warren, would be appointed as Interirn CEQ

The Commuttee engaged Egon Zehnder to assist with compiling a CLO 10ke profile
and carnying out a global search against the agreed profile

Non-Executive Directors

As part of the Committee s ongeing focus on Beard composttinn the Committee
supported the Board's search far another Nen-Executive Duector to further extend
the Board s knowledge and expenience n technology and techimeal nsk Egon
Zehnder was engaged to conduct the search against an agreed role profle and
the successful candidate, Val Pahmant joined the Board on 20 December 2017

In reaching 1ts decision 1o appoint Val to the Board, the Committes and other
Non-Executive Directors considered along bist of candidates and then (as with
previous Board appointments) narrowed the selechon list to a short st of candidates
for intenviews The Committee and the Board considered that vals conswerable
technalaqy knowledge and expertise will be of igmificant beneft as the Group
butldls onts position 4s a global financal markets infrastructure provider
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Chairman succession

As announced in Movember 2017 following the requisition of the General Meeting
I sand 1 would not stand for re electionin 2019 as 1 and the Board helieve that at
that point 1t will be i shareholders best interests to have a new team at the helm
to steer the future progress of the Cormpany The Nomination Comrmittee which |
will not chau for these purposes will inttiate the process todentify a successor
later in 2018

Diversity
The Board remains committed to dwersity in the Board room and throughout
the Group

The Board's diversity policy states that the Board will seek to make appointrnents
onment aganst objective criteria with due regard for the benefis of diversity
wiciuding gender and the Commuttee can confurm that the pohey was adhered ta
duning the year The Board alsotecogmses the benefit in hiaving access to the
dversity ot input from peaple with a wide 1ange of backgrounds skills expenence
and nationalities Thisis ieflected in the composition of the Board

The Board rermains aligned with the proposals of the Hampton Alexander Review

to ensure talented wamen at the top of business land indeed throughout the Group
as a wholey are recogrised, promated and rewarded and the value iminvesting m a
pipeline of talent by encauraging a broad range of semor individuals withinthe
business to take on additional roles

Implementation

The Board is commutted 10 bullding cn existing programmes including WIN and the
Group wade mentering scherme to develop strong talent across the business LSEG1s
a signatory to the UK Treasuny Wormen in Finance Charter signaling the Group s
ongoung cormmitment to equality in the workplace and to actwely challenge both
ourselves and others in the hinancial sector to keep addressing these 1ssues The
Group continues to make progress agamst the stretch target it setitsellin 2016 of
204 female representation for senior management and o overall population by
2020 See page 35 for further detadl

The Board tas increased its gender diversity dusing the year by the appointment
of an additional fernale duector val Rahmant The Board recogrises it has moré to
do and remains commutted to further restonng the gender diversity of the Board
4 process that was paused ahead of the possible merger with Deutsche Borse and
the disruption durtng the last quarter of 2017 At Board level this will include
continuing fo vequest head humters 1o ensure that as far as practcabie a
sigrthcant praporton of long hists of canddates are fernale and only using frms
that have signed up to the voluntary code of conduct for Executive Search fums

Further details of the Company s approach to dversity and the LSEG Board's
dwversity policy can be found at www.lseg.com/about-london-stock-exchange-
gvoup/corporate-responsibility/ethics-and-governance

Normination Comrmittée priontes for 2018 are to

- Idennhfy a new CFO fos recommendation to the Board

- Commerice Chatrnman suecession planning

— Review succession plans tor the Executive team and Board

Aot gt

Donald Brydon
Charman
2 March 2015
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Governance Report to the Audit Committee

Report of the Audit Committee

Paul Heiden
Chairman of the
Audit Cormmuttee

The Audit Commmttee members as at 31 December 2017 were Paul
Hewden {Senior Independent Dwrector), Jacques Aigrain. David Nish
and Stephen O'Connor

This report 1s intended to give an overview of the role of the Audit
Committee in assisting the Board to fulfil its oversight responsibilities
relating to the monitoring of the system of internal control, the
independence of the external auditor and the integrity of the Group's
financial statements It details the activities. discussions and
decisions that enabled the Audit Committee to fulfil its objectives
effectively dunng 2017

During the year as part of its key pnatities the Commmttee

- Monitared the tax and accounting implications of the acquisition of Mergent Inc
and The Yield Book and Cit1 Fured Income Indices drasions of Citigraup The
Commuttee satished iLself that the Executives In charge were managing ail the
aspects of the fransactions effectively

Racewed and discussed the esternal audit management letier from Ermst &
Young LLP {EY1 The letter tughlighted & number of areas for improvernent
n parhicular regarding the formatisation and better documentation of seme
control artivities These were noted by the Commuttee for follow-up

Reviewed the effectiveness of the external auddor based on their qualificatians
wxpertise resources level of independence exerution of ther audit plan and the
quality of ther conclusions and recommendations On the basis of ther own
interaction with £Y and that of management the Audit Commuttes confinmed
that the services provided bu By were appropnate and in cornphance with
relevant auditor ndependence and integrnty rules

- Rewiewed and discussed the iinanaal disclosures and assurance work Lo support
the prospectus disclosures inrelation 1o the proposed merget with Deutsche
Borse AG the merger was terminated after the buropean {onwmission s
prohiption decisioriin March 2017

- Rereved and discussed reports from Executives on the key infrastructure
ntiatives of the Group including [T operations the project management
framework and the cyhersecurily programme

- Tiscussed the intermal processes and contiols 1o eteare that the Group s
comphant with the new UK leqislatien on the failure to prevent the criminal
factation of tax evasion which became ettective nn 1 September 2017

— Discusser] the Grosp hinancing proposal from Corporate Treastny for
1e¢ ormmendation to the Board This nduded the replacement of the
£600 milhen revelang ¢redit faciity and the establishment of & £ 1 bdlion
PLTO COMITIETC 1al paper progiamrme
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- Discussed aletter from the Financial Reporting Council if RO foliowmng ts review
of the annual report and accounts for December 2016 The Audit Committee
agreed to update certam disclosures i the 2017 Anaual Report disclosures to
address the cornments fram the | RC 0 particular the change of definition from
non recurnng 1terms to norn-underlyng items

Discussed a number of inlernal audit teports duning the year and satished wself
that management action plars were n place o address the recommended
improvernents within reasonable deadiines

Approved the 2018 intermal audht universe 1nternal audit plan and resources tor
the Internal Audit function The Commttee also approved the updated internal
audit charter

Continued to monitor the ahgnment of the control environment of recent
acquisitions with the Gloup internal control framework It satished itself thal
these acquisitions were being integrated according to plan and were meeting
the Ainancial chyectives of the Group Where gaps were identified the Commttee
requested remediation plans to be putin place

- Continued Lo manitol the status of the implementation of the new Group wide
financial systern throughout the year and satished wself that the projectis
delwering a more robust process for inancial reporting

- Discussed the unphcations of the unplementation af the new accounting
standards (FRS 15 ontevenue recogmtion and IFRS § on the recogmtion and
imparment of finanoial assets (IFRS 13 and IFRS 9 hecame effective starfing
1 January 2018,

- Reviewed the whistleblowing arrangements of the Group andits own Terms
af Reference
Pronties n the forthcorming year waill nclude

- Recewing assurance that the contral environment rermawns 10bust to support
the continued growth and dwersihcation of the Group s achvities including ail
magor projects aswell as key processes such as business confinuity planning
and disaster recovery

— tomtonng the progress of the integration of newly acquired busingsses

romtoring the progress of management actions recommended within
the external audit management letter fiom EY

- Rereving eatly and continuous understanding of the impact of the Groups
acquisitions and chvestitures an financal and tax accounting

Continuing to assess Lhe wnpact of IFRS 15 1t RS 9 and ather developments n
accounting standards particulaily on the Gioup s revenue recogniton polioies
and the related implementation by Finance

Continuimg to momtor pragress on the key 17 and mtrastructure progects
of the Group

TR

Paul Heiden
Charman of the Audit Cammities
2 March éuls
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Report of the Audit Committee

Role and responsibilities of the Audit Committee

1. Financial reporting

The Committee recomimends the inancial staterments of the Gioup to the Board,
ncluding the annual and half-yearlyreports preliminary results announcements
and any other formal announcement relating to its financial performance
reviewing the significant financtal reporting judgements that they cantam

2. Internal controls and Risk Management systems

The Cornmitiee keeps under review the effectiveness of the Graup s system

of Internat Contral and Risk Maragerment The Audit Comimitttes rmakes
recommendations to the Board regarding the effectiveness of the Group s internal
control and Risk Management systerns and 1ecommends ta the Board the
staternenits to be includedn the Annual Report concermng internal controls and
Risk Managemert (i collabaration with the Risk Lomrmitteer The Comrmiitee also
momitors and reviews the effectiveness of the Group's Internal Audit function
ensurning that it has adequate resources and appropriate access to mformation

to perform its function mdependently from Dxecutive Managerment

3. Extemal auditor

The Commiitee aoversees the 1elationship with the external auditor The Committee
Teviews and approves the annual audit plan ensures that it is consistent with the
Committes s view of the scope of the audit engagernent and reviews the indings
of the audit with the external auditor The Commttee monitors and reviews the
objectwity and independence of the external audnors including the non-audit
actwities performed by the auditors for the Group (see the external audiors fees
sechon below for more detailsy The Commitlee ensures that the external audt
services comtract 1s put out to tender on a penodic basis 1 line with existing best
practices {the current external auditor was appointed n 2012 followng a tender
process overseen by the Audit Commttesy The Committee oversees the selection
process for new auditors and if an auditor resigns the Comrmittee Inveshgates the
1ssues leading tn this and decides whether any action s 1equued

4. Other matters

Treasury

The Cornmittee approves the taking of any actions wiach fall nutside the Group
Treasury Policy and considers matenal financing and trieasury transactions
reserved for the Board ahead of review by the Board

whistleblowing and fraud

The Committee reviews the Group s arrangements for its employees toraise
concerns 1 confidence about possthie wiongdamg in fikanciat ieporung or other
matters The Committee ensures that these arrangerments allow propor ionate
and independent investigation of such matters and appropnate follow up action
The Cormmittee also reviews the Group s procedures for detecting fraud and for the
prevention of bribery
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Composition and meetings

The Comnittes meets the requiremients of the Code 1t 15 comprised of 4
Jndependent Non-Executive Dectors who all bring recent and relevant financial
expernience [t1schaired by Paul Heiden wha 15 a qualihed chartered accountant
with a career in a variety of semor finance roles The skills and expenence of each
Committee member are provided m the Baard of Dwrectors sectian on pages 54-55

The Chief Financial Officer Group Financial Contraller Group Head of Internal Audit
Group Chief Risk Officer and the external auditer are standing invitees to all Audi
Cammttee meatings I addittan vatious other members of management dre
wwvited from time to ime o present specthic miatters relevant to the Committee s
remt The Charman of the Board also attends the Commitiee on a1egular basis

Further details on the functions and respanstbiities of the Audit Carmmittes can
be found ini the Commuttee s Terms of Reference which are reviewed annually and
avallable from the Group Company Secretary of In the corporate governance
section of the Group s website at www.lseg.com/about-london-stock-
exchange-group/corporate-respansibility/ethics-and-governance

Activities in 2017

The Cornirattee met 5 times duning the year The Committee maintans a formal
agenda which ensures that all matters for whnch the Commuttee s responsible
ate considered at the appropnate meeting The agenda for each meeting was
determined by the key events of the annual inancialieporting cycie the nsks
wdentified by the Commuttes and the standing iterns under 1ts Terms of Refetence
The following provides detalls on how the Comnttee dischaiged its
1esponsibilihies during the year as set out inits Terms of Reference

Financial matters

wiath regards 1o financial matiers the Commmttee reviewed discussed and
approved the half-year and full-year financlal results 1t reviewed discussed and
appioved key accounting judgernents the annual review for goodwill imparment
and assessment of indicators of iImpawrment on purchased intangible assets
management s view of commitments and contingencies and the adequacy of the
proposed disclosures For more details on the mam discussions and decisions
reached by the Committee on financlal matters see the section below entitled
‘Significant matters mpdcting the financial statements and "Othet topics of
discussion nrespect to the hnancoal statements’
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Governance Report to the Audit Committee

Internal controls

The Commuttee continued to exercise disciplined oversight of the effectiveness of
the Gloup's internal controls throughout the year IUfulfilied 1ts responsibilities by
reviewing and discussing regular reports from the external auditor the Internal
Audit and Risk Managernent functions as well a< from external experts including

— Reports on compliance with the Code —internat controis iincluding
whistleblowing, at half year and year end

— Quarterly updates onnternat audi plans including internal contiol 1ssues ratsed
and management actions 1o remedy the dehciencies

Annual report on the performance of the Internal Audit function

The Commttee ohtained additional comfart by meeting with the Group
Head of Internal Audit at each Audit Commuttee meeting without Executive
Management present

The artiities of the Commuttee elated to internal controls enabled it to satisfy
tself that the Internal Audit function s independent objective and adequately
stdaffed to petformitts duties Inaddimon the Committes assessed the sffectiveness
of the Internal Aucht tunction throughout the year using quantative and
guantitabive ndicators includmg

- Completeness of the audit universe and the audit plan

= Qualty of the methodology iupdated at least onoe 4 year)
Quality of the audit reparts and the 1ssues 1ased

— Consistency of the audit ssues rased and then ratings

- Feedback from Executive Management on specific audits

- key performance INcdicatnTs such as percentage of the audil plan completed
duration of audits distiibution of audht ratings percentage of past due actions
and percentage of self identified 1ssues

The Commuttee 1ehed on the assurance process throughout the yeat 1o
recormnmiend to the full Board that it couid report to shareholders on the
effectiveness of the Group s internal control systerm The Board staternent
can be found on page 99

Oversight of the external auditor

The Committes assessed the effectivencss of the external audit process
including the independence and quahty of Lhe Group's external auditor {EY+
throughout the gear The Commitiee relied orts own judagrment supported
by the foltowing evidence

the Committee recewved a topart from management on thewr nwn ovaluation
of the ofted tiveness of the external auditor

- recewed teports froom By on the statos of ther 261, plan and the results of ther
work The esternal auditor s reports were discussed at each Cormmttes mieeting
and then vews and opimons used 1o chatlenge decraons by Group Finance
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tyidence of matters referred for speciaist 1eview technical ieview second
partner review and quahty control

— The Committee also held separate meetings withi £ v at each Commmittes
meeting without management beaing present

Based on all evidence presented the Audu Committes satishedhtself that the
external audit has been conducted ndependentty and effectvely with the
appropriate ngor and level of testing

The Commuittee approved the EY audit plan the methoedology used the scope of the
audit by location the nisks and areas of focls as well as the matenality threshold far
the Group and the threshold for reporting unadjusted audt differences

The Committee has comphed with the relevant parts of the Competiton and
tarkats Authority Final Grder on the statutory audit market for the year ended
41 Decemnber 2017

The lead audit partner 15 reguired Lo rotate every > years and other key audit
partners are required to rotate every 7 years David Canning Jones took over as
lead audit partner iri 201s Having cansidered the performance of EY for the past
Jyears the Audit Comrmittee recormmended to the Board that a resclution for
thereappointment of £y as the Company s external auditor for the year ending
41 December 2018 be proposed to shareholders at the AGM in Apnl 2018

Repaort on external auditor s fees and safeguards on non-audit services
The Committee has a formal policy governing the engagement of the auditors (o
provide non audit services which s reviewed on an annudl basts

This policy probibits certan actwities from bewng widlertaken by the auditors such
as accounting/hookkeeping services internal auditing tax and pagroll setvices
executwe rectuitment and remuneration services and more generally any work
where a mutuabity of nterest could comprormse the mdependence of the auditors
The pohicy also places restrichons on the emplayment of former employees of the
auditors Recognising however that the auditors are best plac ed to undettake certam
work of a non-audit nature the policy permits the provision of audit-related services
and permtted non-audit seraces wath the priar approval of the Committee

A breakdow nof audit and non aucit setace fees pad and payable 1o the external
audior tor the year ended 41 December 2017 and prior year 1s provided below and
i MNote 35 to Lhe inannial statements

Year ended Yeat ended
31 December 31 December
2017 2016
im £m
Audit services o
Aadit of narent compang and G anated
Frgtnia tatemer 1
Aadit of subsihigny cormpaes 2 z
Mo o it s=rn e 1 -
Total 4 5
Note 11 R TR vl wlr daa 1 dronall vl
b [l ! r o e et o b bl 1 mo | (R L
cleon T L S T T L T S S U R
67



Report of the Audit Committee

The Lomimittee reviewed each of these indrndual appointrments on theu metnits
Prigr to By being engaged the review process involved considenng management s
assessment of

- the thieats ta independence and objectiaty resulting from the provision
of such services

—which accounting firms had the appropnate experence and expertise
to undet take the work

—whether there were any conflicts of interest for Y

- whether the confhcts of interest that existed for other potential firms who were
arther advising other parties to the transachons of were auditors of the other
company could be appropnately managed

— the guantum of non audit fees i the context of the overall audt fee and relaive
sigmificance ta £ in the context of ks total clent fees

Ineach case the audit Committee cancluded, on the batance of nisks that the
appontrnent of EY to perform certain non-audit services represented the most
effective secure and ethcient way of obtaining the necessary advice and setvices
gven therr knowledge of ow business and the Group s structute and accounting
and tax affans together wath thetr wider knowledge of aur ndustry sectar

The policy on audit and non-audit senaces supplied by the auditors of the Group and
of its subsichanes 15 avallable from the Group Company Sectetary or in the carporate
governance section of the Group = wehsite at www.Iseg.comiabout-london-
stock-exchange-group/corporate-responsibility/ethics-and-governance

68

Other matters

The aninual Board Fffectiveness Review included areview of the Cormmittee
There were no major modiications to the functioning of the Committes 1esulting
fram this

Significant matters impacting the financial statements

How the Committee reviewed
these matters and what
decisions were taken

Significant matters
for January —
December 2017

Revenue recognition The Audit Committee reviewed the external auditars’

and inks 1o coraments on the recogmtion of revenues 1n the
managernent’s secondary capital markets trading area fees or
incentives revenue share clearing arrangements and information

serviges revenue accruals (see bY audit opimon on
pages 100-108) The Audit Commttee was satished
that sufficient analys:s had been performed in this
area to demaonstrate that there was no evidence that
any manmpulation of reveniues had taken place
In 2017 the Group completed the acquisition of Mergent Inc
for a total cansideration of US$147 ronlhion and The Yield
Book and i Fized Income Indices from Citigroup for
US$679 milhon The actvities of the businesses are being
wcorporated Into the Information Services segrnent 1150
The Audit Commuttee reviewed the methadology and the
preliminary conclusions for the purchase price allocation
to dentify the appropnate mtangible assets created as part
of the acguisitions and fair value the acquisition balance
sheets See Note 30 to the financial statements
Coodwill and The Audit Commutter considered the approach and
acguired intangibles meathodology applied to perforrming the detaled annual
ympairment assessment  goodwill impanmnent assessment as well as the assessment
forindicators of impawrment of other purc hased intangible
assets as required under [AS 36 including the key
assurmnptions for shart and long-term growth rates cash flow
expectanons and the discount rates used for the Group's cost
of capital The imparrment review was also an area of focus
for the external auditors who reported therr indings to the
Commuttee Detarls of the impairment review can be found
m Nate | to the Rnancial statements on pages 115119
The Audit Committee reviewed reports from the
Finance function on the progress of the on-going
implementation of the new Group-wide inance system
throughout 2017 The Committee satisfled 1fself that
the implementation of the new finance system has
delvered a mare robust process for finahcal reparting
and has not impatred data /mteghity or the accounting
of financial reporting i any way

Acquisition of
Mergent Inc and
The Yield Book
and ity Fixed
Income Indices

Implementation
of the new
finance system
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Other topics of discussion in respect to the financial statements:
Disposal of non controlling interest mLCH S A

LCH Group Holdings Ltd has completed a transaction with Eurgnext NV invoiving
ashaie swap transachon LoH Group Holdings Ltd has repuichased Euronest s
2 3% holding i LCH Group i exchange fora 11 1'% holding inLCH S A The
Audit Committee reviewed the accounting entres to satisfy itself that with

the excephion of the reallocanon of profit between equity sharehalders and non
controlling nterests there 1s noimpact to the Group s mcome statement gther
than the ¢ harges from the advisor and contractar assoriated with negotiating
the agreement The movement in the respective shareholdings occurs in the
equuiy account as there s no change i contiol See Consohdated statement

ol changes in equity in the financial statements

Commitments and contingencies

The Audit Commitiee considered the facts and circumstances surrounding
comimitments and contingencies for the Group The Comimittee agreed that
no provision 1s needed to be racorded i the inancial statoments Sea Note 29
t the finanoal statements on page 151

Non-underlying items

The Commuttee discussed dnd agreed onthe classihcaton of nan-underlying
iterns in the financial statemiants for the year These are presented in Note
to the financial statements on pages 128-129

M&A related nsurance

The Greup often enters inte Centain insurance policies when executing on Ma A
opportumties The pagments for such policies are often made up front bul are
then recogrised ds 4 prepadment and released ovel the penad of the poliry

As these costs are dwectly linked to a one off event and inswe against breaches
of representation pre-dating pur ownershup the Committee has agreed that they
should be recognised as non underlying tterns in the incorne statement

Financial viability statement

In order tomeet the reguiemments of the Code the Board needs to explain how 1
has assessed the praspects of the Group taking nto account the current posttton
and puncipalnsks and over what peniod they have done so along with why they
consider that penod to be appropniate

The Audit Cormimnttee discussed the key elements required to make the
statemnent 1e
- Deciding on the appiopiiate peniod to cover

= ldentifjing and descnbing the 1elevant evidence and assumptions and ensuring
that the vanous planning scenanos were realistic taking rito account the
business indusiry and midcro econonie faclors

- Making an assessnent that 15 appropnate to the Company s Qreumstdng es

- Appluing appropnale siiess testing and reverse stress testing
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The Audht Comrmittee satished tsell that the Board of Drectors was 10 a posilion
to miake the statemenit using the Group sStress testing methodology

The financial viahihiry statement can be tound withan the Directors Repart on
pdge 98

Fair, balanced and understandable Annual Report

The Audit Comrmittee satished tself that the Annual Repor s farr balanced and
understandable and has presented its canclusions to the Beard Inorder to reach
1ts conclusions the Commuttee examined the followmg crnitena

= Fdir

+ The Annual Repart does not osmit impottant or sensitive clements necessary
to understand the straleqy performance and business model of the Group

« Segrnental teporting accurdtely descrbes the vanous actiities of the Group
and ther relative contnbutions to the strateqy petformance and husiness
model of the Group

+ The messages in the Strategic Repon and the € EO and Charman sseports dre
comsistent with the inancial repor ting section

- Balanced

There s an appropnate balance belween the required statutory accounting
metrics and Group-specific adjusted measures

The messages in all sections approptiately balance the favourable and less
favourabie events and trends affeciing the strategy and perfarmance of
the Group

The prinipal nsks presented 1n the Strategic Report on pages 46-53
accurately raflect Hhe nisk requsters whuch are used to <et the nisk appetite
and the strategy of the Group including thase nsks which would threaten
its business model future petformance solvency and hquidity

Understandable

+ Thete s a clear and romprehensive framework for the Annual Report

+ The key messages are adeguately lghlighted in simple language avaiding
specialised terms and actonyms whetever possible

+ There s a glossary of techmcal terms and acronyms used freguently a¢ 1oss
thereport

« The relevant information for sharehiolders s easy to find and approphately
ciass-reterenc ed whete necessany without additional clutter (the 2617 Annual
Report comptises 170 pages compared to the 176 pages of the 2016 1eport

« The vanous sections taken together present a consistent and edasy o
comprehend overview of the stiateqy performance and business maodel
of the Group
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Stephen O'Connor
Chauman of the
Risk Committee

The Risk Committee members as at 31 December 2017 were Stephen
O"Connor, Paul Heiden, David Nish. Val Rahmam and Andrea Swrom
Stuart Lewis (Chief Risk Officer, Deutsche Bank AG) acts as a special
adviser to the Committee and is a standing nvitee to meetings of the
Risk Committee

This report is intended to give an overview of the role of the Risk
Committee n assisting the Board to fulfil its oversight responsibilities
relating to risk management and the adequacy of the systems of
internal controls in place to mitigate key risks

Duning the year ended 31 December 2017 the Commttee met & imes Inaddition
to its regular reviews of the Group's nsk map sk appetite and ermerging risks the
Commuttee focused on the integration of the newly acquired Mergent and Yield
Book businesses and review of the 11isk profile of specific dwvisions as part of its
regular prograrmme - in 2017 the Cormimittee teviewed the nisk profile far the
Information Services Dvisiont The Cormrttee alse momitored specthc geopolitic al
events and the programimes in place to implement MiF 1D [ requiemnents across all
subsicharies subject to the legislaton as well as the framework in place to manage
the Group s cyber security risks INcludag the appraval of the Group s cybet
securtty strategy and related pohicies
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The Comrmttee Closely momlored the continued strengthening of the Group Risk
Framewark durnng the year including enbancements made (o the cyber secunty
framework and the development of an Economic Capital measure to allow for a
better quanhiwabion of its operational nisks The momioning of the Group s 11sk
culture, which represents the foundation of the stiong nisk management
capabiihes within the Groupr 15 constdered at each meeting

1 arder to avord patentiat duphcation of caverage and maore importantly to
reduce the potential for non-coverage of iImportant 1isk matters by either the
Audit o the Risk Commmttees, there 15 a cross membership of both chanmen
of the Audit and of the Risk Committees

Priotities 1n the forthcoming year will involve the continued momitoring of
geopolitical nisks and the montoning of the Group s Brexal contingency plans
preparedness and potential rollout as the UK s negotiations with the EU enter
tssecond phase

The Commutter wall continue to rTeview on a 1otational basts the nsk profile and
execulion nigks of each of the Group s main Wnes of business and key subsihanes

The Commttee will dlso continue ta oversee the evalution of the Group s nisk

culture acrass the Group and its subsidianes to ensure the Board mantains
effective risk managerment oversight and control

Sl

Stephen 0'Connor
Charman of the Risk Comemittee
2 March 2018
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Governance Report of the Risk Committee

Composition and responsibilities

The Commuttee s chatred by Stephen G Connor who provides recent and relevant
financial and nsk management expenence developed during a career n d vanety
of sermor executive roles in the financial services industry In additon the Board
15 satisfied that each member of the Commuttee has the skills and experience
necessary to endble the Cormimittee to dischatge ts responsibiinies effectely
The narmes skill and expenenc e of the members of the Risk Comnnttee are
provided on pages 54 -55

The Chiet Financial Officer the C et Fisk Officer and the Group Head of Internal
Audit are standing nvitees 1o all Risk Cormnmuttee meetings The Committee s
terms of reterence which are approved by the Board and reviewed on an ongoing
basis are avallable from the Group Company Secretary or inthe corporate
governance section of the Group s website at www.lseg.com/about-london-
stock-exchange-group/carporate-responsibility/ethics-and-governance.

The Comimittee mamntains non executive responsibility for ligh level nek-related
matters and nsh.governance As part of its rmandate the Comimttee reviows the
nsk profle of the Group on a regular basis and comments on the adequacy of the
processes in place todennfy and report on key risks It alsc reviews the tisk profile
of the major Group subsidanes/deisions on an indwidual basis It advises the
Board on the Company s overall nsk appetite tolerance and strateqy and keeps
under review the adequacy of the Enterpnise-wide Risk Managerment Framework
andits use in the decision-making process whchincludes the review of
parameters used in the models and methodology adopted 1t sete the standaids
for the accurate and timely reporting ot key nisks and nsks of cntical rmportance
such asnisks 1elating to technology cyber security business continuity and
disaster recovery CCP pperations counterparty and reputational nsks 1t also
Teceves Teports on cormpliance with relevant regulatory requierments for each
regulated entity of the Group

Activities

The Commuttec martains a formal agenda whic b enswes that all matters for
which the Committee 15 responsible are considered at the appropriate meeting
Dunng the year the Committee dise hiarged its responsibiines a< set out s
terms of reference by

= Provichng robust reviews of principal riske
— Reviewmg nsk exposures of the Company and emerging risks

- Rewviewing and recormmending te the Board the Group Risk Appetite including
stress tests and challenging the scenanarestlts

— appreval of a new Ltonomie Capital model for tunmng n parallel throughout
the year o maniton stabiliy consult further and refine modet inputs

- tdomitonng the rallaut of the Mik 1D comphand e programimes across all
our relevant businesyes

- hormtonng of the cyber secunty framewotk and enhanc ement prograrmimies
and approval of reldted policies

womtonng of geopohtical nske including the Group s Spanmsh exposure
follywing the tefetendum o in Cataloma

— omtonng the delivery of actions to rmanacge nskes withn nskc appetite

= Momitonna the Mergent and The vield Book business inteqgratinn within
the Infutrmalion Sevvices Divisiom
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Reviewang regulatary comphance reperts and the actions in place to ensure
ongoiny comphance

- Feviewing the adequacy and etfectiveness of the systems of the internal
ronirals in place ta manage key nsks including the review ol management s
gssessment of information secunty financial come cyber cnme and data
managermnent nsks as well s management s mitigating actions

- Ensuning the effectiveness of the Group s Enterprise-wide Risk Managernerit
Framework and of the Risk function

—Reviewing an assessment of the credit nsk of the pension plan buy-in provider

- Overseeing adequacy of the counterparty lirmits and ad hoe counterparty
credit nsk analysis performed a5 required

— Reviewing detailed reports of the 1k profiles of the Group s matenal businesses
including the [nformation Services Drasion and LCH

= Moritoning comphance with the Group nsk management procedures as
described in the section on nternal contrals on page 6

- Reviewing the adeguacy of the Group s Business Continuity kManagement
plan= and rmanagement programme

- Approving and recommending for approval key policies relanng to nsk and
the terms of relptence for the Risk Committee

— hartanng the Executive performance report onrisk cullure awareness
transparency and accountability) whichis alse shared with the Remuneration
Commitlee

- Momtoring the 1ol out of the mandatary raiming programme on ethcs nisks
contrels and comphance

Risk Management function

The Risk Managerment function 1s headed by the et Risk Officer who oversees
all aspects of nisk management 1N the Group She reports to the Intenim Chief
Executive Officer and for independence purposes to the Chairman of the Risk
Committee The Committee approves the termt of the Risk Management function
and ensures 1t has adequale ndependence to petformits duty The Committee
st be consulted an the appomtment ot the disrissal of the Chief Risk Officer
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Directors’ Remuneration Report
Statement by the Chairman of the Remuneration Committee

Jacques Aigrain
Charman of the
Remuneration
Committee

On behalf of the Board, I am pleased to present the Directors’
Remuneration Report for the financial year ended 31 December 2017
The report includes our Remuneration Policy Report and the Annual
Report on Remuneration

Context

At our Apnl 2017 AGM shareholders vated 98 5% 1nfavow of ow Rermuneration
Policy As aresult of our proposed merger with Deutsche Borse we did not make
any amendments to our policy i 2017 and appreciated shareholder suppert toy
our approach

we made a comrmitment 1o review our pohicy i the event that the merger did not
proceed and as such the following enhancements are being ncor porated into ouw
policy for operationn 2018 to further align to shareholdet pxpectations and
corparate governance best practice

- The mandatary deterral of 50% of bonus will be into shares only

- A 7 year holding penod will be added to the cunent 3 year performance penod
of the Long Terrm Incentive Plan (LTIP} resulting int a total © year penod from the
date of gramt and

The Minumurn sharehoiding Requirernient (MSRT will be increased from 200, 1o
300% of base salary

we are grateful for shareholder feedback n helpinig to shape and develop owr revised
policy The Remuneration Commiitee (the Committee) believes that these
enhancements ensure that our Rermnuneration Policy continues 1o aign executive
remuneration and shareholders long term interests
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As the addihonal elements provice strong matket alignment it 1s not our intention
to preserit a new policy for approval We will continue to engage with sharehalders
ard monitor good practice developments ahead of our AGM w1 2020 where tt s
anticipated that a revised Remuneration Policy will be presented for approval

Performance in the year

The Commuttes continues to place great tmportance on ensunng that there1s a
clear ink between pay and performance, including adherence to the Group s tisk
frarmnework and that aur remuneration outcomes are reflectve of this wider context

The Group has continued to execute on our strategy and achweved a stiong
financial and eperational petformance with growth across our core busimesses,
delivering on a number of new initiatives and developing our customer
partnership approach Totalincome fom continuing operations ruseto £1 955
million up 18% AQP increased by 18% (€126 milhom to €817 rllion and
aperating prafit increased 474 to £626 nllton

Thus strong performance refiects double-dgit growth in our FTSE Russelland LCH
OTC cleanng businesses, supported by a robust capital markets petformance
against challenging markel conditions

— Gt rformation Services Drision s revernue for Fy2u17 was £736 mudlon (2016
£585 rmuilion) within which FTSE Russell has continued 1o perform strangly with
a 33% ncrease nlevenue to 546 milion (2016 £2409 million) within this
performance the US348 mulhon tun rate 5 year acquisition révenue synergies ot
the Russell indexes business acquned in 2014 have been achieved In January
2017 we acquired Mergent inc and in August we acquired The vigld Book and
Cits Fixed Income Indices businesses which will both suppott the growth of F1SE
Russells core index offening

— LCHswmeome for Fy2017 increased 264 to £562 mulhon (2016 L&47 milipm
Swapt lear saw a 31 % increase n clearing volurmes clearing a total Us$674
rilhon 2016 US3666 millens forits members and ther clients The LCH
Swaphgent service for uncleared products went live in May 2017

— In our capital markets business, revenues increased 64 1o 391 million (2016
£368 millien) and 194 new companes wete admitted to our markets in the year
up 454 on 2016 with 9 out of 16 of the top IPOs by size corming from cutside of
the UK underhining its position as the leading global histing venue for
nternational companies

- Income for Post Trade services in ftaly increased 3% to L1151 miliion {2016
£147 mithon)

- Fy2017 revenue far the technology division was £21 million (2016 £33 mithon
At the end of 2017 and i sartly 2014 we cunfitmied the disposal of 2 non core
technology businesses MillenmumiT ESP and Exactpro
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The Group has delvered another strong finanaal performance with growth across all
cole business ateas Afthough the propused merger with Deutsche Borse faded for
exngenous 1easons it involved immense management effort Despite the sigrmhcant
resouces and focus required to progress the rmerger discussions, the business
contmued to outperfarm on fingncial targets duning and after the process

Bonus outcomes for Executive Directors

As atesull of the Group s performance and indwvidual pertormance the
Committee deterrmined that the Executive Directors will be awarded bonuses
of between 79 and 82 b of theu maximum pppartunity

share plan vesting

505 of the LTIP awards made in 2014 vested dunng 2017 ALPS incieased fronn
96 6pF ¥ toend March 20141 to 129 7p over the period ta the end of December
2016 resulting n 814 of the AEPS element vesting TSR increased by 120 over
the peniod Lo August 2017 resulbing1mi 100 ¢ of the TSR element vesting

As showrn in our 'Single total iigure of remuneyation table the: AEPS element of
the LTIP awards made in 2015 will vest m full Based on performance to date it 1o
torerast that the Ts# element will alsn vest in full however this will be confirmed
following the end of the performance penod i Aprik 2018 and will be disclased
our FY2U1s DRR The achieverment of stretching targets year on year has delivered
significant value These vesting outcomes 1efiect AEPS growth of 14 & year on
year and 17 9" . compound annual growth tate «{ AGR1 over the 3 year
perfarmance perwod and annualsed TSR perforrmance to date for these 20115
grantsis 19 - pa incorporating share price growth of 26¢ 11 2017

Durng 2017 a sigrhcant number of our employees benehted from the maturity
of pur 7 Sharesave schemes launchedin 2014 The 2017 Sharesave Invitation
extended the expanded Group s participation overall to 52+ of elgible employees
ncorporating colleagues in Malaysid and those joiming from Mergent Inc and The
Yield Bogk busmesses

Salary review for Executive Directors
Durng the year the Committee conducted tts annual review of the base salary
levels of our Executive Directors

Aswas announced on 79 Novemnber 2017 11 conniechion with his appousment as
Interim CFO Davie Warren was granted a stef. up allowance of £212 100 to be pawd
1 addition 1o s current base salary of £a88 000 for the duration of his appointment
asintenm CFQ providing ¢ new mienm salary of £700 000
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The Comrmttee has deaded Lo increase Mr Warren s base salary for fisrole as
Chief Fiancial Officer tu £200 000 which s 111 line with average emplayee salary
ncreases of 2 5%, Further details of Mrwarren < remuncration arrangements as
intenm CFO are provided in the ‘Remuncration arrangements tor the intenim Chief
Executive Oficer section on the followang page

The Committee has decded ta inctease the salary of Raffaele Jerusalmi Chief
Frecutwe Officer of Borsa ltaliana and Drector of Caputal Markets to €525 000
recogrising the value of tis role as an Lxecutive Drectar The inctease of 1415
below average employee salary Increases of 2 54

LTIP awards to be made in 2018
LTIP awards to be granted n 2018 will be granted under our 2014 shareholder-
approved plan

David Warren will be granted a LTIP award of 3001 and Ratfaele Jerusal will be
granted a LTIP award of 2750 of salanyn 2014 reflecting then cniticality and
providing strong alignment te the performance of the Group

Operation of 2018 annual bonus
The operation of the 2018 annual bonus will continue 16 be fucused un financial
targets strateguw imtiatives and personal contmbution

Share plan rules and approvals

We will seek shareholder approval for 4 share plans at our fot thcorming AGM
reflecting routine course of business and owr continued commitment to
abgnment with shareholder intetests through ermplogee share ownership
The plans are surmimarised below and detailed on page 86

— Renewal of our approved International Sharesdave Plan which reaches the end
of 1ts 10 yeat lifesparn Juby 2018

- Approval of our Restricted Share Award Plan which reaches the end of its 10
year ifespann May 201y The planwill continue to be used prumarily for key
new hues to rephcale deferred compensation forferted from prior employment
treflecting the increased prevalence of deferred compensation structures in
the markets in which we operate) and for the retention of kel talent dunng
aequisihans The plan will not be used on a normat basts for Execunve Directars
and will not form part of any of thew normal long term meentive and

— The introduction of a UK tax favoured all-employee Share Incentive Plan iS1P1
and an equivalent international arrangement
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Directors’ Remuneration Report
Statement by the Chairman of the Remuneration Committee

summary of key executive remuneration decisions

Interim Chief Executive Ofhcer/

Executive Director, CEO of Borsa
Italiana & Director of Capital

Departing Chief Executive Officer
{stepped down on 29 November

Role . . . Chief Financial Officer o _ Markets L o 2017)
Narme David warren Raffgele Jerusa'm Kavier Rolet
Previcus salary C488 000
with effect from 1 Aprl 2017 + £217 400 step-ap allowance €520:950 £800 000
Aqnual salary 50000 142 S
wath effect from 1 Apnl 20l + 2200000 step-up allowance €525000 +1n na
Borus for hinanciah year ending = of <alary 1649, of calary 1607% of salary 177% of salary”
1 December 2017
E ber 2 oeof maximum 824 Bt 79%,
£ total armount LH27000 £330020 £1300.000
Cfwhi b 50% 15 deferred §415 500 €415 00¢ £650 000
Max hanus opportumty
1% of salary: 200% 200, 225%
Sterling equivalent af 275% uf
L71F award 1subiect Sahdary €1 443 7521, prevating
10 pertormance: 300% of Saiary L1507 000 rate gt time of grant. néa
| AN e e Dt e ot th sk e ot dasnen s 1 pedennagta - an el n willl bl t 0 B b et tlsnbndet 0 taee e 1 cant g b s e b Senk el
AN drte Al T Tidre will e 00 Foar Daratdten daie wn i PEcmg 2ot et e = p o Reboied! @i berraedat b ore e dean
e slang Fyoor oew el tepe o adbesdn - fecth gt o the sppoitessent vaomtenrme Lo
perentaoge Fiullgs e abaig by e e cvanpns g TEiadbe at ek one Tare b sapainl Dot host gt benantene Crer
DI B L I I O L e B B (U O (S T A R e A R S LT
. R awatde il o 0 menthe ek dane e

Departure arrangements for the Chief Executive Officer
As announced on 29 November 2017, Xavier Rolet agreed to step down from his role as Chief Executive Officer and Director of LSEG ple withimmediate effect

The Ainancial terms associated with his departure were agieed with Mr Rolet at the tune of the CEQ succession announcement on 19 October 20117 We are honounng
these agreed conttactual commmtments all of which are in accordance with the shareholder-approved Remuneration BPohicy and are detalled on pages 76—30

Remuneration arrangements for the interim Chief Executive Officer
As announced on 29 Novernber 2017 i connectionwith the depar ture antangements for M1 Rolet Dawd Warten was appainted as intenm CEO with immiediate effect
As part of this appointment changes wete made o his terms unhl a permanent CEQ successol s appointed

Mr warren was granted a step-up allowance of £212 000 10 addition to his current base salary of £488 000 tor the duration of s appontment s inteim CEG providing a
new tnterim salary of £700,000 As stated nthe Salary review for Executive Directors section above the Commuttee has denided to ncrease tis base salary in relation to
Fis tole as Chiet Financial Officer by 2 5% to £500 000 His step up allowance will be reduced by £12,000 10 £200,000 providing an unchanged intenm salary of £700 000
for the duration of his appointment as intenm CEO

Full details of M1 Warren's remuner ation arrangements are detailed on page 8/

Concluding remarks

The Comirmtlee continues to ensure the Group s approach to remuneration Lakes Into account best practice and market trends in the hnanaial services sectar and wider
market while continuing to suppott the commel cial needs of the Group the nterests of shareholders and of all other stakeholders we are grateful for shareholder
feedback in helping to shape ous enhanced pohey and we look forward to your support for these proposals at the forthcommg AGmM

C pnr

Jacques Adgrain
Chauman of the Remuneration Committee
2 March 2018
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Governance Directors’ Remuneration Report

Introduction

This report has been prepared in accordance with Schedule 8 to
The Large and Medium-sized Companies and Groups (Accounts and
Reports) Regulations 2008 (as amended), and the relevant sections
of the Listing Rules

This year s disclosure has been split into 2 sections

Remuneration Policy Report Summary (pages 76-80)

The Rernuneration Policy Report was subject to a binding shareholder vole at the
2017 AGM and was passed with 98 5 1 support As explained inthe Charman s
staterment we have incorporated a number of enhancements to our palicy to
ahgn with good market practice As the enhancements ate deermed preferential
to shareholders we are not seeking approval for a new policy

A summary of the Pobcy Report including these enhancements 15 set out
on pages 76 to 80 The full Remuneration Policy Repatt1s set out m the 2010
Dhrectors Remuneration Repaort as part of our 2016 Annual Report

Annual Report on Remunevation (pages 81-94)

This section sets gut how remuneration anangements have been operated
during the past inancial year (12 maonths torm January 1o Decernber 20171 and
also prowides details on how we intend to operate our policy during the corming
year FY2015 This report will be put to an adwisary vote at the 2018 AGM

The Annual Report on Remuneration includes detatl on both the departure
terms for the Cmef Dxecutwe Officer and the ermplogment terms apphcable Lo
the intenm Chief Executive Officer (see further detail onpage 871 all of which
are in accordance wilh the existing shareholder-approved Remuneration Policy

The Annual Repor L en Remuneration alsoncludes detall on 4 share plans
for which we will seek shareholder approval at our forthcormng AGM (page &6

Annual Report December 2017
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Directors’ Remuneration Report

Remuneration Policy Report

Our Remuneratian Policy Report was subject to a binding shareholder vote at the
2017 AGM and was approved with 98 5% of the votes Accordingly, i had a binding
effect on the Group from that date However, as stated in the Chairman s statement
we have tmcorporated a number of enhancements to our pehoy to ahgn wath good
market practice A summary of the Policy Report, ncludirig these enhiancements
is set out on pages 76 to 80 The full Remuneration Policy Report 1s set out inthe
2016 Directors Remuneration Report as part of our 2016 Annual Report

ELEMENT

PURPOSE AND
LINKTO
STRATEGY

Current policy table for Executive Directors OPERATION
A surnimarny of the key elements of remuneration for Executive Drectors 1s shown
n the following table and includes the following enhancerments to our pohcy for
operation from FY2018

ENHANCEMENTS TOPOLICY FOR 2018

— The mandatovy deferral of 50% of bonus will be into shares only

- A 2 year holding period will be added to the current 3 year
performance period of the LTTP, resulting in a total 5 year period
from the date of grant; and

- The Minimum Sharehclding Requirement (MSR) will be increased
from 200% to 300% of base salary

The above enhancements are highlighted in the summarised Policy
Report, for ease of reference.

The Rermuneration Policy 1s designed to support the long termunterests of the
Group The Group 1s comimitted to paying for performance rewarding the senior
management team only when its goals are achieved tach year the remuneration
framewark and the packages of the Executive Directors and members of the
Executie Committee are reviewed by the Commttee 1o ensure that they continue
to achieve this objective The Cammittee takes into account mualtiple refererice
points when setting pay including companies in the FT5t 160 the broader
Financial Services sector and other international exchange groups

MAXIMUM
OPPORTUNITY

The Comrmittee has taken the following areas into account i estabhshing the
Group Remuneration Policy

- afocus on shareholder value
— the continued global expansion of the Group

—the need to attract and retain semot management hom the internationat
fnance and technology sectors

- the Group's intent to be mindful of best practice as expressed by insntitional
shareholders and theu representative bodies and

PERFORMANCE
MEASURES

- the umque positon of the Group at the heart of camtal markets

FURTHER INFORMATION

The full Rermuneration Pohcy Report s set out n

the 2016 Dwectors Remuneration Report as part of
our 2016 Annual Report which can be found on our
website https:/iwww Iseg.com/investor-relations/
presentations-and-webcasts/armual -reports

76

Salary

provides a core elament of rermuneration which reflects
the responsibilities of the role

Enables the recruitment and retention of individuats of
the calibre required to execute the Group's strategy

Base salarnes are normally reviewed annually by taking
Into account a range of factars including

— size and scope of the role
— skiffs and expenence of the indmdual

- market competitivenessitelative positioning,
performance of the Group and of the individual
wider market and ecanomic condihions and

— ievel of increases bemng made across the Group

Any changes are normally effective from 1 Apnil each year

There 15 no defined maximum salary

Increases are determined based on the factors described
M the Operation row

The Cormmittee’s normal approach s to mihially consider
increases within the range awarded to ather employees
More sigmficant increases may be awarded in certain
ctrcumistances such as where there 15 a sigmificant change
Inthe scale, scope of respansibiity of a role, development
within a rele andsor sigmificant rmarket movement

The annual base salaries N FY2017 and for FY2018 for
each Executive Drector are set out in the Annual Report
on Remuneration

na
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ELEMENT

PURPOSE AND
LINK TO
STRATEGY

OPERATION

MAXIMUM
OPPORTUNITY

PERFORMANCE
MEASURES

Benefits

Frovide 1ocal markat competitive benefits and support the wellbeing
of employees

& tlexible henefits plan s offered 1 which indwaduals have cettain core
benefits {such as private medical ife gssurance mcome pratection and
additionally wn ltaly only disabuity, acoident car fuel allowance and
lunchesn vouchars) together with [in the UK) a taxable cash allowance
which can be spent on elec tive benefits 'such as addtignal medical Lfe
or dental cover

Car transportaticn may also be provided for Executive Directors whe'e
appropnate

Dueto the tngh profile of the Group the Comrmittee reserves the
nght to provide our Executives with the appropnate level of secunty
arrangements to allow therm t2 perform thar duties m the safest
possible canditions

Benefits are reviewed periodically to ensure theJ rematn affordabte and
Lompatitve The Carmmittee retains the discrenon ta provide reasonahle
additional benefits as appropriate — for example relocatior and other
allowances including expatnate assistance, housing and scncol fees for
& firate penad tax preparauon and filing assistance and flights back to
the home country for the Executve and s family Repatnation costs
are met by the Company if employment s terminated by the Cornpany
ather than for just cayse

Where necessary any benefits may, be grossed up for taxes

Executives are ehgible to participate in the Group's HMRC-approved Save
As You Earn Option Scherne ot neternaticnal eguvalenti on the same
basts as other employees

Exgcutive Directors are cowvered by the Directors and Officers insurance
and imdemmification

I'here 1s na defined maximum

Benefits plans are set at fwhat are in the Committee s oprmont
reasonable levels in order to be market competitive for ther local
Junsdiction and are dependent an indwidual circumstances

Participation inthe Save As ¥ou Earn dption Scheme (o
mternational equivalent 1s capped at the same level as all other
participants whichig deterrmned by the Company within the
parameters of apphcable legislation

TWd
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Rretirement benefits

Provide Executives with retirement benefits

Support recrwitmeant and retent.on of igh-cahbre people

Provision of annual pension alowance mMvested 10 the Company's
defined contmbation plan or taken as a (ash allowance

Incertamn Junsdichions maore bespoke oension arrangements may be
provided In such circumstances the Commttee will gwe appropnate
consideration ta local employiment legislation market practices and the
cost of the arrangement

The maximum annual pension contnbution/cash allowance s 25%
of salary lexcept where determned by local market practice)

in Italy Mr Jerusalmi acciues mandatory state pension {INPS) benefits
wihneh are raleulated on salary benefits and annual bonus Actual
benefit due at retirernent 15 set out by the applcable [talian legislation
i farce from time to time Under the ltahan Trattaments di Fine
Rapporto (TFRI he receves contributions which are funded by the
Groups at a rate fixed by lacal law and which are paid to b1 Jerusalmi's
prvate pensien plan TFR1s calculated on salary capped benefits
annual bonus and LTLP
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Remuneration Policy Report

ELEMENT

PURPOSE AND
LINK TO
STRATEGY

OPERATION

MAXIMUM
OPPORTUNITY

PERFORMANCE
MEASURES

78

Annual bonus

Rewards annual perfermance agamst challenging
finaneal strategie and individual targets inked to
Group strategy

Deferral reinforces retentian and enhances
alignment wath shareholders by ercouraging
longer-term focus and sustainable performance

The Group operates a Group-wide bonus pool which
15 funded based on the achievernent of financial
and strategw goals of the Group Allacations to
indwidual Executive Directors are made from this
pool based on the Committee's assessment of their
indnadual performance taking into account the
Group's financial and strategic performance and
the achievernent of any individual objectives
related ta their roke

Performance targets are reviewed and set
by the Committee at the begmmng of each
performance year

Awards are determined by the Committee after
the year end based upon the actual performance
agamnst these targets

The Committes apphes jJudgement where necessary
to ensure approved pay-out levels are reflective of
actual overall pertormance

— 50% of the anmua! bonus will be subject to
mandatory deferral normally for a period
of 2 years

— Enhancement Bonus deferval will be 100%
into shares.

- Dividends ior equivalents) may be paid n respect
of deferred shares on vesting

— Deferred awards are subject to malus provisions as
descnbed below Pawd bonuses and vested awards
are subyect to clawback as descnbed below

Maxirmum annual bonus opportunity of 225% of
salary for CEO and 200% of salary for other Executive
Drectors for maximum performance

Based on a combination of financial (e g adjusted
apergting profit) strategic and indvadual
perfagrmance targets Strateqic abjectives wiclude
key targets under the strategic pillars of developing
our partnership approach driving global growth
and delivenng best i class capabilities These
strategic objectves also npact financial results

11 the medwm term

The Committee wall set the detall and rmx of
performance measuras targets and weighting
based on the strateqic objectives at the start of
each year Alleast 50% of the targets relating to
the annual banus pool in any year will be subject
to financial measures

No bonuses are paid for below threshold
performance The Committee may award
any amount between zero and 100% of the
Maximurm opportumty

The performance measures are apphed in the
performance year anly

LTIP
(Long Term Incentive Plan) 2014

[ncentivises perfarmance over the longer term
through the award of performance related shares

Aligns reward with long term sustamable Group
performance and a focus on shareholder value

— Under the LTiP 2014 which was approved by
shareholders at the 2014 AGM awards of shares
[or equivatent) are granted annually subject to
performance conditions

— Enhancement Awards normally vest subject ta
performance targets assessed aver g performance
penod normaliy of at least 3 financial years
with an additional holding period of 2 years
The Committee has discretion to set different
performance perads (fg considers them to
be appropnate

— The Cormimittee shall determmine the extent ta
which the performancée measures have bean met
The Committee may make adjustments to
performance targetsf an event occurs that the
Commuitee determines that an adqustment 15
appropnate The performance targets will be at
least as challengmg as the ones onginally set

— Duividends (or eguivalents) may be paid on
vesting Unvested awards are subject 1o a malus
provision and vested awards are subject to
clawback as described below

although there 1 a facility for maxirmum awards of up

to £00% of salary under the plan rules m exceptional
cases, 1115 expected that awards under this plan will
rormally be up to 300% of salary

The Commuttee determines performance targets
each year to ensure Lhat the targets are stretching
and support value creatton for shareholders while
remaimng motivational for management

vesting of awards 15 subject to achevement of total

<hareholder return and financial performance targets

For grants under ths LTIF, awards are subject to
absolute TSR and adiusted EPS measures

Measures will normally be equally weighted but in

any event any total shareholder return element will

represent at least 50% of the award

For each performance element achieverment of the
threshold performance level will result in no more
than 25% of the maxmum award paying out For
achevernent of the ma:amum performance level
100% of the maximum cays cut Normally thereis
straight-line vesting between these points

Share ownership

Ensures alignment with
sharehoiders mterests

Enhancement Executive Directors
are expected to buld up share
ownership over a period of 5

years and maintain holdings

of at least 3x base salary
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Notes to the Policy Table Treatment of variable incentives
Malus and clawback provisions
A maius provision applies Lo awards granted under the 2014 LTIP and Lo unvested Annual bonus Indwiduals may be considerad for anannual horus in

respect of the perod prior to cessation Any award would be

awards under the Deferred Bonus Plan This would allow the Committeg in 1ts a1 the discretion of the Commttee, subject o the Executive
absolute discretion to deterrmine at any time prior to the vesting of an award to Directar's performance and penod of emplogment

reduce cancel onmpose further conditions in certain circumstances including —_ — - [ —_—

i whete thete s a matenal misstatement of restaternent of the results of the Deferred Bonus tor good leavers awards vest at the normal vesting date
Group in1ts audited accounts (1) the neghgence fraud or sertous nusconduct of Plan 2014 althaugh the Committee may determine that awards vest

the indradual which results in sigmficant reputational damage to the Group or on cassation of employment The award wilt usually vestin
full ar on a prorated basis at the Committee’s discretion

which has a matenal adverse effect on the inancial position of the Group or the Good leavers are those who cease to be an employee of a
business opportunmties of the Groug or (u if the indwidual s a imember of a member of the Group by reason of death 1njury, disabiity
company n the Group winch suffers sigmificant reputational damage or material Ul-nealth redundancy the sale of the indiidual's

adverse effect anits inancial position or onits business, opportunities employing business of the transter of the Company out
of the Group or any other reason which the Comrmittee

decides inits discretion having tegard to @ range of

& clawback provision apphes to vested awards granted under the 2014 I TIP vested refevant factors including the Executive Director's

awards under the Deferred Bones Plan and annual bonuses paid previously This performance length of service and circumstances.

would allow Lhe Committee 1n s absolute discretion o law back fiomndeaduals of therr departuse

some o all of the vested awards or paid bonus incertain crcumstances including Where anindwv.dual 1& not considered to be a good leaver

17110 there 15 a matenal misstatement o 1estaternent of the results of the Group unvestec awdrds will.apse Where an indwigugl is

nts audited accounts 1 the neghgence fraud or senious risconduct of the sammarnily dismissed al. fis awards wilt lapse

indwidual which results in sigraficant teputational damage to the Group or a Deferred awards are subject to malus and vested awards

matenal adverse effect on the financial position of the Group or the busmess are subject to clawback as detailed above

oppotturkties of the Group or i f the mdwadual s & member of a company inthe - - = T T -

Group which suffers sigrmficant reputational damage or matenat adverse effect on Long-Term Forgood leavers ?Wﬁrdi\ wil “Gfmﬁ”fg xe‘ﬂ atfthe- narral

1ts inancial position or onits business opportunities Clawback will normally apply Incentive ;‘;ﬁ%@ Sﬁlt;z'?[gEOé?r‘;/glgtttéf;;ir?ninsspﬁa?g\zg?gf

for a period of 3 years following vesting nf sharesideferred cash bonus and#n Plan 2014 should vest following cessation of employment Veshing

payment of bonus unless the Cormmuttee deterrmines otherwise will be subject to performance and unless the Committes
deterrmunes otherwise (0T that anotner basis of reductioris

Service contracts and payments for departing Directors iag%gg I;?Slh%?er i.tflewg erJerat;?t% 1Qeean:]u;$ﬁg; oeyn&;e %? 2d

The Group s curient pulicy 15 that Executive Drectors senice agreennen s shiould rmember of the Group by reason of death imury disability

have notice periods that are no longer than 12 months The Group may termunate W-health redundancy and the sale of tne indnedual’s

emplaying business or transfer of the Cormpany out of the
Group ar any other reason which the Committee decides in
1ts discretion having regard to a range of relevant factors

an Executive Drector s service agreemnent by making a payment ineu of notice
of a sum equal to 12 months salary penston flexible benefits aillowance Tife and

medical insurance {but excluding bonus and share incentives) plus any ac cued including the Executive Drrector's performance length of
unused holiday entitlernent Consideration will be given to appropniate mitigation service and circumstances of their departure

tetms 10 reduce payments in ied of notice made on termination in the event of where an individual 15 not considered to be a good leaver
the Executive Dnector commencing alternative employgment being apponted urvested awards witl lapse

as a Non-Execitive Duscton of pronading services pursuant to a consultancy Unvested awards are subject to malus and vested awards

agreement n the 12 manths following the Executive Dector s departure are supject to clawhack as detaled above

The Group may pag an Executive Dnector s teasonable legal fees for recening
adwvice In connection with ther employment

The lawful termimation mechanismes deseribed above ate without prejudice fo the
Group s ability m appropiate cucumstances to terminatein breac b of the notice
penodieferred lo above and therebn to be lable for damages to the Executive
Directan Diquidared darmacges ¢ lauses 41e not used

In the event of termimation by the Group, each Executive Director may hdve an
cntitlement to compensationinrespect of his statutory nghts under employiment
protection legislation in the Uk and potentiatly elsewhere Threctors and Officers
habihty nswi ance and anondermmity to the fallest extent perrmtted by the law and
the Group s Aticles of Asseoation are prowider to the Executive Boectors for the
duration of ther ernplogment and for a rmrmwm of /7 gears foliowing ternnnasbion

The ¢ anmitte e comsiders That this s consistent with current best actice and this
approach «ll gengtally be adopted fur now appomtments whete appropriale and
when 1ecrating non UK bases] Directons the Committee maiy agree different
terrmis bysed om o al logal reauirertients of market pras te e

Annual Report December 2017 79



Directors’ Remuneration Report

Policy for Non-Executive Directors

Approach to setting fees

The fees for Non-Executive Directors are set at a level
which 1s considered appropnate to attract individuals
with the necessary experience and abiity to make an
important cantribution to the Group's affairs

The Chairman’s fee 1s determined by the Remuneration
Committee. and the Board 18 responsible for
deterrmiring all other Non-Executive Director fees

Fees are reviewed penodically to ensure they remain
apprepniate The Cormnmittee retains the flexibility to
mcrease adjust and make one-off pagmentsto
Non-Executive Directors based on thetr rermit

Fees are set taking into account the level of
responsibihity of each Non-Executive Dhrector and fees
at other compames of a sumilar size and complexity

The aggregate fees payable to all Non-Executives
combined (excluding the Chatrman and excluding fees
paid for any appomtrments on subsidiary boards) are
capped as set outin the Group's Artcles of Assoclation as
they may be amended by a resoluton of shareholders
from time to time The current imat on the aggregate
fees that are payable s £1 500 000 per financial year

Details of current fees are set put on page 88 of the
2017 Annual Report

Basis of fees

Nen-Executive Directors recewve a basic annual fee with
addticnal fees payable for committee charrmanship

Certain Non-Executive Directors are also entitled
to recewe fees from subsididry cormpanies

The Non-Executive Chatrman of the Group and sermar
Independent Director recewve an all-inclusive fee for
the role

Fees are netther performance-related nor pensionable

Non-Executive Directars are not eligible to participate
inthe arnnual bonus or LTIF plans and are not entitied
0 any pagments o terminaticn

Other items

Non-Executive Directors do not recetve any benefits
or entitlernents other than ther fees and reasonable
xpenses

Travel and other appropriate expenses with assactated
taxes ncludmg fees incurred 1n abtaining professional
adwvice in the furtherance of thewr duvies! incurred in the
course of performing ther dutes are reimbursed te
Non-Executive Directors

Non-Executive Directors are covered by the Directors’
and Officers’ nsurance and indemnificatian

Non-Executive Ditectors have letiers of appontment with no notice pernod except for the Group Charman who has a notice period of 6 months uniess he 15 not
re-elected by shareholders in which case his appointment will terrminate immediately The Non Executive Dinectars appowntments are for anmrutial penod of 3
years from the date of appointment and are alse subject to re-election by sharehiolders

80
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Annual Report on Remuneration

This section sets out how remuneration arrangements have operated during the past financial year (FY2017}. and also provides details on how
we intend to operate our policy during the coming year (FY2018) This report will be put to an advisory vote at the 2018 AGM The information
from this page 81 to page 94 has been audited where required under the regulations and is indicated as audited where apphicable

Single total figure of remuneration for Executive Directors (Audited)

Single total figure of

Xavier Rolet"

remuneration David warren Raffaeie Jerusalm® {stepped down on 25 Novemnber 2017)
T FY2017 % FY2016 % FY2017 %  Fy2016 o FY2017 " Frzote %
o £000  of total £000 of total £000  oftotal £000 _ oftotal £000  of tetal £000 of total
Fixed pay
salarg ’ 502 Tags wa a1t T733 T e
Flevole bene ts allowante 20 ) i - T 2 )
Eeneh-e - T 137 13 N - 27 o B T4 B 1?5 ’ 42 h N
Porsion w2 - T 24 83 .57
Jther . _ I 3 177 o T
) h 16 oem | ra i Tloas am £ T3 555 1o%  104C L
Pay for perfmmanc_e o - N B B N - N
Anaua, Lo s S e su T T T a4 1300 1643 -
TN et 2Nt e ) B E‘BA i T i a 1548 z CQE 73720577 [ LE]_
I 2811 7w 17 X 2275 89% Al 4509 Bl%  Swsa &7
Total remuneration " 3,587 T T 3280 3710 " 5564 880
Notes to the table Raffaele Jerusalmi
1 value for Long Term Incentwves shown for Fy2017 represents estimated value 5 Benefits represent the cash value of private medical disability and ife

of share awards granted 1t 2015 that vest in April 2038 The estimate s based

on the confirmed 100 vesting of the EPS element and farecast 100 vesting

of the TSR element which will be confumed in Apnl 2018 The value 15 based
on a3 month average share pnce from 1 October 2017 to 31 Decernber 2017
being €38 07

Annual persion allowance of 25 ¢ of salary
David Warren
3 Benefits include the cashvalue of private medical income protection and hfe

assurance pius expatnate allowances and commuting expenses including
cat transportaticn where appropnatet with associated taxes

36 189 Pertormance shares vested on 2/ August 20017 at £ 39 50 per shate
This equates te §1 424 466

Annual Report December 2017

nsurance cover lunchean vouchers car and fuel benehit

Pension mandatory INFS contributions cateulated on salary benehts
and bonus for the 12 month penod

Trattamento di Fine Rapporto mandatory anrangement s calculated on salary
capped benefits bonus and shares and paid into Mr Jesusalrni s pension plan
for the 12 month penod

Fy20l7rate of §1 - €1 laand Fy2uibraleaf £1 - €1 22

=3 067 Performance shates vested on 27 August 2017 at €39 50 per shale
This equates to £2 296 147

Xavier Rolet

10

Data reflects the 11 month penod worked duning 2017 as CEO Bonus awarded
only for 11 manths worked in 2017 all olher elements are pro-rata for ths 11
month penod

Benefts included the cash value of prvate medical incnme proves tion and Nife
assUTANCe, Save A5 You Farn (SAVE; and cormmuting rxpenses with associaterd
taxes nncluding car transportation whee appropnatel The data also

g arporates legal fees incurred 1 agrecing departure arrangements i
relation tu the propased merger with Deulsche Borse and subsequently with
the doparture anangerments that wers agrecd 1n O teber 2017 Mr Rolet
tontnibuted £500 per manth to the SArE plan i Januang and £250 pen moenth
hetween February and Decernber J017 SAYF has beenvalued based on the
monthly sav g amiount and the descnunt proaded 200

©OL00 111 Pertormance shareswestod on 27 August A017 at 13950 e share

This equates toba 191 485

B1
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Additional notes to the Single total figure of remuneration (Audited)
Fixed pay

Base salary

whiern reviewing Executive Dnector salares and in hine with our policy the
Committeg considers mulhiple reference points including comparues m the FTSE
100, the broader Financial Services sector and other international exchange groups

Benefits

& flexible benehts plar s offered 1 which individuals have certain core bengfits
(such as private medical life assurance income protection and additionally n
Raly only, disability, Winess acadent car fuel allowance and luncheon vouchers
together wath (in the UK] a taxable cash allowance which can be spent on elective
benefits (such as additional rmedical tfe or dental cover)

Where recewved as a cash supplement this allowance 1s not used to calculate bonus
payments or pensien contributions Benehts are reviewed periochcally 1o ensure
thay rernann affordable and competitive Executives are eligibie 1o participate in

the Group s HMRC-approved SAYE Scherme (or inter national equivalent)

Xavier Rolet and David warren teceve a flexible benefits allowance of £20 000 pe
annum which s unchanged since last year [n addition they recewe henefits in
kind which include private health care permanent healthinsurance and lite
assurance arrangements

As an expatnate from the Us 1o LK David Warren 1s also entitled 1o recaive
the following

— tach year he s entitled to tax preparation and filing assistance i the L5 and
the UK

— The Group will meet the costs of repathiating Mr warren s effects back to the US
if 1t ternmnates ks employment other than in crcumstances such as senous
misconduct which would Justify surmrmary terrmnation

— Anannual allowance of £30 000 net per annum to cover flights between Landon
and Mew York for M warten and his farmily

Raftaele Jetusalmireceves benefits in kand that include private medical chsability
and ife insurance cover luncheon vouchers car and fuel He also contributes
towards the ltalan randatory national nsurance system

There are no contractuat malus or clawback provisions in place n1elation to benefits

Executive Directors are covered by the Directors and Officers insurance
and indemnufication
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Retirement Benefits

Inthe UK pension provision for our Executive Directors takes the torm of a
non-consolidated cash allowarnice

Xavier Rolet and David Warren recewve an allowance equivalent to 2544 of base
salary as a taxable cash supplement Only base salary s used to caiculate pension
enhitlement and no other pension supplements apply

Raffagle Jerusaimi accrues mandatory state pension (INPS) benefits in Ttaly
Actuat benefit due at retrernent 1s set out by the applicable ltalian leqislation in
force from time to tirme Under the Itahan TFR he recewes contnibutions which are
funded by the Company at a rate fixed by local law and which are pawd to Mr
Jerusakmi s private pension plan Both INPS and TFR contributions are included

n the Single total igure of remuneration table on the previous page

Bonus awarded for FY2017

Executive DIrectors aie ehgible to receve an annual bonus based on meeting or
exCeeding bonus targets that are set at the beqinming of the year looking at the
Group s financial performance strateqic deliverables and then personal contribution

The Commitiee also receres put hom the Risk Commuittee with regard te
performance related to nsk culture |[awareness transparency and acceuntabiity)
when assessing rernuneration decisions

The operation of the F¥2017 annual bonus 15 as pet last year For the inanoal year
ending 31 December 2016 the Cormmittee determined that the syle annual
finarctal target should agarm be AP The Carnrmit tee considers AOF tu be of
particular sigrificance for the Group and believes it should continue to be the
mamn financtal measute for annual bonus plan putposes As per 2016 the
maximum bonus oppartumity1s 225% of salary for the Chief Executive OFficer and
2001, of salary for other Execulive Directors For 2016 the balance between
financial and strateqic objectves for the Group bonus pool was 60 40 ncreased
from 50 5010 2015 reflecting the increasing impor tance of inancial performance
to the Group This 60 40 halance s unchanged for 2017

The Executive Directors awards are funded from the Group bonus pool then

ndwidual awards are based on an assessmenit of therr contnbution weighted
agamst 55% Group AP, 35% against strategic deliverables and 10+ delwvery
against personal abjectives as deterrmimed by the Beard
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Determination of Bonus for FY2017
The Committee determined the overall Group benus pool wathreference o the 12 month perfurmance penad ending 31 December 2017 The performance measures
and targets are set out below

Performance Maximum Actual
relative to percentage percentage

o Actual performance o Target B target ~ of bonus of bonus
FY2017 Group AOP FY2017 ADP of C801M Fr201 ¢ AQP of £736m Abovetarget 60 52%
Group Bonus . i
Pool Strategic - Robust management and growth of core business duning and subsequent to proposed  Abovetarget 40 30
Deliverables  merger with Deutsche Borse Although the proposed meiger failed for exoqenous
reasons 1t nvolved Immense management etfort. Despile the sigmhcant resources
and focus required to progiess the discussions the bustness continued to outperform
on financial targets during and after the process
- Successful and well receved Investor Day held in June 2017
— Leadership of regulatory engagement — navigation and execution of Brex it strateqy
and successful preparation for go ve of MIFID 1
- Growth ininternational markets and global reach — threugh our global brands FTSE
Russell and SwapClear inthe 15 and Asia and strengthemng relationstnps with kaiddle
East and China
Successful acgunsitions of Mergent Inc and The Yield Book fixed income analytics
Platforrm and Ll fixed Income Indices business
- Achievernent of FTSE Russall indexes integralion > year fevenue synetgies
of Us$48 mithon
- Strategic yncrease of shareholding m LCH Group from 58 to 66 & and 10 year
derivatives ¢learing partnership with Euronest NV
—LCH S A launched CDSClear client clearing and 1epo clearning on Germian debt
- Launch of LCH SwapAgent a senvice designed tosumplify the processing magining
and settlernent of non-rleared denvatives and clher key new products
- £2 bilhon FMTR strengthering debt capital structure facilitating future investments
- Cielvery of BSEL nto full operation in 51t Ldnka and substantial subsequent
upscaling and
= Focus on core operations through the disposal of nor-growth and low margin
buginesses for example 15PS Millenmurn) T ESP and Exactpro
Total 100 82%
AR st g b e giepthe s o et me oane e Al b et e e e al bore
Pootbe by ool g b n o g Jheosho e oo g=t i P e ot 1 et L e g o
LI I T € T o T F L I T T I O O B O I R 1 T K P AT R U Y BT ST O I T L T VR I T T Y T F LT S O N R Y
Group adjusted operating profit performance Strategic deliverables performance
% ol total honus u: of tolal bonus

T Ao ek o T = st

TN [ AT S PO R | N R BTN TR PR Yoot o
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Intevim Chief Executive Officer and Chief Financial Officer

As well as being an exermiptary Group CFO Dawid warren has stepped up as
nterirn CEQ, providing vital continuity and leadership during the penod of
change for the Group

David has led the focus on all aspects of financal performance drving income
growth by focusing on a successful mix of core product ines supporting new
opporturities and ensuring successful mtegiation of recent acquisttions Notable
integration success includes Russell Indexes where the Group has achweved the

5 year Us348 millon revenue synergies from the acquisition 2 years ahead of
target As the Group's mncome grows David has remforced cantinued disciplise
operating cost levels and focus on deliver ing value from our investrments for growth

Davtd has led the Group through several refinancing activities m 2617 Refinancting
of short dated farihties rebalancing of bank/bond debt mix with €1 bithon Euro
bond and £600 milhon S year bank facities plus €1 billion Euro (P Programme
launched strengthenimig debt caprtal structare, matenally reducing borrowing
costs and strengtherung lending appetite that would facilitate further small?
mediurn sized wvestments Ths acthary and the transiation of Group Anancial
performance inta a strong castfliow 1as seea credtl rating upgrades from bath
Standard & Poors and Moody s 1n the year enhancing lending bank appetite to
provide headroom for further investments

David was central to the Group s M& A activibies in the year, which included the
acquisition of Mergent Inc a leading provider of business and financial data on
public and private comparies and The Yield Book fixed income analytics platform
and Cit1 Fixed Income Indices anndex business ncluding the world Government
Bond Index (WGBI) In addition our shareholding of LCH Group was ncreased
from 57 8Y 10 65 9% and a 10-year dernatwves cleanng partnersmip was acheved
with Euronext NV

David has alsa led the focus on core operations through the disposal of our nan-
growth and low margun businesses, including 15F5 Exactpro and MillennwumI T ESP

Executive Director, CEO of Borsa Italiana & Director of Capital Markets

In adeition to his responsibilities as an Executive Director for the Group Raffaele
Tetusalmi has led o capital markets and Post Trade diisions in italy Aganst a
challenging macroeconomic backdrop and low levels of volatility he has continued
to promote innovation and drive growth Capital markets had a 6% mcrease n
revenues ta £391 mfhan (1 Y2016 £368 milion}

The Group welcomed 194 compares to our markets in the year, 1asing a
rombined total of £44 2 bdlion (2016 £75 6 billior) i mew-and further rssues
This has been achieved despite significant levels of uncertainty around the
potential outcomes of the Brexat negotiations between the EU and UK which
has required sigmftcant engagernerit with key stakeholders

Other notable achevernents include prepanng our business for the launch of
MIE LD N January 2018 AlM capital tarsed since launch reaching £105 billion,
launch of the ELITE Basket Bond, and launch of the International Securities
Market 10 London in addimion 1o the new products launched in-year 2017 has
seen growth w products launched wn 2016 such as CurveGlobal and ELITE Club
Deal as our custorners respond posttively to our continued innovation

Departing Chief Executive Officer

The Group has delivered ancther strong financial performance with growth across
all cote business areas Although the proposed merger with Deutsche Borse failed
for exogenous reasons it tnvalved immense management effort and despate the
sigrmficant resources and focus required 1o progress the merger chscussions the
business continued to outperform on financiat targets during and after the process

Followang the strong histonc inancial performance the Executive Directors
and key members of the of the Group s Leadership Team held a successful and
well-receved livestor Day i June 2017 whereby our investors were updaled on
aur mediurm term performance expectations and financial target s

The Group s openness to innovahon was demonstrated by the launch of numerous
new products services and initlatives that expand and leverage our open dccess
strategy Notable examples include International Securities Market ELITE Basket
Band €112 million 10-year bond LCH SwapaAgent {DSClear chient cleaning MTS
Global Coltateral Management and the launch of Russell 2000 Index futures on
{ME s Globex platform

Despite strong econormic performance aspects of Xavier's operating style and
the uncertamty surrounding whether or not he was prepared to give s consent
to continue in office of the second resolution of the 19 December 2017 Genelal
Meeting was passed negatively impacted relationstips between fim and the
Board Aswas announced at the tume, Xawvier's garden leave was accelerated and
he agreed to step down as CEO on 29 Novarnber 2017 resuliing i himworking
11 of 12 months of the year The Cormnmittee considered this and deermed it
appropriate to pro-rate his FY2017 bonus accordingly

Based on the above context and an assessment of iIndividual performance the Rernuneration Committee awarded bonuses to each of the Executive Drectors as follows

Interim Chief Executwve Officer / Executive Director, CEQ of Borsa [tahana
Chief Financial Officer

164% of salary

Role

Bonus for FY2017 % of salary
% of maximum
£ total amount .

OF which 50% is deferred
Financial Performance

Bonus Component

B5%) —
Strategic Deliverables
(35%;} o
Personal Objectives
. acx) -
ooberceatage wf bl gean salarned S50 e rpresann Dmiontbl ol fAsE e gy
By awgtde dmee Batgncb the Thmonth weake 307 it 201

84

364 of maximum
75 % of maximum

B0% of maximum

alman 1 menthary T nig et

Departing Chief Executive Officer
(stepped down an 29 Novemnber 2017)

177% of salary

& Director of Capital Markets
Ten of salary

g o el %%
€527000 . €830000 ~ £1300000
£a1350C 215000 £650000

86% of maximum 86% of maximurmn

75% of maximerm 75% of maximurm

B0% of maximu™ ~ 50% of maximum

alay
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Compulsory deferral under existing Remuneration Policy
Executive Drectors must computsonly defer 50 of ther bonus for a pernod of 2 gears This provision applies to the bonus amourtt for the f Y2017 bonus above and

operates as follows
— Until the mirimum shareholdimg requirement of 2x base salary 1sreached the percentage of bonus that s deferred will be defened 100 into shares and

— Oniee the level of mimimum shareholding has been reached indnaduals are able to elect to defer under 3 different approaches 100° of the deterral amaunt inte
shares 50" nto shares and 50% into cash or 100%nto cash

— Dradend equivalents will be paid in respect of defened shares on vesting

— Any defertal into shares will be cisclosed at alater date once confirmed

Long term incentive plan (LTIP)
All currently outstanding LTIP awards have heen made under the 2014 LTIP

Awards granted in August 2014 with a performance period ended in FY2017

The performance penod for the absolute TSR element of the Petformance Share awards ended in August 2017 The awaids granted n 2014 were based on absolute 15R
performance in the 3 years fromgrant and adjusted £PS performance i the 33-month performance penod to December 2016 Qver the penod annuahsed absolute TSk
performance in the 3 years to August 201 was 302, per annurm and therefore vested at 1004 for this clernent The Company alvo delivered average adjusted LPS
growth of 105 pet annurm over the performance perind and therefore vested at 81w Vesting price as at 27 August 2017 was 13950

Awards granted in April 2015 with a performance period ending in FY2018

The value shown in the single hgure table on page &1 for the financwal year ending Decembet 201, represents the estimated value of the 2015 awards which will vest in
Aprl 2018 The estimate 18 based on the confirmed 100+ vesting of the EPS element and farecast 100" vesting of the TSR element which will be confirmed in April
2018 The estimated values based ana 3 month average share price from 1 Qctober 2017 to 31 December 2017 The final vesting outcome nncluding the actual share
price at vestingy following the end of the performance penod will be disclosed in the next Annual Report on Remuneration coveting Fy2018

The performance conditions appiying to awarcds granted in Apnil 2015 are as follows

EPS element {50%) - average adjusted EPS growth __ TSRelement (50%) - absolute TSR growth _ _Praportion of relevant element which vests
LessthanEhpa ) ~Lesctmanglena o _ - - 0%
tnpa R _gika L o S L 2
12 pa or more 1A [ & 2TITOre ~ o o 150}

Stragh' ne ora atng asphe- between these poirts . o ~

Further to the financial year-end change awards made n FY2015 and onwards returned to being measwed aver 36 months on a calendar year basis for EPS
The financial year-end change did not affect the TSR measurerment period which remained 3 calendar years from grant Vesting remained at 36 months

LTIP Awards Granted in FY2017 (Audited)

Awards duning £ Y2017 were granted 1n April undes the LTIP and wete ade with a value of 300t of salary for David wanten 2754 of salaru for Raffaele Tetusalmuiat 1ate
of £1 = €1 185 and 300% for Xaver Rolel 1he same FPS performance condihions and vesting schedules described above for 2019 awardy also apply to these 2617
awards simiarhy for TSR excepl that the TSR performance 1ange was set at 6 v.to 14w further to sharehalder consultation at Lhat tume

Intenim Chief Executive Officer / Executive Drector CEQ of Borsa Departing Chief Executive Officer
o oo Chief Financial Officer  1taliana & Directoy of Capital Markets  (stepped down on 29 November 2017)
2014 LTIP (Nil-cost pevformance o, of salary 20 o <zlary 2T of s, 300% of salary
options) granted on 3 April 2017 - - - T
€14 .0x
R TS (8 I TN SR 1
Face value Ll afa il ~hE et ondangare f grant £2 400 D0L
Share price Ca 7! cal Tl £31 71
Number of LTIP
shares granted L, Fr BERET 75 645
Tra T L T R R O N T RO I U | B L TN | TR L R TI o e s e et LN B L S (P B T T BN AR AT L
S TN TR R e bl A poap taron e [ T L T S T Y T B L YT S R B R TR YR IR TR v Lhe b
i (LA vl I
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Other share plans (SAYE)

All UK employees, including Executwe Directars, a1e eigitile to participate in the
HM Revenue & Custorms aporoved Save As You Earn scheme (SAYEL Under the
rules of the SAYE, participants can save up to £500 each month for a penod

of 3 years Atthe end of the saving penod savings Blus interesi may be used
1o acquite shares by exercising the related option

The options may be granted at an exarcise pnce whch represents a discount of
up to 20% tomarket value at the date of invitation No performance conditions
are attached to SAYE aptons There ¢ also an lnternational Sharesave Plan (15P)
which s designed to provide share options ta Group employees ncluding
Executive Directors who are not based in the UK on sumilar terms to the opiions
that are avallable to UK employees thicugh the SAYE Employees inFrance

Hong Kong ltaly Malaysia snLanka and the US participate n the ISP As a core
companent of our employee proposition and benehts offenng it acts as a modest
retention tooh with over 507 of eligible ermployees partwcmating globally

xavier Rolet contributed €250 per rmonth into the 2014-2017 scheme priai to s

matunty date in March 2017 and contributes £250 per manthanto the 2015-2018
SAYE scheme

86

Share plan rules and approvals

we will seek shareholder approval for 4 share plans rules at our forthcoming AGM
These reflact routine course of business as well as our continued cormmEment 1o
alignment with sharehoider interests through employee share ownership

— rRenewal of ow approved International Sharesave Plan (15P) which reaches the
end of its 10 yeat ifespan in july 2018 As detated inthe Gther share plans
sertion above the plan curtently opetates in 6 countries and cver SO of eligible
employees participale globally

— Approval of our Restneted Share award Plan whirhreaches the end of its 10
year ifespan i May 2018 The plan will continue to be used pnmanly for key
rniew htres ta replicate deferred campensation forferted from pror employment
ireflecting the increased prevalence of deferred compensation structures in the
rarkets in which we operater and for the retention of key talent during
acauisitions The plan will not be used on a normai basis for bxecutive Drectars
and will not form part of any of therr normat long term meentive and

- The mtiaduction of a UK tax-tavoured al-employee Share Incentive Plan (SIP)
and an equivalent international arangement Together with our extsting UK
and [nterndational Sharesave plans the SIP s witended to present an oppartumty
for an all-employee offenng ncluding those junsdictions where we do not
operate Sharesave as our foorpnnt extends through acgquisition and
ncreased global reach

should the Restricted Share Award Plan be utiised as one component of any
incomiing Executive s deferred compensation buyout full conwderation would be
given to sharenalder expeclations and the Plan s use and award construct be fully
disclosed Any such award would be consistent with the shareholder-approved
Rernunetation Policy
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Remuneration arrangements for the departing Chief Executive Officer:
As has been announced Xavier Rolel stepped down from tis role as CFO and
Dweclor of LSEG plc on 29 Novermnber 2017 after almost 8 years of service

The hnancial terms below were agreed with Mr Rolet i October 2017

in conned ton with s announced departure and alk are in hine with the
shareholder approved Remuneration Pohcy 2017 The Company s honouring
those contractual commuments

The following artangements will apply n1espect of Mr Rolet s notice peniod

- b Rolet s 12 month notice penod commenced on 23 Novermber 2017 and
will be spent on garden leave

— He may accelerate his Lerrmnation on 4 weeks notice iinwhich case he will
receive a payment nlied of notice calculated by reference to base satary and
tontractual benefits Such payment would be made n nstalment s and subject
e reduction it alter native employment o engagernent 1s secureds

= Duning hes garden leave Mr Rolet wall be available to be consulted at the
Board s distietion

Other terms agreed with M1 Roletin Gotober 2017 which were the subject
of rareful consideration by the Commuttee are as foliows

- Annual bonus - Mr Rolel recewed a bonus for the 11 months he worked
asCEOINFY2017 50% ot whieh wall e deferred until March 2020 He will be
not be eligible for a bonus inrespect of Fy2014

- Defened bonus —he will be & good teaver and awards will vest inline with
vesting schedules i barch 2018 2019 and 2020

- LTIk - he wll be a good leaver and awards will vest on a wait and see basisn hne
with existing vesting schedules and subject to the normal performance conditions

+ No e pro-ranng will apply 1o hes 2015 award as it 1 anticipated he will stil}
be on nothice onats vesting date on 7 April 2014

+ Asilwas anticipated that be would have beernin ernployrment for the 3
full inancial years applicable Lo Lthe 2016 LTIP award the Committee
deterrmned that this award would vest 1n full subject to the achievernent
of normal performance conditons Ts was agreed with Mr Rolet as part
of the legal agreement reached in October 2017 1N conne ton wilth his
announced departure

« M Rolet s 2017 LTIP will be time pro-rated to 31 Decernber 7018 ithe date
by which it was onginally intended that his employment woutld cease)
should he elect to leave earlier than the expiru »f bis 12 month nebce peniad
onee a successor has been apponted the tume pro-rating will apply to fis
leaving date

= Mr Rolet will not be grantect an LT1F award in 2018

— Mirimum Shareholding Reguirement IMSR) — as M1 Rolet has demonstrated
throughout his tenure heas fully ahgned to shareholders and has constantly far
exceeded s MSR He will maimtain the tequired MSR unttl fus departure date

The Cormmittee rermnams of the view that this treatment of Mi Rolet s LTIP and
deterred honus agreed i Qctober 2017 15 appropnate n hght of s sigrmficam
contnbution to the Company s performance to date and the fact that hewill rernan
avallable to be consulted on strategic and surcession ssues during his garden leave

The tables below set out the relevant number of shares under each of M1 Rolet <
2015 2016 and 2017 LTIP awards and his 2006 and 2017 Deferred Bonus Plan
IDBR anards along with date of vesting Inthe case of the LTIP vesting land
therefore future valuel s subject 1o the achievemnent of stretcting pertormance
measures which are designed to provide a long term focus towards enhanced
sharenolder value and do not reward for faldure The DBP awards relate o deferred
bonuses already earned fon previous performand & years

Date of vesting

Number of shares {subject to

Award under award performance) Time pro-rating %

SLINLTF olges “hprl 200k NI

CCLELTIF 8382 Marcn STy oo

2017 LTIk BERTAS April SSn

| :. W\r'ryr- Pt phogpi=lee e 1 W1 Tth- JT ) -
Number of shares

Award __under award _Date of vesting

cPui4 Marcn 2o.s

Rl Mar.n 27.3

ZL10 bR

The Company has made a contnibution of £25 000 (plus VAT: towards Mr Rolet s
legal fees incurted in connection with the above arrangements that were agreed
m G taber 2014

Remuneration arrangements for the interim Chief Executive Officer:
As announced on 29 Novernbet 2017 10 connection with the departure
arrangernents for Mr Rolet David warren was apprinted as mterim { EQ with
inmiediate effect As part of his appaintment the fullowing changes were made
try s terms until a perrmanent CEG successon 15 appointed

Aoslep-up allewance of £212 000 will be paid in addition to s Lurrent base
sakany ol Casy 000 for the duraton of tis appontment a< intenm CEC pravwding
el ItCHM salary of LA00 L

any bonus paid for <017 and 2018 performance will be adusted on ¢ prooata
basis toneflect hns new mterim salary

Annual Report December 2017

— Fon 2018 fus LTIP aweard will be caleulated by reference to e current base salary

= His benehts pension allowance and all rther employgment terms will
rernain unchanged

As slated inthe Charman s statermnent {he Comnmittee has dedided to micrease his
base salary w relation to his role as Chief Financial fficer by 2 5% o §500000
His step up allowanee will he reduced by L12 900 te 200000 tTherefore b
warrensintenim salary of €700 000 1. unchanged
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Implementation of the Remuneration Policy during 2018 (1 January
2018 to 31 December 2018)

Base salary aoperation

Dunng the year the Commuttee conducted its annual review of the base salary
levels, of our Executwe Directors

The Commitiee has decided to ncrease M Warren s base salary for hisole as
Chief Financiat Officer to £500 000 which s v line with average employee salary
increases of 2 5% The Committee has decided to increase the salary of Raffaele
Jerusalmu Cnef Executive Officer of Borsa itahana and Drrector of capital markets
by 1% to €525 000

Base salartes effective from 1 April 2014 are sel out In 1he table below

2018 awards will vest 3 years after the grant date subject to absolute TSR and
adjusted EPS performance measures as follows 1 @ the sarme measures as those
that appled to the 2017 awards)

EPS elemnent (50%) - average TSR element (50%) — Proportion of relevant

adjusted EPS growth absolute T5R growth element which vests
] LI R adl th . e hich

Less than &% pa Lesstnan &% pa . 0%

€% a . - . - 6% pa_ o 25
12% pa ormere 14% pa armere o 1od

Stllwthrltr)e pro rating :Elpp‘lE:;E‘tWE?_ﬁ these pounts o
Awards t6 be made during 2018

Based on the context and an assessment of individual performance the
Rermureratian Cormirmittoe witends to make grarts Lo each of the Executive

With effect from
L Anrd 2017
488000

« slep-up allopwance of
£2iz 000

Annual salary
Dawvid Warren

with effect from
1Apnl 2018

CLO 000 1+2 Su)

+step up allowance of
N £200 000

Duectors undes the 2014 LTIP as set out below

Intenim Chief Executive
afficer 7 Chiaf Financial

Executive Directer, CEO of
Borsa ftalana & Directos

Raffaele Jerusalmi €520 000 €525 000 Tk

1 Taal (ltdrm_\-_\mzm AR EETRT) \ml'n-.ul F R TN A AL B B IR I IR R (T 1

Annual bonus operation
For Fy 2013 the Group bonus pool will be determined based on petformarnice
measures weghted 60% Group AQP and 40 strategic deliver ables to be
intended to be tested over a 12 month performance penod

- The Executive Directors awards are funded from the Group bonus pool then
indwidual awards will be based on an assessment of ther contnbution weighted
against 55%. Group ACQP 35% agawnst strategic deliverables and 10'. dehvery
against persenal objectives as deterrmined by the Board The Comimuttee
determiined that there should be a greater focus on the development of cultuie
for the Group and a real emphasis on behaviour as to how the Fxecutive
Drectors actieved theu targets As such for FY20s performance agamst
strateqic and personal deliverables will include an assessment against specific
cultural objectves including 360 degree feedback as an inpul measure

— Ay bonus pagment will be paid out i March 2019 In accoidance with the
enhancements made to our policy mandatory deferral of 50 of bonus will
be into shares for a penod of 2 years

- The mimmum shaieholding requirernent 1s 3x base salary, increased from
2x base salary i prior years

— Deferred awards are subject to malus provisions Bonuses alteady paid out
under the Deferted Bonus Plan and vested awards are subject to clawback
e g 0 cases of matenal misstatement o gross misconduct) with judgement
applied by the Commuttee

— For good leavers awatds will usually vest at the normal vestiry date and in futl,
unless the Committee determines to scale back the award based on any factors
deemed relevant Whete an individual s not considered to be a good leaver
unvested awards wiil lapse

Long Term Incentive Plan

Awards are intended o be made in 2018 under the 2014 LTIP as descnibed in our
Remuneration Policy Report: The 2018 LTIP awards will be granted under our
enhanced Remuneration Pohcy and will therefore be subject to a 2 year holding
penod in addiion to the current 3 year performance penod resulting ina iotal

5 year peried from the date of grant

Malus and clawback provisions will apply to these awards allowing the Commuittee
to reduce subsisting awards or request the refund of already pand of vested awards

N certain Crcurnstances (8 g matenial misstalement or gross rmsconduett The

Role - . ___ Officer _ of capital Markets
2018 TP awarc ooobsalary'  300% of annual salaty 275% of salary
wsubject th

Sterhing equwvalent at
£ 1442750 1at prevaling
FX rate at time of arant

performatice:
Amaunt €1 500390

U salargreter beatmmal dlaig e it flec tAmg D aprl s

[ R T T TR R A A A N B R R O TR TN & B (N R O O TR T TR 0

Peop gl it

Nan-Executive Dwrectors fees for 2018

fees were 1ast reviewed and revised with effect from 1 lanuary 2016 Toreflect
the Increased scope tme comimitment and complexity of the roles, the fees for
the Semor Independent Tnrector and Non-Executive Director roles have been
increased with effect from 1 January 2018 The fee schedule for 20181
therefore as follows

With effect from with effect from

Fees B _ 1Jan 2017 1Jan 2018
GmuFWChdlrman N 240000 £4ig 00C
Semmzja‘ependem Oure: tor o £1a0000 145300
Non—ExeClmve Director base fee ~ fvooun £75 030
Audit Commuttee Chairmar e _£0000 £30000
Remuneration Cemanttee Chairmdn i _E30oou B £30000
Risk Committee Chairman £30000  £30003
Audw’lrtornrrfm?t% sk -Cum?ﬁne@ o i

or Remuneraticn Cumrmttee membersg . . ml o
Normmatien Cemmittee e n
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Non-Executive Directors’ Remuneration

Mon-E xecutive Directars remuneration 1 determmined by the Board and 1s neither performance-related nor pensionable The Chanman s fee1s determined by the
Remuneration Committee The fees for Non-Executive Duectors are set at a level whichis mtended to recogmse the sigrificant responsibilites of Directors and to
atliacl midaiduals with the necessary expenence and abihty to make an 1mpor tant contaibution to the Company s affars Comnpansons are made with fees paid at

FTSE 100 comparmes

Travel and other appropriate expenses with associated taxes (including fees tncurred in obtawing professional advice) incurred in the course of performung thew duties

are reimbursed to the Chawman and to the Non-Executive Direct

ors

The Chairman and the Non Exceutive Duectors do not participate 1n any of the Company 5 annual bonus or LTIP plans and are niot entitled to any payments on termination

Certain Non-Fxecutive Drectars are entitled to1eceve fees from subsidiary companes: detatis of which are set out below

The original date of appomntment as Directors of the Company is as follows

Date of letter of
Name Date Appomnted __appowtnent
ol be Jon GAMIGIANT Naftfé 206

jacgaes swcran

[ NI RN

Stephen troernor

IR O

as Direlmy

Uona o Rruden

Tume to expury

RO Dl

3064 7013

T1756

et

Notice Date of LSEG Committee
_perod Tesignation _ membersiip/chairmanship
Nome ST Aldrr Tmar
bormnatt s o semunerdt

Ri-h

[N Aaar Renr anerztion Cha -
N e Aacit Nominate 1 Rk

=nd 2F AGM 2018 £ manthe

20T

None

Char

Croup CRarman
N_ommanat on Chair
RPmUNeTaiizn

Normnan s Remungerat or
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Non-Executive Directors Remuneration Table (Audited)
FYzo7 FY2016 FY2016
FY2017 FY2017 Fy2017 Taxable Fy2017 FY2016  Subsidiary FY2016 Taxable FY2016
LSEG Fees  OtherFees’ Total Fees benefs’ Total LSEG Fees Fees TJotal Fees benefits Total
S £000 €000 £000 £000  _ £000 £000 £000 £000 £000 £000
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Alignment between pay and performance

Total Shareholder Return (TSR) performance

The following graph shows for the financial perod ended 31 Decernber 201/
and for each of the previous 8 inancial penods the TSR ona holding of the
Cormpany s ordinary shares of the same kind and number as those by reference
to which the FTSE 10015 calculated The TSR graph represents Lhe value at

31 Decermnber 2017 of £100 wwested 1 London Stack Exchange Group ple on

31 March 2009 compared with the value of £100 invested in the FTSE 100 Index

over the same pencd As amember of the FTSE 100 we have chosen the FTSE 100
Index as s currently the most relevant index for benchrmarking our petformance

over the 3 financial perwods

TSR chart v FTSE 100 over 9 financial periods

Percentage change in remuneration of CEO

The table below shows the percentage year-on-year change in salary benehts and
annual bonus for the CEQ cornpared to the average of the tepresentative sample
of UK employees @l LSEG UK employees) Where appropriate, amounts have been
annualised to provide a like-for-like commpanison

,, _ ,, o . R _salary _ Benefits  Annual Bonus
LT + 04 Bt -1a%,
Average pay of Group UK emmpioyees +2 5% S inny

I The datar foode e parhing B0 eoaa b sl for b map it Etbe e A 1,

ba = bocsiwenoall et Pt abke o Bl o

Thi gpasg Y been it s floct the qunsw b S bitte gnny ba e !

T dat - fens the depen e 080 oo bene bt dn Hasablbe g on o Tede 1t hde 14l
L P« N LT T e T T PR L e S T LR R VT TR | A P R RN L ]
Joarr b B atel e e ety the Jepatbie st tiesp thotwey e ehimn o 0o

Relative importance of spend on pay
The table below shows the relative FY2017 versus Fy2016 expenditure of the Group

N N Ar Ric I Kt " e - Dec
[ 11 : ' ' ' 2017
—nlL =
Historc levels of CEC pay
Long-term
mcentive
Annual bonus vesting Tates
CEQ Single total payout agamst agawmnst
Penod ended figure of Maxmum maximum
(12 months uniess TeMuneraton opportunity opportumty
otherwise stated) CEO £000 % %
29 Novermbe*
2017 Xavier Rolet 5504 79 100
31 December
<016 Xavier Relet 6 880- G1% ERN
11 December
2015 B Xavier Rolel RS ) 95%. 4
9 mnnths ended
31 December
20146 Xawvier Rolet 4587 9% 50%
21 March 2014 Xavier Rolet €363 RS 100%.
31 March 2013 Xavier Rolet 6 Cl1ns 29% 100
31 March 2Bl Xavier Rolet 54k 102%, 65%
31 March 2011 Xawvier Roiet 134 B9, _
31 March 2010 Xavier Rolet 1% _
Crara Furse 49, 0%

Tomawter ol U s the rale ct CEOm 2 R e ap poaited e Boand Do R B2 ognid

Be <teppetamn e g Necermber 01 Tidba ar e the Saie totad beore yable an fthe dore
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on Dadends versus Total Employee Costs These Agures are underpinned by
amounts from the Notes to the Financial Staternents at the back of ths report

Annual
Year-on-year mcreases (%) FY2017 FY2016 Increase
Dindands Pows .0 Financiai Petiod L155m £120m *22%
Total Dmplogee Costs £497m L4297 <16
Relative importance of spend on pay
£m
: +16%
497
) @9
.
' +22%
0
- 2017 T 2017
Plaen i Do Fimore g vty e .
T The wi e balal e eatbages comt 0 ponoipall P enlt e s e st ughe s enaten

I repenit i ateed Trie viedd Bock Larinie s ne
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Statement of Directors’ shareholdings and share interests as at 31 December 2017 (Audited)

All Executve Directors own shares outnight David warren and Raffaele Jerusalmi currently own shares at a level exceeding then revised rmnimum requred shareholding
of 3xbase salary based on a shate price of £17 48 1being the clasing shate price on 29 December 20173 Current shareholdings are summartsed in the following table

_shares held. _

Owned

Qutright
Executive Directors_
Lawid Warer 59375
Raffaele Jerusalmt 52130
Non-Executive Directors
Fad Hanlen sdln
Jzcgue gra n
Stephen O Corraot
C.omald Bryacon ~3a0
Mty S magrs o -
Fer Anagdu -
Lav g Nish 1205
Andred Sron
val Rahman -
Directors who stood down from the Board during the year:
Advier Role” B i 3bE
[ I I S R | prote unde S5 fthe coptese e 00

[ T B DO B P PN PR L T YA
okl Tagt Lbans o he alal o e Ly e A
P T T B AV T AT B Y I N T I AV O AU L SO B R N W R S P Rora: TR B SRS CR 11}
[ ] LT I

vooshn b lnmaa al N b e

Unvested and
subject to
performance
_conditions.
1_42§21

118 807

2

2E7

eobithe b= b Tt e

ih

Options held®

Unvested and

subject

to continued
employment’
273708

fagy D30
At Tl ety

Vasted
but not Requirement
exercised {% salary)
_ e
— ‘J’n;uj

Directors’ Interests in Ordinary Shares — Beneficial, Family and any Connected Persons Interests (Audited)

Shareholding
as at
31 Decembey
2017 Regurement
(% salary) met
45 Yes
425 ves
- Nin
N
o A
- N
o A
- WA
N'A
NA
- N/A
1hay Ye

Ovdimary
Shares Held

31 Decemnber 31 December

o 2017
Executive Directors
David Wa=er

Raftaele Jerusa mi

Non-Executwe Directors
Paui He1aen

13caues Agrdun ’ T

E-_IQ':_‘hGE- C CornnT - T
Dun-ald-Bnino-n : o 7
Mary ~rhap oL -
Lex Hongdan ) _ -
L)_;‘.\ amicn
Al Tres Sirem ) - -
Vel Ral mar i - _
Directors who stood down from
the Board during the year.
Xaviet B olat

(RN

n LI B |
st B Bhe boe
[T T T T IR
[1 R TI  CO T | IN T A U BT P §
B bt o0 e e
e Lot bo

flTEE
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31 December

T

Options with
perfermance conditions'
31 December

,,Z‘E?,, 2016
142827 13s6is
116,807 E]
231257 e

RN LT TR TR R

I

[EEI I+

Options without
performance conditions??

31 December 31 December

Caom - ams
a3 5T
54,220 T1To

Total Intevests

31 December 31 December

2017 2016

_ 229528 1240
168,937 S0l
3,818 Vi
5,000 n ot
© 1,065 e
635,833 et a7
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Long Term Incentive Plan table
The 2014 Long Tetm Incentive Plan has one element apphcable to Executive Drectors: a conditional award of Performance shares

The awards are dependent on Absolute TSR performance for 50%. of the award with the other 50% dependent on an Adjusted EPS growth target Details of performance
canditianes are set out 6n page 88

The tabte below sets out the Exacutive Directars Long Term Incentive Plan awards (including thie exercise of vested shares in FY2017) as at 31 December 2017

Number of shares

Price at Price at value at Price at Value at
award award Vested Llapsed vosting vesting exercise BxercIse
date Atstart dunng  dunmg during  Atend date date Exercise date® date
Date of award (E) of year the year year year of yeav Vesting date (£) 1£) date (£) {E} Comment
David Warren _ 27/08/2014 2036 39585 - 36189 3800 - 2Wow201F RBLD L 420466 30/082NTT 3950 1429508 FYZ3L7 Actaal
_ Def04/201S 2447 52104 - - —_ 52104 030472018 3807 1983599 - - - FY2018 Estimate’
B 17003/2016 2870 44555 - - - 4e £55 e3zals o - B - - - - _
03/Ga/2017 3171 - 4L 16¢ - - 4608 03/04/2020 - - — - =
_ ~ 13664y 46368 36183 3udl las8lv - - 1428466 - - 1479358 FY2017 Actual
1,983,599 FY2018 Estimate’
Raffaele
Jirusalmi . 37/0&'2014 ?[1_36 58 E%E _‘33 L7 - 29/0&‘2:}7 i "*L_ o080 ”:i EOJ‘OE/JLI'_I? 33 ‘-)_O <166 341 F\‘:‘Cl— ACIUﬁJ
» O2004120Y5 24 4f_ 4DE58 0 - L - 43654 O40ef2Nls 3807 1,547,888 - - - FY2018 Eshmate’
- CIT0320uG 2870 37860 - - - 37860 030y - - - - - -
023/04/2017 3171 - 3p 28k - — 32 2u8 030472020 — — — — -
_ ,, o 137157 3828k 52067 S571 116407 - - 208 147 - _— 2086 341 FYan17 Actaal
1,547,888 FY2018 Estimate’
Xavier Rolet  27/08/2014 2036 117250 - 106111 1113% = - _27/08/2017° 3950 4191385 30/08/2017__ 3950 4191772 FY2017 Actual
L D2OLpOIS 2447 91963 - - - 91849 03042018 3807 3500498 - - - Fy2018Estimate
L 17032016 2870 83623 -~ - - 83b23 WOW0N - - - - -
02042017 3171 — 75685 — — 75685 03/04/2020 - = - = -
L. _espuez ySeESI0EIN 11139251257 - - 4191385 - - 4191772 FY2017 Achal
3,500,498 Fy2018 Estimate’

T R R el Aeerarp choae proce vt poned fean T Qe b i e D e PTT poee bl sl Borerant at o
Vst al Dare granted s nA Augu 1 Al gt e foalse ung oy e
Bieoache el oy el At G

Loalle tmatet dis Nean o et g bl o gl b g dea e s it gear Anuaal Faopeoh i nuneyab s
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Remuneration Committee — Govemance

The Retnuneration Committee 15 appointed by the Board and compnses the Charr and 3 Independent Mon-F xecutive Directars The Comrmmittee stermit includes the
temuneration (ncluding the awards made under the performance-related incentive schemes where applicabler of the Chawman of the Group Fxecuttue Drectors the
Executive Cormnnttee as well as other requlated staff Please see page 18 for details of the Group s Executive Comrmittes

At least 3 members of the Committee are considered 1o be ndependent Details of the Commuittee s termit and actnaties are set ouf in this Dreclors Remuneration
Report The Commttee has whtten terms of reference which are available from the Group Company Secretary or at the cot patate governance sechion of the Companys

website at www Iseg.com/about-london-stock-exchange-group/corporate-responsibility/ethics-and-governance

During the financial peniod ending 3t Becernber 2017 the Commuttee held 3 scheduled meetings and 3 adeditional meetings called on at short notice velating Lo CFO
surcession planmng

Here 15 a summarty of theitems they discussed

Routine Non-Routine
Febraaru 717 — EY221¢ Performanee and Bonus approval Merger-redtes e
= EY20,7 LTIP grants dnd artinipared vestimeg of - Sharehelder ren-aitat onoplanmng
prev ous JTIF and TBF st hemes = GLNIRT Pa Iefarrmyg
- Shatevave vesting and FY2017 grant-

Ferronr g dezerrminanion of TEO ang
ExaC At e Comnnttee membets remrunerdtin
— ENZ0TC Dt trms Remanetanion Peport
— CH Remaneration i tee ot Lposde:
- Rzaulasr 'y uplates

2018 Remaneratior Palboy

Juy 2017 — Lelaitte Markhet Overvize -
— Fy22_2 Directors Reniheramion Reportard —MEL FCTA LY
Falizy Sharshnlder feedback - Sencer pay eptrti g

- F¥20.7 Performance and Bor us update

- F¥29.5 LTIP grants and antisipates vesting of
previnLs O UF aad DEF scheme:

- Regula® 1y upaale

- LCH Pemuneranian Zommittes updates

— F¥Z0:17 Remunerate 1 Committoe calendar

Coteber 2007 - haditinnal 'reetings helz relating 1o CED

- Deloitte Market Dvervizw - 0C01s Remunerat i Policy
- LGrvernance updates — ME&A gzt
Fyz. .7 Direc o7 Remungralin Rel 1t k- themes Curellzhal upcate
- Fy23.7 Perfurmanie and Banus Lpdate
- F¥2l.e Band: cznanderations
— k¥22, e LTLF grants ard antinmated vesting of
previons JTIFand DBF cthemies
TOTd cgidrng review
— LOH Remungratinn Jommmittee apdates

Lecemoer 217

February 2018 - Fy2017 Performance and Bonus appraval Sharehotder consuttation relating ta

— Y2018 LTIFP grants and anticipated vesting of Rernuneration Policy enhancements
This meeting took place during previous LTIP and DBP schemes — Gender pay reporting and disclasure
Fy¥2018 and will be repeated in - Performance and determination of former CED - Treatment cf acguisitions and disposals
next yea~'s report and Executive Commttee members remuneration

— Fy2017 Directors Remuneration Report
- L{H Remuneration Commttee proposals
- Regulatory & governance updates

To assist the Commuttee the results of market sutvels are made avadable Where appropriate the Commities invites the views of the Chief Executve Gfficer Chiet

Financidl Officer Group Head of Human Resources and the Chief Risk Officer via the Risk Commttec None of these mdwiduals non the ¢ harrrman participated in any
discussian 1elating ta ther own rermuneration
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Stat t of sk hold

voting

The table below sets out the results of the vate on the Duectors Remuneration Report at the 2017 AGM

Vqtjsfqr . o 7\'0&25 aiainsl o VO!EC&?! VEteS"Witﬂmldr
I o _ o _ . _ . = Number _ % __MNurnber _ . % o
_R_emungrjtmn P_oi(g Repaort - ~ _ 252 081 916 58 45 E_ijk%ﬁ Tk 1 52 - 255 %gﬁ 66}] _ 6 290 5_779
Aﬁnuaﬂ_eporrt on kemuneration B 7‘ B B 258 328 323 98 5 3772182 144 2BZ 100485 68763
Advisors
The Rermuneration Lomrmttee continues 1o be mindful of recommendations irom Outside appointments

key stakeholders including institutional investor bodes The Commnittee consults
with major shareholders on any key decisions taken

Deloite LLP 15 the prinaipal advisor appointed by the Cormmnittee 1o provide
ndepenrlent advice on executive remuneration policy and practice and reviews
the 1mplementation of our approved policy against curent and emerging
corporate governance best practice During 2015 the Cormmitise undertook

& competthive tender process for the role of Rermumeration {omimittee advisot
and re-apponted Delotte as its principal adwvisor with effect from 1 Aprnl 7016

Duning the year Delmtte LLP recewad £150 000 (excluding VaT) based on actual
time spent for these services In addition Delaitte receved £16 000 {excluding
VAT) at the beqinning of the year for advice related to the potental mevger with
Deutsche Borse Separately other parts of Deloitte LLP also adwised the Company
duning 2017 imrelation to tax, mternal audit consulting and transaction support
services Delottte 1s o founder memiber of the Remuneraton Consultarits Graup
and, as such voluntarily operates under the ¢ode of conduct inrelation to
executive Temuneration consulting in the UK The Comimittee 1s satished that

the advice provided by Deloitte LLP 15 ndependent and objective

9L

Executive Directors ave allowed 1o accept appaintrents as Non-Executive
Duectots of other companies with the prior approval of the Chawrman Approval
will only be gwven where the appointrent does not tepresent a conflict of interest
with the (ompany's activities and where the wider exposure gained will be
beneficial to the development of the indmadual Executive Directors may retain
fees to encourage them to seek out the development opportunities and valuable
experience aftorded by these appointments and in 1ecognition of the personal
1esponsiibty Executives assume in such toles and we would disclose these fees

At present none of the Executive Directors arewn receipt of addional fees

No payments were made far 1oss of afice during the year and no payrnents wete
made to past duectors

siyned on behalf of Lhe Board of Directors

Jacques Aigrain

Charman of the Remuneration Commiitee
Z Maich 2018
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Directors’ Report

The Directors of the Company are pleased to present their Annual
Report to shareholders, together with the financal statements for the
year ended 31 December 2017 with comparatives for the year ended
31 December 2016

The followng sections of the Annual Report are incorporated into this Directors
Report by reference

— Theinformation that fulfils the 1equirements of the Stratege Report including
the Financial Review) can be found on pages 2-53

— Board of Directors on pages 54-55

Results

The Group made a proht before taxation from continuing operations befae
amortisathion of purchased intangibte assets and non-underlying items for the
year, of €750 rmullion 12016 €623 mulhon] After taking 1nto account amortisation
of purchased mtangible assets and non-underlying items the profit of the Group
before taxation for the year from continuing pperations was £564 million 2016
£364 rmilhony Profit after taxation from continung operations for the year was
£586 milon 12016 £263 rmillion

Durning the yedr the Group classied certain of its husinesses as discontinued
operations The discontinued profit before taxation before amortisation of
purchased intangible assets and non-underlying wermns for the year was Cnil

12016 €25 milhoni After taking into account amortisation of purchased mtangible
assets and non-underlying items the profit of the discontinued operations for the
year was £23 million (2018 £104 midhony Loss atter taxation fram discontinued
operations for the year was £25 milhon (2016 £70 rrullion Toss

Dividends

The Diectors are recommending a iinal dividend for the yeat of 37 2 pence
(2016 31 2 pencel per share which 1s expected 1o be pad on 30 May 2013 to
shareholders on the teqister on 4 May 2018 Together with the imterm dradend
of 14 £ pence (2016 12 ¢ pencel pet share paid in Septernber 2317 this produces
atotal dwidend for the peniod of 51 6 pence (2016 43 2 pencet per share
estimated to amount to £179 mudlon 12016 £151 mulhory

Share capital

As at 31 Decemnber 2017 the Company had 350 531 239 ordinary shares i 1ssue
with d normmal vaive of & - pence each reprasenting 100 of the Wotabissued
share capital

The Lompany holds 3 794 585 of it orduiary shares in heasury Therefore

tha total number of voting nghts mithe company 15 346 736 754 The figuie

3407 50 v24 may be used by shareholders as the denormnaton for the calculations
by which they will determune f they are 1equired to nonify thor ntetest in wi a
hange to ther nterestin the company under the FLA S Disclosure Guidance

and Transparenc i Rules

Duning the year the Company tssued 244 965 new ardinary shares dand transferred
17577 75 orchinany shares out of reasury o settle emyployee shiate scheme awards

Annual Report December 2017
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Share rights

The nights and obligations attached to the Company s ordindry shiales are set out
I the Company s Articles of Association copes of which can be obtained from
Companies House 1n the Uk o by winting to the Group Cornpany Secrelary

Mo sharehclder shall be entitled to vote at a general meeting either in person o
by proxy nrespect of any share held by hun or her unless alkimornies prasently
pavable by hwm or her in1espect of that share have been paid [naddition 1o
shareholder shall be entitled to vote either in person o by proxy 1f he or she
has been setved with a notice under section 7973 of the Compames Act 2006
[concernimg interests 1n those shares) and has failed Lo supply the Company
with the requisite information

Othier than restrictions considered to be standard for a UK listed company there
are ng rmitatons on Lthe holding or transfer of ordinary shares in the Company
bath of which are governed and requlated by the Company s Atticles of
Association and apphcable legislahion and regulation The Company 1s not aware
of any agreements between holders of shares that may result intestrictions on
the transfer of shares or on vaning nghts

Corporate Governance Statement

The Company s Corporate Governance Repott and the reports of the Audit
Normimation and Risk Comrmittees are set out on payes 56,1 and are togethet
with the informaton on share nghts set out above Incorporated into ths
Corporate Governance Staternent by reference

Articles of Association

The Company < Artictes of Association may only be amended by special resolution
at a general meeling of the shareholders The Company s Articles of Association
contain provisions relating Lo the appaintment and removal of Directors

Substantial Shareholders

As at 2 March 2014 the Compary had been notified of the following interests
amounting to more than 3' in the 1ssued share capital of the Compang in
accordance with DTR 5 of the FCAs Disclosure Guidance and Transparency Rules

e lnvestmem_l\qzr-mr fle o o 10 -51'_‘/‘
BlackRock I ) o g9
TCl F:r :qunage[-em Lmted S o o 5057
_ndzel Trair Lim ter( o i 5001
l_me_st:ur-ww: o o ) 4970
Vv;:'utdi Ansel Managemznt . LF Iogh

Authaority to Purchase Shares

The authonty for the Cormpany to purchiase in the market up to 3504053 of its
crdinary shares (representing 197 of thessued share capitat of the Comparny as
at the latest practicabie date before publication of the Notice of the Company s
last AGM) grantod at the Cornpany s 1ast AGR cxpires on the date of the
fortheormng AGM This authority was used by the Company during the year fur i
buyback programime and the $ ompany repurchased 5552 358 of it own shares
dunng the year Shareholders will be asked to gree a sumilar authonty to puic hase
shares at the farthoorming AGM

a5
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Purchase of Company's shares during the year

The Company has a capital management framework (previously dsciosed; that
takes account af balance position, nwestment for growth and distributions to
shareholders through ordinary dvidends and other possible returns of capital
Shate buybacks are a means of returning capital when the Board expects to hold
surplus cash for a prolonged perod Accordingly, the Company undertook its
buyback programme to return surplus cash to shareholders in a manner that
increased total earmngs per share and net asset value per share

The Company purchased 5 552 356 of its ordinary shares for an aggregate
consideration of £199 rmillion (excluding costs) at an average price per share of
£35 84 (excluding costs) These shares wete ordinary shares with a norminal value
of 6 79/86 pence each andrepresented 1 6%, of the Company's ardinary shdres n
1ssue at the start of the year Of these shates the Company transferred 1757 774
shares {representing 0 5% of the Company < ordinary shares inissue at the start
of the year out of Teasury to settle employee share scherme awards

Authority to [ssue Shares

Subject to the provisions of the Comparues Act 2006 and without prejudice to any
Tights attached to any existing shares or class of shares any share may be 1ssued
with such nghts or restnetions as the Cornpany may by ordinary resolution
deterrmine o1 subject to and in default of such determination as the Board

shall determine

Authority to Allot Shares

The authority conferred on the Drectors at last year s AGM to allot shares in the
Company up to @ maximum norminal amoeunt of £5 081 035 irepesenting 33 3
of the1ssued share capual of the Company as at the latest practicable date before
publication of the Notice of the Comparny s last AGM) of 111 connection with a
pre-emptive offer to existing shareholders by way of anghtsissue, up to a
maximum naminal amount of £16,162 069 representing 66 6 % of the1ssued
share captal of the Companyy as at the latest pracbcable date before pubhcation
of the Notice of the Company s last AGM) expires on the date of the forthcoming
AGM Shareholdets will be asked to give a similar authortty to afiot shares at the
forthcormng AGM

Directors’ interests

Dwectors interests in the shares of the Company as at 31 December 2017
according to the register mamntamed under the Companies Act 2006 ale set
out 0 the Dwrectors Rermuneration Report ontpage 91 No company in

the Group was during of at the end of the year party to any contract of
signtficance n which any Director was matenally nterested

Divectors’ inderanity

Detatls of gualifying third party ndemmiy provisiens jas defined by section 234
of the Cornpanies Act 2006) 1 force dunng the course of the year ended 31
December 2017 can be found on page 60 Such qualfuying thud party indeminity
RrOVISIONS remannt in force as at the date of approving this Directors Repait

96

Employees

Intormaton o the Compant s wider responsibttities in relation ta employees
wicluding the Campany's approach to human nghis and diversity 15 given on page
35 and informanion on the Group s share schemes 1s provided in the Duectors
Rermuneration Report onpages 78 85-86 and 88 The Company provides an
induction programmee for new employees, ncluding training employees on healtn
and safety and arange of development programmes for all employees to develop
therr skills and knowledge The Graup gves full conmderation to applications

for emplogrnent frum persans with a disabthity where the candidate s parhicular
aptitudes and abilines are consistent with and adequately meet the requirernents
of therole The Group encourages and assists emplogees with a disabiiity with
traiming career developrment and promotion opportunities and where existing
employees berome disabled, our policy s 1o provide continuing employment and
traning whetever possible Where changes to working practices or structute affect
staff staff are consulted and givern the appropnate support All employees are
provided wath infermation on matters of concern to thermn ther work through
regutar brefing meetings and internal publications Toinform emplogees of the
econumic and financial factors affecting our business regular updates are posted
onour intranet and engagement events are hosted such as Townhall style
meetings wath membets of Lui Executive Cormimittes providing a briefing of
specific areas of the businesy

Environment

As a group weTecogmse that we must use 1esources 10 ways that deliver the

long term sustanability and proktability of the business and have a positive
ympact on the envioniment we are taking such factors into account in developing
products and services that support these aims through compantes hsted on our
markets The Group s primiary greenhouse gas IGHG) ermssions anse from energy
waste and water in our offices and data centres arcund the world frorm statl travel
and indwertly from our supply chan

During therepcrting pernod we achieved a 314 reduction in owr absolute carbon
ermissions and a 42% reduction in Cartbon Ermissions, per Full Tume Emiployee
(FTE} accelerating aur progress from previous years This significant reduction 1s
primarily attributed to out move to over 64 of the Group's electncity now being
provided by 100G natural renewable energy

we are takang an active approach Lo emissions managerment with our global
Environmental Management Group measunng GHG 'mpacts across our property
portfolio including managed offices where possible We report beyond the
mandatory reporting quidelines to include Scope 1 emissions Perfaimance ts
reported quarterly via our intranet and we annually disclose to the Carbon
Disclosure Projert DISI FTSE4Good and on our website www.iseg com.

111 June 2017, the [ inancial Stabihty Board < Task Force on Chimate-related
Financial sclosures {TCFDy released tis teporting recormnmendations The Group
sigined the TOFD staternent of support affirming 1ts commiiment to support the
recommendations, and seps them as animpartant step in driving improved global
consistency involuntary global reporting standards As the Group and FTSE
Russeil in particutar intends to play a critical role in enabling the flow of
nformanien envisioned by the TCFD the recormimendations were incot porated
into | TSE Russell s chmateTelated indicators and in the Group ESG Reporting
Guidance Going forward the Group will continug o review the recommendations
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In addition to momterng our ensronmentat mpdct we have set emaronmental
targets for the next financial year and long-term science based taigets that
nclude enerquy water waste and travel More information on these as well as full
details of ermssions and 1eporting methodologyy can be found inaw Csreport

Political Donations and Expenditure
During the year the Group did not make any polincal donations te ELN ot noen EU
orgamsations of incur amy political expendifure

It rernains the Companiy s pohcy not to make politcal donations or toncur
poltical expenditure however the application of the 1elevant provisions of the
Companes Act 2006 15 potentiaily very troad in nature and as last year the Board
15 seeking shareholder authorty to ensure that the Group does nol inadvertently
breach these provisians 45 a result of the breadth of its husiness achivivies
although the Board has noantentton of using Lthis authonty Aswith previous years
Lhe Board 1s proposing that shareholders pass a resotution at the forthcoming

AGM 10 authonse the Group to

- rriake politic af donations to pohtical parties and independent election
candidates not exceeding £100 0000 total

— make poltical donahons to pelitical orgamsations cther than pohitical partes nat
exceeding 100 00 total and

- ncun political expenditure not exceeding £104 001010 total

provaded that i any event the aggregate armount of any such donations anid
expenditure mede on mcatred by the Group shall not excesd £100 0700

Notwithistanding the Company s polic g not to make pohtic al donahions we
recognise the nghts of our emplayees to particpate 0 the pulilical process Thew
nghts to de s are governed by the apphcable laws in the countries inwhich we
uperate For example n the Us under the Federal Flection Campaign Acl LS
employees can estabhish non-partisan polite al action committees known as

PACs that encotrage voluntary ernplogee paricipation n the pohn: al prowessy
FAC S 10 a ¢ ommon feature of the US pohncal system and operate ndependentty
of any political party or candidate

Fellenamig the civestrment of the Pussell Investment kManagement Busmess o
e 2010 a new PAL was established duning the gear by one of the Groug e
other Lsennites | SEG US Holdoa Ine Consetent wath s law 1SFG LS Holdeo
e paid for the PAC s ectablishiment and adrmmsniative expense s preoviding such
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support 1% not considered to be a poltical donaton or expenditre under US law
As the PAC was 4 new programme no pohitical contnbutions were made during
the reporting penod In accordance with the applic able law the PAC will be funded
entirely by veluntary contnibutions from eligpble employees All decisions on the
amounts and recipients of contributions are drected by a steening commiltee
comprising employees eligible to contnbute Lo the PAC

Al LSEG Us Holdeo Ine contributians will be reviewed far legal comphance and will
be publicly reported n accordance with US election laws

Significant agreements

The following are sigrificant agreements to which the Company 1s a party that
take effect alter or terminate upon a change of cantiol of the Company following
a takeover bid

- SwapClear
| CH alongwith a number of investment banks 14 party to an agieernent for the
cleaning of OTC interest rate swaps inrelation 1o the SwapClear business Such
arrangements cortain cettam provisians that entitle the banks 1o terminate the
agreement on a Change of rontrol of the Company

- Facility Agreement
The Company has entered into ? syndicated comimutied revolving facility
agreerments dated 9 Novemnber 2015 and 11 December 2017 which provide an
aggregate £1 2 billion of flexible finanuing capacity The facihties are partally
drawn and sized to provide comfortable headroom to the Gloup The terms of
the dbove agreements are consistent and appropriate for an investment grade
borrower including change of control provistons which if tniggered allow the
Facilty Agent upon mstructions from the majonty lenders to cancel the facility
and derlare all outstanding loans urder the agreement logether with accrued
interest and all ather amounts daccrued due and payable

Notes

The Company has1ssued to the wholesale fixed income market £250 rillion of
Sterling notes due n 2019 and under s Euro Medium Term Note Programime
{the value of whic 1 the Company ricreased from £1 tilon to £2 bilion dunng
the course of 2017) two €500 rmillion tranches of eure notes due in 2024 and
2020 The notes contam a tedemption upon change of control provision which
it tnggeted by the combination of a change of control and within 120 days
thereafter a crecht rating downgrade to non investment grade allows note
holders to exercise theu option to regune the Company 1o redeern the notes
and pay any accrued and unpaid interest due

— Retail Bond Issue
The Company hasissued €300 millon n Sterhing denormnated retail bonds
under the Furo Mediurm Term Note Prograrmime 1eferied to above which are due
1 2021 The retaill bonds contan change of controt provisions winch 1f thggered
by the cornbinnation of a change of control and watbnn 120 dags thereafter a
cradit tating downgrade to non-investment grade allew the holder of these
Bonds to have the nption to require the Company to repay early o to purchase
the bonds of that holder at therr face value together with the acctued inte rest

Employee Share Plans

The rules of the t ompanty s emplogee share plans set aut the tonseauences

of a change of control of the Compary on employees nghts under the plans
Lenerally suchnights will vest on a change of conttol and participants wall
hecome entitled to acguire share s in the Company ialthaughan certain
srcurmstances the Remuneration Committee has the disoretion to defer vesting
and 1o requme nighits to be exchanged Tor egunalent nghts over the arquining
LOTNRANLY & shares
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Events since the balance sheet date

Acquisition

0On 23 February 2018 the Group becarne cormmmtted to acquning an addmhonal

2 04 ke interest n LCH Group Holdings Lirmited from certan minonity shareholdet
This acquisinion wil iIncrease the Group's total stake in 1 CH Group Holdings Limited
to 67974 The transaction s expected to complete w early March 2018 Further
details are provided in Note 34 to the Finantial Staterments on page 157

Dsposal of business

0N 17 Januaty 2018, the Group completed the sale of Exactpro systems Lumuted
and its subsidianies (Exactprol The Exactpro business was part of the Technology
services segment and was contained within a stand alone cash generating unit
Further detaus are provided in Note 34 to the Financial Statements on page 157

Employee Benefit Trust

As at 31 Decerrber 2017 the trustee of the London Stock Exchange Employee
Benefit Trust whichis anindependent trustee held 944 435 shaies under the
terms of the trust for the beneht of emnployees and former employees of the
Company and its subsichanes The trust 1s a discretionarny trust and Lhe shates
are held to meet employees entlernents under the Company s shaie plans
Employees have no voling rights m relation to the unencumbered shares while
they are held mtrust The trustee has full discrebion (o exetCise the vating nghts
attaching to the unencumbeted shares o to abstan fromvoting Shares acquired
by emplayees through the Comparmy s employee share plans rank equally with
the ordinary shares in1ssue and have no special nights

Branches outside the UK
Certan of the Company s subsidianes have estabiished branches ina nurmiber of
different countries i which they operate

Financial Risk Management

The use of inanaal instiuments by the Group and the Group s inancial Risk
hManagament have been specibcally conskdered by the Directors and relevant
disclosures appear in Prncipal Risks and Uncertamties on pages 46-53 of this
Annual Report and in the Notes to the Finangial Statements, on pages 115-161
of thus Annual Report, and in each case are incorpolated by 1eference Into ts
Duectors Report

Directors’ statement as to disclosure of information to auditors

In accordance with Section 418(2) of the Companies Act 2006 the Drectors
canfirm 1n the case of each Director in office at the date the Directors Report
s approved as listed on pages 54-55 that

— 5o far as the Director 15 aware there 1s no relevant audit information of which
the Company s auditors are unaware

— hesshe has taken all the steps that he/shie cught to have taken as a Duecton
order to make mimself or herself aware of any relevant audit inforrmation and to
astablish that the Camipany s auditors are aware of thiat tnformation

Financial viability statement

In accardance with prowsion € 2 2 of the Coder the Drectors confirmm that they
have a reasonable expectation that the Group will continue to operate and meet
1ts iabihties, as they fall due, for the next 3 years A penod of 3 years has been
chosert for the purpose of this viabiity staterment, inline with the Group's busiress
plan The Directors assessment has been made with reference to the Group's
current position and prospects the Group's 3 year business plan the Groups

rish appetite and the expected impact of a selected graup of severe but plausible
downside scenaros

a8

The business plan makes certan assumptions abolit the performance of the core
reveriue streams and segments Using existing product ines as well as
assurmnphions on take up of new ploduct ines assurmptions en appropnate levels
of iInvestment to support expected performance known Norgame actvity the
abilty to refinance debt as required and expected returns to sharehalders

The plan 15 stress tested using a selected group of severe but plausible downside
scenaros as deter rmined relevant by the Group Risk Comimitiee over the full 3
year plan pernod Impacts on the performance of core revenue streams and
segrments are modelled through business iInputs with appropnate mitigating
factars also considered

The wmnpact anthe Group's cash-flows hawdity headroom and debt covenants
are detaled throughout the 3 year pertod i each scenaro No scenano over the
3 year penod leads to a breach in Group covenants or aninabilty to meet the
Gioup s obhgations through insufficient headioom Further ateverse stress test
has been compieted to evaluate the financial impacts requined to breach the
Group Risk Commttee < 1isk appetite

FURTHER INFORMATION
Stress testing capabilities are detailed in the Pisk
Management cversight section on page &4

Going concem

The Group s business actwities together with the factors hkely to affect its futue
development perfarmance and position and its oljectives and policies in
manaqing the inancilal 1isks to which it 1s exposed and its capitat are set out inthe
Strateque Report on pages 2 -53 The Duectors statement n relation to gong
congern 15 50t out 1N the Staterment of Direciors Responsibilities on page 99

Futuve developments

The Executive Management tearn monitors future development and market
trends affecting the Group and its subsidianes an an ongoing basts Detals of
these developments and trends and the potential implications for the Group can
be found in the ' Market trends and ow 1esponse  section of the Annual Report
{pages 12-15¢

Auditors

A tesolution to reappoint Ernst & young LLP as the Company’s auditors will be
proposed at the AGM

Strategic Report
The Strategi Reporl (pages 2=53% was approved by the Board on 1 March 20138
and signed an its behaif

By Order of the Board

I Gle

Lisa Condron
Group Company Secietary
2 March 2018
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Governance Statement of Directors’ responsibilities

Statement of Directors’ responsibilities

The Directors are responsible for preparing the Annual Report,
the Dwectors’ Remuneration Report and the financial statements
in accordance with applicable law and regulations

Company law requires the Drectors to prepare inancial statements for each
financial year The Duectors have prepared the Group and Lornpany financial
statermnents in accordance with International Financial Reporting Standards
[IFR%s1 as adopted by the European Unmicn and apphe able law

LInder company law the Directors must not approve the financal slatement s
urless they are satished that they give a true and fan view of the state of the
affawrs ot the Group and the Company and of the profit or loss for that year

In prepanng those financial statements the Directors are tegured to

- select sutable accounting policies in accordance with [AS 8 Accounting Policies
Changes in Accounting Estimates and Errars and then apply them congistently

- present information including accounting policies na marnner that provides
relevant rehable comparable and understandable information

make judgements and estimates that are reascnable

— provide additional dhsclosures when complhiance with the specfic Tequirerments
in [FRSs as adopted by the European Urnen 1z insufhicient to enable users to
understand theimpact of particular transactions other events and condifions
on the Group and the Cormpany s inanaal position and iinanoal performance

— state whether the Group and the Company inancial statements have been
prepared in accordance with IFRSs as adopted bu the Furopean Umon subject to
any 1material departures disclosed and explained in the financial statements and

nrepare the finanoial statements on the going concern basis unless
s nappropnate to presume that the Group and the Cormpany will continue
1N business

The Diectors confum that they have complied with the above tequiements
inprepanng the hinancial statermnerts

Ihe Directars are responsible for keeping adeguate accounting records that are
sufficient to show and explam the Group and the Cormpary s transactions and
disclose wathieasonable accuracy 4t any time the financal position of the
Compeany and the Group and to enable them to ensure that the financial
slaterments and the Directors Remunetation Report comply with the Cormpames
Act 2006 other applicable laws and 1equlations including the reguirements of the
Listing Rules and the sclosure Guidane e and Transparency Rules and as
regards the Group financial statements Article » of the |AS Regulation The
Directors are alsotesponsibie tor satequarding the assets of the Company and the
Group and for taking reasondbie steps fot the preventinn and detection of haud
and ather inegularities

The Drectons are responsible for the maimntenance and integnty of the corporate
and finangial information on the Company $ website

Legislation 1 the United Kingdom governing the preparation and dissemination of
financial statermnants may differ frem legislation in ather junsdi tons
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The Group s business activities, together with the factors Lkely to affect its future
development perforrmance and postion dre set out in the Overview and Strategic
Report sections of the Annual Report onpages 2-573 In parhicular the currerit
econoimic conditions continue 10 pose a number of nsks and uncertamnties for
the Group and these are set out in Principal Risks and Uncertanties on page 46

The Finanoial Risk Management objectives and pohcies of the Group and the
exposure of the Group to capital risk. credut nisk, market sk and hquidiy risk are
discussed nnpages 45-50 The Group continues ta tmeet Group and individual
entity capatal tequirernents and day to-day liquidity needs through the Group s
cashiesources and avallable credit fachtes Committed term funding at 31
Decemnber 2017 was ©2 633 mullion which s commatted unnl Octeber 2019 or
beyond {2016 £1 503 mulliony descnbed further in the Financial Review on
pages 3b—«l

The Duectors have reviewed the Group s forecasts and prajections takang nto
account reasonably possible changes in trading performance whch show that
the Group has sufficient financialiesources On the hasts of this review and after
miaking due enguines the Directors hawe a 1easonable expectation that the
Company and the Group have adeguateTesowmees to continue n operationat
existence for the foreseeable future Accardingly they continue to agopt the
qaing concern basts in prepanng the Ananaial statements

Each of the Drectors whose names and functions are set out On pages 54-5%
of this Annual Report conhrms that to the best of then knowiedge and behef

- the Group and the Company financial staternents which have been prepared
inaccordance with IFRSs as adopted by the EU give a true and fam view of the
assets habihities finanaial position and profit ar loss of the Company and the
Group taken as 4 whole

- the report of Lhe Directors contained inthe Annual Report includes a far review
of the development and performance of the business and the position of the
Company and the Group: taken as a whole, together with a descniption of the
princizal nsks and uncertainnies that they face and

- theyconsider that the Annual Report and Accounts 2017 Laken as awhole 15
tar balanced and understandable and provide the information necessary for
sharehalders to assess the Group and the Comparuy < perfotmance buwness
maodel and stiateqy

By Order of the Board

I Gt

Lisa Condron
Group: { ompdny Secrélaty
2 harch 2018
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of London Stock Exchange Group plc

Opinion

inour opinion

— London Stock Exchange Group plc s {the ' Company  the Group ') conschidated
financial staternents and parent company financial staternents the 'financial
statements”y give a true and farr view of the state of the Group s and of the
parent cormpany s atfawrs as at 31 Decernber 2017 and of the Group s profit
far the year then ended

— the Group financial statements have been properly prepared in accordance
with International Financal Reporting standards (IFRS) as adopted by the
European Unwon (EL)

- the parent company finanaal statements have been properly piepared in
accordance with IFRS as adopted by the EU as apphed in accordance with
the provisions of the Companies Act 2006 and

- the financial staterments have been prepared in accordance with the
requirements of the Companies Act 2006 and as regards the Graup
Anancial statements Article 4 of the EAS Regulation

We have audited the financal staternents of London Stock Exchange Group plo
which comprise

Group - -
Consolidated balance sheet as at
31 December 2017

Consohdated 1ncome statement for
the year therended
Consohdated statement of
camprehensive iIncome for the
year then ended

_ Parent company

Ralance shaet 3y at 31 December 017
Cash flow staterment foa the year

then ended

staternent of Change: meguity for
the year ther ended

Related Notes 1 to 35 1o the financial
staternents 0 luding 3 surmary of
signihcam accounting pelicies

Censolidated cash flow statement
for the uear ther ended

Consobdated statement of ~hanges
M equity for the year then ended
Related Notes 1 1o 35 to the inancial
staterments inciuding a summary of
sng_nlﬁ(am agoun_tmgio[n, 25

The financial reporting framewaork that has been apphed in ther preparation i1s

applicable law and IFRS a5 adopted by the £ and as regards the parent company

financial staternents as applied n accordance with the provisions of the
Compames Act 2006

Basis for opinion

We canducted our audht in accordance with International Standards on Auditing
{UK) (1SAs (UK) and apphicabie law Our responsibilities under those standards are
further describiad i the Auditor s Responsibilicies for the Audit of the Financial

Staternents section of our report below we are mdependent of the Group and parent
company in accordance with the etrical requirernents that are 1elevant to our audu

of Lthe finanmal staterments in the UK including the Financial Reporting Councits
{FRCY Frhical Standard as apphied to histed public interest entities and we have
Fulfilled our other ethical responsibiities tn accordance swith these requirernents

We believe that the audit endence we have obtained 15 sufficient and appropnate

1o provide a basis for our opinion

Use of our report
This report 1s made solely to the Company s members as a body inaccordance
with Chapter 3 of Part 16 of the Companies Act 2606 Out audit work has been

undertaken so that we right state to the Company’s members those matters we

100

are 1equired to state to themn an auditor s report and for nio other putpose To the
fullest extent perrmtted by law we do not accept or assume responsibiity to
anyone other than the Company and the Company s members as a bedy for owr
gudhit work for thisteport o far the opirmons we have formed

Conclusions relating to principal risks, going concemn and viability
statement

we have nothing to report in respect of the foliowing informanion in the Annual
Report nrelation to which the 1SAs (UK require us to repott to you whether we
have anything matenal to add or draw attenhon to

- the disclosures in the Annual Report set out on pages 46 to 53 that describe
the principal nsks and explain how they are being managed or raitigated

- the directors confirmation set out on pages 44 and 98 10 the Anmual Report
that they have carned out arobust assessment of the pnincipal nisks facing
the entity ncluding those that would threaten 1ts business model future
performrance sotvency or iquidity

— the dwectors statement set out on page 99 in the financial staterments about
whether they considered it appropriate to adopt the going concern bagis of
aecounting in preparing them and their identificatton of any marenal
uncertainties to the entity < atality to continue to do so over a penod of at
least 12 months from the date of approval of the financial statements

- whether the drectors statement in relation (o going concer i required wnder the
Listing Rules w1 accordance with bisting Rule 9 8 6R(311s matenally mconsistent
with our knowledge obtaned in the audit ot

— the duectors explanation set oul on page pages 44 and 98 in the Annual Report
as to how they have assessed the prospects of the entity over what penod they
have done so and why they consider that period to be approptiate and then
staternent as to whether they have a reasonable expectation that the entity will
be able 1o continue 10 operation and mieet 1ts habiltties as they fall due over the
penied of ther assessment including any related disclosures drawing atiention
10 any necessary qualfications or assumptions

Overview of our audit approach

Risk that goodwill and purchased imtanoible assets
gy bhempared
- Risk of fraud 1n recegrinion »f revenue i secondary tapiia
~avkets trading revenue share far cleaning arrangements
anc rformatiun serices revenue accruals
- Rish that the acquisition of bus.messes was accuunied
forincerrectly
Risk that the mplementation o the Cracle hnance
systetn ¢ oulid (ead to errors in data mtegriy
accounting or fmancial repetting

Key audit matters

Audit scope - We petfcrmed an audd of the complete financid!
rformanon of 7 cormponents and audit procedures

on speCific balance- for & further T4 compenents

ne components whiere we performed full and speoific
audit grocedures azcounted for aopronmatedy Jah of
+*he Groupsevenue pre tax profit adsteq pre-tax proft
measure used 1 calculate matenahty and total assets
Overall Group matenahity 1 £30 C milhion whick
represents 5% of adjusted pre-tax profut from
continuing aperaticns cdlcwsated by ineluding ihe
wripact of the amortisation of purchased miangihle
assets but excluding ¢ther non-underluing items
as disclosad m Note 7 of the financal staterents

Materiality
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Key audit matters

Key audil matters are those matters that n our professional judgerment were of most significance in our audit of the finanaial staterments of the current penod and
include the mast sigmfcant assessed nsks of matenal msstaternent twhether or not due to frauds that wedentiied These matters ncluded thuse which had the

Governance Independent Auditor’s Report

greatest effect on the overall audit strateqy the allocation of resources inthe audit and duecting the afforts of the engagemernt team 1 hese matters were addressed

1 the context of our audit of the Fnancial statements as a whole, and in our opinion thereon and we do not provide a separate opinion on these matters

Risk o .
Risk that goodwilt and purchased
intangible assets may be impaired

Balance o7 04 O bilen fnor year
comiparative £5 @ hillion

Trg arong lds agmificannimiangis’e
zsetl Aty balance sheet cludirg
GINCWI CUSToMet e atiorsmps
orands scfiware ncense- =nd
mneellactaal prope-tly

We have Jetormmes thisto be akey
audit miatter duete the quarturs

o themiara ble daset= as at 3.
Lecomber 2017 the sy dverment of
sign Acart judcernent by managemont
an theva uatinr ot th eintarg his
ascets and the nsk ~f msstate™ent
wther dae o fraad or errgr

21oar znn el basis manzgemen” 4t
reJuired b merform an mpzirmene
3osest~ent bar goeddwill and to
arsest forrdnat s of tnparment
rrespest o othar Atangible acsets
where (ndiatars of tmpatrment of
ather nangible assets aredér hed
aallumpa mert gzsessment 16
pertermed These assessments
ineolve s1g1Acant managemient
wudaemenir the apalic atier of
valaatior magels ard as:urphion:

At MiseyUerc e there 54 Jreat-1
ras ws-tatement ninese

bFa ancer either by tiaad o errar
inzluaing *hrough the poatant 4
ceernde ol conirals oy Management

Rofor tethe Beport of the Audit
Jonmimittee page bl Accounting
policies inage 170 and Neles 3
and 1+ of the Frnancal sfokenent
irages 12 ang 153400 1535

Tre vick h
Teuteges

CoeltheT I reanes ror
tho curent pedr

Key observations communicated

Our response to the risk o

to the Audit Committee
We . onfrmed sar undesstanding of the mpatrment 2aces-1m £nit
coaclading that a substantive audit aporaach should be adooted
&4 e mpa red
Fer somatenal cash geneating uris (CGL we exa ninied the cash flow
tare, 2sts which support maragem-nt « miparment £3:e5sMer™t anc
tested v omoiance v iF the requirements of [AS 3€ 'Imna tnent o LTCR
Beoets We asworsed tnereasonanlene.s of th we forecasts ard e frrar
CLGenTE supDorting the undenying assLmptiars g CMEanng e
Brand daoprrwed boadaets corsidenng priss pereds bUdQet acouray
crmpanre the eapadted growth rates o relevanit marke? expeciators
ard c:ns denng recent market develeomentsrduding cnangos n

25z usel

“arge a: at 3. December 2707

peET 10

LN s - T
baanie shest date byreferonze 1z * clas- AN Larchazes ntar aible
aseets Frarislesntaded castoTie el correet enat 21 Tocer her 00T
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Independent Auditor’s Report to the members
of London Stock Exchange Group plc

Key observations communicated
to the Audit Commmttee
N matena' 'ssues were dentihed fom the
executien of our audit procecures over theTisk
o fraud in recoamition of revernue n secondary
capital markets trading revenue share for
cleaning arrangements and mformation senaces
revende ascraals

Risk B

Risk of fraud in recognition

of revenue in secondary capital
markets trading, revenue share
for clearing arrangements,

and information services
revenue accruals

Our response to the risk__ _ —

we confirtned oar understancing of the secongary wamtal markets
trading revenue share cleating arrangements and infarmatian
seTv (e revenue accruals processes Onthe e «ndary camtal
markets trading pracess we pertormed testing of the operating
etfectiveness of key centrois in @ Full scepe czmpanent and
concuded that a substantive audit approack <hculd be adopled
mather components that are n scope We tested the operating
effectiveniess of keu controas i reveniue share clearng arnangerent
process We sdopied a substanive audis approack n relatian

te the 1nfurmation service- revenue arcrdals proress

Lalance of K0 5 bldlion prior year
comparative £0 5 bithon

We « onpuded *hat the revenue recogmeed related
to secondary Lapital ™arkets trading revenue
share for tlearing arrengement - ar nformatian
Sen i es tevenLe actruals tor the year ended

Campensation tied to the performance

of the entity May créate an mcantive
for management tc mampulate resulls

Wwe have deterrmned this to be a key
audit matter having dentfied 3
tevenue stiegm< with heghiened
risk of musstatement

- Secondary capital market« revenue
I{ZlT Certalr busimess nest voive:
muttiple pricing structures hased
o1 product types customer actv Iy
and volumes The cam plexity leads
tu a hewghtened risk that revenue
may not he tecogmsed appropriately
either as a "esult of fraud 1 error

— Lontracts relahing to revenue shanng
m respect of cleaning atrangements
between the Group's central
counterparty 1 C0Pscand thind party
participants n some cases nvolve
complex calcdlations to determine
the appropriate lever of revenye to
recagmse within the Group

= Infarmatior serv ces revenue
aucruals can reguire estimatior
for nstance hased on prior bilhings
o7 prehimimary usage

As & consequence ihere s a greater
risk of rmsstatemnent in these
balances either by fraud or errar
mclusding through the potential
overnide of ¢ ontrols by management

Refer to the Report of the Audit
Committee (page 585 Actounting
policies (page 1i0) and Note 4

of the Financual Statenients
ipages 125 tc 127,

The nsk has neither mcreasea ner
decreased 7 the 2urrent y=ar
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Wwe considered whether the Croup < revenue “eCogmilon pohcy 1s

31 Decernter 2017 s matenally arrect

appropniate and in accordance w th [FRS as adopted by the EU
we performed testing on a sample bass '3 gain a<suranie that the
seerted contracts were accownted forin accordanc e wih the pobiny

we perfurmed overall analyti g’ procedures and jcu nal eniry testing
morder teoaentify and test the sk of rmisstatemert ansrg from
maragerment tvernde of contrnl,

We performed supstanive and trarsactivnal testing induding the
asewssment of debit ralances and unusual tem: and trerds

We also performed cat cft testing to gamn acsurance that revenue
was recognisedd inthe correct peroa We selected fransaciions on
a samipie nasts befare and after tne year end to test the
apprepnateness of revenue recigmon

Secondary capital markets trading

we tncieased <ur standard sample size B trarsar enal lesting by
atleast !5 times according to our stabstieal samipling methodology
te respond tothe nek of fraud we agreed a rardom selectan of
transactions back to supparting aadht eviderce such az wotces anc
cashreceipts Where appropmiate we a150 vecan alated the fee charged
and cherked back tathe pnoing policw and relevart tanf scheduaie

we recononed trading plattorm data to the generan ledcer and tested
matenal topsige adjustments

We 3lse Lsed araigtical tool - w2 denuity catlers i high velumes
of ransactional data for facused follow-up testing Thi analys.s
meluded companng the fee per transacthion 1oy olume menonal
traded and investiganng ang part'cu'ary mgh values wheh were
sut'ers to the overa'l popalation

Revenue share for clearing arrangements

We tested revenue chaning <alculaniens for all marenal husiness hnes
N g sample basts and « hecked for cons'ster. g with the underlying
contracts

We also used analgtical 1ocs n the analysis of the related revenae
steearns Thes onoluded analysing maonthily trading o es and tnetr
oorrelatior witk monthnly revenue mccqmised any ancmalies
wdentihed were inveshigated

Information services revenue accruals

Wwe selected g sample of revenue accruals using a'ower 'esting
thre<hold when compated to our stanagard iransachon teenng
approach ~or the selected sarples we sptamea supporting
evigence (netuding customer input/cansent for accrued amounts

Far revenue based on assets under managament AUM we tested the
calculansns or 3 sample basie and checked Rack to the supparting
agreements We alsy vahdated the AUM asedin the calculations to
an .ndependent hrd party source

For D4 accruals we tectec the approqmateness of using 03
nfermation for purpoasas of the year end accraals and performed
corruborative esting

we perfarmed full and Zpechc srope audit procedures over this sk
area N8 zomponents which covered 99 3% of the nisk amourt
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Key observations communicated

Risk . _ _ _ . QOurresponsetothe nsk _ tothe Audit Committee B
Risk that the acquisition We confirmed cur urderstanding < f the busimess @ Juait.on process ©nates al 1vsury were 1det thed from the
of businesses was accounted a1 g sessed tho des gnoetfert veness of ko cortrels coneding sxacnnen of cur audit protedures over the

for incorrectly
Net assets aocguired £5 -+ malhon

The Group undettook 2 gmboane
acou st ans N tne turrent gear

the rg~n paurnerts to tne bark s aternr ents

we qosesced th e acc a0Ung 27 the pasties cambinatiors for

that @ ~ubstantee audit approgrct ~veuld be acopted

r sk tha the acquis'tion of bunires -~ was
counted farincorrectly

We nspected the hnzl sigred sale and purrt ase agr=emeits 1SAPA
and agreed the ourchase ronsderaticr to the SAPA 4N

We c2no udec that the ac ounting and the
~elated disclesure s of the auguranior of Mergent
Inc arv "he Yield Book and Ot Fiked InLeme
indizos ate mater ally correct

— Mergert Inc and

- "ne Yield Broxand D1t Tixed
e~ lndires

Iteacquired entitier wete
cor-clidated nto the Group ¢ resuls
fror the dare o acquisit.or

we have Jetsrmr=2thr 2 ke a
kKed add tmatter due e Jze oF
the arguistiors ard - Jusgerient
e el daterm moneg the fair
value b the asters acaur=d -l
habil fevas uned

Thete s a tsk of eronie

oran ate azozunt g far

aisitizne g e

stgn ficant Lacement nwoived
i the geterriratizn of gue Jwll
ans parch asezintzngioe zssets
Trecormipleteness and a-Card L of
Gisrlosures teating snccficaly to
the transact 9% bai als? nrespelt
of tne rpEct of ew nasit ess ine:
un pre ex shing discl sutes ard

— The ranwveszizn of the ingnioal
percrmani g of 1ie zorponert
from Jnired States Generally
Accepted Accnunting Fanciples
ILS CAAP o ITRS a4 a 1noted
ng heEL

Ferer tothe Beport of the Audit
Cuminuttee fpage s Accouhting
polres ihage 115 ana Note 3(

ot the Frnancigh statements (pages
FEAfe 15

Taos a3 new nsk ths uear Jut audu
dpeaack and asses ment of oo
ared o sl fucas channesr

=
Te_ponce *~ noumstar oec affechirg
tne Loy

complance with JFR: 3 Business Combimatomes

We ested he booeowalues 00 arowred atsets 3nd gk hines
performing ~ubstantive aodit proc2dures 2 aenal hala
the acquisisan ‘Jate

Managemert pnyages a third party Somote perform the wieng hie
aszets farvalus 2ali J ' uns anc ass00 dted s chase prics
Allncatiar we Jssessed Tne compelency ot the =17 410 T2geIner
witt BN technical and valaation specia 1s:s exa-nines and chalenged
kg rrpurs it tne ntanaibi- gesets fairva ue calc ilan s and
Currhdse L1 e auiations ncludiig e dea mi-dal ez valle
tred st rates ased porfar=iany =t 1ecests and the remam o
Leefal 1o e oitangil < asiet: wdentib=d

Together witn EY valuas or specialists weas e-sed'he
shorcpniateness of the arourts recognised ireap oo v gutowll
ang pure kased miang'b 2 assets such ez brands and o istomes
“Eatinnships renchiatkera to i tar market part Supant s

Togethes with B valuation and tos spe alists we dieessec whett o
the chanaes ir e 1S fos "aw that ceourred 2~ part of the Tas Cat-
and ,29s Act of 7017 had an mpact o0 tnes aatr of am =
Terogreed a5 goodwil ang purcrased Tionaime 3.t as gt the
ar jusitiam date

We aasessec (e appropr ateness nf tax ralazed tomoenents from
the arguisits specifiza ly over *ne opemrg balanre shet a7d
Puschate pre e g'loeabors

we te-ted the preser tat nang d sdlosures in the tinanoial staterr ents

We nprformed tul, soope ausit o ed are” o tae U matenial
drgulsitoms Lo eted nthe pest whie b wered 1000 Tt e minh
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Independent Auditor’s Report to the members
of London Stock Exchange Group plc

Risk _ _ B
Risgk that the implementation of
the Oracle finance system could
lead to errors in data integrity,
accounting or financial reporting

we nave determined this to be a key
dudit matter as the implementation
of a new finance system ~nwd lead 10
ervcrs in data intearity dwwoeunting or
financial teporting

The general ledger f.r LCH Group
rexcinding LT 5 A was migrated

to Jracle i January 2017 whilst the
general ledger for LSFG US Heldoo Ine
was rmgrated in Mau 2017

Refer to the Report of the Audit
Commiittee (hage Gl

The risk has netther increds<ed aor
decreazedin tha current gear

Our response to the risk o B B o
we cenfirmed our underctand.ang of the implementat'on 2 the
JOracle Ainance sueters nclud ng confirring cur understanding
~f tne relevart procetses pre and e st Dracleamplemertation

We assessed the following areas ¢ the mugration preject

- Covernance ~venhcation of approvals at different <tages ot the
project and meeting mimute 1ey)ows

— Data conveTsion — evauatiin o data migration ard conversion
precedures andenficabicn of approvals for gata migration

- Migration procedures —imspection of documentation far data
rgration precedutes evaltation of migration olan and
Cxecution aga.nst the pan

—Systerrnterface —mspection of dovumentaticn around the
precess flows and argerstanding the data flows wite Oracle ard

— Access teview — nspedtion of droumentation conhirmang
mitial load ot Lsers and testing of 1T general contrls over
user administrat'on processes

we performed audit procedures over the migrated date 1 the
néw ~ystem o the date ' tne previods aeneral iedgers including

= Recongihation of FY2017 ppriing beiances 2 tne audited
+¥201€ clnsing balances

- Substantive testing af the data whu < imarated 1t the e,
generdl ledger (Mcluding Tecuncthation of transac tions hstings frem
the new system with those from the previcus aeneal leduers and

- Jesting ¢f manual adjast=enra related 1o migraticn of the data
Imctuding these related to duplcaton of data and 'ts rmanua reversals

We ropedted the chart of actounts and vabidated the marping
fromr 're legacy edaer- to Jracle a<well as from Craceto the
Group consolidation tool

We performed audit procedures in 2 fub scope components that
rnplemented the dracle system Junng <017

Key observations commumecated

to the Audit Committee B _

Cur testing dentified exceptiars i respect of
certain 1T general cantrels these exs eptions have
been mitigated by testng relevant compensanng
controls which were conrludad as effective and by
performung additional substantve audi procedures
A< aresuit we concluded that we are able tC place
reliance ¢n the Jracle finance sustermn

Wwe concluded that there were ne matenal errers,
i the fAinanual staterrents as a result of the
wnp'ementatior of the Uracle inance susten

I respect of LOH Srour excludimg LCH S A

3ng L5SEG LS Holdon Inc

Inthe prior year ow auditor s report included a key audit matter intelation to the nisk that the dwestment of the Russell Investrent Mdnagement husiness was
accounted for incorrectly This matler s not relevant n the current year 4« the dvestmient occurredin 2016
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An overview of the scope of our audit

Tailoring the scope

Our assessment of audut nsk our evaluation of matenality and our allocatian

of performance matenahty deterrmine our audit scope for eac b entity within
the Group Taken together these enable us t¢ form an opimon on the Group
hnancial statements We take Irto account the size misk profile the orgamsation
of the Group and effectiveness of Group-wids controls changes inthe business
envionmment and ather factors such as recent Internal Audit hndings when
assessing the level of work to be performed at each entity

In assessing the nsk of matenial misstatement to the Group finanaal statements
and 1o make sure we had adequate quantitative coverage of significant accounts
nthe finanaial staterments of the 88 reporting components of the Gioup we
selected 25 romponents covernng entittes headguartered within the United
Kingdorm Umted Stales of Amenca [taly France and S Lanka which represent
the principal business umirs within the Group

of the 25 components selected we performed an audit of the complate inan ial
information of 7 components (full scope componentst which wete selected based
on therr size or nsk charactenstics For the remaimng 18 components ispeafic
scope components) we performed audit procedures on speaihe accaunts within
each component that we considered had the potential for the gieatest umpact on
the stgrificant accounts in the financial statements either hecause of the size of
these accounts or their nsk profile

Scope Procedures performed by Number of components
FIT _F"lmdm tearr ) o o o
Full Corrncnent team- __ i :
specific Primarg, team - 17
i.r_aﬁ* ____chrrp:ncm team e 1
Total _ - B

Detalls of the & components which were audited by ¢ omponent teams are set
out below

Component Headgquartered lotation Scope Anditor
I and2n Stock = «change

Sriup Holdirge taly s n A faly Fall Ev
L3EG U Foldoe nt Umted State. of amerg Far By
LIHE A Frand < Fal EY an. RD Y

tdlerreen inforeaton
TeLbnosogies 1P ate
Crntedd T _d"Ing sperihe Fv

[ e T O R R VI B L T TR S I S W I U C arlie Tup e By ore a0 i

The components whete we performed audit proceduwes accounted for 9%,
12016 9910 of the Group« revenue 973 12016 9s', 0 of the Group s pre tax pioft
94 12016 991 of Lhe Group s adjusted pro tax profit measure used ta cak ulat
matenality and 1604 12006 1y of the Woup < total assefs

ior the cuntent year the full scope romponenis contnbuted 93 {2016 92

of the Grouprstevenue 70¥ (2010 92+ v of the Gronp s pre taxproft # 2 w 12010
B0 of the Group s adiusled pre-tax profit measire used to calculate materiality
and 130012016 99 of the Group s tatal assets

the spenifie stope components contnbuted £ (20106 0 of the Group s revenus
ZTARIE Oy of the Giosips pro tax profit 200 2006 105 ol the ntoup s
artjusted pro tax profit measure used to calrylate miatenality #+nd less than 14
bl Ioral the Group s tutal assets The audit scope uf these companents may
not have ncluded testing of all sigmfcant accounts of the components but will
Helwt ¢ untribatec totie coveracge Af siogrifieant aceounte tested for the Stoup
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The remating 53 components together represent less than 6 of the Group s

revenue, pre-tax profit, adjusted pre-tax profit and total assets For these

components we performed other procedures including analytical review and

Governance Independent Auditor’s Report

testing of consohdation journals and intercompany elminations torespond to
any potential nsks of matenal misstatement to the Group finanaial staterments

The charts below Wustrate the coverage obtained from the work performed
by cur audit tearms

Pre-tax profit**
3%

@ Full
Specihe

Qut of Scope

Adjusted pre-tax profit**
6%

22%

@l
Specthe
Out of Scope

2

G

Revenue
6% 1%

®rull
Spetific
Jut of Scope

93%
Total assets
%
®rull
Sperifir
Ot of Scope
100%
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_I—rﬁepen_de;t"Auditdr’s Report to the_memberé |
of London Stock Exchange Group plc

Changes from the prior year

Inthe prior year we identified 7 full scope components As atesuit of the
dvestiment of the Russell Irvestment Management business inthe pror year
we separately scoped in LSEG US Holdeo Ine (Index) and LSEG US Haldco Ine
{nvestment Management) as 2 full scope components Furthet LOH Clearnet
Group Lirnited was scoped inas 1 full scope cormnponent in the prior year, in
the current year we separated ths 1nto 2 fuli scope components LOH Lirrnted,
which was audited by the Ev primary team and LCHS A which was jointly
audited by EY Pans and BDO Paris

All other full scope components remained consistent Spectfic stape components
have been re assessed as the contribution of these smaller parts of the business
o the Group hnanaial staterments vanes each year

t with P
Inestablistng our overall approach to the Group audit we detenmined the type
of work that needed 1o be undertaken at each of the components by us as the
primary audit engagerment tearn of by component audnors from other Ev global
network firms or other firms operating under our iNSstruction

T 2, ¢ &
Ivol’ 1ent

Of the 7 full scope components. audit procedures were performed on 4 of
these dnectly by the primary audn team For the 3 full scope and 1 specific
scope components where the work was performed by componert auditors we
determined the appropriate level of involvernent to enable us to determne that
sufficient audit evidence had been obtained as a basis for oL opimon on the
Group as a whole

The Group audtt team continued ta follow a programme of planned wsits that has
been designed to make sure that the Semor Statutory Auditor visits the principal
locations of the Group

During the current year s audit cycle visits were undertaken by the Senor
Statutory Auditor and/or other semor members of the primary audit team to
the following locations

Number

Component_ Location Scope of visits
Londun Stoox Erchange
Sroup Holding- taly S ¢ A milan ta'y Ful -
LSEG US Holdewy Ine New York

o Umnted States of Americz  Full ) 1
LHeA Pans France CRal a
Mullernmum Infgrmaticr
Technulogies (Private)
\_mlt_ed Colomtw 5r. Lanka speg fie 1

These vists involved discussing Lhe audit appioach with the companent Learn and
dny 1ssues ansing from thewr work as well as meeting with local management 1n
addition we participated in planning and closing meetings and reviewed selected
key audit working papers The primary audit tearn interacted reqularly with the
cormpoenent teams where appropriate duning vanous stages of the audit and were
responsible for Lhe scope and drection of the audit process This together with the
addiional procedures performed at Group level gave us approphate evidence for
our opinion on the Group financial staternents

Our application of materiality

We apply the concept of matenality i planning ard performing the audit 1in
evaluating the effect of identthed misstaterments on the audit and n forming
our audit opimeon

106

Materiality

The magrutude of an orrussion or sstatemnent that indwiduaily orin the

aggregate could reasonably be expected to mfluence the econormic decisions of

the users of the inanctal statements Matenality provides a basis for determining 1
the natwe and extent of our qudit procedures

We deterrmimed overall matenahty for the Group to be £30 6 rmitlion (2016 £23 3
milliony whichis S i 12016 5 ™ of adjusted pre-tax proht from continuing
operatons calculated by ncluding the impact of the amaornisation of purchased
intangible assets, but excluding other non-underlying stems as disclosed inNote 7
of the finanuial statements

wie deterrmined overall rmatenality for the parent company 1o be £5 6 mulhon
(2016 £4 8 milhon] which s based onthe aliocated performance matenaliy for
purposes of the Group audit The allocated performance matenality 1s based on
the relative scale and risk of the parent company 1o the Group as a whole and ow
assessment of the nisk of risstaternent at the parent cormpany

We consider the basis of our matenality to be one of the nportant considerations !
for shareholders of the Company in assessing the finannial performance of the '
Gioup 1t 1shnked to the key earrings measures discussed when the Group

presents the financial results In addition to non-undetlying wems the Group alse

excludes amortisation of purchased imtangibles to present adjusted operating

profit this amount 15 not excluded from aur matenality caleulation

Ouw overall matenality threshold provided a basis for determiring the nature
tirming and extent of risk assessment procedures dentifying and assessing the
nsk of matenal misstatemnent and deterrrining the nature uming and extent of
further aucht procedures Our evaluation of matenahty requires professional
Judgerment and necessanily takes INto account qualtative as well as quantitative
considerations imphcit in the definition

Starting basis - £564 mullion

- Profit before tax from continuing operations

h 4
Adjustments — £33 midon
— Non-underlying iterns, mostly costs related to the
acquisition of Mergent Inc and The Yield Bogk and Cit
Fixed Income Indices, and the ongoing restructunng
of LCH and integraton of the acquired businesses
I |
Adjusted — £587 rmlhon s
basis
- Adjusted profit befare tax from continuing operations but
mncluding amortisation of purchased intangible assets
w
Materiality — Matenahty of £30 rrllon (5% of matenality basis)

Duning the coufse of our qudit we Teassessed nttial matenalty and made
adjustments based on the final financial performance of the Group
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Performance materiality

The apphcation of rmaterahty at the indiadual account or balance level 1L1s set
at an amount to reduce to an appropnately low lovel the mobafiny that the
aggregate of uncorre ted and undetected mussiatements exceeds materiality

On the basis of ow risk assessments together with our assessment of the Group s
overall control envirorsment our judgernent was that performance matenality
was 500 12016 507« of our overall matenality namely £15 0 milhon (2016 €117
million) We have set performance matenahty at this percentage (which 1s the
lowest 1 the rangel due Lo rmisstatermnents which were identihed in the prior year
audit Qur approachis designed to have a reasonable prohability of ensunng that
the total of unconrected and undetected misstatements does not exceed our
overall matenalty of £3¢ 0 rrlbon (2016 €23 3 midhon tor the Croup Ainancial
statements as a whole

audut work at component locanons for the purpose of obtarmng audu coverage over
sinticant inancial statement accounts (s undertaken based ona peicentage

of total performance rmatenalty The performance matenality set for each
romponent 1s based on the relative scale and risk of the cormponent to the Group
as awhole and our assessment of the nsk of misstaternent at that component

Inthe current yean the petformance matenahty allocated (o components was
as follows

Allocated performance

Component _ _ . _ matenality
tondun Tk Exe nange Groap plo _f2em
—arilam ok Bx2hang. ple ) B £ :.
JCR Limites o B L5 3™
CHOA Lo
s Sr:‘:EEx:f;angv:::T:_lr Huldegs 1tz S ,_};\ T 5 m
SSEGJSHole e e
~T4e Lriemational Lirites _ o £6 m
Al pecifie 5o Gpe s STiponents L2 em

Reporting threshold
Anamount below which igennfied rrsstaternents are considered (0 e
clearly triaa!

We agreed with the Audt Committee that we report te thern all uncorrected aucht
differences in excess of £1 0 milhon (2016 €05 midlion, as well as differences belaw
that threshold that i our view waranted reporting on gualitative grounds This 15
less than the threshold of 5 of overall matenably that we would tyjrcally use

Wi evaluale any uncorrected misstaternents aganist buth the quantitative
rmeasires of matenahty discussed above and might of ather teles ant qualitative
considerations i forming our opiion

Other information

The ether infonnabion comprises theanfarrmation nicduded inthe Annual Report
set out on pages » 1o G0N lucing the Strategre Report nne luding Highhghits
{harnan s statement Chiet Fxecutve s staternent whal we do —our business
model Qverview of Grougactiaties Market frends and our response Strateagyin
action Segmicntal ey iew Ourwider responsibinty Financial ieview Hish
maragement eversight and Prenapal rskes and uncertanties: Governar e
wferrmation and disclsures inglucding Board of Thiectors Corporate Guvernanse
Comphying with the prowsions ol the Code Report of the Nonmnation Crmmittee
Report of the Audut Cominuttee Repost of Rk Commuittes Diertors Pernuneration
Reporl Diectors Report and statement of Diectore responsibilinies othiet than
the inancial statement s and our auditar sieport thereon The directors aie
rospanaibie tor the ather wformation
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Ou apinion on the iinancial staterments does not cover the other informanion and
exrept to the extent otherwise exphoitly stated n this veport we do not express
any form of assurance conclision thereon

In connection with our audt of the financial statements oun responsibiity is

to read the other infarmation and 1in doing so conader whether the ather
informantion s rmatenally mconsistent with the inancal statements or our
knowledge obtaned in the audil or otherwise appears to be matenally rmsstated
1f we identify such matenal Inconsistencies of apparent matenal misstatermnents
we are required to deter rine whether there 15 a matenal misstatement 1in the
financial statements ar a matenal musstaternent of the ather information

If based on the waork we have performed we conclude that there s a matenal
rmsstatement of Lhe other information we ate required to report that fact

we have nothing toreport in ths regard

Inths context we alse have nattung toteport nregard to our respansibility to
specifically addiess the following 1items in the other nformanion and to report as
uncorrected matenal misstatemnents of the other information where we conclude
that those items meet the following conditons

taw balanced and understandable sot out on page 99 - the staterment given
by the directors that they consider the Annual Report and financial statements
taken as a whole s fan balanced and understandable and provides the
formation necessary for shareholders to assess the Gloup s perfarmance
business model and strategy 15 matenally inconsistent with our knowledge
chtaned in the audit or

— Audht Comimittee tepol ting set cUt on pages b5 to 62 — the section descning
the work of the Audit Comrmittee does not appropnately address matters
cormnencaled by us 1o the Audit Comrrittee or

— Directors statement of comphance with the Uk Carporate Governance Code set
out on pages 56 62 10 63 and 9% —the parts of the directors statement which
are required under the Listing Rules relating L the Company s compliance with
the UK Carporate Governand & { ode contaimng provisions specified for review by
the auditor 1 accordance with Listing Rule 98 10R12] do not properly disclose a
departure from a relevant provision of the UK Corporate Governance Code

Opinions on other matters prescribed by the Companies Act 2006
Inour optmon the part of the Directars Rermuneration Report to be audited
has been properly prepared in accordance with the Companies Act 2000

In our opinen based on the work undertaken in the course of the audit

— the mformation given in the Strategie Report and the Drectors Report for
the hnancial year for which the inanoial staternents are prepared 1 cansistent
with the finanoial statements and

the Strategic Report and the Direclors Report have been prepared in accordance
with apphcable legal requirements

Matters on which we are required to report by exception

Inthe hght of the knowleddge and understanding of the Group and the parent
companty and its emvuonment ebtaned in the course of the audit we have not
wlentined matenal nsstatements it the Stategie Feport of the Directors Report

we havi nothineg o repott miespe b of the following matters intelation 1o
whneh the Companies Al 2000 requites vs 1o repart toogannf o opamon

adequate arcounting rec ords have not been kept by the patent company o
rehin ns acdeguate for our audit have not bean1ecewed trombranches netusit=an
huyus ot
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Independent Auditor’s Report to the members

of London Stock Exchange Group plc

— the patent company financial statements and the part of the Doectors
Remunération Report to be audited are not in agreement with the accounting
records and returns or

—certain disclosures of duectors remuneration specified by law are not made o

—we have not tecetved all the information and explanatons we require for our audit

Responsibilities of directors

As explained mare fully 1 the Staternent of Directors Responsiilities set out
on page 95 the directors are responsible for the preparation of the financiat
staternents and for being satishied that they give a tiue and far view and for
such mterpal control as the directors determine 1s necessary to enable the
preparation of financial statements that are free from matenal misstatement
whether duete fraud or error

In preparing the financial statements the directors are responsible for assessing
the Group and parent compdny s abihty to continue as a going concern
disclosing as applicable, matters related 1o going concern and using the going
concern hasis of accounting uniess the directors either intend to llquidate the
Group of the parent company Or 1o cease operations, or have ng reahstic
alternatve but te do so

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to oblain reasonable assurance about whether the finanoial
statements as a whale are free from matenal nusstaterment whether due o fraud
or enor and tossue an auditor s report that includes our opinon Reasonable
assurance is a high level of assurance but 1s not a quarantee that an audit
conducted wn accordance with 15As (UK} will always detect a matenial
misstaterment when it exists Misstatements can arse frem fraud or error and are
considered matenal if indwvidually or in the aggregate, they could reasonably be
expected to influence the econormc decisions of users taken on the basis of these
financial statements,

Explanation as to what extent the audit was considered capable

of detecting irregularities, including fraud

The objectives of our audit i respect to fraud are todentify and assess the risks of
material rmisstatement of the financial staterments due to fraud to obtain sutficient
appropniate audtt evidence regarding the assessed nisks of matenal msstaterment
due to fraud through desigring and inplermenting appropnate responses, and to
respond appropnately to fraud or suspected fraud dentified duning the audit
However the primary responsitility for the prevention and detection of fraud rests
with both those changed with governance of the entity and management

Our dpproach was as follows

—we obtaned an understanding of the legal and regulatory frameworks that are
apphc able 1o the Group have a directimpact on the preparation of the financial
staternents We determined that the maost sigmhcant are the UK Companes Act
2006 UK Corporate Governance Code 2016 The Financial Conduct Authonity s
{FLA) Listing Rules other relevant FCA rules and regulabions and tax legisiahion
[governed by HM Revenue and Custorms)

— We understood how the Group cormplies with these legal and requlatory
frameworks by making enquinies of semor management including the Group
Genetal Counsel the Chiet Risk Officer, the Head of Compliance and the Group
Head of Internal Audit We also reviewed significant correspondence between
the Group and requlatory bodies 1eviewed minutes of the Board Risk
Comrmttee and Executive Committee and ganed an understanding of the
Group's approach to governance demonstiated by the Board s approval of the
Group's governance framework and the Board s review of the Group s rsk
rmanagernent framewark and nternal control processes
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—we assessed the susceptibiity of the Group s inancial statements to matenal
rmsstaternent including how fraud might occw by considering the controls
that the Group has established to address nisks dentified by the Group, or
that atherwise seek to prevent deter or detect fraud We al<o considered
performance and incentive plan targets and ther patential 1o tnfluence
managerment to manage earmngs of nfluence the perceptions of mvestars

— Based onthis understanding we designed our audit procedures to wdentify
nart-comphance wittt such laws and regulations identified i the paragraphs
abuve Qur procedues involved magenes of sentor managerment legal counsel
the comphiance officer and internal audit, review of sigrihcant correspondence
with requlatoty bodies and minutes of meetings of the Board and Board
committees and focused testing asrefened toin the Key Audit Matters
section above

— The Group operates in the exchange and CCP industries which are requlated
environments As such the Sentor Statutory Auditor Teviewed the experence
and expertise of the engagerment team to ensure that the tearn had the
appropriate competence and capabilities which included the use of experts
where appropriate

- The FCA has regulatory oversight over London Stock Exchange pic and tertamn
other entineswithin the Group The Bank of England (BOE supervises CUPs i the
UK and therefore regulares LOH Lirmited I addition [ocal regulatory bodes n
France and ltaly regulate other subsidianies of the Group incduding LCHS A which
15 requlated by LAutonte de Contrdle Prudentiel et de Resolution (ACPR; and US
Commuodity Futures Trading Commission (CFTCT and Borsa ltahana Sp A (assa
Diompensazione e Garanzia S p A (CC&G) and Monte Tiuoli S p A which are all
regulated by Commuissione Nazionale per la Societa e la Borsa and Banca d ltalia

A further desciption of our responsibilities for the audit of the financiai
statements s located onthe FRC's website at https://www.frc.org.uk/
auditorsresponsibilities This descripticn forms part of aur auditar's report

Other matters we are requived to address

- We were appointed by the Company on 12 June 2014 to audit the inancual
statements for the @ months peried ended 31 December 2014 and subsequent
financial penads The penod of total urinterrupted engagement iIncluding
previous reniewals and reappointments 1s 4 years covering the 9 months
period ended 31 December 2014 to the year ended 31 December 2017

- The non-audit services profihited by the FRC s Ethucal Standard were not
provided to the Group or the parent company and we remantindependent
of the Group and the patrent company in conducting the audn

The audit opmion s censistent with the addianal report to the Audit Committee

Emt A Vb L

David Canning-Jones (Senior Statutory Auditor)

for and on hehalf of Frnst & Young LLP Statutory Auditor
London

2 March 2018

T The arenotenann = ancd g i fthe 1ol Stes b Fehan e i phowek it= 1 e nespere shilong
fthe et the werk caned any L the auditors dos et ke oonsideratom ot cralte
and o arcingly the ancdhito d eptnor e ngbalirg bt &g cchange hat inag haes o-are TF
thetindne al stat=rm=nt e thegw g untiallpprese nfecbonth wel a1e
Pegrsiatonn b Unt d kmg Dirreg gecneng the o paatienoan b ionat oo f fingne el
1t e ot g BiHe e bege Dt o othier unesdieton,
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Group financial statements Consolidated income statement

Consolidated income staterment

Year ended 31 December 2017 2017 . 2016 R
underlying  Non-undevlying Total Underlying  Non-undertying Total
£m £€m €m £m £m £m
_ o Notes Re-presented’ R_e-p[esented‘ Re-presented’
Continuing operations _ o i -7 - o o -
Revenue 4 1,768 - 1,768 1718 - 151%
Net treasury income through CCP business - 162 - 162 125 - L
Other income 2 25 - 25 7 = 1
Total income ’ 1,955 - 1,955 1€57 - 1657
Cnct of sales o “ (215) - 215 1751 - 7=
Gross profit T ) 1,740 T T 10 1482 L hs?
Expenses
Jperating expenses befsre depreniatior am-rcatym
andampanmen: 57 (816) {40} (8536) 706 [V B0
Proaton arssal of tusinesses 7 - 7 7 - -
Share of lozs a'ter tas of aszoniates 4 1 9 - {9 151 - ) S
Earmngs before interest, tax, depreciation, T T o
amortisation and impairment 915 (33} 882 77, L LEG
Leprediatinn amerticator and impairm ent L7 (103 (153 {256) BLE e D
Operating profit/(loss) ) 812 (186} 626 a6 1250 o3
Fradnce ineome T 8 - - B 7 - 7
Firdns £ expeise {70) - } (7_0) o I ) - ) 0y
Netfnan e expense & I@ - ;— 62) } L3 - ]l
Profit/{loss) before tax from continuing (:;perations 750 (186} 564 [ T Fa
Taxation g (168) w0 00 22 lab 32 - .Ch
Profit/(loss) for the year from continuing T T
operations 582 4 _ 586 i [ L
Discontinued operations a -
rcosseprshit fter tax for the geat 'ron di-ormy ged
cperation: 12 — (25) @y I& o sE s
Profiti(loss) for the year T sz @ 561 Sl 208 19
Equity holders
Frofit/cos o the gear oM cOMTLG Dherations 513 17 530 436 1212 ooz
I_ossipreftfor the year from @ suontinuen uperatians 12 - (25 @9 ) s we o 7l
Frabtaicss forthe gear sthilulable ts ecuity e oders - s13 8 t,, 505 e 0T _.e2
Non-controlling interests T B
Frofta cssefor the gear attributable to er L ontrolling
17 grests from Zontinu ng cperahons 69 (13) 56 o7 [ 40
Proftfor tho gear atimibutable *o ror-contin] ng
i erext< fron diecentinued cperation- £ — - = [ B ]
Proftleos for e uear atiributasle to ner u-r-tw-\lmz T T
Interests o &% - {13) _ 56 4 7 _4l
582 (21) 561 01 AT 143
Earnings per share attnbutable to equity holders
Ba: Cecrigs |or share 146.4p RS
L latec exriing- pet smare 1! 143 Op “l AL
Anjd el baa zarumgs per share ! 148 7p LB
Al 2l dlu 22 eqa mirgs pet s0a1e 1. 145 3p 1.7lp
Earnings per sharve for continuing operations
attributable to equity holders
Poa edomags pet shizrg 1. 153.6p HR TS
Lol =l eatmng” per 2nar, 1. 150.1p g
At =d baarr earnimge 2t shat 1! 148 7p lag 4
Acpst=d dilntel earming oo ~hate 1! 145 3p e
Dividend per share in respect of the financial year
Loovdenwd per _hate paid darons the gear " 14.4p 1o
Luoadend per share daddores o he gzan 1. 37.2p ) It
Lovarpaale o b -||T'_\I —fl-‘_Tm'q b r 1 a I_\-w I L TR TR AR T E R A TP L I L T AR T 1 A N N T TR R | W e the g o
[ Paly v oy the 1"
The noteson pages 115 1o 161 fonm anintearal part of these « onsolidated financal statements
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Consolidated statement of Comprehensive income

Year ended 31 December 2017 2017 2016
- - _ o _ - 3 : Notes __tm_ . £m
Profit for the financial year 561 192

Other comprehensive income/(loss):
Items that will not be subsequently reclassified to profit or loss

Defined benefit pension scheme remeasurernent yainkloss: 1& 93 158
Income tax reiating tc these tems . . . _ R ) D &
L L _68_ 43
Items that may be subsequentiy reclassified to profit or loss
Netinvestment hedges 3 174
Avallable for sale financial assets
— Netgains from changes in fa value 1 7
- Net gains reclassthed to the consoligated income statement on Jdispasal (8) -
Exchange 1os:/gan an translation of foreign aperations {64) 25¢
Inzome tax relating 12 these 1tems B o B . S R il
S - R 8 4
Dther comprehensive gains net of tax o o 2 o
Total comprehensive income for the financial year 563 574
Attnbutable tc non-cantrulling interests 81 Oy
Attributable 1o equty hiofders o - _ 4Bz o st
Total comprehensive income for the financial year 563 T4

The notes on pages 115 to 161 form anintegral part of these consohdated financial statements
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Group financial statements Balance sheets

Balance sheets

At 31 December 2017 i Group B Compan
2017 2016 2017 2016
Notes £m ~ im £m B im
Assets | ) T
Non-current assets
Froperty plart and equipment 1 129 -] - -
Intang Hle assets e 4,590 4124 - -
livestrment 10 assouates 1 5 K 3 5
Investrmentin subs d ary companies 18 - - 6,098 5365
De'erres tas astefs 14 38 St - -
Cemnatie ananc al nstruments 19 4 4 -
hvznanle fo- sale assets 19 86 e - -
Retrement benetl ascot 15 56 - - -
Chet non-current recen asles .92, 55 L 37 1
T ) S 4,963 nall 6142 5
Current assets 7 -
Inventuries - 3 - -
Trade and ~ther recanabla: =R 688 o3 610 wid
(P FRar ol sesat . 673356 nlas -
Ceeasnand cashequnalorts restt Cteul 61,443 S2EER - -
VB EETING BLSINeTT age, to 132 73?797 - ~hE 2u6 - -
Curtent tan 126 14 - -
Aqzlablz famsn e zssat. B 19 T4 - -
JaThang i egquindlerts D 1,381 er 4 1
- ] 737,011 sTe 614 iE
sacts Ne G for sae I - 7 ,m, - 6 } _ -
Total assets o ’ 741,980 T 7 6756 5 o0
Liabilities
Current liabilities
Trade ard ctaer caudbies 1% 2% 568 =l 275 Lon
CURCeanmg bus nest pap bt ec 5 734,981 SCp AT - -
Zarrenstar 70 b -
Borrowings 19 .4 522 £1% 490 o
Frowision s . 26 T . i = -
- - ] 736,172 53570l wy s
;lun»current liabilittesri I o -
Barrowir ge 19 Ja 1,431 ) 1,431 547
Certvative Ananc a msr-uments I 29 1= 29 ]
Feferrad tax nabihties 1 502 TJs - -
Retiremert beneft sbhiyat e 12 36 7 - -
Cther nor-rurert latyliec 1G22 49 &E - -
FILy SI0NC B Ed 9 1. - -
- ) ) 2056 1427 1460 b
Total liabilities - ) S 738,228 NS 2,225 1044
Net assets 3,752 REAER 4,531 o alb
Equity
Capital and reserves attributable to the Company's equity holders
Ordinarn shat- capital 7 24 L 24 ch
Shar- preto O 964 B 964 6
Retaimad earringe 419 L s 1,724 2l
Jther reserver - 1,820 156 1,819 lwly
Totat shareholders' funds 3227 210 4,531 Canll
Non-controlling inte:esis 525 R - -
Total equity 3,752 s 4,531 Lol

The Cornpary recorded profit for the year of £ 3R million 12016 1% 31 milhons
The notes an pages 11510 161 form an mitegral part of these coraoliddated hinaneal statements,

The finanaial statements on pages 109 t0 161 were apprsed by the Board on | Rarch 2016 and sigued on s hehalf by

@QJ%

David Warren

Interm Chiet Lrecutivs Off e ancd © hief Financial otheer fanh 2nlg
tondon Stock Exchange Group pl

Fegistered numbet 5365106
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Cash flow statements

Year ended 31 December 2017 Group _
2007 2036

— - - - — — — Notes m im_
Cash flow from operating activities
Cash generated from operaticns 8 852 61t
Interest rer awved & 3
irterest patd (66) 167
Corperation tax pad {130) 13151
\fﬂthholpmg_tax pad o B . - . o (_3_)_ o
Net cash inflow/{outflow) from operating gégivities o . o _ 659 2]
Cash fiow from investing activities
Purchase of property wlant and equipment 13 {47) 1341
Purchase of wntangile assers 14 {143 il
Froceeds from sale of business 7 14 594
Cash 4 sprseo as part of the sdle of hasinesses 5 BELT
Custsnrelapon to sate of @ dispoasa group - 121
Acquisition of businesses 30 {644} T
Cashinflow from acquisition of basimesses ey 4 -
investment in subsiduaries 1€ - -
Investment in assomates e {2 18
Proceeas fram the dispesal of avallable for sale #nancial asses 7 -
Investment in government ponds {5) 10
Dvidends received o _ _ _ - T L
Net cash (outflow)/inflow from investing activities ) 77 (821 233 7
Cash flow from financing activities
Dividends pad to sharehnlders 12 (159) 23
Dvidends paid ta ner-u antrolling interests (19} ihr
Purchase of treasury <hares relating t- share buuback (201) -
Redemption of preferred securities {157}
Acquisition of non-controdling interests (113} -
Proceeds from myvestment by non-contralling interast 12 <C
Arrangement fee paid 3) Il
Loars to substdiary compames - -
L eans from sabsidiary < ompames - -
Purchase of own shares by tne employee beneht trust (26) 15
Proceeds fram exeinise of employes shate ophions 2
Proceeds fromissue of shares - 1
Funds gified tc the emipioyee benefit trust - -
Proceeds fram the 1ssue of honds 885 -
Bond repayment - 1250
Agdinonal drawdowns from bank credit tacilities 242 117
Repayments made towards bank credit faciities 8n 1614;
Paumentis to shareholders on exertise of options - 151
Repayments of fingnce tease B B = 13
Net cash inflow/(outflow) from financing activ it N N 3718 een
Increase/(decrease} in cash and cash equivalents 216 [P RT
Cash and cash equialents at beginning of Jeal 1,151 1176
Exchange gain ¢n cash and cask equivalents N _ . _ _15 - .Bb _
Cash and cash gquivalents at end of year 1,382 1151
Cash and cash equivalents at end of year from cuntinaing operatinn; 22 1,381 L 151
Cash and cash equivalents classified as held for sale n R . 1 -
Cash and cash equivalents at end of year j 1,382 . 151
1 I tients o svadable farale inaiziada wots baes beene e atn dfeotrn st a bfls gere abed s porateae 1 ash flew fosmmse tinea ot o 0 gab s aneoneg o

nse bl o fres e L w it e T it nn g e et bon b The s amg 4 bhe astramd o e gus abent ol 1t snce T e ygear 40 g result o thins hang

o Pasheosp ndturs Jor the pun base s Fratysdios sy the =maplsges 1onehit st the pae e SR weso s bl abbong anatlal s et
s wathane b frarr e ingeac i e e poe g Aol atenmt of e o an e pepents ol Eriewang ba beenae preented tobathe g cash s

The notes an pages 115 ta 161 form an mtegral part of these consohdated financial statemernits

iompan!é
2017 2016
£ A
17 1651
13 13
{49) 1581
@
(719) 4700
- le
il maf
_ 19y i
(159) 1300
(201) -
(3) 1
{26) [T
25 33C
2 -
- 1
m -
885 -
- w250
215 275
) 11051
@ s
3) -
1 1
— & - -
& 1
4 1
s
v Allabl= £ enl fingy ol

Gioup cash How does not include cash and cash equvalents held by the Group s Post Trade operations on behalf of its cleanng members for use in its aperation
as manager of the rleaning and guarantee system These balances represent margins and default funds held for counterparties for short penods in connection

with this apetation
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Group financial statements Statements of changes in equity

Statements of changes in equity

Year ended 31 December 2017 Attributable to equity holders
’ ) ’ i Total
attributable Non-
Ordwnary Share Retained Other to equity controlling
share capital premium earmngs TeServes helders mnterests Total equity
Group . Notes £m £m £m £m fm £m _&m
+. Zeramber 2015 ) 2 unu LD 1505 2744 a52 56
arefit “or the gear - 152 - 152 41 194
Otac comprehensive toss, nngame ot the gear - - [RE]] 250 B 57 34t
Lgzus of enzrae - - 1 - 1 -
Foig dwodend relating to he per od ended
21 Decomoer 2015 I - - 157 - G101 - 18t
Intenm ardend 12 ating o the gear erded
3] Dezember (01 1% - [ 42 - 42
Dradene payment tooron-cortreling terests - - - - - S 91
Net cantrbu s i relation 1o nan-2antrLling mnterest - - - 15 15
Emp ugee wnate schime exsense, - - - 20 - 20
Tax rarelatinn to employee shar- wchemne exrerses — — 4 — 4 - 4
PLronzee of non-control ing mterest wathir acqu rec suouidiary - - I - i - 1z
Dreposalof 0y e - - - 1 i i 127
11 De embet I 4 S I se2 321G 503 Srle
By for tie yoar - - 505 - 505 56 561
Othor comrprenensive o medhoege s the year - - 49 72) 23) 25 2
lzsus tshares i - ] - - 3 - 3
firaldvdena re atne te the Leal 2l
s, Sererrber 2TUE 17 - - (109) - 109) - {109)
In= 2 im dragend relasna o the year =nded
i1 Cecerrber 2007 1 - - (50} - 50 - (50)
Dreiderd caurents U e r-o 0 e g arterests - - - - - 19 (19)
Frtpl-ure bare s IR Ne 28 0en3as - - i1 - 11 - 11
Tesar ~=latinr {0 employec share sChetre expende: - - 12 - 12 - 12
Purct ase of aom ~ont-olhir mterest wtbin acawired subs Jiany - - {21) - [E3 Y] (89) (110}
FL-chase by non contmlloie interes - - (36) - (36) 44 8
Share buybacx - - (201) - {201) - (201)
Dispesdl of business 10 - - - 30 30 - 30
31 December 2017 2¢, 964 419 1,820 3,227 525 3752
oMt g e mp e el reds e 'l by e e e quannme ol i ador Bt s booe dnomtb ok an gb v st b an o F e onle ot o s
Lot b e Bet=RE% Dl bgthe onrg D1 ovan e by bt Tarale wc o fne g attnbatatd= ot har b b vk wparmn ar el ey 2wl oo e onpan g e

o =i e, b bogba B saaren ar A1

The notes on pages 115 to 161 form amintegral part of these consolidated financal statements
shares held in the Employee Benefit Trust to settle exercises on employee share awdrds were 944 49517016 376 456]

Employes share scheme expenses nclude costs rolated to the issue and purchase of own shares for employee share schiernes of £029) milhion 12016 L9 rrullion
subscriptions net of sundny costs recewed on the vesting of employee share schermes of £2 million 2016 £2 millont and equity settlod share scheme expenses
tor the year of £38 roillion 12016 27 milhony

Purchase of non controlling interest in the year telates to the acgusition of shareholdings fram nor contrelling equity hnlders incertain of the Groun s subsidiaries
notably the LOH Group Mercato den Tieoh distato S p & and Gatelab Sl

Puichase by non-controlhing nterest relates to the puichase of sharehaldings by non-contbiolling eguity holders n Group: subsidiaties i the year prnopally the fhte
SpA Gloupand ITHS A LOH Group s French-tegulaterd operating subsichany
Uther 1eserves comptise the fallowing

- Merger reserve of £1 305 millinn 2016 £1 305 malon a reserve arsing on censelidation when the Companyg issued shates as part of the consideration to acquie
sutrsidhary compames,

Captal tedermnptton roserve of L3514 nilhon (2016 § 314 mllienn g tesetve set up as a result of a court appreved capatal tductem
Reverse aunuisitionieserve of L0512 mihor (016 §51A mlliont a teserve ansing o consolidation as o result of the capatal reductem acherne

| orewgnexchange translatonreseroo of 8575 mallior 2016 § 400 nllonn g tescrve reflecting thermpact of foregn cureney changes onthie translation of
forergr operations,

Hedaina reserve of §16 2 million (2046 LES mallleny @ resena representing the camnlati far value adiustment tecouny,ed intespect of net neeatient ained
rash flow hedges undertaken in accodance with hedee accounting prn ples
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Statements of E:hanges in equity

Year ended 31 December 2017

Attnibutable to equity holders

Other reserves

Total
capital attributable
ordwinary Share Retamed redemption Merger toequity
share capital premum earmngs resevve Teseyve holders
Campany . o  Notes £Em_ _  im £m €m _Em £m
3 December 20,5 2% 960 1553 sl 1ios 4296
Profit for the year - - £31 - 531
Issue of shares 27 - 1 - - 1
Final dividend 1elating to the year ended 31 December JUl- a2 - fttsd] - - 1881
Intenim dwvidend relating to the year ended 31 Dy ember 7016 12 - - 142 - 1621
Emplayee share srheme expenses - - 13 - 12
31 December 215 - ’ T 2 961 co o s 1in csis
Profit-ar the year - - 36 - - 16
[ssue of shares 27 - 3 - - - 3
final dividend relating to the year ended 31 December ¢01E 17 - - (10%) - - (109
Intenim, dvidend relating to the year ended 31 Der amber 70.7 1z - - (50) - - (50}
Emplouee share sy heme expenses - - 36 - - 36
Share buyback - - 201) - - (201)
31 December 2017 B o T2 966 1726 sl4 1305 4531
T G the gean et cemp et Ty DT vsbn gk pe e aheie P bt palie ook n s hope Fromethe ik pan b oentliptran fon e mlhenci—ang bnow
P Linpderges Bonedt T bodle by the e g Ebe va g AU b herne hirs Dty attnbsabales S0 Toee hughae b g anama aee ante 110y prllocn The ey g ad i

Vsl et fet B idch o ral an me e e

The notes on pages 115 to 161 form anintegral part of these financial statements

Employee share scheme expenses of the Company include movernent i the far valae of loan balances with the Eraployes Benefit Trust of £11 rathion 12116 £19)
muillion) costs relating to the 1ssue of own shares for employee share schermes of ©13 mullion (2016 (1 madhony subscriptions recewved on the vesting of employee
share schermes of £2 milhon (2016 £1 mithont and equity-settled shane scherne expenses for the year of £38 rmillion (2016 £27 mithon)

The merger reserve of £1 305 millon (2016 £1 305 midlion! 15 a potentially distiibutable 1esetve ansing on consolidation when the Company 1ssued shares as part of

the consideration to acquire subsidiary compames

The capital redernption reserve of £514 rmullion (2016 £514 milliory 15 a non-distributable reserve set up as aresult of a court approved capital reduction
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Group financial statements Notes to the financial statements

Notes to the financial statements

1. Basis of preparation and accounting policies

The Group s consolidated and the Company's inancial statements are prepared
inaccordance with International Finanaial Repariing Standards (IFRS and [FRS
Interpretations Comrnittee (IFRICH riterpretatons endorsed by the furopean
Urnon {EU) and with those parts of the Comparies Act 2006 applicable to
companies reporting under IFRS

The ptincipal accounting policies apphed wn the preparation of these inancial
statements are set out balow These palicies have been cansistently apphed to
all the penods presented  unless nthetwise stated

The financial staterments are prepared under the histonical cost convention as
rmadified by the revaluation of assets and hatnhties held at faw value and on the
basis of the Group s accounting pohcies

The Group uses a columnar format for the presentation of its consolidated income
statoment This enables the Group to aid the teader s understanding of s results
by presenting moht for the year before any mon underlying terms Mon-
underlying iten s include armortisabon of purchased intangible assets and other
Income of expenses not considered to drive the operating results of the Group
Ths 1s the profit measure used to caleulate adjusted earmngs per share Proht
before non-underlying tterms 1 reconciled to profit before taxatwn on the lace

of the Incormie staterment

The Group consohdated income staterment includes an additional performance
rneasure for the year ended 31 December 2017 £armings before interest {ax
depreciation and amortisation (EBITDA: 15 nciuded on the face of the income
statermnent to further assist users munderstanding the inancial performance

of the Group The results for the year ended 31 December 2016 have been
1e-presented accordingly There s noimpact on the previously reported profit for
the year as a result of this ¢change Additionally the Group conselidated finan al
slatements have changed its reporting fram 1 decimal place to whole numbers

Consolidation

The consohdated finanoial statements comprise the inancial statements of the
Company and its subsidiary comparies with all inter-company balances and
Liansaclions ehrminated together with the Group s attributable share of the resuits
of associates The results of subsidiary compames sold or acquired in the penod
are included in the ncome statement up to or trom the date that control passes
Controbis achieved when the Group s exposed or hasnights, 1o vanable returms
from tsimvolvernent with the wivestee and has the abiity to affect those returns
throngh its power nver the mvestes

As permitted by Section «C8 of the Compamies Act 2006 the Company s ncome
staternent has not been included 1n these financial statements,

The acquisition of subsichary comparnes s accounted for using the acquisiiion
method The cost of the acquisitions s measured at the aggregate of the fau
values at the date of exchange of assets guen abilities incurred or assurmed
and equity nstrurments 1ssued by the Group in exchange tor control of the
atquiree Lipon completion of the Group s far value exercise comparatives are
revisedd up to 12 mornthe after the acquisition date far the final far walue
adjustiments Further detals are provided in Note 30 Adjustments to fair values
Include those made 1o bring accounting policies into line with those of the: Group

The Group apphes 4 pohicy of treating transac tiens with non controling mterests
thiouah the econommic entity madet Transactions with nen controling nterests
ate recognised tn equity whete the non controlimg interest has an aphion
chispose of thenr holdhng to the Group then the armaunts potentially doe are
recogimsed at theu far value at the balance sheet date

£ disposal group gudalihies a4 o discontinued operatiomif it is.a compong nt of an
ity that ether has been disposed of o 15 classihed as held for sale and

4 1epesents a stparate magor ine of business or geograptical area of
nperatins

b part of & single co-ordimated plan to dispose of o separate major ine of
busines s on ysoyraphie area of apwerations o

¢ g slbsidiang acaquired exe lsrely v ith aview 1o 1esale
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Disc ontinued operations are excluded from the results of continuing operations
and are presented as a single amaunt as proht or loss atter tax from discontinued
operations n the income staterment Comparatives are also re-presented 1o
reclassify disposed businesses or held for sale businesses which meet Lhe critena
tor discontinued operations

Investments in subsichary companies shares, loans and other contnbutions are
recognised at cost These are reviewed for wnparment when events indicate the
carrying amount may not be recover able and are accounted for in the Company s
financial staterments at ost less accumulated impar ment tosses

The Company 15 a public cornpany incorporated and dormciled in England
and wales The address of s 1eqistered office 15 10 Paternoster Sguare
londom EC4h TLS

Recent accounting developments
The following amendments were endorsed by the E4) dunng the year and have
been adopted in these financial statements

- Amendment ta 1AS 7 'Staterment of cash flows on changesinhabilies arising
from Anancing activities

- Amendment to 1a% 12, Incame taxes on recognition of deferted tax assets for
urrealsed losses

The adoption of these standards did nat have @ matenal impact on the results
of the Group however additlonal disclosure in relation to cash flows ansing from
hnancing actiities 15 now pro.ded in Nate 2o

The following standards and interpretations were ssued by the LASE and 1FRIC
but have not been adopted either because thely were not endorsed by the EU at

31 December 2017 or they are not yet mandatory and the Group has chosen nat
to early adopt The Group plans to adopt these standards and interpretatons when
they hecome etfective The impact on the Group s finanaial statements of the
future standards amendments and interpretations 1s stll under review and where
appropnate a descniption of the impact of certain standards and amendments s
provided below

International accounting standards and interpretations Effective date

Amendmen 12 IFR5 0 Snate-based pacmert or classttrabion
1 lanuary 201s

Amensmen to IFRS 4 Insurarce zontrarts regarding the
impementatisn e JFRS & Fimanca retruments, 1lanuary 201

1 January 201%

Amendmen wic LAS 40 Transfers of Inves ment Mroperty
IFRIC 22 Fereign Currency Trarsacticns an | Advanse
Lorsiderat on

IFES S Foaanoal st nrests andlazz Acationand
measuremert and amendmerts regarding goneral
helye accountirg

IFR= 15 Revenue fromcontrastc with cus 1mers,
IFFC 1£

IFRIC 23

1anuary 20l

1 .anuarg CC1E
1lanuary 271g

| eases 1 Tanuary 2 19

Lmcerte ity over Iroon e Tas Treatment. 1.anuargculy

IFRS 15 Revenue frorm contiacts with customers ntroduces new accountirg
principles for revenue recognition for all types of sales of goods of setvices 1tis
effective tor the year ending 31 Decemnber 2018 and as o result the Group will
adopt IFRS 15 0 both theaintenm and annual 2018 hnancial statermnents [FRS 15
prowides a single princples-based S step moded to be applied to all sales
comtracts based on the transfer of control of goods and services ta custamer s
and 1eplaces the separate mcdels for qoods senaces and constiacnon cantracts
curtently included in LAS 11 Construction Contrac ts and [AS 18 Revenue

Based onthie Gloup's assessment the hey areds of udgemo mt expected on inimal

adoption of IFRS 15 are mrelation to the trmng of revenue tecogniiion for servaces
prontded The Gronp continues 1o assess the wmpact the new standard will have on
the Groug s future inanoially repcried pestion and performance

IFRS 4 Findne lal instrurnentys 1 effedtive for the year ending 31 Decemboer 20la
anrlwall surphify the lassiication of finan. iat assels ful medsurenient purpuses
Theimplementanion of IFRs - will not have a sigrficant wnpact on theealts of
the Group
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IFRS 16 Leases'1s effective for the year ending 31 December 2019 and wuli require
all leases to he recogmsed on the balance shieet Currently 1AS 17 Leases only
Tequires leases cateqonsed as finance leases to be recogrnsed on the balance
sheet with leases categonised as operating leases not recogmised 1 broad tevms
the impact will be to recognise a lease hability and corresponding asset for the
operating lease commitrments set out in Note 31

Accounting policies

Income Statement

Revenue

Reveriue 15 eastired at the faun value of the consideration receved or recevable
and represents arnounts recetvable for goods and services provided in the normal
course of business net of discounts value added tax and other sales related taxes

Revenue is recognised in the penod when the service or supply s provided The
soutces of revenue are

a Mantenance contracts, membership and other tees —revenue 1s tecognised
on a straight line basis aver the penod to which the fee relates

b Admssion fees — revenue 1s recogmsed at the time of adrmission to trading

¢ Cleanng feeincome and rebates together with other fee mcome and net
settlernent tees are recogmised on a transaction by transaction basis or m
cases where thete 15 a fixed annual fee monthly in arrears i accordance
with the Group s fee scales

d Royalties —revenue 15 recoqnised at the date at which they are earned or
rneasurable with certainty

e IT products —where there 1« na significant service obligation the revenue s
recogmsed upon delivery and acceptance of the software o1 hardware by the
CUStOMMEer 1N other cucumstances Tevenue 1$ Tecogrised on provision of
cuntracted services

f 1T soluhans —where software 15 sold requiring significant madification
integranon of custarmsation the consideration s allocated between the
different elements on a far value basis Revenue 1stecogmsed using a
percentage of completion method The stage of completion s determined by
eference 1o the costs incurred to date as a proportion of the total estrmated
costs or the services performed to date as a percentage of total setvices to be
performed

g Software and Licence tees —revenue 15 1ecogmsed when the performance
undet the contract has occurred and the revenue has been earned, and

hi - Other — all cther revenue s recogmsed 1 the month in which the service s
provided The Borsa ltahana Group defers some of the income recewed from
cash trading and FTSE MIB futures trading and cleasing This deferral resutts in
revenues being recogmised at the average price of transactions forecast for the
full year as pneng levels reduce during the year when inciemental volume
targels are achieved

Net treasury income

Income recogmsed through the CCP cleanng business includes net treasury
income earned on maigin and default funds held as nart of the nsk management
process and1s shawn separately fiom the Group revenues Net iredsury ncome s
the result of nterest earned on cash assets lodged with the clearing house ess
interest paid to the members on ther mtial margin and default fund
contributions Net treasury income 1s shown separately on the face of the income
staternent to distinguish this inceme stream from revenues ansing from the
Group s other actaities and provides the 1eader with a greater understanding of
the operating activities of the Graup Where negative mterest rates apply the
Group recogmises interest paid on cash assets as a net treasury expense and
interest receved on cléaning member s margin as net treasuty NCorme

Cost of sales

Cost of sales comprises data and heence fees, data feed costs expenses incurred
inrespect of revenue shate arrangements and costs incuned in the MillenmumIT
business that are directly attnbutable to the construction and delivery of
custormers goods or services and any other costs inked and directly mcurred to
generate revenues and provide services to customers
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Revenue share expenses presented within cast of sales relate to arrangements
with customers where the revenue share payment 15 not lrmited to the amount
of revenues recevable from the spertfic custoner

Non-underlying items

iterms of iIncome and expense that are matenal by size andror nature and are
not corsidered 1o be incurred in the normal course of business are classified as
non-underlymg iterms on the face of the income stalerment within thew relevant
category The separate eporhing of these items together with amortisation of
purchased ntangible assets helps give an mdication of the Group s sustainable
performance MNen underlying tterns are disclosed n Note /

Pension costs

The Group operates defined benefit and defined contribution pension schemes
For the defined benefit schermes the service cost representing benehts accruing
Lo ermployees is included as an operating expense The intelest cost and expected
returm on plan assets s calculated by applyng the discount rate to the net defined
benefit labilty o1 asset at the start of each annual reporting period Actuarial
gamns and losses ansing from expenence adjustments changes in actuanial '
assumptians of ditferences between actuat and expected 16111 NS 0N 355815 are
recogrised at each pertod end net of taxn the statement of cornprehensive
ncome The net asset of lability recogrised on the balance sheet comprises Lhe
ifference between the present value of pension obligations and the fa value of
scheme assets For defined contribution schemes the expenseis charged to the
Income statement as ncurted

Share-based compensation

The Group operates a numher of equity settled share-based compensation plans
tor employees The chatge to the income statement 15 deterrmined by the: fan
value of the options granted o shares awarded at the date of grant and recognised
over the relevant vesting period

Foveign currencies

The consoldated financial statements are presented in Sterling which 1s the
Compdny s presentation and functional currency Foréign curency transactions
ate converted nto the functional curtency using the 1ate ruling at the date of the
transaction Foreign exchange gams or losses resulning from the settlement of
such transactions and from the translation at year-end vates of monetary assets
and habilines denorrimated n foreign currencies are recogmised i the incorme
statement Translation differences onnon menetary tems such as equities
held at fawr value through profit or loss are reported as part of theur fan value
gain o1 loss Fxcephons to this are where the non-monetary ittemns form part

of the net investment 1n a foreign operation ot are designated as hedges of a

net mvestment of as cash flow hedges Such exchange differences are intially
recogmsed 1 eguity

The1esults and financial posiion of all Group entities that have a functional
currency different from the presentation cunency are converted into the
presentahon currency as foliows

a assers and labilities including goodwitl purchased intangible assets and fau
value adjustments are converted at the closing batance sheet rate

b income and expenses are translated and recorded i the \ncame statement
at the rate prevailing at the date of the transactien and

¢ allresulting exchange differences are recogrised &s a sepaiate component
of equity

On consohdation exchange differences ansing trom the translation of the net
investment in foreign operations and of bortowing and other currency
nstrurnents designated as hedges of suchnvestmients are taken to shareholders
equity When a foreign operation s partially dispesed of ot sold exchange
differences that were recorded in equity are recogmsed in the income staterment
as parl of the gain or 1058 on sale

Finance income and expense

finance income and expense compnse interest earned on cash deposited with
fAnancial counterparties and interest paid on bortowings which reflect the agreed
maarkel-based of contiactual rate for each transaction undertaken duning the
financial penad and calculated using the effective mterest rate method
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Group financial statements Notes to the financial statements

In conditions where negative interest rates apply the Group recognises interest
patd on cash deposits as anexpense and interest rec ewed on habuities as income

Recurning lees and charges levied on caommitted bank facilities the cash
management transactions and the pagrment services provided by the Group's
hanks are charged to the mcome staterment as accrued Credit facility
arrangement fees arg captahsed and then amortised back te the mcome
staternent over the termm of the facihly subject to projected utilisation Fees and
charges are included within cther inance costs

rai value gains and losses on financial nstruments include the movement 1o the
imarket valuatwons of denvative instrurments held as far value hedges

Balance Sheet

Property, plant and equipment

Property plant and equiprient are included 1in the financial statements af cost
less accurmnulated depreciation and any provision for impaument

Land 1s not depreniated Freehold bulidings fixed plant and plant and eguipment
are deprectated to residudl value on a straight line basis uver the estimated useful
economic lives of the assets which are as follows

a Freehold bunldings - 30 to 50 years
b Fixedplant  3to 20 gears and

¢ Plant and equipment - 3to 15 years

Leaschold properties and raprovernents are wicluded at cost and depreciated to
1esidual value over the shorter of the periad of the lease or the useful econormc life
of the asset

Investment in associates

An associate s a company over which the Group has signihicant infiuence
Sigmiicant Influence s the power to participate in the financial and operating policy
decisions of the company but 1 not contral nov jomt control over those pohcies

The Group s Investments 1n assonates are accounted for usng the equity method

The Commpany ducounts for s Inestments n associates dat cost less any
Irpatrments recogrised through the ncome statement

Leases

Ledses inwhich a sianticant porbion of the nisks and rewards of ownership are
retained by the lessor are classified as aperating leases Payments made under
nperating leases are charged to the income staternent on a straight ine basts

L ease Incentives are spread over the term of the lease

The Group leases certan plant and equipment and icences where the Gloup has
substantially alt the risks and rewards of ownership These are classihed as finance
leases Finance leases are capitahsed at the ledase s commencement at Lhe lower
of the far value of the leased poperty and the present value of the rmmmum
lease payments

Lach lease payment 1s apportioned between the inance charae and the habiity
50 as to achieve a constant interest tate on the inance balance outstanding Plant
and equipment ac guned under inance leases 15 depreciated over the shotter of
the nseful ite of the asset and the lease terrm

Intangible assets

Goodwill s mihally measured ot coat being the excess of the aggreqate of the
consideration fransferred and the amount recognised for nen controlling
mterests and any previgus interest beld over the net wentifiable assets acquired
and hatihnes gssumed 1F the fau ,alue of the net assets acgquined 16 ex ess of
the aggregate considoration transkerted the Gronpre assesses whetheni has
conrectly identified all of the awsets acqured and all of the libiities assurmed and
teviews the procedures used to measure the armourts Lo be racognised at the
acquisttion date I the teassesstaent still tesults n an excess of the fan value of
net gssets acquited Hver the ataregate consideration transfenedd then the gainas
tecoqnined i profit or i
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on the acquisition of a business fair values are attnbuted to the assets and
habites acquired These may include brand names customer and supplios
relatiamships software leences and ntelectual property all of whch are recarded
as intangible assets and held at cost less accumulated amortisation These assets
are amortised on a straight ine basis over thei useful econormic hves which are as
fallows

a  Customer and supplier telationships — 2 10 25 years (matenal assets are
amortised over a hfe exceeding 15 yearsl

b Brand names— 10 to 25 years imatenal assets ate amaortised over a lfe of
25 yearst, and

c  Software licences and intellectual preperty - 2 to 25 years (the majonty of
rmatenal assets are arortised over 3 e not exceeding 5 years)

The usefut econommic ives are based on management s hest estimates such as
attrnition rates on custormer relationships product upgrade cycles for software and
technology assets market participant perspective for brands and pace of change
of reguianion for business

Third party softwate costs for the developrment and implementation of systerns
which enhance the seraces provided by the Group are caprtalised and amortised
over therr estimated useful econormic lives of 3to 5 years

Internal product development expenditure 1s capitalised f the costs can be
tellably measured the product of process s techmcally and cornmercially
feasible future sconomie benefits are piobable and the Group has sufficient
respurces to cormplete the development and to use o1 sell the asset The assets e
recorded al cost including labour directly attnbutable costs and any thnd party
expenses and amortised over the useful economic hves of 3ta 7 yedrs

Intangible assets are assessed for any indicators of impairment at each balance
sheet date Where mdicators of impatrment for a particular intangible asset dre
dentified a full impaument assessment 1s performed with anyg durinution in vahie
recogmsed in the ncome statement For assets with an indehinite useful ife a full
impairment assessment 15 perfor med annually When performing any mparrment
assessmient n addimion to considening matters particular to the relevant Group
business area managerment e aluates the overall value of the asset from the
perspective of a market participant Accardingly any reduction in value recorded
represents the Group s view of the market fair value of the intangible asset

Current and non-current classification

Current assets inciude assets held primarily for trading purposes cash and cash
equivalents and assets expe ted to be reahsed within 1 year from the repomting
date or intended for trade or cansurnption and realised inthe course of the
Group s operating cycle Al other assets ate classified as non current assets

Current ilabilities include liamhties held primanly for trading purposes labiities
expected to be settled in the course of the Group s operating cycle and those
habilities due within 1 year from the reporting date All ather hatilities are
classified as non current habibes

Cuyrent and deferred taxation

The current ng orme tax Chargens calculated on the basis of the tax laws enacted
or substantvelyy enacted at the balance sheet date in the countnes where the
Cormpany and its subsicdhanies operate and genesate taxable ncome

Full provision s made using the habity methad for temporary differences
anang between the tax bases of assets and abihties and ther carrying annunts
N the finanoal statements Deferted taxation 15 determined using tax rates that
are substantively enacted at the halance sheet date and are expected te apply
when the asset v realised o lability settled Deferred lax dssets ate recoginsed 10
thecxdent i1 probable that thed w il be recuverable agamst futuse taxable profits

Financial assets and habilines

Financial assets and liabilities {non-CCP businesses)

Lhe GrougsdJassifies ts inar al assets i the followinog categones at fair vatue
through prodi on loss availabile for saleo bans andrecevables The classihcanan
uf the Groupr s fimancial assets depends on the purese for which the inangal
assets were acguired Managerment deterrngs the classineation of its fancdl
destbs dt imtial recogrition

117



o Fmannal essets at far value thiough pofit orioss

Financial assets at faw value threugh profit of loss include Ainancal assets held for
hquidity purposes that arg yihally recogmsed at far value and any subsequent
changes in far value are recognised dwectly in the income statement These
assets are hinancial instruments not designated as hedges

b Available for sate financial assets

Investments {other than term deposits and interests i joint ventures assoriates
and subsidiary comparnies) are designated as available for sale and are recorded
on trade date at far value plus transaction costs with subsequent changes in fair
value tecogrsed in equity Curndlative fam value gains or 105965 on an asset are
recucled through the income statement when the asset 15 derecognised Assets
such as shares in clearing and payment transmission operations and long-term
equity tnvestments that do not qualfy as associates or jont ventures are usually
classified as avadable for sale

L Loans andiecewables

Loans and recewvables are non-derwative hnancial assets with hixed or
determinable payments that are not quoted in an active market and compnse
trade and othet recewvables and cash and cash equivalents They are incliided in
current assets except for those with matunties greater than 12 months after the
balance sheet date which are classihed as non-current assets

Finannal assets are derecognised when the nght to recewe cash-flows fram the
assets has expied ol has been transferred and the Group has transferred
substantially all of the ks and rewards of ownership

d tinancial iabides

Financial labiities are classifiied at imtial recogmtion as either inanoal labibties
at faur value through profit or loss o financial hakltees at amontised cost Financial
liabiities at fa value through profit and 1oss include CCP inancial labilities (see
belowi and other non current habilinies Finanaial habiities at amortised cost
include trade and other payables bortowings and provisions

Subsequent tonmal recogrition financial habalities at amoertised cost are measured
using the effective interest 1ate method with gans and losses recogmsed in finance
income and expense 1espectively Financial hablities are derecogmsed when the
obiigation under the hatlity 1s discharged cancelled o1 exprres

Financial assets and liabilities of the central counterparty (CCP) and
clearing businesses

The Group has adopted the settlement date as the reference date for recogmsing
fAnancial assets and hatnithies 10 the COP businesses

a Denwvatwe o1 equity bading assets ond labihities

These transactions are initiaily recorded at fag value and are subsequently
marked to market every day with the moverment recagmsed i the income
staterment Stnce the asset and hability positions of the CCP are matched the
same armaunt s recorded for bath the gssets and habittes and no net farr value
gains or 1osses are recognised 1 the income statement

h Fepurohase transar tins fepos rading assets and nahiities

These balances represent repurchase transactions (reposj novated by clearing
membeis to the Group s clearing and guarantee service Theyrepresent the value
of transactions ateady setlled spot and not yet settled at terrn These transactions
are all imitially recogmsed at fau value and are eithet revaiued through profit o loss
at fair value or are subsequently measured at amortsed cost depending on the
terms anad conditions set out the Rulebook of the COP business

¢ (he tecenablos from and payables to cleaning membets and default funds
These comprise accounts recevable and payable dervang from the trading
actmaties of clearing members They matnly represent armounts to be recewed ol
paidin relation tomitial and vanation margin calls option preémums secunities as
collateral and default fund contributions and are imtially recorded at faw value
They are generally settled onthe next day and accordingly are not discounted
back to current value
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4 Other fimanoual assels at farollas

These represent bond secunties in which the COPs invest to hold ther significant
asset balances securely These are mitially recogmsed at far value and are
subsequently marked to market Sorme bonds are treated as fan value thiough the
profit o1 loss and some are treated as faw value through equity The classification
of each bond depends on the INvestment intention wher the bond 15 acquired

& Cash and cash equivalents restricted.

These include amounts recewved from clearing members to cover inttial and
vanation margins and default fund contributions that are not Invested in bonds
and are deposited with banks, ncluding central banks Such amounts are initially
recognised at fair value and are subsequently recagnised at amortised cost using
the effective interest method

Financal assets and labilities are offset and the net amount reparted in the
balance sheet when there s a legally enforceable nght to oftset the recognised
amounts and there 1s an intention to settle on a net basis of realise the asset and
settle the habilty simualtanecusly

Fair value rmeasurement
£l assets and habmines for which fair value 1s measured are categonised wathin the
far value merarchy which 1s descnbed in detailin Note 13

For assets and habities that are recogmsed at faw value on atecurning basts the
Group detetrmnes whether transfers have occurred between levels in the hierarchy
by re assessing categarisation at each balance sheet date

Derivative financial instruments and hedging activities

Detvalives ae imtialiy recognised at farr value on the date a derwatve contract ©&
enteted 1nto and are subsequently re measured at thew fau value at each balance
sheet date The rethad of recogmising the tesulting gain or loss depends on
whether or not the derwatwe s designated as a hedging instrument andf so the
nature of the tem being hedged

The Group apphes fan value hedge accounting for hedgung nterest rate sk
onbormowings Any gatn of 1oss 1s recogrised 0 the income staterment within
finance expense

The Group designates as cash flow hedges both forelgn currency dervatives and
hedges of interest 1ate movernenits assoctated with highly probable forecast
transactions Any gamn o loss on the hedging instrument relating to the effective
portion of the hedge 15 recognised in equity

The Group hedges a propartion of its net investrment i its ltahan companes by
designating Euro bormowings as a net mvestrnent hedge

In order to quahfy for hedge accounting a transaction must meet stnct cntena
as tegards documentahion effectiveness probabihty of occurrence and reliabiity
of measarement The Group decuments a1 the incephion of the transaction the
relationshup between hedging mstruments and hedged iterns as well as s

nsk managerment objectives and strategy for undertaking vanous hedging
amactions Lftectiveness testing1s conducted at each reporting date and at the
commencement and conclusien of any hedge in order to verify that the hedge
continues to satisfy all the cntena for hedge accounting to be mantained The
netfective portion 15 secogrised in the income staternent within iinance costs

Amotints accumulated in equity are recycled 1n the income statement in the
penod when the hedged item affects proht o1 loss ifor example, when the forecast
transaction that 15 hedged takes place) When a hedging tnstrument expues or 15
sold or when a hedge nolonger meets the critena for hedge accounting any
curnulabive gain or 1oss exishing in equity at that time remains in equtty and s
recogmsed when the forecast fransaction s ultimately recogmised in the income
staternent When a forecast transaction 15 no longer expected to occur the
curnulabive gan or 1058 that was reported in equity 1s immechately transferred to
the income staternent
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commitments to purchase non-controlling interests

Where the Group has granted put options to non-contiolhng interest sharcholaers
these are tieated as lahilities as the Group has no control over whether these
options are exercised o not The amounts due are recogmsed at far value and are
revalued on each balance sheet date when the liatility 15 rec ogmsed imtially the
redemnption amount 1s reclassified from non-contiolling interests The changes in
the fair vatue of the hatlity are recognised in the income staternent Changes in
the measurernent of the lability that de not change the relative interests in the
subsidiary company that are held by the patent and the non-rontroling interest
shareholder and therefore are not equity transactions

Trade and other receivables

Trade recewablas are non-interest bearing and are imtially recogmeed at then

fair value, which 15 usually the ongmal nvoiced amount less any provisions for
mpanment A provision for impaurment of trade recewables 1s established when
there 15 objective evidence that the Group will net be able to collect all amnunts
due according to the onginal lerms of the recervables Sigmificant financial
difficulties of the debtor probability that the debtor will enter bankruptey or will
he subject to a iinancal resrganisation o default on of be delinguernt on 1ts
payment obligations are cansidered indicators that the trade 1ecenable s
impared The amount of the provision 15 the difference between the asset s
carrying amount and the present value of the portion deermed recoverable The
carying armount of the asset 1s reduced thiaugh the use of an allowance account
and the amount of the loss 15 recognised in the income statement Subsequent
Tecovenes af amounts previously witten off are credited 1n the income statement
Other receivables are rutialy recogmsed at far watue and subsequently measurecd
at amortised cost

Cash and cash equivalents

Cash and rash equivalents comprise rash at hdnk short-term deposits and
investments i money market funds and other instruments and structures that
are readily convertible to known amounts of cash and are subject toinsignificant
sk of Lhanyges i value

Assets and liabitities held for sale

Assets and liabihties are classified ds assets held for sale when ther carrging
armount 15 to be recavered nnincimall through a sake transactien and a wale 15
cansidered tighly probable They are stated at the lower of carnying armount

and fair value less costs (o sell

Bortowings

Borrowings are imtially recorded ar the fair value of amounts received net of direct
1sste costs and transdction costs fincluding upfront facility feest Subseqguently
these iablities are carred at amortieed cost and interestis charged to the
wncome staterment over the pentod of the borrowings using the effective nterest
rate method Similarly direct 1ssue costs and transaction costs (including upfront
facility tees) arc charged to the ncome staternent over the peniod of the
borropwings using the effective interest rate method

Preference shaves

Preference shares or components of preference shares are rlassthed onimital
recogmton as & finanaal hahbibty of equity based on the terme of the contract
They are classihed as a finanaal hahilty f the terms impose a contractual
obligation 1o dehver Cash

Provisions

A provision s tecognised whete there 1s a present obligation whether legal o
constiuctive as aresult of a past event for wincht s prohahle that a transfer of
econormic henefits will be veguned o settle the obhiganen and a 1ebable estirmate
can be made of the amount of the obhigaton

The amount recogimsed as a provision shall be the present yalue of the best
estimate of the expenditine 1equired to settle the present obhgation at thesend of
theteporting penod 16 the present value of the amount that the Group would
rationally pay tresettle the obligation at the balance sheet dateor to transfer it o a
thirl party

Annual Repott December 2017

Property provisions ale made in the financial statements at the lower of the
cost of flfiling lease commuitrrients for property space surplus to business
teguirernents atter taking into accountincarme frorm sub-letting and dny
compensation of penalties ansing from failure to fUlhl the iease comimitments

All provisions are discounted where the time value of money 1s considered
material When discounting 1s used the increase in the provision due to the
passage of ttme 15 recognised as a inance expense

Equity and related items

share capital

The share capital of the Companyineludes balances relating to the Companiy s
ordinary equity shares owr shares held by the Employjec Bencht Trust and
treasury shares held by the Company

when the Company 1ssues new shares to the Employee Beneht Trusl at par the
shate capital of the Company 15 increased by the par value of these own shares
and a conresponding deduction or debit 15 recorded to the employee share
scherme reserves within retained earmings

From time fo time the Company may alsa 155ue new shares to the Employee
Beneht Trust to satisfy vesting of specihc employee share schemes These shares
may be 1ssued at a subscription pnice above par vatue reflecting the aption cost
payable by the participant in the employee share scheme [nsuch instances the
share capital of the Company 16 increased by the par value of these own shares
and the difference hetween the subs ription price and the par vatue of the own
share s recorded inshare prermum A corresponding deducnion or debit s
recogrised in the ermployee shate scheme reserves within retained earmings

Shares ieacquired by the Company from the open market as part of share
buyback prograrnmes are referred to as treasuly shares and are held by the
Company The consideration payable s deduc ted from retained earnings

The pan value of the treasury shares 15 then recorded as a transfer from the
Companiy s ordmaryg equity shares to treasury shares within share capital

Mo gan ar loss 15 1ecoynsed by Lhe Company i the ncorne statement on the
purchase sale 1ssue or cancellation of the Company s awn shares hield by the
Employes Benefit Trust and treasury shares

Dividend distributions

Dwidend distnibutions to the Company s equity holders are recogmsed ds a
lhabiity n the Group hinancal statements in the peniod i which the duwadends are
approved by the Company s shareholders The Group miaintaims a sustanable
pragressive dvadend palicy The interim deadend wall generally be payable cach
Lear s september and final diadend in May The Group s dividend policy
deterrmnes that the intenim deadend 15 calculated as one third of the prion full
year dwadend



2. Financial risk management
The Group seeks to pretect tts finanaial perforrmance and the value of s business from exposure to capital credit, concentration country liquidity, settlerent custadial
and market (including foreign exchange cash flow and fan value interest rate) risks

The Group s hnancial sk managerment approach 1s not speculative and adaepts a3 ines of defence model It1s performed hoth at a Group level where the treasury
functiondentifies, evaluates and hedges financial risks fram a Group perspective and also locally where operating uniis manage thetr regulatory and operatianal nsks
This mcludes clearing operaiions at the Group s COPS (@t LOH Group and CC &) that adhere to local regulation and operate under approved sk and rvestment policies

The Group Chief Risk OfRcer s team provides assurance that the gavernanre and operational controls are effective to manage 1tsks within the Board approved nisk
appetite, supporting a robust Group 1isk management framework The Financial Risk Committee, a sub-commuttee of the Group Executive Committee and chared by
the Chief Financial Officer meets monthly to oversee the consolidated hnancal risks of the Group Inaddiien the Treasury Commmttes a sub-committee of the
Finarcial Risk Cornmttee twhich 1s also chared by the Chief Financial Ofheer) meets requiarly to monttor the managernent of and controls atound forewgn exchange
Interest rate credit and concentration nsks and the nvestment of excess liquidity 10 addition tots aversight of the Group s funding arrangerments Both committees
provide the Group < semor management with assurance that the treasury and risk operations are performed n accordance with Croup Board approved policies and
procedutes Regular updates ona range of keu critena as well as new developments are provided through the Enterprise-wide Risk Management Framework to the
Group Risk Commuittee See ‘Risk Management Oversight' on pages 42 to 45 for further detail on the Group s nisk framework

On 23 June 2016 the UK voted toextt the EU The UK comparies within the Group as mermbers of the EU of furopean Econormc Atea (EEA) Tely on a number of nghts
that are available to them ta conduct business with other LU o EEA members This ncludes withaut imitation the nght for UK CCPs to offer clearing services to £U
regulated firms under EMIR, and the nght for UK trading venue< to offer services ta members in the EU or EEA The Group comparies have analysed the potential
wnpacts and considered contingency plans that they may choose to execute should these ghts Aot be repiaced by nghits that persist outside EU membership

Capital nsk

Risk description

Tne Group 1~ proftable and strongly cash
generative and its capiial base comonses eguity
and debt capitas

However the Group “ecogrises the nisk that its
entities may not mantam sufhoient capieal 1o
meet ther obligatrons or they may make
1mvestments that fail to genatate a pasiing or
value enhancing retain

The Group cempnises tequiated dand unregulated
entities It conswlers that

— McTeases 1 the capital requirements of it~
regulated compames or

- negative Lields on tsinvestrnents of cask or

— a starcity of aebt or equity 1dniven by its own
performance or financial market condibions

either separately o” in combinatian a-e the
phncipal nsks to managing its capital

120

Risk management approach B _ _

The GrouL fucuses apan = overall tost of capital as it seeks wimn the scope of 1S nisk appetite 1z provide
superor retarrs 1o ts shareholders tulfil its 201 ganans to the elevart regulatory authonties and other
srakehalders and ensure that it 18 ot overly dependen upcn short anc meduen et m debt tnat mignt nut pe
availatle at rerowal Maintainmg the flexibil by toarv=st for growth1s ¢ key capital managemnerit
consideratinr

The Groap . an mangge 1te capital structure and react ta changes neconomc conditians by varying returms to
sharenalders 12suing new shares or mceas ng or seducing borrowings The Beard reviews dividend pohcy ana
funding capac ity on o 1eQular bass and the Group mantains comfortable levels of debt facil ty headraor A
surrTriary of the Groap s capital structare s presented Helow

Book value of capital 31 December 31 Decernber

2017 2016

o R . _ _ __£&m __Em

Groun consclidated equity exiluding non contro'ling interasts _ : 3,227 3196
Group consohdated debt 1,953 116€

whilst the Company < unregulated the regulated entities within the Group momtst Comphance with the
capital requirernents set by thetr respective “ompetent authanities and the terms of reference of the imancial
Risk Caommittee ncludes oversight o7 the Greup's Capital Management Fohey The Capital Managerment Folity
seeks to ensure that camphiance with local regulations s mamtained and that theres a robust esaluanan
undertaken by the Graup s Ivectment Cormattee 5f the impact of new inves ments across the Lroup omits
capital positian Hegulated entit es within the Group have 1o date pregorminantly (ssu=d eguity and held cash
to satisty then local regulatory capital reguirements

we believe that capita' held by Group companies s sufhcient to comnfortakbly suppor! current Tegu'atoru
frarmewortks The level of amo.uants set aside by the Group for these purposes rema ns subject to on-going
review with requiatcrs particularly n Europe A suramary of the Group's *egulatoru and aperatioral capital
15 shown helow

Regulatory and gperational capital 31 December 31 December

2017 2016

o _ o _ _— . __Em £m
Total regalatury and operational capital o o L7 Y42
amauit moluded e cash ang cash equualents 1,042 [e13s)

Tt e tetal captal amounts have iIncreased yeal 9n year reflecting strong tash generation at regulated ent ties
anz now inciude cash held by Mante Tl 3= at 31 December 20.7 'nresconse to the new Contral Secunties
mepositonies Regulaton ¢ CSCR') regulatary requirements

To mamtatr the inanuial stiength to acce-s New capita’ at reaschable cost and sustan an mvestment

grade (redit rating the Group momtorsits net leverage rat'c which s operating net debt 11 e net debt after
excluding cash and cash equivalents set aside for regulatory and aperatignal purposes: to proforma adjusted
EBITDA 1Group consehidated earmngs before net finance charges taxahion amparrmeant, deprecianian and
amortisaticn formgn exchange gamns or insses and non-underlying items prorated for acguisitens or
disposals undertaken in the penodi against a target range of 1-2 times The Groug 1< alse »undful of patental
impacts on the key metnics employed by the credit -ating agencies in considenng inrreases to s borrowings

Ac at 31 Decerber 2017 net leverage was 17 times 12016 11 times: but ramaimns well witiin the Group s

target -ange The Group s cormnfortably i comphance withats bank facility rabwe covenants .net leverage
ang terest cover| and these measures do not inhibit the Group < cperations onits Ainancing alans
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Credu and concentration risk

Risk description
The Group s Cred trick relates 1o 4 custo~iers
and countorparties beig ur able te meet therr
chlgativne 1o the Grolp ettherin uart o ful
nclod

—customer recelables

—repagment of mested tex 1300 cach
eyJivalents anc

— settlement ut der vative FRanc 3" instrumerts

I thetr roies as T2 clearers te Franeal matke:
partic'odants the Group s CCPs guarar tee anal
settlement of traraasons 22t qg buyer
tewarcs cach se'ler and as <elier tay aras eazh
Suger They manige sdanctantia Credit risks as
part of *herr operatians 1 luding unrmstched
sk positione taat meght anse B -he defau
uf g pattutr a cleared £7@053000N Far e
infarmztior see Priraipa Risk and Lncettaintis
pages &€ to 55

Netwithatand no regalatiens that tequue 2090 12
mvest tredor mantlun cecured vistrurreent - o
strLctames surh asgovernmert birds ard reverse
repos CCaG and tae L Group SCPs contmue
oe able to mantd nupt S of the - total depos
at cotnmereial banks onanurieiLred bas o

The agh th dotennd forits J05 -t mves, un

ar Jns=ouredvans acwel at b THd 1 S1net
requlatee ane unregulated cpera 3
agreed nvestient oL TS Tha G
comt nae tofare someigs o o -
Jerenaraicr S1 falare ofore o more of it
anser dred mvestment cadnteriafes

20 CPIANe T Zkmag aneEe triugn Groyg
enhities hgvine large nduicua oroomrected
BXRISUres togrouas of CoanterLattie: whose
Tkt oz of gefauit © driven bu comeior
under wing fastore Thisasa sathicylar f-ops o
the nwvestment appr a.hattne Jroup s S0P
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Risk management approach

Group
Credir risk (s governed through pohic es developed at a Crouk eve  Lamits and threshe oo for credit and
Loncertration rick ate ket ander review

GIOJp L CMparies 1.ake a jucgemeant on the credit quaaty of tneir cust e1s based upon the customer s
firanoial poation e e arnng natare of 2hng ang collection arrangerments and hisioncally s low
incidence of default Furthermuote the { rmupoas exncsed to g large number of customers ang =2 concentratim
nsk ¢n s recevacles iz deemed by management as low

Non-CCP entities

Credit nisk of cash and cash eyuivalents 15 manaaec by hmting exposure to cuunterhart e= with credit iating

levies below policy mimmumn tore:halds potentially overaul by o defallt probob bty as-ewnmert Except

where apecithic approvalis arranged toarciedse ths it farcerta'n counterparties a maxireum of £50 millien

rma be rvested far up to 12 marths with cauntersert &5 1ated long term AAA T equivalent: throagh

tea maxiiam €25 il wvatmght with counterpart es rated shott term A= o equnalent. Derwative

rranzacthions and ather treasury, rec-nable ctructures are undertaken or agreed with well capatalived
runterpart < and ate autnor sed hy o sy taloerit the crecit -k underlymg tnees transaciions

CCPs

To addres: market parne.pant and latent matket risk the Srewp s COP: have estal ished firancia safequarces
ana nstsingle nr mult pee wefallis Zlear na membership <elecnon 1 baxes Lhon suderv s 1y Zapital

socnn cal and argamsationa o fena £a- b e nhEr mLsT BaL T s1ame mumputec ang 2ollected at leas

day to fover the exposures ard theeret al otttz wh chthe COP magh - irs Ut in order o J'ose out OLen
ozslttons 1 the event of the member < defaut Marges are caculatec wsimg established and internationally
knowledged -k madels and are debited “rom partizipants acoourtsthrowen etial bank accl aats and s
cummercial Dank pagirent Cgsiens Mommur eve s of ash colleteras srereguired frdran-cask collateral o
vevalaed daly

31 December 31 December

2017 2016

_ _ _ B __ _ tbn £bn
Cleenma nemner< marcin hatihr o (139)
Cooaatera’ secdnty i Zask 773
M2 s 66
MatimLm aggregate matgin hab i for iie year 715_5_)

Cleaniry memeers a scocortnbate o detawt funds managed by the TP Zuarantee the ntesr iy of the
marke s inthe avent o° mulvple cofaults n extreme marke! © riurmistanie- Anourts are getermimes o0 the
Bast- of*he esult- o pericdic stress te-ling £xaTm Ned Ty tne nsk sam mittees of the respactive L7 Ga
Furthermeote ea.t of the Zroup's JOPs remtarces s capatal posinon 1o meet e Mast strinaert relevart
requlatoru recurternerts applicanle 1ot inclading hnlama & mmimuom @ v olnt of dedicated owr resnurc e to
1 unLer ol e protectne credit sk framework in = event of 3 siamfizant market stress event o
participant faldure An enaly~s of he aggregate cleznmc memrer con v bunens o detau ¢ -uwnds across the
COPL S LNOwW ! DEiow

31 Decemnber 31 December

Clearing member contributions to default funds

2017 2016

- B R . _ ~ £bn £bn
Aggregate at goarend L B 16 12
WMaamun darmg the gear 18 1.

I vesmment counteparty Tisk S CCR marg nard detault tund- 5 nanaged by meesting th e casnelerr =t m
et Jment s or crrycturen deermed e uie by the telesant tequlatery Pediem mciading throngh gt
e -t ment< M R akly tates regllyoiu quahiy g covereqn bongs A d supia-natiang, 2est e Jmentsan
te party and b lateral teverse repos rezenang Fogh guality government sec,ritie” as ol aterali and amcertain
Lr zdiction: depastss with the s entra pank The small propon o of cash that s tveste ] arogzatec - na. eg
torwhor daranoos with bighle rate | omuerp arties v hens ston d lemts ate appl od with respec t tacredit

Jrahty  oncentraticn and tenar
31 December 31 December
2017 2016
£bn £bn
“ob Ll rvestmiort portfol é? S
Marimruop ot bo e Juniryg the gaar 95 ml
At ma por-fohiomformastion .
wennhled svetage imvected eoutel 99% ER
Cof1s I marLe "y edl o 70 4

A.nocatzd hpannty ekt are gredes= L themestme o oansd Jon ed Turthor e

Teoaddres o erteot ek the S oA vdieeaseq port e aal by oo ad wantnient
dusrs auraadid ge bons odian A et and ctlemont gkt and Lacnt Thesargect oo =ntratin
e oL e cunaes a4l L b Lo 7w r, A7 of et ta e e o 1ty [AECN S P T
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Country nsk

Risk description

Distress car tesult from the nsk that certam
governments nay be unable or findat difficalt t2
service their debts This cowd have adverse
offects pathcularly on the Groups CIPs
potentially impacting cleared products margin
collateral investments the clearing membersip
and the financral industry as a whale

Liguidity, settlement and custodial nsk

Risk management approach . o

specifi nisk framewcrss manage coLnity sk o1 both feed inceme dlearing and margrs o shateras and all
c.eaning members are momtcred reguatly agarst a swite of soverergn stress scenanos Investment muts and
counterparty and clearing membersmp meritoring are sensitive to CYanges Inrahngs and other finanaal
market ndicators o ehsure tha Group's TCP: are able to measure momitor and ritgate exposdres to
soverergn risk and respond qaickly to anticpated thanges Rusk Committees maintan ar ongoing watch over
these nsks and the asspaiated policy framewarks ta protect the Greup agairst potentially severe vslatility in
the soverzign debt markets

The Grouf: & savereigh exposures ot €1 b1han or mare at the erd of ether of the finantiar reperting penouds
shown Delow are

Group Aggregate Sovereign Treasury Exposures _ o 2017 2016
Country o _ _ _ ___ Ebn £bn
France 2 e
USA 12 14
Netharlangs 7 €
LK 3 o
Itawy 3 1.
Switzerland 1 1
Spain o ) - 2

Risk description o

The Graup s aperaticns gre exposed to liquiaty
nsk 1o the extent that they are unable to meet
ther gailu payment chhgaticns

Inaddwion the Groap's TUPs and certain other
substdiary companies are required t mawntar a
level cf hguidity 1consistent with requlateri,
Teguirement s to ensure the smozth cparation of
ther respective markets and foomamtain
opeérations in the event of a single or multiple
mdrket stress event ar member failute This
wncludes the putential requiremnent to hgquidate tne
position of a clearing member under a default
scenario incluging covering the azenciated lo-ses
ang the settlement obhigations of the defaurting
member

The Group 1= exposed 1o the Tisk that a paument o1
settlement bank could faul or that ite systems
encounter operatignal 1ssues creating hguiditn
pressures ana the nisk of possible defaults an
paymen: of recendable abligations

Trne Group uses third party custodians te hald
sedunties and 1s therefore exposed tothe
custodian's msalvency s negqhgence a misuse cf
assets or poor adimanstration

Risk management approach o _ _ _ .
The combned Group husinesses are prafitable yenerate strong tree cash flow and vperati s are not
signhicantyy impacted by seascral vanatiars The Groud mamtains safficient hguwd resounes to meet

s financial ubligatinnes as they fall dae and tonvest e caperal expendiure make anadend | aymerts

meet 1L PENSION COMPUIMEnts SUPPITE dZgquishions 07 1epay borrowings With the exception of regulatory
con-tramis ymnacting certamn entihies funds 2an generally ne lent across the Grouwp and cash earmimgs
remmitted throuyh didend payments This (s an tmpertant corponent of the Graup Treasury cash
management pihicy and aporoach

Management momitors fiaecaste of the Crgup” casn flow and overlays senaitivit £9 1o these fotecasts v
ref ect assumaticn abnut more dif it ult mar<e” conoition; or stress events

Treasury policy requires that the Groap maimtams adequate fredit laoliies provided By a dverahed wending
group to cover its expected funding requitements and ensure o Muntmurm level of headraor frr at teast tne
next 24 months The financal strength of lenders to the Group 15 momtored reguiarly Tunng the year ended
31 December 2017 the LCH Graup €204 milnee 2raferred Secunties were redeemed in Full utibsing the Group's
cormmtren «redit facilines tagether with avauabile cash and cash equwalents imaddition the Group outn
plate g new S year $H0C milhon committed revalving credit facility to replace a matunng facihity of

the same amount and sssued €1 billion of semor nates due 10 2024 and 2025 matenally extending 1ts debt
maturdy profie I has also recently established a £1 bilhon eurs commercial paper programmie to further
broader ity sources of hguiditu the prograr me was anutiised at *he end cf the iiranaial uear At 21
Decemaer 2017 €679 mulion 2016 €7 33 mullen of the Group = fanihities were unutilised

The Grous's {OPs mamtan sutfoent cash ard cash eguivalents and 1 certamunsdiction. hase accecs

tc cen:tal pank iefinancing or commercial pank hguidity support credit hnes to meet the cash requitermients
of the clearing and settlement cucle Rewvised regulatiors reguire CCP s to ensute that approonate levels of
batk up igudity are in place to underpin the dunamics of a largely secured tash investment reguirement
ensuring that the maximum potential outficw under oxtieme marke' conditions 1s covered ~ee Credu anc
concenration nisk sect.on above; The Group s COPs moniter thelr hquidity needs daily under normal and
stressed market condition«

Whive possihle the Group emplous gadranteec delivery versus payment <ettlernent technigues and manages
CCF margan and default fund fluws trough centrarbank or long established bespoke commeraial bank
settlement rmechamsms Manes due from tlearing reembers remain the clearing memhers ubihty if the
pagment agent s unable te effect the appragsniate trancfer 1 addiion cettart Group ~amparies indudimg
the CCFs maintam wperativnal facilitie witn ronvrercia banks te manage rtraday and overmght hquidity

Zustadars are sabrect to mimmum ehginlity reguirerrenits onguing credit assessment robust contracrual
arrangemients and are required to have appropriate back-up contingency arrangements - place

The tahle below analyses the Greut s inanoal labilites into relevant matunity groupings besed on the
remaming penod frem the halance sheet date to the contractual maturity date The amaounts disclosed nthe
table reflect the contrastual undiscounted casn flows The horrowings line ncludes future interest un debt
thas s not avcrued forn relation to bonds which are not yet due

At 31 December 2017
ﬁrowmqs
Trade and arher pauables

CCP habilitie-

Denvative financial instruments
Sther non current habiities

Less than Between 1 Between 2 Over
1 year and 2 years and 5 years S years Total
,¥ . — o fw __  fm @ __Em __ m_ ____fEm
356 299 364 951 2,170
471 - - - 471
734,981 - - - 734,981
- 29 - - 2%
_ B T SN, -
B 736,008 362 376 954 737,700
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Liguuttty, settlement and custodial nsk . onpn-ied

At 31 December 2016 Less than Between 1 Between 2 Over
1 year and 2 years and 5 years 5 years Total
R B £m £m fm _im £m
Borrow ngs £54 37 £ 14 1243
Trade and otrer payables 475 - - - 474
ZCP amihties 551 47y - - - 558 47k
Dettvati e finane as cstruments 13 - 13
Grher nor-curtent tabdities - & 12 8 jaid
o ERL AT FEa 2z SO0 20s
Market risk - Foreign Exchange
Risk description Risk management approach )
The Group cperates oomanly inthe UK Eutnpe The GraJp seehs to match the Zurrers g of ds deat iabmties @ the cuereney of itz garmings and cash flows
a7 North Amer ca bur als: has growirgand which %o ar extert balances the carrency of 1ts ascets with ts labities It arder snam tigate the ampact of
strategicdlly, imoartant basiresses 'n Asia and Lnfacurable o arrency excl ange ~iovemants on &drring- and net assets on-Sterhn g rasn eairigs ave
orher zlliances and vvestments acrost the globe rentralised and apphed to migtching currency debt and nrerest payn ents and whers relevart irterest
Its prircipal carrencies of ~perztine are Steriing payments an Sterhng debt re-denomimaraed through rhe use nf cross-r Jrrency swaps
cure 2nd Jb Dallars
Apraperien of the Croup z getit e e d mer swepredirio Earsanc U- Dellas
With ~he exe aption af Mhllerniera T 3 S L2nkan
RUDBE TBD™ 1IN & eNfity WLl volgs a mater 3, Currency of debt 31 December 31 December
CICpoThic o s revenues in US Dollars and 2(:__: zazlri
Zertam operations of *ne LCH Graap 1a Eutn - — - - — - — — - e
reartirg subsidiary whob genersie nat-nigl Eure dennimmnated d-aw 1 deot _ _ ___ 2 2
“evaneas 1 Sterang and US Ddlars and mickr ELmo dermmimated r curtencgInterest rate swoaf - {355) 25E
+ LTI - e .- ' - - - - - T T T =
matend' este e ster ng Group SCMmpanies LS Lol a- detnor nated d-awr dent _ 7

generalll My doe TEVENUES 10U e PETILES g
CurChase Gseat= nher respeitive ca
urercies A aresult farergries 1AhLe TGy

2 wes mz nyfrom the trarslanon ot 10 Grogp -
frrawgn currenol earrings 3ssets and habl ne.
G s TeLTHNG cuTrency Stethng and o
aorasiona bogh alue intragronp transacrnans

T tagroLp Sngends ana the cutrer oy deb:
nterest chligation- of *1e Jompane may Create
short tem Transanti nal Fxoespeosures hut puay
sher nac in csntrellirg the les =1 ef trarslational
FX enpesutes the Group ‘aszs

The Granp may be exposed from tme 1o time 17
Frr slkass . ated with strateg.c imvestmerts
o dwertrm erss from operatinn s denominateg in
sutrengies other that Sterling

LS Dolar denor pated cross CamTEr g 1TETRST fale swaps ) 77622 - -
The orane Ly irterest rate swaps @re d e fly nked Z Sterorzand Tun fiked el Theelttand Jo

Dollas dencigted qebt moluding the Cross CLITenNC g swapt L1 Idos ¢ nedae sganaf the Troaperot
avestment in Ture ar 2 LS D2hat genammated enties

B at 21 Decerrber 2017 the oup - desdrated Decoes 300 nes meestrients were fuy effective

Whilst srarsactional ‘oreigr excrange exoosgre it himites the Srouwp neuge- matenal trarcactiirs o
accordance with LIcdp Treasury po oy whicreegqueen cash flows of mare than L1 rnflicn o equinalent per
anrum tu be hederd with aporcpriate dervatve Irstruments ot by setting “urtenr g [ agatlec or vecer ables
within a snets tneframe whers appropniate hezae arcoun ty for detvaines 1z 2or adered i ordat tc
mitigate materta evels ~fine ome statement vo atilitu

Inadditiar tz projezting and analystie t<earming: and debt profle bu curreicy the Groul Teview

SEN=IY Lot 10 TP ovements ([ exchange rates which are 2ppropriate 1o metket conditions The Srowp has
considerad -mewermens 7 the Eurg ard tne LS Dollat taar *he uear erded 31 December A717 ang uoar ended
3] December <016 ans based uonactua markel abservatinrs betwesn s principal sotienyy pars kac
cunciaded that @ Ok o peemant o rates L areasonable level tal s ra e the sk toothe Lrowrs Theumpact
A1 opust tax proht and eqaity forthe years erdea 21 Decerrberts set sut -~ the tacle

2017 . 2016 .
Paost tax Post tax
profit Equity profit Eguity
. . i o __E&m £m o £m _Em
rar Ster g wegker 4 21 1 kS
Gtar ing sirengther - {3) (19) 2 St
A% Jgilar Ster g weaker 6 (39) c c
stering <trenyther (5) 35 =Y
Thr_ refle to eI ealhange QN Dr e o g gt Eurs ard 1y Db ar denemimateg frace
rorCat es trad-auakler & 1al asnete at Lt value sheag b opeaht S lmeo ey hing By and JS Dl ar
demarinZies c3:0 ar T hernow g,
The Tipg > o the Cronp - oporann g prcht £ th e weet e e amzriisat o0 2 por fased Ttaagitle ascots
and nor under g gaterr of 2 1o Bare 2zrt ard LS Dnllar =0t e serens o tne Srerlig-fun 2|
Tterhing LE Tollorra & reupectne g tor be deer neloe
2017 2016
£m £m
Eara s o=rlg we3sen 25 o
Srarlifny Arer s er (21) [
LI 7t Tl e, T 26 n
ML VRS s ety ) 22) n
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Market sk - Cash Fiow and Fair Value Interest Rate Risk

Risk description

The Group's 1terest rate 115k anises threugh the
mmpact of chanoes m market rates or cash flows
assooated witt ca<h and cash equivalents
mvestrments in financial assets and borrowangs
hela at floating rates

The Group < CUPS raze interest rate exposure
through the irrpact of changes in the reference
rates used to catculdte mamber Labihnies versus
the yields aoneved theough therr predonimartly
secured investment actw ties

124

Risk management approach o o B
Group interest rate management policy *aouses or protecting te Group s credit ratirg anc rramtan ny
Leinpliance witn bark covenant requirentents To sup part this objecdtne @ mammm covelage uf Irterest
experse by EBITDA of 7 nmes and a marimur flogtoig raie onmporent of 54 ot total debt are targsted

Thie quprzach refriects

v afocus wnthe Group s cast 0 gross debt rather thamt< ne” debt given the matenal ca<h ang cash
equdivalents set aside for requlatery purpases,

u o the short duration allowed for investments cr cash anc cash equing ents hewd for regulatrTy purposes
whih by therr rature genetate low mves ment yields

Mg view 1NaT already low Market yields are wnlikely to move matenally ‘ower anc

w o the broad natural hedge of flgating rate barrowings provided by the signihcant halances of cask and cash
equ va ents held e*fer tively at finating rates of imterest

A< al 21 December 2C17 conseadated netinterest expense cover by ERBITIA was measured over tne 12 month
oemod at 15 5 tunes 12016 130 times) ang the floating rate c o ponent of total debt was 274 12016 40740

Inthe Group s (2P2 nuerest beanng assets die generally nvested (0 secured instrumerts o siractures and
for alemger term than (nterest beating habhities whose mterest rate s reset dailu Ts makes insestmert
revonue vulneraple tuvalatility i cverngnt rates and stufts i spreads betweert dvermight ard term rates
[Meres rate exposdares and the rsk to CCP capital ate manages within defined nisk appetiie param eters
agamst which sens tnaties ame rromtared danly

Ints review of the sensitvities to poiental movements in interest tates the Group bas considered interest
Tate wo ahibty Over the o<t year and prospec:s fat rates over the next 17 months and has rancluded that a

L percentage pomt upward movement 1w th a hmited prospect of matenal dowpward movermnent reflect:
aregsonable leyel of nisk to current rates At 3. December 2017 at the Sroug leve! 1+ nterast fates on
Sterling denomrimated Euro-dencmiratec and US Dcllar-denomimated rast and borrowings had been
percentage paint mgher with all other vasiables held constant post tar profit for the year woulc Fave beer
€5 rrulion figher L2016 €5 milhor lghare mariy as a resylt o0 highe-nterest income on fleat ng rate cask
and cask eguivdlents pattially offset oy Pigher interest expense an ficating 1ate norrowimgs

At 31 December 20,7 at the CCP level vn anaregater if interest rates on the cormman interest beanng
mernber labihty pencnmarks of Earia Fed Funds and Soma for Earo US Dollat and sterl'ng lgbihitie:
respectively Nad neen | percentage peint highes witn all other vanab ec held constant the daly, moact
o past-tas profit for the Group would have bicen £ mdlon (ower 2016 €2 midlion Lower, Trs deft 2
axpected to be recovered as mvestment pe'ds msredse as the portinli matures anc s 1emvested
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3. Significant judgements and estimates
Judgements and estimates d1@ tegularly evaluated based on historical expenience, current circumstances and expectations of futlre events

Estimates
For the year ended 31 December 201/ the follewing areas require the use of estimates

Intangible assets acquired as part of a business combination —valued on acquisihon using appropniate methodologies and amor tised over then estimated useful
economic iives These valualions and hives are based on management s best estimates of future performance and peniods over which value from theintangible assets
arerealised Intanqgible assets acqured as part of a business combination are provided in Note 14

Impairment of purchased intangible assets, goodwill and investment in subsidiaries - tested for imparment annually The recoverable amounts of relevant cash
genetating umts are based onvaiue in use ¢ alculations using management s best estimate of future performance and estirnates of the return reguired by investor s to
determme an appropniate discount rate Details are provided in Note 14 and

Defined benefit pension asset or liability - determined based on the resent value of futwre pension obhigahens using assumptions deterrmined by the Group with
atvice froman independent qualified actuary Sensitvity analysis 1s provided in Note 15

Judgements
In preparing the iinancial staterments for the year ended 31 December 2017 the following judgement has been made

CCP trading assets and trading tiabilities — The Group uses its judgement to carry out the offsetting within cleanng member balances The carrying values of the
balances are offsel at whaf the Group considers an appropnate level to armve at the net balances reported i the balance sheet The Group has an aligned approach for 1ts
CCP subsichanies te ensure the rinaiples are applied are consistent actass similar assets and habilities The approach s reviewed on a timely basis to enswe the
approach used s the most appropriate Detalls of amounts of fset are provided inNote 20

4. Segmental Information

Ihe Group 1s orgamised into operating urts based on s setvice nes and has & reportable segments Information Services Post Trade Services — LOH Post Trade
senaces - (Lal and Monte Titoh Capital Markets Technology Services and Other These segments generate 1evenue in the following areas

- Information Services — Subseniption and heenee fees for data and index setvices provided

- Post Trade Services - LCH - Fees hased on CCP and cleanng services provided non-cash collateral management and netinteres earned on cash held for margin
and default Tunds

- Post Trade Services — CC&G and Monte Titoli - Cleaning fees based on trades and contracts dleared net interest earned on cash secunties held for margin
and default funds and fees from settlement and custody services

Capital Markets — Admission fees from mtial isting and further capital rarses annual fees charged for secunties traded or the Group s markets and fees from
our seconddry market services

- Technelogy Services — Capttal markets software icenes and related 1T mfrastructure network connection and server hasthing services and

— Other - Includes events and media services

The Exec utive Comrmittee moniters the operating resuits at 1ts business urnits separatety for the purpose of making decisions about resource allocation and
petforrmance assessment
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Sales between segrnents are cartied out at arm's length and are elrminated on consaldation

Segrmental disclosures for the year ended 31 Decemnber 2017 are as foliows

Post Trade
Post Trade Services -
Information Services — CCaG and Capital Technology
Services LeH Monte Titol Markets Services Other  Ehminations Group

I . . &m £m ___Em m__ i £m - tm _Em
Revenue from external customers 736 432 109 393 91 9 - 1,768
[nter-segmental revenue o N = - 1 _ - L R 2 ) -
Revenue 736 432 110 391 111 9 {21) 1.768
Net treasury income through CCP business - 12¢ 452 - - - - 162
Other income o . R | - = R s - B
Total income 736 562 152 391 111 24 21) 1,955
Costof sales . _ 2 ey a9 ey e - @9
Grqss p[oﬁt o ) §7L - 474 1_3_!'L 37§ . B2 21 {21) . 1,740
Share of loss after tax of associates - - - - - 9 - ©
Earnings before interest, tax, depreciation,
amortisation and impairment 400 245 82 194 5 1 {12) 915
Depreciation non-acquisitien software amartisation
and impairment S an 6y a4y s o _® 3 0
Operating profit/{loss) before non-underluing
iterns 383 194 n 180 @ 5 9) 812
Armcriisation of purchased mtangible asset: (153)
Non underlying iterrs L o L - 3 o . o - 333
Operating profit 626
Net finance expense . o . . o . o o - 62)
Profit before taxation from continuing
operations 564

Revenue trom external customers principally comprises fees for services rendered of €1 668 1nilon 2016 ©1 422 rrulhany and Technology Services of £91 millon

(20186 €88 milhion)

Net treasury income through CCP businesses of £162 mullion (2016 £125 rmallion) compnses gross interest income of £813 mithon (2016 £49+ milhon) less gross nterest
expense of £651 milhon (2016 £372 mulhont Duning the year the Group recognised a total of £74 mithon (2016 £140 mutlion) of net treasury income on financial assets
and liabihties held at amortised cost compnising of £559 million (2016 £357 million) gross treasury ncome and L4585 miflion 2016 £217 mihon gross freasury expense
and £88 milhon net gain (2016 £15 million net loss) on assets held at fan value comprising of £254 million {2016 £140 rillion) fait value gan and £166 milion {2016

£155 mulhony fair value loss

Presented within tevenue are net sertlement expenses from the CCP business of £ 1 milion 12016 £5 million expensel which comprise gross settlement income of
122 million (2016 £16 mMillion) less grass settlerment expense of £23 million (2016 £21 rmllon)
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segmentadl disclosures for the year ended 31 Decernber 2016 are as follows

Post Trade
Post Trade Services -
Information Services — CCuG and Caprtal Technglogy
Services LCH Monte Titoh Markets Services Other Elumwnations Group
. o o __Em __ &m £m £m £m £m £m __ Em
Revenue from external customers 565 356 L0L e He 4 - 1514
Inter cegmnental revenue - - - - 16 - s -
Revenue - ear Coase 104 e 154 N 1515
Net treasury income through CCP business - 42 43 - - - 123
Other income — 3 - - 5 - 17
Total income - T Tan 147 36 04 12 A 1657
Cest of sales N B 126 13 22 e 8 Z - 175
Gross profit B T 134 345 70 o e 1w
Share of logs after tax of avsonated - - - - =Y - 1S
Earnings before interest,
tax, depreciation and amortisation 350 154 "1 N1 1¢ 12 123 771
Cepreciaiior non-a~auls 20N ~awar- 4ot 2aton
and imsanment o 113 2 18 I 6 13 . s &5
Operating profit/(loss) before non-underiying
items it 123 53 177 12 = [ a1
Amogrtwation of parchases mtangirle as-ef it
N ounderlping ttems _ ; - 1Tue
Operating profit 7 B o1
NerFnanie exper-e - o [l
Profit before taxation from continuing
operations 3he
Geographical disclosures
2017 2016
I _ _Em .. m
Revenue from external customers - 7 o
Jk 999 sidla
Italy 316 05
RERI 106 EN
NRTH 276 i
Oiher . . n T
Total B B 1768 1515
2017 2016
. o o _ _ _im £m
Total assets o o
JH 366,608 1- G956
I-aly 118,082 17€ 520
Srance 254,645 ZIE Uy
LA 2,428 1977
Lther . __ B 217 et}
Total B ) 741,980 S T
2017 2016
- £m £m
Non-current operating assets
QA 1,107
I-aly 1,284 -
Franoe 58 47
[NEYA 2,120 16t
Htnes 155 ar
Total o B 4724 L
MNor-ceent operaling assets consist of propert) plant and equipncl imtangibie assets and mvestinent vrassooates
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5. Expenses by nature
Expenses compnse the following

2017 2016
o o Nates im £m
Emplunee costs 7 o £ 497 424
IT costs 120 117
Other Insts 7 193 16¢
Operating expense-s befm’e depreciatio;r,:on—acquis_ition software ar;\ortisati.on. and impairment 816 706
Depreciation nor acguisition software amertisation end imparment o 13 14 _103 35
Total operating expenses a9 791
Other tosts include forewgn exchange Insses of £17 million (2016 £3 millien gainy
6. Employee costs
Lmployee costs compnise the following
2017 2016
R __ Note __Em £m
Saanes and cther benefis o 368 329
5ozal secunty cosls 64 3¢
Fension custs 14 27 21
share based compensation L 38 27
Total T o T 497 529
Staff casts include the costs of contract staff who are not on the payroll but fulfil a sumilar 1ole to employees
The average number of emnployees in the Group from total operations was
2017 2016
wk 7 1532 1%
ltaly 573 568
France 165 177
Sn Lanka 1,094 gt
JSA 626 254
Other . 71 452
Total T 4,741 3748

Average staff numbers are calculated from the date of acquasition for subsidary companies acquired in the year and up to the date of chsposal for businesses disposed
n the year

The Company hard no employees m the year (2016 il
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7. Non-underlying items

2017 2016
. . B ~ o ~ _ Notes Em £m
Amorpzation of purosed miargible aswet- ) & 153 57
Transasnnnor sty 25 &5
Restrutumimg «a.te 7 14
nitegrattim st 8 2
2roht o disposa’ of brsinesses N B . . I ¢
Total affecting operating profit 186 259
Tax effect on items affecting profit before tax
Deferred tax on amuttisaticn ot purcha-ed irtangilzle asswet” (184) 19
Zarrent tax on amarhisate noof porchazed tangible asset: @ [
Tax effect un othemitems affecting proft before tax - - L - ) &) 4
Total tax effect on items affecting profit before tax (190) i
Total (credit)/charge to continuing operatmns_ Income statement 7 [FA] 220
Loss afer tax from dscontinued cperation: . _ o w25 ¥
Total charge to income statement 21 308

Transaction costs compnse charges incurred for angoing services elating to potential merger and acguisition transactions

Restructuning and integration { osts i the current yeal principally relate to the restructuning of LCH Group and the integration of the Meigent and Yield Book businesses
Inthe prior yean the Group incurred restructuring costs nrelation to the LOH Group and nteqratinn and restructunng costs intelaton Lo the Frank Russell Compary

The £7 million proft on disposal comprses L& mullion profit inrelanion to the sale of Information Services Professional Solutions 115PS) a busmess ine of Blt Markel
Setvices Sp A for acash consideration of £8 millon The net assets disposed contained brands intellectual property and capitalised research and development
wvestments used for catrying out the 15PS business along with identihied agreerments with supphers and chients and employment relationstips The temaining £2
million profit an disposal relates to the sale of the Millenmum Enterpnise Systems Integration business a business that formed part of the Technology Services segment
and the Millenmurnl 1 cash generating unit for cash consideration of £5 rmdlion

Luss after Lax on discontinued operations relates to the disposal of Russell Investrment Management husiness See Note 10 for further details

Further details on the recogmtion of deferred tax nrelation to the amaortisation of puchased intangible assets are provided n Note 9

8. Net finance expense

2017 2016
R . _ _ _ _ _ Notes £m B £m
Finance income
Expestec metarr ondetre | benefit pensin woheme aute s 18 -
Bars deposit and ather nteres imesme 3
Orher nat. e teome o ) . L 5 a
L L - e :
Finance expense
Intere -t payable annank and Linet Barrowineg. 63) L
Leaned beneft penuicn cohemearterest coct 18 {2) [
Other hnanee expences _ _ _ _ B (5) 130
-~ B o . . } ) I )] v
Net finance expense {62) if 4

Interest payable nciudes amounts where the Group earns negative interest on its cash deposits
During the year the Group tecogrised a tatal of $60 million (2006 £62 rmillione of net interest expense on hnanciat assets and abilies held at amartised cost

compnsing of £8 miflion (2016 €6 muilliont gross Anance come and £68 rmllion (2006 268 milhon gross inance expense Presented withim finance mcorme and finance
xpense die amounts melation to defined beneht schemes which are measured at fan value
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9. Taxation
The standard UK corporation tax rate was 19 25% (209, for the year ended 31 Decemnber 2016

Taxation charged to the income statement 2017 2016
o o - - - _ L Nate __ Em _ fm
Carrent tax i
UK sarporation tax for the year 76 A3
Overseas tax for the year 95 28
Adjustments inTespect of previous years o . . (0 kS
- N o 161 1
Deferred tax 17
Deferred rax for the year ©) 7
Adjustments mrespect of orevious years 10 4
Ceferred rax habiliry on amortisation of pwichased intangible assets - o _ (84 Al
Taxation (credit)/charge ’ ) {22) .01
The adjustments i respect of previous years Corporation tax are mairly i respect of tax returns submitted to relovdnt tax authortes
2017 2016
Taxation on items not credited/(charged) to income statement . . o ___ . fm  fm
Current tax credit
Tax allowance ¢h share uplions/awards in excess of expense recogmsed . _7 _ . 8 1y
o 8 .1
Deferred tax ichargel/credit
Tax on defined henefit pension scherie remeasurerent {25) 15
Tax allowance on share nptiansfawards N exces: of expense recagnisec 4 1
Tax or myvement in value of available fo1 sale financial asset- o . 2 . h
) 1y 15
Factors affecting the tax charge for the year
The income statement tax charge for the year differs from the standard rate of corporation taxan the Uk of 19 25%12016 204 + as explained below
2017 2016
- R . . _ Em £m
Frofit before taxation trem continuing cperations - 564 164
(Logsiprofit before taxanor from discontinued operatians B o @y 104
541 46k
Profit multiplied by standard rate ot cerporation taxn the UK 104 G4
Frpenses not deductible 9 18
Adyustment ansing from change in tax rates 2 2
Overseas earnings taxed at mgher rate 10 167
Adjustment~n respect of previous years - -
Adjustment ansing from changes In tax rates on amortisaton - purchased intengible as-ets (147} <X
Deferred tax praviously Not recogmsea o B - . 2 th
~ o o - o . _ . _oy s
Income tax from continuing operations 22 101
Income tax attributable to discontinued operatians 2 Ti4

The UK Finance Bill 2015 was enacted in November 2015 reduning the standard rate of corporation tax from 20% to 19%. effective from 1 April 2017 and the UK Finance Bill
2016 was enacted in September 2016 reducing the standard rate of corporation tax further to 17% effective frorm 1 April 2020 Accardingly the UK deferred tax balances at
December 2017 have been stated at 19% o1 174 dependent onwhen the temporary dif ferences are expected to reverse The Group recogmsed a one off deferred tax credit of
£142 rmilion relating to the reduction inthe deferred tax iabihity which anses frorm consalidation of US acquisitions and reflects the lower Federal tax rate of 21%
substantwely enacted following US tax reform signed into law in Decernber 2017 The deferted tax balances in other countries are recogrised at the substantively eracted
rates at the balance sheet date

uUncerttain tax positions

An arnount of £2 muithion (2016 £1 rmidliont has been provided for n respect of uncertain tax positons mielation to uncertaity ansing from the introduction of UK
Dwverted Profits Tax 1n the pnor year, an additional uncertain tax position of £3 miihon was provided for refiecting engong discusstons with the tax authorities
regaiding the tax effect of certain changes 1n accounting policy for mtangible assets The Group nolanget consider s this amount to be uncertain following further
discussions with the tax authorities during the year

Judgements

The Group 1s moenmitoring developments in relaton to EU tate Aud investigation into the UK s Controlled Foreign Companyytegqime The Group does not currently consider
that any provision s required mrelation to EU State Aid
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10. Discontinued operations and assets and labilities held for sale
In the prior year the Group completed the sale of the Russell Iivestrment Managermenl business to TA Associales and Reverence Caprtal Partners for US51,150 muihon
1£794 midliony total consideration

The Group ncwrired a non-underlying loss of US$25 rmllon :£273 milliony o the year 12016 £76 milhon gairy relating te the disposal of the Russell Investrment
Management business

Dunng the year the Group recogmsed US$18 million 1£13 mullion) cusrent tax and other recewable n 1elation to the disposed business Subsequently the Lrouprecorded
a US$2 1 muiiien (17 rrudion) adjustment to the disposal baiance sheet refating to tax baiances at the cisposal date and a us$8 mihor (£6 midlioni reductiar to the net
proceeds receved on disposal as a result of the finalisation of the completion statement. which resulted n a L1582 million (€7 il cash payment by the Sroup

The disposat accounting and final tax position will be finalised on completion of the relevant Lax Teturns

The results of the Russell Investment Managernent business for the 5 month penod Lo 31 May 2016 are included 1n the compaatives as discontinued operations n the
Groups consohdated incorme staterment

The results of discontinued operations are presented below

2017 2016
o Note £m _&m
Teve e - - 250
ther nocrte ) o o o =
Total income S - 23]
restol saes - _ _ = 2
Gross profit B T - 131
Expenses
Saper 2 bef e amortication 27 partnases citandine 319312 ans non-Leerly g ere - 1en
Aroundenyng ter _ B o o - @3 7
Operating (lossp/profit -7 23} 10z
Net finance income - o o - - ,
ELn;s)lproﬁt before tax from discontinued operatu;hs - {23) 1
Tarator o oo’ beforeamcors satien Fpuckasen niang ole 3ssets anl ror-ander’y g e - 1T
Tavatiof 2 amornisaticn 2 putcEse D itangit e assets ans non- andenging itemrs I - _1l6a
Taxatwn o o o o R ¢/ | 1A
Loss after tax from discontinued operatibn; ’ {25) 1401
Attributable to:
Equity b der- (25) [N
NAN-C210Ts L g nEerests - )
- - T ’ T @25) 70

Thete were no cash flows generated or incurred by discontinued operations frum operating nvesting ot in@ncing activities i the year ended 31 December 2017 [n the
prior year the net cashinflow from discontinued operations amounted to £71 rilion which comprised of £59 rmillion cashintlow from operating activines £8 milhon
outflow frorm investing actwities and £20 milhor mflew from finanoimng actuaties

Duning the year the Group classified Fxactpro systerns Limited and its subsidianes (Lxactpros as a disposal grouyp held for sale d business that formes part of the
Technology Services segment

Ao at 31 December 2017 atotal of €6 rmillion of £xactpro assets have been classihed as held or sale onthe Group s halance sheet and compnise goudwill praperty plant
and equipment trade recevables and cash and cash equnalents

The Giotp campleted the dispasal of the Exactpro business on 1+ January 200e Further details are prosided in Nole 34
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11. Earmings per share

Earmngs per share is presented on 4 bases hasic earmings per share diluted earmings per share, adjusted basic earnings per share and adjusted ciluted earmnys per
share Basic earnings per share 1s1n tespect of alf activities and diluted earmngs per share Lakes 1nto accourt the dlution effects wich would anse on conversion or
vesting of all outstanding share options and share awards under the Employee Share Qwnership Plan {£50P) Adjusted basic earnings per share and adjusted diuted
ealnmings pat share exclude amortisation of purchased mtangible assets and non-underlymg items to enable a better companson of the underlying earnings of the

business with pricr penods

z017 2016
. . — i o . o = pﬂ'\lln_lllﬁ D_ls_cnnt@ T_o_i! Co@ulng_ims;u—_ngnuegl_ _ Total
Basic earnings per share 153.6p (7.2p) 146 4p a2Hn 120730 4350
Diluted earnings per share 150.1p 71p) 143.0p 62 50 119 9m [ ]
Adjusted basic earnings per share 148.7p - 148.7p 124 7D s 12970
Adjusted diluted earnings per share 145.3p - 145 3p 122 3p 49p 12721
Profit and adjusted proft for the financal year attnbutable to the Company 5 equity holders
2017 2016
N cgn-tmumg -;nscu_n[mued__ To\a'l- Contlr;\;‘m Ii;sconu;;ed -?r-ctal
. e _ _ R . . _ Efm  Aim im __ £m_ &m
Proht far the Ainancal year attrsbutable t the Companry < equity holder- 530 (25) 505 223 Y 152
Adjustments:
Non-underlying items.
Armorusation of purchased mtangible assets 153 - 152 157 157
‘ransaction costs 25 - 25 55 ~ “E
Restructuning costs 7 - 7 14 - 14
fntegration costy 8 - 8 3 - 2
Frofir on disposal of businesses {7 23 16 - /e EN
Other adjusting items:
lax effect of amoriisation of Larchased mtangibie assets and non
underlying items (190) 2 (188) 135 Tt 125
Amortisation of purchased miangihble assets non-under . ing 'tems and
taxation atthibutable to non-controlling inferests B D . ) (13) vh - 7l
Adjusted profit for the financial year attributable
to the Company’s equity holders 513 - 513 435 17 453
Weighted average number of shares — million 345 349
Effect ot dilutive share options and awards - mithon o o L 8 B 7
Diluted weighted average number of shares — million 353 356
The weighted average nurnber of shares excludes those held n the Fmployes Benefit Trust and reasury shares held by the Group
12, Dividends
2017 2016
[ . _ _. .. — . — . £m_ £m
Final dividend for 31 December 2015 paid ! June 2018 &% 2p per Ordinary shiare - 3
Intenim duwadend for 31 December 2016 paic 20 Septemper 2016 1. 0p per Ordinary share - 47
Final divdend far 31 December 2016 pad 31 May 2017 31 © per Grdinary «hare 109
Imenrn dividena for 31 Decernper 2017 pand 19 Septetnber 2017 14 4p per dronary share ) B - 50
15¢ 13C

Dividends are only paid out of avatlable distributabie reserves

The Boarr has proposed a final dividend inrespect of the year ended 3) December 2017 of 37 2p per share

May 2018 Thisis not reflected in the financial staternents
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which 1s estimated to arneount to £129 milhon tobe paid in
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13. Property, plant and equipment

Group financial statements Notes to the financial statements

Land & Buidings Fixed plant,
other plant
and
Freehold Leasehold equipment Total
Cost: o fm_ £m £m £m
31 Decernber 20 5w B o [ LT 741
Aldd.tirr = 1 3 30 34
Disposale - 11 D [
“ransfers = 3 & b
Foraign exznange o 1 ' e 16
U Zacember 201¢ . 51 &0 172 73
Additians - - 47 47
AZGU IOt UL d ares - - F4 2
Cispora © (1} - - 1)
Dispaza o ausiness - - 3) (3)
R=lase ficanon -2 assets held fror ssle - - (1) (48]
Tars'ets 2 2 {3) 1
:-Jr_elg‘w_c&c_r_anr_e B } (ﬂ o - 7& . 1
31 December 2017 T o 51 52 216 319
Accumulated depreciation and impairment: o _ _ - - -
21 Deremner 2'.‘-? 7 " kP A 141
Ciof.sal” - 1 e R
Thavge fotnT uea - : e ie
Trarcfars - - 3 I
brogin exoaNag - 12 12
31 D 2rmme ZW {” ) T o | ) 23 736 103 o :ES
L sp<sal of busimess - - 2) (2)
Tharge it the gegr - 3 23 26
limpaiment B - 1 - - 1
31 December 2017 c 7 29 37 124 150
Net book values
31 December 2017 oL o 22 15 s 129
3 Jeember 20E T a1 1€ £ 100

Asat 31 December 2017 the Group held noitems of equipment under finance leases (2016 ml)
Transfers relate ty 1e-classiiication of property plant and equipment to other asset classes and re-allocations between praperty plant and equipment types

The Company has no property plant and equipment (2616 mb
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14. Intangible assets

Purchased intangible assets

software,
hcences and
Customaer mtellectual Software and

Goodwill relationships Brands praperty other Total
Cost: o _ o . _fm Em _Em __Em __fm __im
31 December 2018 1323 1817 852 LiZ 341 4955
Aaditions 1 - - - 113 114
Disposals - - - - 18l g
Foreign exchange o o ___ . _ 73 Ay e 12 . 56 €75
31 December 201¢€ &7 1732 371 434 s02 5738
Acquisihicn of subsigianes 289 151 57 168 11 676
additicns - - - - 143 143
Disposal of business 1) - - - {8) 9
Disposals - (15) (3] 12 9 @9
Reclassification to assets hela for sale {3 - - - - [&)3
Transfer of asset - - - - [64] {1)
Foragn exchange _ _ - W e ® ® w6
31 December 2017 2378 1,848 960 584 652 6,622
Accumulated amortisation and impairment: _ . _ _ _ - .
31 December 2015 ’ 449 349 7 735 163 " o,
Imparrment - - - - <) o
Amartisation cnarge for the yeat - 85 41 31 5 212
Diaposals - - - - 161 I=C
Foreigr exchange L it 10 7 3 a7
31 December 2016 ) o o 500 48z 127 277 3 1632
Amortisation chatge for tne year - 90 38 25 76 229
Dispasal of business - - - - {6) 6}
Disposals — (15) {3) 12) 9 39)
Foreign excnange S SR S ) 1 11 36
31 December 2017 ] 521 566 151 291 303 1,832
Net book values:
31 December 2017 ) . _ . _ 1857 _ 1282 809 293 349 4,590
31 Decemnber 201E 1997 1.250 #49 157 271 4124

Transfers in the year relate to1e-Classthcation of software intangibles to property plant and equiprent

Duning the year the Group acquired the entire share capital of the Mergent and Yield Book businesses which resulted i an increase of £289 nmuhor in goodwill
further details are provided in Note 30

During the year the Group disposed of the Millenmurm Enter prise Systems Integration business which tesulted in areduction of €1 rmillion in goodwll

Duning the year the Group classihed Exactpro as a dwsposal group held for sale whichtesulted in £3 million of goodwill being reclassified as an asset held for sale
Further details are provided 1n Note 10

The goodwill ansing on conschdation represents the growth potential and assembled workforces of the Ltahan Group LCH Group FTSE Group MillenmumiT, the US
Infermation Services Group and Turquotse The Company has no intangible assets (2016 nong)

Purchased intangible assets
The fair values of the purchased intangible assets were principally valued using discounted cash flow methadaloges and are being amortised over their useful economic
hves which do not normally exceed 25 years The Group s purchased intangible assets include

Customner relationships

These assets have been recogmsed on acquisition of mayor subsidiary companies by the Group The amortisation period rematning on these assets are between 10 to
25 years

Brands

Brands have beenrecogmsed in a number of major acqguisitions, including FTSE LCH Russelt and Yietd Book Included within brands are trade names relating to the

acqusition of Frank Russell Group of €572 mifion (2016 £658 mulfon) The remaming amaot hsation perned on these assets are between 20 (o 25 years

Software, licences and intellectual property
These assets have been recogmsed on acguisition of subsidiary companties and have a remaiming amer tisation period of 5 to 20 years

There are no other indrdual purchased intangible assets with a carrying value that 15 considered matenal to each asset class
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Group financial statements Notes to the financial statements

Software and other
The tost of self-developed software includes £94 trullion (2016 $6+ milliont repesenting assets nol yet brought 1nto use No amartisation has been charged on these
assets and instead they are tested for rmpairment annually

Following a teview of software assets acioss the Gloup no rnpan ment was recognised duning the year (2016 £8 milhom

Other amounts tepresent the internally built and developed trading systeris within the vanous bustness lines In general these assets have a useful economic lite of
5 years

Dunng the year additions relahing tonternally generated software amounted to § 143 mulhon {2016 €113 rmllon;
The carrying value of icences held under finance leases at 31 Decernber 2017 was £7 million (2016 il

Impatrment tests for goodwiil
Goadwill has been allocated for impawment testing purposes to 11 cash generating umits {CGLis)

The recoverable amounts uf these CGUs have heen determined based onvalue n use calculations using discounted cash flow forecasts based on business plans
prepared by management for a 3 year penod ending 31 December 2020 and then prajected for a further 2 years to 31 December 2022 Cash flows beyond this period
are extrapolated using the estimated long ferm growt h rates and applying the pre-tax discount rates referied to below

The amount of the net book value of goodwill allacated to each CGU 15 set out below

Net book value of goodwill
Pre-tax discount rate used
n value i use calculatons

Reclassified
31 December Acquisttion of Disposal of 1o assets beld Foreign 31 December
2016 subsidhanes business for sale exchange 2017
_ _ R €¢m _ £m £m . Emo £€m . Em 2017 _ 26
Itahan Group:
Canzl Markete 247 - - - 10 257 12 6% 116w
Afsrmaticn Servi e 1 - - - 6 142 12.7% '
Tarhnu gl s e 2 - - - 1 23 11.4% 1o 2w
Dist Trade dervices .0 - - - 18 437 13.4% T3k
MillenniumiT ! - (81} - - 1 20.7% Lol
Turquoise W — - - - [ 9. 7% LY
FTSE Group 19 - - - 2 191 10.1% i
LCH Group 12 - - - 3 126 10 4% G
US Information Services Group:
Frank RLosel Group adh — - - {46) 399 11.9% 1371%
Vel Buok - 215 - - (6 10)] 205 9 5% NEA
Mergent - 74 - - M 67 14.0% N&
Exactpro 5 - — @ - - __ Nia 104
1,597 289 (1) {3) (25) 1857

Management has based 1ts value 10 use calcylations for each COU on key assumphions abaut short and rmedum term revenue and ¢ost growth fong tarm economie
growth rates used to deterrmne terminal values and pre-tax discount rates

The values assigned to short and mediins term reve e and cost growth assurmnptions are based on the 2018 budget and the Group s approved business plan The
assumptions are derved trom an assessinent ol cutrent tends anticipated market and requlatory develapments discussions with customers and supphers and
management s expenence These factors are considered in canunction with the Group s long-term strategue ohjectives to detetrmine appropriate short and medim
growth assumptiaons

Long term growthiates assumed to be 16 for sach of the Hallan (Gl 2016 1 o0 G4 for MillenmunilTi2006 i1y 380 for each of the LS Infurmaton Seraces
COUS 12016 4 Parand 370 for the other COUS (2006 370 0 represent management s internal forec asts based on external estimates of GDP and inflation analysis for the
10 year penerd 1 January ¢013 10 31 December 2022 and do nat exceed the long term average growth rates for the countmes nwhich the CGUS operate

Pra-las discount rates are hased arcnunber of factm s inctuding the nsk-free rates i [taly france Stelanka USA and the UK asappropnate the Group s estimated
market 1ish prormium and a prermum toretlact the inherent ks of eackhob the TGy

Based onthetesults of the imparrment tests performed management believes thers s nompatment of the carrging value of the goodwallin any CGU

alue i ise caleelanons for eath COUATE wersitive to Changes i short and mediorr termn resenue and costgrowth assumptions ong term growthiales and pre tax
chst ount rates Management beha.es guonlell allocated toearh COUNe nikely to be miatenally unpaned undet 1easonable chatges tokey assumplions: The excess of
alue i use over carmying value s determined by reference tothe net book vidue as at 31 December 201 Revenue and < oot senstloates assumiea b’ change n

Teweniues of costs for eat b of the 5 gears i the value m use cal dlanars

Annual Report December 2017 135



15. Investment in associates

Group
. _ o . B o o - ~ ~ Em
3! Decemnber 2015 a N -
Acquisition of as=ociates @
Share of ]ES aﬂfir 1ay } ) =
31 December 2016 o - o o ) - - 3
ACQUISIHIOPS AN ANYestTIETTS 11
Share of loss after tax o
Impdirment o o . . . L =
31 December 2017 5

Company
€m

I3

&
9

a4

Inthe prior year the Lompany acqured a 26% equiby interest n Curve Global Limited (Curve Globaly an intetest rate derwatives company also cwned by major dealer

banks and the Chicago Board Oplions Exchange

During the current year the Cormpany ncreased its equity interest in Curve Global to 43 38'% through a non-cash contribution of £9 mililon During the year, Lhte Club
Deal Lmited, a subsidiary of the Group acquired a 27 35'% equity \nterest in The Hub Exchange Lirmited & provider of enterpnse-grade platformes for nvestment

networks for £2 muhon cash consideration

16. Investwment in subsidiary companies

Company Shares Qther Total
_ _ _ _ £m £m £m
31 Decermnher 2015 3w9l 1004 4 897
Ivestrment in L3EGH Laxemiy ungi b td a7l - 470
Other Movernents - 2 ]
31 December 2016 a ' ' ) Ll Tous s
Fvestment n LSE Group Heidhngs ltaly Limied a4 94
[nvestment in LSEG 13 haldo (e 297 - 297
Ihvestrnent o LSEGE 1Luxemboural LIS 328 - 328
Other movements B = - i B i
31 Decernber 2017 5,081 1,017 6,098
Otherincludes armnounts invested in subsidiary compames by way of capital contributions and awards granted under the Group s share schermnes
Country of %
Country of principal equity and
Principal subsidiaries: _ __Principal activity _ incorporation operations votes held
Held directly by the Company
London stack Exchange pio Rerngnised investment exchangs Erg'and England 1t
ana wales and Wales
Held indirectly by the Company.
BANQUE CENTRALE DE COMPENSATION ILCH S A CCF (leaning senvires Flance France HHET
Borsd ftehana Sp & Rerngnised investiment @xe hande Italy [taly 3399
CassadiCompensazione e Garanzia S A C{F clearing servires ltaly lxaly 39 G4
EnteSp A Busmecs suppert progrdmme Italy Italy 7e
Frank Russell Company Market indexes praviger UsA USA 00
FTSE Inarnatinona, ctd Market ingexes provider Englana England 10C
and wale- and waley
LCH Limted 78 leaning services englana Englana
an:l Wale~ and wzles
Mergent Inc Business and Ananaal imformation provaer USA LT} 100
Monte Titolh S p A Pre-settlement settlement and certralised ¢ ustaody ltaly Italy 9y u?
KMillenmwum Inforrmatian Technnlogies Sofrware Ltd 17 solutiuns provider S Lanhg Sri t anka 1G5
Mercato der "ol di Staro S p A Whalevale faxed income bonds Italy italy H253
The Yietd Baak [nc Foxed incomte indexes and analytos JSA USA 164
Turauose Global heldings ttd Multi-latera' trading facility Frigiand tngland L1136

and Wales and Wales

Under Regufation 7 of The Partnerships (Accounts) Regulatons 2008 the Group elected not to prepare partnership accounts forits ndn ect partnership interest in

London Stock Exchange Connectivity Solufions LP asiis tesults are contained i the consohidated group accounts

A tull list of subsidwanes 1s provided i Note 35
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LCH Group s the only subsichary that has matenal non controlhing intetests within the Group Financial informatwon relating to this subsidiary s provided below

Summansed statement of comprehensive income 2021; zt;lrz
BucmJ aten balances of matenal H'J{::(-;wtrévmng InteTeats o 421 L0
Profit fur the year attnbutal.e tn matetal nor controlirg imtenest 49 -
Jracend pa d e non contrnlling imterests (11} 113
“otal compretansive ncne attributable to maternal n n-contye Lng ainterests 77 71
Summarised statement of financial position 2017 2016
o o £m_ £m
homozyment 0538y ) S | 542 452
Current assets 621,814 2371 345
Current habiht.es {621,125) EENE T
Nor-current Lab! ties o By 1]
Total equity T S 1,142 95¢.
Attributable to-
Eausy no-ders uf the companu 721 58
Non-coentroling interests o o 421 4G
Net increase i cash and cash equivalents - T o 62 i3

Accumulated balances i the above analysis mcludes goodwill purchased intangible assets and associated amaorttisation and impar ments attnbutable to non-
controling interests

The summarised totat comprehensive ncome of the LUH Group 1s provided belew This infurmation s based on amounts excluding goodwill purchased ntangible assets
and assotiated amortisation and impai ments attnbutable te non-conbiolling interests

Summarised statement of total comprehensive income 2‘;17 2215
m m
To_% l;; \-me o T - S 561 :*‘E
2roht for he ch- i S T S O 13m [
Other comprehensve incomes 1255 exzluding cxcharge on translation o fnreign. peratams - - L
Total comprehensive lncomaiauaing exchange trans-lati-on_of?or;ig;l operations - 177 St
G2 on Cranslatier of foregr operatie o o o35 ---
Total comprehensive income before eliminations 212 o
£ rmmiration: o o o (<) Ik
Total comprehensive ncome - 209 147
Attributable to:
eqLt L holders of the compdny 124 +€
ron control'ing mterests 85 7.

LCH Group was acquired on 1 May 2013 Thet resuits have been ing orporated from that date

Subsidianes exempt from audit
The following UK subsidianes wilt take advantage of the audit exemption set out within section 4794 of the Companies Act 2006 for the year ended 31 Decernber 2017

Company Name o Regis;ratjon number
Londen Stoc< Excnange Graup H;TGWQB miterd 7 7 ST . LA
Lundom Stock Excnange Group Heldimes 1R Cmted TINHEA
Lomd m Stocs Excnzae 10 Dimnted FERERIY

Lot Stacs Ex2na R A-lings Lirmiteg ERTI

Lund.m Stuck Exoninae Group servy ey Limeed ERYRUEL
LEES M, Firancing il |Rantee
FTSE Australar Lirred Fli 374
FTSE nic aralFran e Linvates 4L J0T
FTSE nterr ctenal Italy Limited FRGAT A
FTSE Japan Lutited

ISP T peur el Serac o Lirse | 1 IV
Sty Glenigl Busane o senvice s Limnter] ThAL 1
| SFG Technnl rgy Lire ited TLEANEE

Cotetdl Tt ] CAld i
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17. Deferved tax

The moverments i defented tax assels and hablibes dunng the year are shown beiow

Group_ ]

31 Gecember 2015

Reclassification from assets helc for sale

Transfer to current tax

Tax credited/charged! te the income statement

Tax crechtedAchargad! to other comprehensive Ncoime

- defined heneht scheme remea<urement loss

- movernent 19 value of gyailable for sale finargial aseets

~ foreign exchange

Allxwance on share ootrensiawanc — (o equity

31 December 201E

Transfer between categories

Deferred tax 1ecognsed on acgaisition of busimesses

Tax creditedacharged: to the income statement

Tax ILhargedyoredited to other tompighensive IMcome
defined benefit scheme rermeasurement gam

- minverment it value oF avarlahie fu sale finanoial assets

- frreign exchange

Allowance on share options/awards — Lo equity

thspusal of business

31 December 2017

Assets at 31 December 2017

Liabilities at 31 December 2017

Net assgt_s_.'(liabilit_ies) at 31 December 2017

Assetw at 31 De~ember 2010
Liatnlities at 31 December 2018 .
Net asset=/liabilities: at 31 December 2016

Accelerated
tax
depreciation
Em

8

Acquisition
deferred

tax and
amortisation
i

£141

4]

Tne deferred tax assets are ret overable agaimst future taxable profits and are due after more than 1 yean

Provisions
and other
temporary
differences Total
- i £m
15 1531
i 10
5 S
1 20
15 =
11 1
- G
V7 o7
o2 e
4 -
4 20)
(&) 183
(25) (25)
2 2
- 27
4 4
et 2
o1 B (loﬁ_lc]
2 8
_ay (03
_n (464}
£0 il
3 2N
2 1037

The net deferred tax asset of £11 million 12016 £26 mullioni nrespect of provisians and other temparary differences mamnly relates 1o share based payments of
14 million (2016 £7 milhon) retwemert benefits habilfy of £r15) mulhon (2016 £10 rmilon trading lesses of 25 mullion (2016 £24 mlhon; withholding fax on
distibutable reserves of subsidiary companies of £¢51 mulban (2016 £(5) rmlior and other provisions and termporary differences of €12 mallion (2016 C10+ rmathion)

The purchased intangible assets of the acquured subsidianes create a deferred tax habiity due to the difference between therr accounting and tax tieatment This habihty

15 amortised at the same rate as the purchased intangible assets

Ihe Group has uniecogmsed deferred tax assets in respect of losses of £18 midlion {2016 €21 milhon] witbun certain Group subsidianes The assets would be recognised

10 the tuture only 1f suitable taxable INcome were to anse within the Group

There was no deferred tax it the Lompany (2016 1uli

138

Annual Report December 2017



Group financial statements Notes to the financial statements

18. Retirement benefit obligations
The Group operates separate dehned benefit and defined contribution schemes The assets of the defined benefit and defined contribution schemes are held weparately

from those of the Group

Inthe UK the defined beneht scheme s adrminstered by trustees with the assets primarnly being managed by BMO Global Asset Management Legal & General
Investrnent Management Limited. PIMCO Europe Lirited Schrader Investment Management Limited and a ‘buy i insurance asset with Pension Insurance
Corporation

On's september 2016 the London Stock Exchange Retirement Plan ' LSERP™ and the LCH Pension Schemme 1 the UK LCH UK underwent a sectionahised merger into a
new London Stock Lxchange Group Pension Scheme (' LSLGPS') The scheme mantains separate LCH and LSE Sections

The assets of Lhe LSEGRS are held by the trustees who are responsible for the scheme's governance The schemes arenvested in a wide range of assets in the UK and
overseas which seek to balance risk and investrment return th ough investment managers apporited by the schemne strustees The plan assets do not include any of
the Group s own financial instruments nor any property occumed by or other assets used by the Group

The Other plans 1elate to the severan: o and leaving indemniitty scheme Trattamento di Fine Rapporto I' TFR J operated by the Italian gioup n accordance with Ltahan law
the emplayee beneft and retiernent plan eperated by Millenmumnl{ and other pension comimtrnents of the LCH Group outside of the UK

The anly schemes aperdted by FTSE International and US entities are defined contnbution schemes recorded n Other plans
All schemes are governed by the local regulatory frarmework and employment laws in the country 1n which they operate
The Compamy has no retnerment benefit obligations

Defined benefit schernes

United Kingdom

The LSE section of | SFGPS was a non contiibutary defined benefir s heme that closed to new members N 1999 with etfect from 31 March 2012 the LSERP atso
closed to accrgl of future benehts for active members and t has been agreed that the benefits already accrued for affected members will termaim inked to thew
salary with the Groun

The LCH section of LSEGPS was closed to new members fram 30 September 2009 1t was dlosed to further employee centributions and aceruat of future benefits from
41 Maich 2013 with the defined contribution section rematning open untl Apnil 2017 when the Legal & General mastertrust was provided to all Uk employees

Pension scheme oblhgations and costs are deterrmned by an independent gualiiied actuary on 4 regular basis using the projected unit credit method The obligations
are measured by discounting the best estimate of future cash flows to be paid out by the scheme and are reflected n the Group balance sheet

Overseas

LCH Group also operates atetwernent indemnity and long service award schemes in Pans for which the scheme obligations are calculated by an independent qualified
actuary They also operate an independent defined henefit schernen Porto assumed in 2006 Updated valuations of these funds are carned out by an ndependent
quahhed actuary

The TFR operated by the [tahan group 1s dassified as an unfunded defined benefit scherne for funds accumulated prier to 1 JUly 2007 The setvice cost representing
deferred salartes accruing to employees was included as an opetating expense and was deterrmined by law at 6 91% of salary payments subject Lo certan adjustments
The s¢ herne obligation comprises accurnulated service costs and 15 revalued by law at arate equal to 75'6 of national ife pricc ndex <15 4 by an independent quahhed
actuary Since 1July 2007 the Group 1etains no obligation ds contnbutions are made duectly into ltahan state funds in the manner of a defined contnbution scheme

The emplayee benefit and retiement plan operated by MillenmumiT s classified a= an unfunded defined benefit plan The net obligatien in respect of this plan s
the armount of future beneht that employees have earned ineturn for thewr service n the current and pnon penods Once an employee s continuously ermployed
for mote than 5 years he of she s entitled 10 @ payment equvalent tu half a month s gross salary multiphed by the number of years in service at billenniumiT

The principal 11sks 1o which the defined beneht schemes expose the Group anses from an morease in pension hahlity

The pensicn habdities could increase n the following circurnstanees
if Increases i the plan habihities are not accompamied by cortesponding increases i the plan assets
- af tnvesimient Teturns are lowet than assumed 11 assessing the adequacy of plang
—f the salanes nf active membet s ncrease maore rapdly than assurmed pcreasing habiies
-t intation 15 higher than expected inereasing habilities thioughndexing of pension paymients and
- the tisk that members kve lunger than expected ncteasing the length of tme for whichpensions have to be paid patennially due 1o a medical breakthiounh
Suech an increase 1n pension habilites could lead to anncease n pension dehoit Defimed benefit st hermes ate normally res alued B ar tuanes every 2 years

whete any matenal funding gap s identiied by this process: the Trustees will agree a o hedule of 2ontributions with the sponser compariy. Such SRtRLGN S
wollle result i finanoial anpact o the Group

I additon with tegard to the LSLRP the Granp s exposed (e the credit of the buy-m insurance providet A faduie of the buy nnsatanee prosider would educe
the penston asset and could thues also lead e a pension Aehicit oran e rease m penson deficit and the need for contnibutions frone the Grog
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Defmed contribution schemes

Inthe UK the only pensint scherme open to emplayees s a defined contrbution scheme, pravided by Legal & General fallowing a pension consultation from April

2017 all UK employees are eligible to participate 10 the same pension scheme A core contrnbution of 8% of basic salary 1s pad by the Group who will alse match

employee contributions up to 4%, of basic salary

Armounts recagnised in the Incorme staterment from contiaung operations are as follows

_ o 2017 _ . A _ N __ e B N
LSERP LCH UK other plans Tota! LSERP LCH UK Other plans Tetal
_ _ . - . Notes __&m _ &m___ __ Em _Em_ £m _fm £m £m
Defined contribution s hentes [&]] (4} ) [ (18} 3 51 1] (1
Defined henebt scheme ~ cuttent sehare
cpst and expenses (1) {1) n 9 L Bl 151 17)
Total pension charge included in
employee (osts o 5] 3 6} {27) 1 i 1 121
MNet finance iexperseincorme B 3 2) - = C e 1 _ By ~ 1
Total recog nised in ) - - T i
the income statement (1] (5} (16} {29} r5 = 112 [
Defined beneftt assets/obligations) for pensien schemes
2017 2016
LSER‘P -LCH UK‘_ 01herplans N T;lal ) TSEIiD ) Lcl:I\UK E!hev u'narTs Total
_ -~ _ _Em _ Em _Em_ £m £in B Em £m_ Em
Faut value of assets
Equities jquateds - 114 - 114 - 104 - 104
Bonds Iguoted, 163 148 1 312 153 149 i 303
praperty 5 - - 5 A - o
{ash 4 2 - 6 1 Z - t
Persioner buﬁ 1h paliey B4 - il lsi 15, - 192
Total fair value of assets T 36 264 1 ‘621 350 255 1 60t
Present value of funded obligations @ 08 a7 (601 1410 12531 ) 18 a7
(Deficity/surplus (20) s (16) 20 e 2 i 73

As at 31 December 2017 the Group has recognised a net defined benefit asset of €56 milhon (2016 £2 rmillion assen inrelanon o the LCH UK scheme on the basis that
the Group has access to the surplus in the event of wind up of the scheme and therefore no asset ceiing has been apphied to the net surplus 1ecogmised Further, no

mummum funding commtiments are associated with the plan

UK pension plan actuanal assumptions are set out below

infiation -ra:e-—- RPI
[rfation rate = CP?

Rate of in¢resse 1n salaries
Rate of ngrease 1n pension: i payment
Dhecount rate

Life expectancy from age 60 iyears:

— Non-retined male memoet

- Non-retired female mermber

- Retired male member

- Retred fermale menber

2017

Lsemp_
31%
1.9%
3.3%
3.6%
27%

28.3
ane6
213
29.4

LCH UK
3.2%
20%

nfa
2.2%
2.8%

282
0.5
276
29.3

L oro e Ty
S oG
T e o

The mortality assumptions are based on $2PA tables pubhished by the Institute and Faculty of Actuanes adjusted to take account of projected future improverments in
ife expectancy from the Seif Admimstered Pension Scherme (SAPS) mortity survey which was published in 2008 we have used an allowance for CMIE 2016 projechions
and applied a 125% for male and female long term trend tate in respect of future mortality improvernents

Sensitwities

The sensitiihies 1egarding the principal assumphions used o maasure the LSERP and LOH UK schemne cbligahons are

Assumption
Ghange tn assumption

Inflation rate (CPY and satary imncregse

Rate of ingrease in pensions payment Increase ny 5%

Discount rate _Increase by 0 5%

Mortality rate Increase bu 1 year

increase by 95

2017

_ impact on stheme cbligations

_. _LSERP__

o . _lowuk
Increaseby £7m___ Increaseby £6m

_ Increaseby £24m  Increase by £13m

_Reduceby£29m _ Reduceby$2Zm
Increase by £14m

Increase by £6m

2016

Impact on scheme obligatons

___LSERP
ihcrg‘aﬁiq gtt;m;
Inzrease by £32m
_Reduce by L37r
Ircrease by £16m ’

S leww
Increese by 12m
Increase hy £20m

o lﬁrv:rea;e brg Eéﬁ?n

The sensitivity analysis above has been determined based on a method that extiapolates the inmpdct on defined benefit obhgations as a result of reasonable changes

nkey assumplions oeclrning at the end of the reporting penod

Thempact of the salary increase assumption as a standalone sensitivity has an mmateniahimpact on the scheme obligations
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Group financial statements Notes to the financial statements

Changes in the present value of the defined benefit obligations duning the year

2017 2016
LSERP LéH LIK Other plans B }ot_al i LSERP [CH UK Other 'pian-s Tut%l
o } o £m . _Em £m __ Em £m _ £€m _ Em im
Benefit obligation as at beginming of year 410 253 16 679 2i 174 - 3 _ g
Fension expenss ST T -
LUTTent ~ery 08 Cosl ~ - 7 7 - - = -
Interest zoct n 7 - 18 le _ v s 200
Subtotal ncluded in the income statement u 7 7 s ! -7 6 5
Re medsarement |gam\;.;’\gggeg o T i o i
Aztuanaligams/lones —Fnancial azsumpt o 9) 11) 1) (21) 91 i7 156
Altuanalicams 1asses — gerrnaraph . aseun phione (13) (11) - (24} 3 [ - o
Acruanal 1gamsilosses — experien ) (22) - 28 r - - s
Subtotal included in total T -
comprehensive income (28) (44) w 73 58 T4 - 162
Benchts pa i S T T Tap "o ® 29) 13 i & 221
Tiegnescnange - (1] - M - i K 5
Benefit obligation as at end of year 3 208 17 601 410 253 i f79
Movernent 1n fan s alue of « heme assels duning the year
2017 2016 _
" seRm LCHUK  Other plans “Total LSERF LCHUK  Other plans Tatal
oo £m £&m £&m__  Em £&m £m £€m _ £m
Fair value of scheme assets as o o
at beginning of year 350 255 1 606 7S S 1 e
Pezwswo"\ IrIzme o o T 7
wterestn came 9 7 - 16 ol 5 - 15
Subtotal ncluded in the income statement g 7 - 16 _1-‘_ e - B
Re-1r easdrer enl ga‘\";-_i o T T S
Return an plar acsets excladin g irtevest mcome 11 9 - 20 3 _49 .
$ubtotal mcluded in total comprehensi;{ o S T
income o 11 9 - 20 otz = - loe
Comtnibatiens by emp :g-:iri B T _l; o T - i Z L 2 - £
Expenses 1) - - {1) 1 - - -
Berefits rad 17) 7) - (24) [RE 15 - 14
Foreigneschange - - - - - - - Y
Fair value of schemne assets as at end of year __35_6 ] 264 T 1 621 6 25E I 6CE
The actual gam on plan assets was £ 36 rllon (2016 £123 milhory
Defined benefit actuanal gains and losses recogmsed
The expenence adiustments and the effects of ehanges n actuanal assumptions of the pension scheme duting the year are recogmsed i the statement of
Lomprehensive INCoMe
2017 2016
" Lsere LCHUK  Other plans "7 Lserp " LCHUK  Otherplans
o o . gm _ _&m__ £m £m R £m _ Em
Reoudr e an o edirrimg yeat (68) {9) - [ 14 -
hetactuatal 5 nelczs rezngmsed mthe gear 3% 53 1 e I3 -
Cumlatve armew tee agnised 3t end o x;ai (29) 44 1 [l [l -

The last actuanial valuanon of the LSERP defined benefit scheme was carned out as al 31 March 2615 by anindependent gualified actuary According to the schedule of
contributions of this valuation the Group has funded its defined benehit scheme dehett with payrments of €2 milhon i 2015 €3 rmlhonn 2046 and § 3 mulionn 2017

with funding commitments of £2 malhan per annuman years 2itla Lo 2022

The last actuanal valuation of the LOH UK defined beneht scheme was carrt

od out as at 30 June 2013 by anindependent gualihnd actuary FOH sechion s currentiypin

discussion an the tesults of the s alugtion as at 31 Decermber 2016 which v being hnalised and which mayg result inan adustrment to future contnbubions to the plan

The waighted average digationof the LSERP and L CH LK debned benefit obhgations at the end of the teporting penod s estimated tebe 1/ years and 22 years respectiely
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19, Financial assets and financial liabilities
Financial instruments by category
The financial instrurments of the Group and Company are categonsed as follows

31 December 2017 _ , Group _ _ _ _Company - -
Fitanceal Finareial
Avanlable for  wstruments nstTuments
sate atfarr  atfawrvalue at faer vaiue
Loans and value through through profit Loans and through profit
Teceivables oCl o1 toss Total receivables of loss Total
o o . _ - . _ £m - £m fm _Efm _m £m £m
Financial assets
Fmanciat assets af the CCF Zieanng business
- DCPtrading assets O 076 - S48 874 647,950 - - -
— Other recenables frum clearing member - 2303 - - 3,303 - - -
- Other inancial assets - 18 416 3665 22101 - - -
- Cash and cash equivaents of cleaning members [N -~ - 61,443 - N =
Finannal assets of the CCP eanng rusimess 162 822 JER S R53 A28 734,797 -
Trade and other resenvables 702 ~ - 702 g4l - 646
Cash and cash equivalents 138, - 1,381 4 - I
Avallable for sale irangia’ assets 12% 105 - - -
Dervative frnanoal instruments - - B ER - - e _ 4
Total 164,905 18,541 553,543 736,989 650 4 654
There were no transters between categones dunng the year
Prepayments within trade and other recervables are not classified as financial insttuments
31 December 2017 _ Gioup Company
Financiat Financial
habihties at habihties at
Fimancial fa value financial fawr value
habilities at  through proht habibties at  through profit
amortised cost and loss Total amortised cost and loss Total
= _ R R E£m £m £m £m fm £m
Financial habilities
Sinancial hatilmes of the COF cleanng business,
- CTP trachng habiihes B Sa9 u7L 647950 - - -
- Other payables to clear ng mempers w7031 - 8no31 - -
Tetal fimanoial hamites of the (T2 cleanng business RS 107 L9574 734,581 -~ - -
Trade and otheT pauables SCc 18 520 e - 275
BOrrewings 1552 - 1,953 1941 - 1,921
Frovisions 10 - 1] - -
Denvatve financial imstruments } - & 29 . - 28 _ 29
Total 187,572 549,921 737,493 2,196 29 2,225
Thete were no transfers between categones duning the year
Deferred income, social secunity and othet tax habhines within trade and other payables are not classified as financial instrurments,
The financial instruments of the Group and Company at the previous year s balance sheet date ware as foliows
31 December 2016 (re-presented) _ . __ Group - . Company
Financial
Avalable for  nstruments
sale at faw at fair value
Loans and value through through proht Loans and
1ecewables oct or lass Total recewables Total
_ e — - _ _ - : _ Em £Em m £m | Em m
Financial assets
Francial assets of the CCP cleating husiness
- CCP trading assets 149531 - 32530 470361 - -
- Other recewvables from cleanng members 5077 - - 507/ - -
- Other hinancial ayvsets ~ 15478 G427 25398 - -
- Uash and cash eguivalents of cleanng members _ o - . 5355 - - ) -
Financial assets of the CCP cleanng busines: 15975 329550 556 3%E - -
Trade and other recewvables - - 656 4381 431
Cash and cash eguivalents - - ISt 1 1
Avanable fo7 sale hnanoal gssets _ - e = 102 o = -
Total 214 26y 16077 329950 560 32= 482 482

There were nio transfers between categenies during the phor year
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Group financial statements Notes to the financial statements

Comsistent with the current year treatrment prepayments within frade and other 1eccvables are not classified a5 inancial instruments The cornparative Lable above
has beenve-presented from that previously disclosed toveflect this treatrnent

31 December 2016 (re-presented) Group Company _
Financial Financial
habilities at liahhties at
Financial farvalue Frnaneaal faiwr value
habilitses at  through profit habilities at through profit
amortised cost and loss Total amortised cost and toss Total
o R £m im } £m . _ im gm £m
Financial liabilities
Financra latihties of the CCP 2 earing brseies-
- LMo trading habihities BT RN 32050 XN - -
— Cther payanles * 2 cleanng members By 11 - s 117 - -
Finane a lzbiiti== of the CCF © eaning busma-- 257945 327530 365 478 - - -
“rade ar 1 cthes pajJatles L2l & S4S 04 204
BOTrowIrgs 11t - 1l 321 - 421
Privisiors 1. - I -
Dervat ve finangial instrurr ents 15 149 o 13 15
Total 239652 220507 A1y 1U25 13 1 Can
There wete no transfers hetween categories during the pnor year
Consistent with the current year treatment. deferred income sortal security and other tax liabilities within trade and ot her pagables are not classihed as
financial nstruments
within trade and othet pauables 4 defetred consideration hability amounting to £30 milion as at 31 December 2316 has been re-presented from findne ial
labiinies at fau value thiough profit and toes 1o amortised cost ta reflect the measurerment phinciples applied to the talance
The vomparative table above has been e presented from that previousiy disciosed to reflect these treatments
The following table provides the fa value measurernent hieraschiy of the Group s financial assets and habilities as at 31 Decermber 2017
31 December 2017 L Group _ _ _ _ _
Quoted prices Significant Sigmbicant
n acthve observable unobservable
markets wmputs mnprts Total
{Level 1) {Level 2) (Level 3) farr value
. e __ Em__ _ £m _ fmo £m
Financial assets measured at fair value
CCP trading assets
Lievivative IN3Lramert: s Y - 7,391
Non dervaing instrumer=s le 242 AEG - 542,483
Orher fnanca asset. - - 22,101
Fair value of CCP clearing business assets T San{lh - 571975
Raallanle for sale inantizl gt - 1015 - - 105
Denvatwves used for hedging
- CLITEMCL T tE el " ale shars - 2 - 4
The Company had denvative assets of £ mullion 12016 mb- All dervatives assets in the Company are fross surrency swaps and are classthied as Level 2 inthe fair
value herarchy
31 December 2017 o Group .
Quoted prices Sigmfcant swgmhcant
mactive observable unobservable
markets mputs nputs Total
jLevel 1) {Lavel 2) (Level 3} fair value
_ R £Em £m fm £m
Financial liabilitves measured at fair value
CCP trading habihties
Tt Ter 11 siTmMents F¥ha I 55, - 7.391
Borr -5 ItE natrumente e T4 4FT - 542,483
Fair value of transactions with CCP members Ban ol - 549,874
Teaforred o oideratier - - 1o 18
Dernvatives used for hedging
= TP LITEOL IR EST Tl el o - = - 29

The Company had detnative liabddies of €29 rmilhion 12016 219 mmllen: Alldervatye labibiies i thes Companty are cross curencg mierest rate swdps and are Casshed
As Levol Zan the farr welie besrarc by
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The followang table provides the fau value measurement merarchy of the Groun s financal assets and hablities as at 31 December 2016

31 Decemnber 2016 (re-presented) ~ . . _ Group R
Quoted prices Sigmhicant Sigmificant
m actve observable unobservable
markets mputs mputs Total
(Level 1) (Level 2) iLevel 3) fawr value
fm _Em L Em . _ Em

Firancial assets measured at fair value:
CCP trading assets

Dervative (Nstruments 5ua? 67 - 4254
Non-derwvative instruments 2 312274 312,078
Otner Ananclalassets _ - - _ ~ . _ 253585 - - 25395
Fair value of CCP clearing business assets N . - o . _ 31284 (3la6al o 34534
Avalable for sale iinan.ial assets 45 7 - 102

vinthin Level 2 of the far value hieraichy £2 367 muhon of CCP non-denvative instrurnents have beenie-presented as dervative instruments

31 December 2016 (re-presented) _ B . Group o
Quoted prices Signifcant Sgnheant
m actwve ohservable unchbservable
markets mputs wputs Total
(Level 1) (Level 2} (Lewel 3) farr value
L _ oo €m £m £m £m
Financial liabifithes measured at fair value
CCP trading hatilities
Dernative mstruments S a4 2307 - 8354
Non-dervatve instruments . B N 112 274 - 2276
Fair value of CCP clearing business liabilities L] 344l - 3z0 =30
Deferred constderatior - - 18 18
Dervatwes used for hedging
— Crosscunencyinterest rate swaps - 16 - 10

Poomthe b bighor Lo st the e by prasenn 1038l A fet el ma En i e e ati i b i B o a4 4 gt nbodin

eam el U L el e vl e an b b g ipde g D e e Byl
within Level 2 of the fawr value hierarchy €2 367 milon of CCP non denvative instiuments have been te-presented as detwative instrurments
The Group uses the following histarchy for deterrminting and disclosing the fair value of financial mstruments by valuation techmaue

- Level 1 quated unadjusted: prices i active markets for identical assets or habilitres
- Level 2 other techmaues for whach all inputs which have a sigraficant effect onthe recorded far value are observable etther directly orindirectly, and

— Level 3 techmiques which use inputs winch have a sigrificant effect on the recorded fau value that are not based on obsetvable rarket data
For assets and habilities classified as Level 1 the fair value s hased on market price quotations at thereporting date

Far assets and habilities dassthed as Leval 2, the fair value ts calcutated ustng one of miore valuatian techmaues (e g themarket approach ar the incame apmoachy with
matket chservable mputs The selechon of the appropriate valuation tec himgues may be affected by the avalabibty of the relevant inputs as well as the rehabahty of the
inputs The inputs rmau include currency rates intetest rate and forward 1ate curves and net asset values The results of the application of the vanous techmgues may
not be equally represenitative of far value due tafactors such as assumptions rmade in the valuation

There have been no transfers between Level 1 and Level 2 durning the current and pnot penod

When observabile market data 1s not avatiable the Group uses ane or mmare valuatiar techimgues © g the rarket appraach or the mcarne approachy for whic b sufficient
andrehable data s available These inputs used i estmating the fair value of Level 3 finantiah instruments include expected timing and level of future cash flows
timing of settlerment, discount 1ates and net asset values of certain investments

The Group has classified deferred consideration in relation to put options over the non-controling interests of subsicharies as Level 3 the hierarchy for determmng the
faw value due to the signthcant inputs used in the valuation that ae not based on observable data The valuation of the deferred consideration s set out in the terms of the
option agreement where the cash fiow forecasts of the underiuing business over the deferred consueration payment pernod are discounted at the Groups pre tax cost of
delrt The key mnputs mnto the valuation of the deferred consideration are casti flow forecasts over a 5 year peniod from the date of acquisition and the discourit rate

A 100 increase o decrease i the total cash flows or @ 1'% change in the discount rate applied would not have a matenal effect on the valuation of the amounts payable

The Group does not consider thete ta be any alternative assumptions that wili be used i the vatuation of the iabiity

With the exception of Graup bortowings management has assessed that the faw vafue of financial assets and financial habilites categonised as Loans and receivables
and ‘Financial habihities at amot tised cost approximate thelr cartying values The fair value of the Graup s borrowings 1s disclosed in Nate 24

The Group s financial assets and Labilities held at far value consist largely of serunties resticted in use for the operations of the Group s (CPs as managers of thew

respective cleanng and guarantes systems, The nature and composihian of the CCP clearing busmess assets and labiities are explained in the accounting policies
sectionin Note 1
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financial statements Notes to the financial statements

A at 31 Decermber 2017 there were N0 Provisions for imparment n relation to any of the CCP inancial assets 12006 nil and none of these assets wete past due (2016 il

Hedging actrvities and derivatives

Dunng the year the Company issued €1 bidlion of bonds 1 two €500 million trar: hes matuning in 2024 and 2029 At the same tme €700 mulhion of these bonds was
swapped on a coordinated basis Nto US$436 mihon thiough d senes of & cross curtency miterest rate swaps As at 31 Decernber 2017 derwative hnanaial assets of £4
o (2016 i) represents the farr value of these cess currency Interest rate swaps These mstiuments effectively exchange some of the obhigations and coupons of
the 2024 and 2029 €500 rrhon bonds from Fues nto LIS Dellars 1 order to more closely mateh the cuntency of borrowings to the Group s currency of borrowings to the
currency of its net assets and earmngs These swaps have been designated as a hedge of the Gioup s net investments i its US Dollar reporting suhsidiaries and guahfy
for effective hedge accounting

The rermaintng €300 mihon of bronds sutstanding remain in place as a hedge of the Group s net tnvestrments in Euro denormnated subsicharnies and guahfy for effective
hedge accounting

Denwvative finanoial habitities of £29 mulion (2016 £19 midhon represents the fair value of the ¢ross currency interest 1ate swaps comprnising & contracts totalling €300
million notienal 12016 €300 millien) These instruments effe tively exchange the obligations and ¢ cupans of the 2019 £250 millon bond from Stering into Eures
order to mare closely match the currency of borrowings to the Group s currency of net assets and earnings This also resultsin a reduction n balance sheet translation
exposure on Furo denominated net assets and the protechion of Stethng cash flows These swaps have been designated as a hedge of the Group s net investment in the
Itahan group and qualify far effective hedge accounting

Far the year ended 31 Decernber 2017 the Graup tecognised a net £5 million loss on mark Lo market valuabion and seltlement of these detvatives in reserves (2016 £54
rollon losst

Fateign exchange forward contracts were arranged during the yeal to hiedge the far value of Euro and US Dollay denominated exposures These contiacts forward buy
and sell payables and recevables denonynated 1n Ewro and US Dollar with the midrk 1o market adstments offsetting the revalidtion of the underluing hedged e
the ncome statement They also of fer more predictable Lash Hows 1o Lhe Grour af matunty At 31 Decernber 2017 payables of €19 rmillon (2016 ndiand US$10 rilhon
12016 US$13 mllioni were hedged forward into the next Ainancial year The market value of the derwvatives was mlizNIe mln aygregate

20. Offsetting financial assets and financial liabilities
The Group reports financial assets and financial habilities on a net hasts an the balance sheet where there s 4 legally entorc cable night 1o offset the recogmsed amounts

and there 1s an intention to settle ana nat hasis o to reahse Lhe asset and settle the habities simultaneously

The follswing table shows Lhe impact of netting arrangements on ali inannial assets and liabities that are repat ted net on the balance sheet as at 31 Decerrber 2017

31 December 2017 Gross Amount Net amount as
amocunts offset reported

L. . _o oo . fm o Em £m
Jther finane a aese7¢ 980,465 (973,067) 7,398
Rrputchave agreements o Lo oL .. __ 729833 _ _(89.281) 640,552
Total assets S S - ~ 1710298 {1,062,348) 647,950
“rher finanoia haknbe: (1,000,100} 992,702 (7,398)
Reverse repur. Mz o agreemients (729,833) 89,281 640,552)

Total liabilities (1,729,933) 1,081,983 (647.950)

The mpact of nelting arrangements on all financial assets and habilites that are teported net on the balance sheet as at 31 December 201615 as follows

31 December 2016 (restated) Gross Amount Net amount as
amounts offset reported

o o _im in: £m
J'her firaruia gs.ets 7 S 7 IHE2 7T, 15584 14 =W
Repur fase agraement 2 L Lty 47€ s12 703
Total assets o o ) VWAL 0 a0 ERVERH
Jrher firancial hatn e RIS LEtaE2 e 287
Reversg repur. natr 4 =ell ey BTG Lt &7 310273
Total habilities 2355 C sl G3F IR N

Altoftset amaunts are held in the CCP ading assets and CCP trading labthties wathin the Group < finanaal mstyuments

An extensive review, of the member balancen and the arnounts offset to armve at the net balances reported  has been undertaken This has resultedin updates tothie
oftsetting approach and the ennfication of adjustiments inrelation te the application of the Groups pehcies The grass amounts and amounts of fseb nrelation to other
financial assets and habilities have been amended trom those previoushyieported at 31 December 2016 There has been nompart to the net amount teported in the
halance sheet amauntsreported in the neame statement cash tlow statc rment or any sther disclosures inthe iinancial statements: Adadbionaily changes i the bases
of nething durning the ye ar have 1esulted mmedsurernients that are mone representatine of fan value and adedifonal balances bemnanclnded i the total

As{ CRy the Group s nperating companies it the mddle of mmernbers fransad uns and bold default funds and margin amounts as a contingenoy agaimst the- default
of @ member Assuch further amounts are ayaitable to oHsetinthe coent of a dstault reduong the aswset and habihity of €627 90 mlllon (2016 L4205 30 rmalhors to il
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21, Trade and other receivables

Non-current
Deferred consideration

amounts due trom Group cempames
Amounts due from associates
Other recenables

Current B B h

Trade recewables

Less pravision forﬁmw&a_nmen;ﬁ:-f re:ewibies
Trade tecewvables - ret

Amounts gue frem Group companies
Amounts due from assaciates

Group rehef recewahle

Deferred convideration

(Othet recengbles
Prepayments
Aceraedincome

Tot al

The carrying values less impaument provision of trade and other recervables are reasonable approximanions of far values

_ Group _ __Company .
2017 2016 2017 2016
_Notes Em £m ___ &m £m
52 43 - -
33 - - 37 12
33 - 3 -
3 2 -
_ ~ 55 - Y 12
326 26y - -
_ ~ ~ _ (21 w3 = _ -
B h - 305 235 - -
33 - - 566 &30
33 - i5 - 3
- ~ 41 29
51 2= - -
135 75 2 5
41 39 1 5
_ ~ . o IE Y- I = -
688 G637 610 474
743 nef 647 436

Trade recenables that are not past due are not censidered to be impared as at 31 December 2017 These balances are spread across a number of high quality counterpariies

The ageing of past due trade recetvables for the Group 15 as folfows

B 2017 . 206 .
Impawred  Not impaired Impaired Notmpaired
o . fm _tm em em
0 to 3 months past due 3 78 1 £]
Greater than 3 monthe past du¢ B ) 18 86 Y4 54
21 164 3 124
The carrying amount of the Group s current trade and other 1ecewables are denommnated in the followng currencies
2017 2016
— . Em_ £m
Stetling i ’ ) ’ ) ) - h B Y 165
Euro 157 199
us oollar 266 236
Cther wurrencies _ _ o _ R _ o . _ _ _ 1 EL
i e B i B } 688 627
Movernents on the Group s provision for impairment of trade recevables are as follows
2017 208
. _ _ £m £m
1 lanuary i ) B ; 7 7 B - ‘157 £
Provision forimpanment of recenabies 10 B
Recetvables wiitten off duting the gear g« ancollechbie {2) ]
Foregn exchange . I . - — — ‘
31 December ) B ) } B ) T n 13

The creation and release of the provision for imparred recevabies have beenincluded in operating expenses i the incorme statement Amounts charged 1o the allowance

account are wiitten off when there 1< o expactation of recovering addrtional cash

The other dasses within trade and othet recewables and the other categories ot inancial assets do not contan impared assets

146

Annual Report December 2017



Group financial statements Notes to the financial statements

22. cash and cash equivalents

Group __ _ Company B

2017 2016 2017 2016

_ _Em £fm €m _ &m

Cash 3t bank T - 578 “9n 4 :
Shart term depauts ___ _8o3 T - -
1,381 1151 4 1

Cash and cash equivalents are held with authonsed counterparties of a tigh credit standing in secured investrents at LOH Group companies and at CCAG and
unsecured interest beanng current and call accounts short-term deposits and AAA rated money rmarkel funds elsewhere inthe Group kanagement does not expect
any losses from non-perfarmance by the counter parties holding «ash and cash equivatents and there are no matenal differences between theu book and fan values
Cash and cash equivalents do not include amounts held hy certain substdiaries on behalf of then clearing members, the use of whichis restric ted to the opetation of
the clearers as managers of the clearing and guarantee systerm (see Note 161

At 31 Decemnber 201+ cash and cash equivalents shown above include €1 047 nuliion (2016 £848 rulbon) of amounts held by regulated entities for requlatory and
operational purposes Total amounts set aside for requlatory and operational purposes include current assets heid at fan value of £19 million 12016 £74 millon) and
non current assets held at fair value of Tsg milion (2016 £21 milhon)

All amounts are subject 0 Tegular reviews with regulators n the UK France and italy

23. Trade and other payables

Group Caompany B
2017 2016 2017 2016
o Note = fm £m .. _Em £m
Non-current
Deferre Lrgasaderaticn 38 3 - -
Dtner roam-urrent navabiles 11 1y - -
I T S ,{‘-9 e - 71 —
Current
rade rayables 50 10 - -
ArTaLrts Jwas o GBIl L Tpantes, $d - 251 T
Senalse.ur ty andother gwe- 23 K - -
et paganle” 128 £ 16 13
Accruals 293 2le 8 22
deferred inzome . 104 93 - -
T T S - ig? oo 25 L
Total T i B 647 667 275 ore
24. Borrowings
~ Group o Company _
2017 2016 2017 2016
o ~ o £m _fm £m £m
Current ) o
Bank brrrowirgs 522 461 490 oy
Proferied secur.d o5 - - L = -
) T ) 522 el 490 T4
Non-current
Br rul- ; i o 1,431 free ; 1,431 "L._T
Total B ] 1,953 s 1,921 5.

Annual Report December 2017 147



The Graup has the foliowang commmtted bank facilities and unsecured notes

Carrying value

Interest rate

at 31 percentage at

December 31 December
Notes/Facihity 2017 2017
Type _ . o B _ . _ _ _ _ . ExpuybDate £m €m_ %
Drawn value of Facilities
Multi-currency revolving credit facility Nen 2027 00 369 L IBOR + 045
Multl curreney revolving credir facility _ _ _ - _ _ Dec 2022 600 153 LIBOR+3
Tota! Bank Facities _ - _ _ _ _ _ _ _ _ _ _ 52 _
Bond due Gotoher 2014 aet 2519 250 249 4125
Bond due November 202 Now 2071 200 298 75
Bond dué Septembet 2024 Sep 2024 Lih 443 0675
Bond dug September 2029 _ B _ _ _ _ _ . _5ep2025 444 461 275
TotelBonds _ e 1 T
Total Committed Facyibies ) ) 1,953

The carrying value of drawn bank faciities and bonds at 31 December 2017 was £522 milion (2016 £466 rmillonk and £1 431 rlton 12016 £547 nullion respectively
The pnor year ncluded €153 mulhon i preferred secunties

Current borrowings

The Group retaned total cormmtted bank facihties of £3 200 milion duning the financial year & new faciity of 2600 rmlhon was arranged onrmproved tetms whilst an
existing facility, also of £600 million was extended for a further year to November 2022 The new facihty s a 5 year commtment with two 1 year extension options
avallable 10 the Group, subject o lender approval These facilities were partaliy ciawn at 31 Decermnber 201/ with cannying value of £522 million (2016 £465 matiion)
which mcludes £3 rmithion of deferred arrangement fees (2016 £7 mullion;

InMay 2017 LCH Group exercised 1ts cali option on the niet € 180 rillion Perpetual Preferred Securtties revinuslyissued through Freshwater Finance ple and tepaid the
outstanding amount using a combination of free cash and Group committed bank faclities. The coupon on these securibies was fixed at © 576" per annum with interest
pard annually

Cassa diLompensazione e Garanzia S p A (CCaGY has duect intia day access to refnancing with the Bank of taly to cover its operational iguidhty requuements in the
event of a market stress or participant failure In addibon it has arranged commercial bank back-up credit ines with a number of commercial banks which totalled
€420 mlion at 31 December 2017 (2016 €420 mithan for overmight and fonger durathons to breaden its hguidity resoutces consistent with requitements under the
European Markets Infrastructure Regulation (EMIR}

LCHS A has a French banking icence and 15 able to access refinancing at the European Central Bank to support its liquidity position LCH Limited 15 deemed to

have sufficient fungible iquid dssets 1o mawtain an appropriate hguidity posion and has direct gccess to certain central bank fanhties to supportits igudrty 1isk
managament 1n accordance with the requiements under the EMIR In accordance with the Comnmttee on Payments and Market Infrastructures (CPMY, International
Orgaruzation of Securnities Commissions (105C0) and Principles for Financial Market Intrastructures {PFMls many Central Banks now provide for CCPs to apply for access
to certamn Central Bank facilities

In addition a number of Group entibies have access to uncommitted operational money matket and gverdiatt faciiies which support post trade activitiss and day to
day hquidity requrernents across s operations

Non-current borrowings

In June 2009 the Company issued a £250 mihen bond which s unsecured and 15 due for tepagment n Dctober 2019 Interest is pard semi-annually wnarrears in Apri
and October each year The1ssue price of the bond was £99 548 per £100 norinal The coupon on the bond 15 dependent on the Company  credit ratings wath Moody s
and Standard & Poor s both of which impoved duning the year by 1 noteh to A3 and A- respectively The bond coupon rermnained at 9 125 per annum throughout the
financial year

in November 2012, the Cormpany issued a L300 million bond under s Eure Medurm Termn Notes Programme (launched at the same time) which s unsec ured and 1s due
for repayment in Novernber 2021 Interest 15 paid semi-annually in antears in May and Novemnber each year The 1ssue price of the bond was £100 per £100 nominal The
caupon on the bond 1 fixed at 4 75% pet annum

Ln September 2017, the Compantuissued €1 Dilhon of honds in two €500 rmdhon tranches under 115 updated Eure Medium Term Notes Programmie The bonds are
unsecured and the tranches are due for repayment in September 2024 and Septermnber 2029 respectively Interest1s pard annually n arrears im September each year
Theissue prices of the bonds were €95 602 per €100 nominal for the 2024 tranche and €39 507 per £100 normingl for the 2029 tanche The coupon on the reshactive
tranches s fixed gt ¢ 8757 per anndm and 1 75% per annum respectvely

Fair values
The fair values of the Group s borrowngs are as follows

Rz _ 2016 __

Carrging value Faw value Carrying value Fair value

Group_ _ _ _ B . _&m__ _Em £m_ _Etm
Eofl-t-v.wﬁwgs B ) N - B ) h

— withun 1 uear 522 522 £19 626

- after mure than 1 year B . B R . S - 547 _ 843

) - - B B 1,953 2,042 1166 1268
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The fair values of the € ompany s barrowings arc- as follows

2017 2016
carrging valu_e i Fair value Car_rgl-ng value Fawr ;aal;e
Company ) - £m_ Em £m &m
Borr wings i i i
— wrhin L year 490 490 AT i
after mere than 1 year o 1,431 1,520 a7 _ E43
ST o o 1,021 2,010 §z1 a17

Borrowings ate classified as Level 2 1n the Group's hierarchy for determining and disciosing the fan value of inancial nstruments The fair values of borrowings are hased
ondiscounted cash flows using a rate based on borrowing cost Floating rate borrowings bear interest ot an agreed margin over LIBOR

The rarrging amounts of the Group s borowings are denormnated in the followaing cunencies

o 2017 o 2016 o
Drawn Swapped Effective Drawn Swapped Effoctive
Currency gm sm £m_ B £m o &m _ _ £m
Sterli g T S 1,032 (267) 765 71 1256 457
Eurn 921 (355 566 35, L) S
U pollas - 622 622 w = .01
Total S - 1,953 - 1,953 116 - 1106
The rarrying amounts of the Company s borrowings ale denorminated in the following currencies
o 2017 o 016
Drawn Swapped Effective Drawn Swapped Effective
Currency £m £m _ &m_ £m . Em £m
sterlng B T 1,032 (267) 765 2 25 47
889 (355) 534 N 50 131
- 622 622 P - o m
S I 1021 - 1,921 221 - 82
25. Analysis of net debt
_ Group _ Company
2017 2016 2017 2016
_ o o o £&m £m _Em £m
Due within 1 year T
©zsb ane . ash equ alents 1,381 11kl 4 1
Bark borrowings (522} 4551 490) [
Freferre ] weiigs o _- 153 - o=
) T T 859 53z (486) R
Due after 1 year
Bords (1,431) 5ed) (1,431) LYAN
Dermvatne finanar.g a-cers & - 4 -
Denvative fiane g lahities ) _ (29) L (29 13
Total netdebt T (597) 3 (1.942) 537
Reconciliation of net cash flow to movement in net debt
_Group Company_
2017 2016 2017 2016
_ | Em £m _ £m_ £m
Increase/(decrease) in cash in the year 216 [ (3} -
Bondd osue praceeds {885) (835) -
RelBTIPLAN C SEEfATTRC el Ll e 157 - -
Hond refagmert - SR - 23l
Addimonal driowaown S mank credit ool e (242) L (215) 1278
Sepanments midcds o gy rank oredit fanil fes 87 [ 2 12¢
Ut _atior of rewn foanes f0 ®rarang ottivitie 103 - o= -
Change 1n net debt resulting from cash flows (564) T (1.101) a
Faie 39 -27hat 98 movemaernes 2 e {2 1
A T TR W [ NI WA NI T R RN e tall It R11 1 MY ®) w7 (6) L
sod 3 e madjucter S o
PACL e At red b raalite et e T nt f e 1
Serd afeaten Fean e ane=ts el o al ) -
Cotber moncdefus pary b Contrged T tatien, - e -
Mot drLs af o e of sme e {34) [ (339) I 3t
Net debt at the end of the year o . _ 597 nssy -0
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26. Provisions

Group

1 January 2617
Jnbsed durng the year

Unwinding of discount an provizion
Provisians no longer requireg
Addinonal charge in tie year
31 December 2017

Current
Nan- urrent _
31 December 2017

Property
_tm

n
o]
1

2

The property provision represents the estimated net present value of futuwre costs for lease Tentals and dilamdation costs less the expected receipts from sub-letting
space which 1s surplus to business requirernents The leases have between 1 and 11 years Lo expiry

The Company has no provisions {2016 nil

27. Share capital and share premium
Ordinary shares issued and fully paid

] ianuarg“ﬁlﬁ
Issue of shares 1o the Erployee Beneht! Trut

31 Decernber 2016 - - -
lasye oishare% [gt‘we E(TijogJee B@\neht Tr.15t
31 Decernber 2017

T

The Board approved the alfotment and wsue of 224 955 ordinaly shares of par valug 6
Benieht Trust (2016 180 308 ordinary shares of par value 6

3 midlion 12016 €1 milicnt

Number of
shares
milliohs
348

.

350

" 350

Ordwnary Share
_ shares’  premwum . Tetal
24 ais Ob4

1 ]

4 361 Ims

- .3 _ 3
24 G64 988

Included within the curtent year O1dinary Share Capital of 350 mullion shares are 4 million treasury shares 1ecarded at par

150

pence at 4 waighted avelage exercise price of 1 251 pence tu the Employee
pence at 755 34 pence] to settle employee Save As You Earn share plans This generated a premium of
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28. Net cash flow generated from operations

_ Group o Company_
2017 2016 2017 2016
S Notes _ _g&m _fm tm Em
Profil Fefure tax fromn contimung Cre-ations S 564 364 18 5.7
‘Lozsn pn A pefare tax srom discontirusd op=ratic 1 _23) (M0 - -
Profit before taxation 541 408 18 51/
Adjustments for depreciation, amortisation and impairments:
Depreciaticn and amrortisat un JERREA 255 <3 - -
imparment of coftware 14 - 5 - -
Isaparment of property plEnt 2060 eqapiment 13 1 - - -
Adjustments for other non-cash items:
FroAt cn drsossal of Lusines:es 7 {7) - -
CoREA Do o Al 2a sfimvestmoent o cJosididTy i 23 7 — -
Gan o disposal o finanoal assets {7 i - -
Gther fgamnsidlosses on disposal af gaset. 2 1 - -
Snareof luze of assonaces 1z 9 £ - -
I~oaimmment ofinvestment i s ooate 15 - 14
Net firarie exper e 5 62 57 45 7
Snare L helne expense - 38 3 - -
RAovement 1IN JENsIons 31d provisign- 3 z - -
wot foreigt er hange diftererces (103) 1 1) N
rwident 10 me o - - (142) [
Movements in working capital
CalTEaRE LT Inventars 1 - - -
Hncteday— idecteave w irade and Ciner recen ke, 36) 1B 30 T
1D Teaue increase in trade and ther [agahles 47) 66 &7 13
Movement in other assets and labilities relating to operations
Incred - 1 OO0 Aranoial assets (162,005) 130 385 - -
Increa_e n CCEAnannicl izb e 162,095 30 506 - -
Increasen zssets held at farr a ue - 1Y -
Move~ o n del v St v@ 2858 L and gk sies 6 2 6 =N
Furct ase ¢ binvestment fund - 131 -
Urrealised gamlos. anthe reva nation of Anznoal assets 3} B - = -
Cash generated from operations S o o B52 _ 18 17 €5,
Lulmpnsing
Ingimng CpetEt na ar thohes 1,130 B 30 5
Nor uncelying iter s B {278) 1d4 (13) _ 1410
’ i T 852 bl 17 5
Comparatves Nave been teclassified to align prior year disclosure to the current year
rovernent in financidl labihities ansing from fingnong actnaites
As at 1 Acquisition Foreign 31 December
January 2017 Cash flows of businesses exchange Qthar 2017
£m £m im £fm £m _Em
Bank bomiow g ’ 466 52 - 2 2 522
Freferred se untie 153 (157) - &4 - -
Eonds 547 885 - 3 8) 1,427
FmIne ied e ghale el - - 10 - 3 7
Ligr gt o anare Al tstrmert s 19 - - 1 5 25
" 1185 780 10 10 %) 1,081

29, Commitments and contingencies

The Group had comemtrnents of il a4 at 31 Decertier 01712016 €54 malhont The amounts for the prics year relate to professional fees on the proposed moraer sath

Deulsche Borse The amounts were payable un the successtul s ompletion of the merger

£sat 31 Decerber 2017 contiacted capital c omnntrients and nther contracted cormmmutnients notb presded for i the finans al statermenty of the Group aned the

Lornpanty were mb{A010 mband ad 2016 €01 rrallion, 1osae ety

I the notrmal course of business the Grougs and the comparny tecenee legal clams nespect of cormnerciat ernplogmert and ather matters where 4 larns miore
likely than not toesult nan e onore outflow of benehts fram the Group of The Companiy d provissn s made tepresenting the e pected cost of setthng suecbclams
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30. Business combinations
Acquisitions wnthe yeav to 31 December 2017
The Group made 2 acquisitions n the gear ended 31 Decemnber 2017

0n 3 January 2017 the Group acquired the entire share capital of Mergent a leading global provider of business and financialinformation on public and prvate
companes The cash consideration paid by the Group at completian was US$146 mullion (£ 128 malkony and US$1 rallton [£1 rmithon) was paid on inalisation of the
purchase pnce exercise The acquisition will support the growth of FTSE Russell s core index offering supplying underlung data and analytics for the creation of a wide

range of indexes

0n 31 Algust 2017 the Group acquired the entire share capital of The Yield Book business a leading global prowvider of fixed income indexes and analytics The cash
consideration paid by the Group at completion was US3679 milhon (£575 rmlliony The acquistion enhances and complernent s LSEG s Information Services data and
analytics offering bulding on FTSE Russell s US market presence and fixed income client base glabaily

Date
acquired

Acquisition . o o 3 B B _Em
Mergernt 3 January 2017
Yield Bogk 3! August <017

Total
nvestment
. Em_
119
525

64t

Gaodwill
_Em

74
_as
289

Farr value of

assets

acquired
£m

45

310

355

Group contribution

___ post acquisition

Operating

Revenue preht
im £m

29 -

T - B & |
58 11

The Group acquired Mergent on 3 January 2017 1f the acquisiion had occupred on 1 January 2017 theiesults of the addiional penod of ownerstip would have had an
immatenal tmpact on the Group s revenue and operating profit from continuing operations for the year ended 31 December 2017

If The Yield Book acquisiton had occurred on 1 January 2017 the Group revenue frorm continuing operations for the year would have been £1 823 million with operating
profit (before acquintion amartisation and non-undetlyng termst of L334 million These amounts have been calculated using the Group s accounting policies and based

on avalable informanon

in the year erided 31 Decernber 2017 a total of £9 nvatlon tansactw casts 1 respect uf Doth acyutsitons fiave beert recagnised as & fon-undenying expense i the

Group incorme staterment

The fan values of the wentifiable assets and iabihities arsing out of each acquisinion at the relevant acquisiion date are as follows

Nun—é;;rent as;étsA
Intangible acsets
Property plant and equipment
Gefarred tax asvets

Current assets:

Cash ana cashi gguivalents
Jther currert assets

Current liabilities.

Trade and wther payaples
Non-current liabilities.
Deterred tax nabiities

Gtigr non_cutrent payabies
Net assets
Goodwill

Satisfied by
Cash . _
Total investment

N0l257

Mergent
Fair value
_tm

80

4

(14

26)

@
45
T
19

9
119

Yield Book

Faur valye
Em

307
2
2

525
525

Total

Fawr value
tm

387
2
&

18
(29)

(26)
&
355
289
644

&a5
64h

The valuation of the acquisttion of Mergent was finalised in the year and resulted in no change to the faiw values attnibuted on acquisition The faur values attributed to
The vield Baok acquisinion are prebiminaty and wall be finalised witbun 12 months of the acgusition date

The fat value adjustments are explained below

Mergent

The Group recognsed £6% milhon of purchased intangible assets arisig on acquisition representing £54 milhon atinbutable to customet velahionships £14 million
attributable to vanous technologies and £1 million relating o brands and trade narnes The deferred tax hability ansing on the recogrition of these intangible assets
was £19 mulion The far values of these purchased rtangible assets are being arnortised gver thei rermiawung useful ves from the date of completion

The goodwill of £74 million ansing on consohidation represents the growth of future expected income streams from Meigent s customer hase and development of the
Group s product offenng, along with the assernbled workforce and value of expected synergies ansing fiom the acquisiion The goodwill recogmsed 18 not deductible

for tax purposes
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The Yield Book and Citi Fixed Income Indices

The Group recogrused £3¢7 rmillion of mtangble assets ansing on acquisttion representing £57 nudhan attrtbutable to customer telabonships £152 rillion atinbutable
to vanous technologies and €56 rmilion 1elating to brands and trade names The fau values of these purchased intangible assets are being amortised over thew
rematning useful ves from the date of completion

The goodwill of £215 mullion ansing on consohidation represents the growth of future expected income streams from the integration of Yield Book s enhanced data and
analytics capabilities 1o better serve the Group s global custornet base and the value of the assermbled workforce and expected synergies ansing from the acguisition
An election has been made to treat the goodw il arising on acqunsinon to be deduc tible for tax purposes

Acquisitions in the year to 31 Decernber 2016
The Group made 1 acqnsition n the year ended 31 Decembet 2016

Turquoise SwapMatch Limited

0N 11 July 2016 the Group acquired a 504 equity shareholding 1In Turguotse Swaphatch Limited (Swaphatchi for a cash consideratian of £3 milhon The main actiity
of SwapMatch 1s to provide a neutral platform allowing prume brokers to match and net off synthelic equity posiions with other brokers The fair value of net assets
acgured was nil and the Group recagrused £1midhonin goodwill immedhately following the acquisttion the Group made a £1 rillon cash investment n exchange for
an addihional 10 equity in SwaphMatch

The valuanon on the at quisition of Swaphatch was finalised durning the current year and resutled in no change to the fair values artnibuted on acquisition

During the curient yedr the Gloup purchased the remaining 20 & equity mterest of Swaptatch it cid not alteady own As at 31 Decernber 2007 the Group holds
a financual habiityrepiesenting the tar value of associated earn nut pagrments attached to the transaction

31. Leases

Operating lease commtments - Group as lessee

The Group leases vanious office properties under non-rancellable operating leases The total future mimmum lease payments under non canceligble operaning leases
are due as follows

Property
T 2017 2016
Leases expiring in B o o o em £m
Lesat ign - Leas T T 13 0
Morethar 1 ozar but g5 1927 © geats 111 M
More tharn hpears - o 54 I
T T 198 T

Cpelating lease payments of £ 32 mihion (2016 £30 milhon) were charged to the income staterment in the year 1 telation 1o property

Operating lease commitments - Group as lessor
The total futwe mimmun iease payments expected to be 1ecened under non-cancellable operating leases for property where the Group 15 lessor are due as follows

__ Pioperty
2017 2016
Leases expiring in o o o - fm £m
Less than §|gear T ’ 5 :
Morethar 1uear but lags than B Jedi . 13 Il
Wire “bar 5 uear- o L :1 - B
21 i

Finance lease commitments - Group as lessee
The Group has hnance lease contracts for certan property rentals and distribution i ences Future rmimum lease pagments under inance leases together with the
present value of the net rmimimum lease pagrments dare as follows

2017 R 2016

Mimmum  Present value MimmsunT  Present vatue

. payments  of payments paymetits  of payments

Leases expiring in . £m £m £m £m

LE5711am 1 JenT 3 3 - -

WITC TR L Leds DUt e tnar Logeans @ @ - -

Tetalimimn amleas paym=ree @ . M - -
Feramnann s repleserteng iranees nares - -
Present value of minimum lease payments ) )] .,

The ™ armant] has nolegee commutments 1A716 nonet
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Finance lease commitments — Group as lessor
The Group has finance lease contracts for certain property reritals and software heences Future munimum lease pagments receivaple under finance leases together with
the present value of the net rmmimum lease payments are as follows

B 2017 Y- _
Mwnimum  Present value Mummum  Present value
payments  of payments payments  of payments
Leases expiringin- _ . o . . _ _ _ _f&m __ €m _ £m __ Em
Les< than 1 year - - ] 1
More than 1 year put less than & yeats _ . o o _ _ o~ o 1
Total mnimum lease pauments - - 7 2
‘_&@iamour%:"e;‘:[esegmgﬁnﬂce chargas o o o o __ . . .= = - _ -
Present value of minimum lease payments - ~ 2 2
The Company has no lease commitments (2016 nonel
32, share schemes
The London Stock Exchange Group Long Term Incentive Plan (LTIR) approved at the 2016 AGM has 2 elements a condiional award of Performance Shares and an
award of Malching Shares linked to wvestrment biy the executive of annual honus in the Cormpany s shares — the latter element 15 not appheable to executive directers
vesting of these awards 1s dependent upon the Company s total shateholder return performance and adjusted basic earmings per share turther details are provided n
Lhe Rermuneration Report on pages 72 1o 94 Awards are granted at nil cost to emplogees
The SAYE Schemne and Internatwnal Sharesave Plan pravide tor grants of options to employees who enter Into a SAYE savings contract and options were granted at
20 per cent below farr market value dunng the year
The Group has an employee beneht discretionary trust to adrmster the share plans and to acquine the shares to meet commuments 16 GIolp employees At the yeat
end 944 49512016 376 456) shares were held by the trust funded i part by an interest free loan trom the Group and in pant by the issue of 224 965 2016 1 530 3480
shares and transfer of 1757 774 (2016 nily shares held in treasury
The Cormpany has no employees but i accordance with IFRS 10 Consolidated financial statements has the abligation for the assets liabiltes wicome and costs
of the employee beneht trust and these have been consohdated 1n the Greup's inancial statements The cost of the Groups shares held by the trust are deducted
from retained earmngs
Maovermentsn the number of share options and awards autstanding and thew weighted average exercise prces are as follows
Share options ~ SAYE Scheme B LTe
Weighted Wwewghted weighted
average average average
Number exercise pre Number exercise pTice Number exercise price
£ £
1 January 2016 3€ 340 & 20 G20 &17 G4l 6253600 017
Granted - - 2ulESL 2238 1G64 875
Exercised 1170 186, 00 1163 2014 B4l 12 210 607 -
Lapsed forfeied _ . B o o e _ois wlih L28 17 82 L s02TI -
31 Decembar 2010 3u4? Has 8§32 84l 1796 SE570E5 Gis
Granted - - 453,437 31 2,087,838 -
Exercised 1,771) 8.83 (625,784} 14 41 (1,681,434) -
Lapseafferfeted . _ _m - tee2y 2082 5399 -
31 December 2017 1,676 B.94 867,873 26.60 5,438,872 -
Exerc sahle af
31 December 2017 - o o 1676 894 _ 9964 827 0 - -
31 Decemper 2014 3447 2 8E 13533 16 37 2397 -

The werghted average share price of London Stack Fxhange Group ple shares during the year was €35 3212016 £2696)
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The tange of e xetcise prices and welghted average remeaining «ontraclual hfe of awards and options outstanding are as foliows,

31 December 2017

31 December 2016

Weighted weighted

average average

remawnng Temamning

contractual contractual

Number ufe Number fe

_ L R oo R _ ~ _ _outstanding ~ Years outstanding Years

Share options

Lewstnan £7 - - 1001 -

Beween €7 and Lo - - - _

Beiween L and €4 1,676 - 3447 -
SAYE

Booween €10 anc €0C 4,788 - 436 403 nz

Between £E20 ang £330 414,144 0.5 450 44y 12

Kote than £30 448,941 15 - -
LTiP

Nl 5,438,872 13 CRETOLG la

Total 6,308,421 1.4 £ 453052 4

The far value of share awards and share optons granted duning the gear was deterrmined using a stochastic valuation madel The key assurmptions usedin the valuatien
wore as follows

Share

Performance Shares Matching Shares Restricted Share Award R Save Plan

03-Apr-17 IE'AE'EE‘A'{EIL 07-5ep-17 17-Nov-17 10-Apr-17 17-Nov-17 03-Apr-17 1I)7—Ap‘7—11 E-ﬂ]g_-_l?__ﬂ?-Sep-l? 17-Nov-17 93-0!:!47

Grant datesharepoe £3191  £32.27  £39.44  £38.46  £38.46 £32.27 £38.46  £3191 £3227 £39.44 £3846  £3846  £3IBTS
09 2 1.6 2 09

yearsto yearsto yearsto yearste yearsto 333

& pectad s Jyears Jyears 3years Jyears 3Jyears _ Jyears 3years  3years Jyears 2Gyears Jyears 28years years

Exeroise pTice _na na.  na na. ma ~~ na_ na _ma__ ha  na ma. na £31.11

0 wdend yied J14%  13%  12%  12%  12%  13%  12% 1% 13%  12%  12%  12% L2%
0.02% 0.08% 0.17% 0 1% 0.4%

Risk fregirterestrate CB2% 02%  03% 0.2% 06%  02% 06% to 0.16% to 0.16% to 023% t00.19% 100 56% 0.7%
229% 255% 267% 26.0%  146%

Vuatioy 26%  26% @ 26% @ 26% 26% _26%  26%  1026.8% t026.5% to27.4% to 26.8% to 26 3% 26%
£3064 £3100 €3827 £37.19
to to to  €£3711 to

Fam value - - - - - - - _ _£3152 £3142 £3871t0of3756 £3806  £10.21

Farval e T3 _ £1187 £1229 £1571 £1391 £1412  £1229 f1412  ma  na _ na__na  na_ na

Farsaly-£P< - £3064 £31.00 £3809 £€3711 £3711 £31.00 £3711 = na na. na  na na na.

The appioach adopted by the Group in deterrmining the tair value for the Performance and Matching Shares, granted during the year was based on a Total Shareholder
Return pricing rmodel which mcorparates TSR and EPS performance conditions and 1 forences the vesting schedutes of the awards

tor all other share awards including the Share Save Plan the Black Scholes model was used

The signihicant inputs nte both mndels are the share pnce at grant date expected valatiity dradend yields and annual nisk freeintetestiate The volatiity azsunption
15 based on the mistorical $gear volatiig as at the date of grant The nsk free interest rate represents the yield available un a UK “s19-caupon gover nment bond on the
date of grant for aterm commensurate with the vesting penod of the award The expected hferefers to the time from the date of grant t the date the awards vest
Holders of shate awands and share sptions are not entilled torecetve disadends declared duning the vesting penod
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33. Transactions with related parties
Key management compensaton
Compensation for Duectors of the Company and kel personnel who have authonty for planmng directing and contioling the Group

2017 2016
_ i - . . - . . _ _ _ . o _ _ . R _Em
Salanies and other shart-terrm henefits 13 15
Pensions 1 1
Share-based payments B o L B B - - B o - O L
35 34
Inter-company transactions with subsidhary undertakings
The Carnpany has loans with sarme subsidiary undertakings Details as at 31 December 2017 are shown in the table below
Amount {owed tol/due
from as at interest Interest (chargep/credit
- - rate as at 31 December - -
Loan counterparty _ . ) 2wz 2016 _ k _ Term _ _ 72007 2016
Londun Stuck Excnanae ple £(130)m £il1nm 25 years fromi May 2006 with 5 L1BOR plus £(3)m £ 4
20Ual annua epayrients 2% per annum
B B B ] Comimencing im May, 2027 :
tundnn Stock Exchianae Employes Benefis Trest £37m 13 Repauable an demara Nem-mtere st - -
- - B - ) bear rg o
Lundon Stock Exchange Group Heidimgs Lltaby - €10 Fiftn anmiversary of the nital EURIBUR plus - -
Limited B B utilisation date‘ug_hvfh was Apru 2015 . 1S%perannum - B
London Stock Exchange Group Holdings 1taly - i Fifth annwersary of the imtial LIBOR pius - -
Limited B Jtiiisaton date whie was Apnl 2013 B VSWoperanmum
Pandon Stock Exchange Sroup Holgings Lirmited £240m a0m Tenth anniversaru of the imtial _IBOR plus £10m TIgm
_ _ - . utiisation datewhich was 0.1ober 260%Y AN peranndm L .
London Stock Exchange Group Heldimgs Loamied - USH10sTr Tenth anneersary of the mital LIBOR plus UsS%$(1ym Us%idarm
. - ~ . . . _ utilrsaten date which was Cclaber PU05 & 0% perannum .
London Stock Exchange Group Heldimgs Limted €(m €iadim Tentn anmver sary of tne imnal EURIBIR plus - £1m
i . . o . utilisat o date whnch was Outeher 2008 _eO%perannur .
Landaon Stock Exchange Reg dotdings Lumised €1im €lam Fifth anniversary of the mutal EJRIBOR plus - -
77 _ o utinsaton date which was July 2013 LZyoperannam .
Lendn Stecr Exchange Rea Hoidings Limited £20m idim Fifth armwersary of the mihan LIBOR plus - -
_ _ _ . S . utiisdtion date whi wad July 2013 _ 12N peraniurn . ~
London Stack Fxchange O Lirmted €19m €l Fitth anniverzary of the mival ELRIBIR piue - -
- o - - B - uithsation date whenwas May 201/ 1 5% per annurm o
London Stock Exchange Groul Holdings us$(ajm US% 3 Fifth annwversary of the mtal 1,80R plus 1 5% per -
Laxembaourg L td utilisation date which was Decemben annJm
; _ o 2 ] ] ]
LSEG Emiplayment Services Limited £11tm £53m Fifth annwersary of the mitial LIBOR plus 1 2% per £im £im
. - - - B utlisanor date which was January 2035 B Aannuam o -
London Stock Exchange Graup Services: Limited £67m ©7im Fifth anniversart, of the mtual LIBZR plus 0 5% per - -

uthsation date whirh was Jan.ary 2016 annum

Duning the year the Company charged nrespect of ernployee shate schermes £10 mihon (2016 £11 million) to LSEG Employment Services Limited £6 rralicn 12016 £6
millory to LLH Group £6 midhon (2616 €4 miilioni to London Stack Exchange Group Holdings ltalia S p A group of compames £2 rmilion (2016 £1 mihoni to FTSE Group
£5 rralhar: (2016 £1 mulhony to tandon Stack Fxehiange Group Holdimgs tne £ mithion (2016 £1 mallon) to Midlenmiam Graup and £8 mulon (2616 ml mmllan to Landon
Stock Exchange plc

Inthe current year the Cormpany recewved dmdends of £142 million trom London Stock Exchange ple (2016 £16% mifion) Inthe prior year the Cornpany recerved
ddends of £408 malbon from LSEG US HRldC o Inc £65 mallion from LSEGH iLuxernbourg) Lid and L84 million from LSE Group Holdings (taly) Ltd The Company
recogmsed £32 muilion ncorme (2016 £61 million) and £43 million expenses (2016 £42 milliony with Group undertakings in relation to corporate recharges At 31
Decernber 2017 the Company had 106 rmillon {2016 €107 millon) other rec ewvables due from Group companies and other payables of £116 midlon (2016 €36 million
owed ta Group undertakings

In the year ended 31 Decembet 2017 the Group rec ogrused £4 million revenue (2016 £2 rmilhony and nil ather incorne from associates (2016 £1 rmihany At 31 Decernber
2017 the Group had no amounts recewable from associates (2016 £ 3 rmihon non-current toan recewvable and £15 midlon current recetvable)

All transactions with assoiates were are carned out on an arms length basis
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Group financial statements Notes to the financial statements

34. Events after the reporting period
On 17 Januany 2018 the Group complieted the sale of Fxactpro Systems L imited and 1ts subsidhanes |Exactprot for an aggregate consideration of £6milhan comprismg
a purchase price of £ 3 milhon and an uncondiional wawer of £ 3 muthon of deferred conuderation payable to the Exactpro purchasers and 1ecognised on the acquisition

uf Exactpro by the Group

The Exactpro busimess was part of the Technology Services segmient and was contamned withina stand alone CGL The Group has determmned that there1s ne
impairrment of the carrying value of the goodwill in Lthe Lxactpro Details are provided m Note 10

On 23 February 2018 the Gioup becane comimitted to acguinng an additional 2 04% interest of LCH Group Holdings Lirmited from certain minenty shareholders
This will mcrease the Group s holding to 6797 + The agqgregate consideration te: be paid by the Group s € 35 miflion The triansaction s expected to completein
sarly March 2014

35. Other statutory information
Auditors rernuneration payable to Ernst and Young LLP and its associates compnse the following

2017 2016

77777 . . o o _ _ fm £m
Adit of paren: ard consahidated Ainanciar siat=r e 5 1 1
ALdit 2° subwidhary comipdmes 2 K
Neari-3uctt sefaces D T -
Total 4 3

finst and Young LLP provided non-audit services of €640 201 150 of total fees 12016 £623 056 27% of total fees) This comprsed of audit related assurance services of
T46360212016 422 238 and other non-audit services of £176 599 2016 £400 814l

Further detais of the services prowided by Ernst and Young L LP are givenin the Report of the Audit Cormmittee on pages 65-69

Duectors ernolurnents comprise the following

2017 2016
o o o R o Em £m

walary and reec 3
Serformance bomus 3 2
G21me made o shZre aadrg 7 -
Seraft- S o 1 1
14 A
Coernbeton- o lehned contnibution s2hemes L o 1 o1
. o 15 i

Dunng the year 1 Director 12016 11 had retuement benefits accruing under detined contribunion schermes and 1 Direclor 12016 11 had retirement benehts acchuing
under a defined beneht scherme

turther detads of Directars emoluments are included i the Rermuneration Report on pages 72 ta 84
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Related undertalings

Adist of the Group s sutysichanes as at 31 Decernber 2017 s qwen below Including the percentage of each dass held and the Graup S ownership percentages

The share ownership percentage records the percentage of each subsidiary s share capital owned withun the L SLG Group Shares owned directly by LSEG pic are hsted as
being a dwect’ sharehalding shares owned by other LSEG Group cornpanies are listed as an’ mduect (group interest) shareholding where more than 1 LSEG Gloup
rompany owns shares in a subsidhary these intevests have been added together The ullimate econamic nterest petcentage on the other hand does not show attual
share ownership 1t records LSEG ple 5 effectve interestin the subsidiary allowing for stuations where subsidiaties are owned by partly owned intermediate subsidiaries

Al subsidiaries are consalidated in the Group s inancial statements

Name of subsidhary undertaking

BANQUE CENTRALE OC
COMPENSATION (LCH S A+
BI* Market Services S A

Bendciear Liited

Borsa L-t-al«m;:a ST A

[aSS_a _D1 C-r\mper‘.sazfnne €
Garanzia s p A CCHT
CommodiyClear Limtted
Elte <luh Teal Limred
Ehte S 0 A

Egwityclear luﬁteﬂ
ELiIONﬁ% leutejr 7
EUrOTLX SIMS D A

é«actﬁm Sg;femi Limited
Exagfprtwéuste;ﬁs LL-(
éxa:(';\ro L[C

ForexClear Limited

Frank Russell T cmpanuy

FTSE Austrahia L\mns-d

FTSE 1Beying,
Cansulting Lirited
FT3E Japam Lirmited

FTSE Americas in¢
FTSE China Index Ltd

FTSE Ficed Inceme LLC
FTSE International
tFlan(ew lelteﬂ

FYSE International
rHang Kongr bimited

FTSE Imternational
dndar Lirmited

FTSE Ememanonal
igalyt Lirmited.

FTSE international [MEA\ L‘ﬁ

FTaE International Brasi)
Representacpes LTDA
FTSE International um]!ej

ﬁTSE Y\ﬁemc‘js-)meaau de
Respomsaiihdad Lirmtada Je
Capual Varlabl&
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" England and wales

United Arap Emirates

Country of iINcorporation

-t'ﬁgla_nd #nd Wales

ha_{g
naly
Eru_g\aﬂci_arwo wales
Enq'ami ana V\de-
1taly 7

[ng'wémd and Wales
Eniméndian:l Walet, ’
ltaly

En.-‘;landiarwd Waley
Umited States
Feu_s‘mar I_fedefanon
E_nglar:d ana Wales
Umt_ed Sta_tes
EF_Lan:Iaﬁd wales
thna
England and wales
Urtted states

Hong Kong

uniEes Slates

E;qla'wdiand Walei

HEng Kong

-E ngland ana wales

Brarl

En_glam-d_}:r;d wales

Mexico

Mians

clu

Centrat Homg Kong

Registered office address

18 Rue du Quatre-Sepiembre
002 Pans France

Flazzd degh affan s z01on
Lumbardia Ttaly
A\dqatc House 33 hidgate rugh Street
canden England snd Wales ECIN 1EA

Dazza degh Affan € 20123 Miarc

lomba'dla ‘*alq
Vi3 mmage\h 148 Jmuﬂ Teme Italu

Aldgate House 33 Aidgate High Street

London England and Wales_ TCINLEA

15 Paternoster Saudare London
Engqiand ang Wales ECaM 705

Piazza degl, Affan 6 20103

_Milanu Lombardia ltaly

Alagate House 13 Aldjate righ Street
London mq an and Wwales ETIN ITA
10 Du:em ate' Sguare
London England anc Wales
F\aﬁo deqghr Attan g 20171
tilane Lombardia taly
10 Paternoster Squate
London England and wales ECAM 7

4940 Civie Center Dive Suite 200 San Ratael
Cabfornia 94503 United States
Buldhing & 23A ¢nd Yuzbnnportoay Pro
Moscow 115088 Russian Federat,on
Aldgate douse 32 Aldgate migh Sireet
condar England and Wales EC3NAEA

ECaM LS

eezd

Corporatien Systerm 0S5 Jmor Ave St Sate
120 Qiympia Washington 98501 Jnited Siates
10 Faternoster square

Londzn_England and Wales RCAM TLS

Rom’v 32D H GJF Dongwar Diplomatc Buwlun*
Dangdﬂ'meﬁwat[!a]lt‘ Bemny hmg

16 Paternaster Square

London England and wates ECAM TLS

BC State Street Albanu New York
1207-2543 united States i

&thFloor Alexandia House T8 C nam' Rtad

Central Homg Kong

cly Totporatinn Service CoW‘thg SnlLne FJI‘
Drive Wilmington DE 19¥0% Lnned States

1L Paternaster Syuare
Lrmdon England and wales EC4M 113

Gtk Flomr Alexandra House 13 Chater Road

10 Paternpster Square

Londan Englana and Wales ECAM 715 o
10 Paternoster square

Londen England and Wales ECaM 7LS

Othre 50 Level 15 The Gate PC BA)x l?lz.lh

Dubar urited Arab Emirates

Edifcin Argentina Prala de 5([d\OQO 2

16 andar Salal€l? R de lanec Brazil

i Da”mc;teJ Sguare

Lendon England anc Waies EDAM TLY

Bases delus Tamanndae 400 pse (2

Bo‘ ques de tas Lhmas hMeaco Oty
OS]M, Mexic o

Idenuty of

each class of

shate held m

the subsidiary
undertaking

Crdimnary

Graimnary

D'dima'gr
EJr:jméfg

OI({ITWEHQ

Crdimary
Crdinary

Crdinaru

Trdinaty

Ordiraru A

Drdinaty
5rdma:g
Mermber

Interast
hMember

interest

Crdinary
Cru mr " i}
Gm&my
Dralﬁafg

Ordinary

) Qid‘\ﬁmg_

tember

. lnte[est

Ordinary

Drdinary

Orchinary

Ord nary

f Idmaru

Crdmary

ordmary

Ordimary

Ordinary

Direct ot Share LSEG pic
mdirect holding ownership ultimale
% BCONOMIC
intarest
%
Inmrect 8551 ??s 52
groupnterest N -
indirect 3393 3599
GTOLE NTETELL .
indirect 100 6° 33
igrouprterestt ) - ) -
Indirect 9959 9% 99
_Igraupanterest R _ .
Indirect 100 493 9%
areup nterest _
Imdirect 107 £593
group tteresh .
‘nawrect 13 74499
grouL intetest
Indirect 75 7499
rgrouL nteTest ~
indirect 110 6592
group Interest A
indiect g 6253
1graupntere st
Indirect 70 £959
1GTaup Interest - .
Inci=Ct o] 10
Qrzup Interest
Ingiract 197 10
grouE niEiesh ~ _ R
nawrect 10 160
gTLp InteTest . -
Indirect e 6593
1aroug rterest
Induect g 100
aroupanterest -
Induect 100 1ot
groLp nterest _ _ B
Indwect 100 100
'group rterest, .
Indurect 200 100
artoup nterest; - B
indrect b 100
_ mroup interest ; _ _
madirect 10 fald
(GTGU]: Interest
mdirect 100 100
1gTLUp mteresty X . X
Indwect 160 17
lgroup interesty B -
ndrert 100 100
gredp eterett ~
wmidirect 100 100
igroupsnterest, o )
Indrect 10 100
Agroupanterest -
Indirect 100 160
1graun nterest
Indirect 1949 100
Igroup nterest
Indirect 1030
1GToUp Interest
Induest 100 100

1gTaup Interech
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Name of subsidiary undertakin

FT8 IMX C
MdH(:TH Ine

lobal Dent Capra

FTSE TMX Giobal Debt Capral

Markets Lirmted

Gaieah Linitted

Gatelan &l

Glacier Ta.war Lurited

alehesettle - !—\

Irnowative Trading Sys erms
JK Limired

rtemaional (omrmodities
Cleaning Haus& Limited

9

rirnss Researoh Systernc Inc

LZIH Limized
Lud Cleart et
luremboury ~arl

LOH Lroap Holdngs timites.

Lod Ciearnet 1LT

LOH G Lrmited

LOH Clearnet Group amited
OH Penaors Lur ted
LCH FLF Limeted

~ondon stack T hange
Ceomted
Lohdz k Exchange

' mnerlmlg SoLtion: LP
Londsonstack 2xchanas
Group 'SETVW;HH. Lirnated

Lzngrn Stock £xshange
Liods Aoldingsailtaly L

L ndanestock Exchange
Growe Aoldhings B crmited
London ftack Txohiatae
Grody Hoddngs [taha S p A
etk Exhangs
ldmgs armitec

LT
GinueH
Lo sta e Exchiange
LE! Limite

Lerdar Stook Feochange Flo

Lordar ok Da havge
e e ldings L ke
LBt - ancing Lim ted

L R BLmo s St
Colembe Brvate Lireted

LIEGBL NG © Sem
LBGAEST o d

F=Fo P gmaeme?
LT

Nl RN

Lirmited

e Larted

Eﬂgilgﬂd and Wales

Country of incotporatian Registered office address

oYLk STreet SL ne 1Y
Torcnto Catang “arada

Canada

England and wale- 10 Paternoster Sq_uarc

Londor England and wales SCoM 7Ls
Eng'ar 1 and Wales 17 Patemﬁste' 54 lmn-

London Englanc and walew EC4M 7LS
taly Voade:Pentn 181 30170 Lseria @'y
Tdiwar 12F N als Sec 4 XirgtRd amu Dist

o - Taiper Dity Tetwan
L Uxemnbnurg 15 Rue D= Bethoura L- 1273 _Lxcﬂ”bOuT(

lt Paternsster Sgudre
Lonadun Englana and Wales ECLM 7L

Engand ard Wales
Ruswar Federahicr
Mnscow Russian federaticr

Aldqate House 4 A dgate High Street
Lorder £nglanc and wales =C3N 1EA

COGENCY GUOBAL 1N 10 East 401h S

New ¥o1k r\\‘ 51e

Eﬁrlund ar 1 wales

Lnited States

Erglard and wal

m

1 Jspmhr\uvq

E2ree Chanes Martel Luxemonurg -1
Luxembourg o

Aldgate Hoaze 33 A dqate qur S et

1 ondon zng and and wales S0AN ITA

Englareaard wales

Trust Zomipany

L nter Statas it Tne Cotprration
orpotat on Trust Zenter
wWilmngton De.awate dnt

f‘)

el Starel

Alggate House 33 A daate High wtreet
L31dien an\and and wales

England and wales
FOaNTEA

dquH Jue s;Am_Jatc ngl Slreet

“enacn Ergiand and Wales = I\_J.EA

Eﬂqlawd and wale 7A7:Igéte House 33 Adgate bigh straet
ZUAN LEA

moen England and wales 205N LEA

10 Paterncster square

Lancer England and wales 20aM /LS
England and wales 10 Paternoster SqQuare
-onden Englana ana wales “04M LY

Ercland and wale 15 Paternosier Houare

Lundor Englan. ana Wales S24MFLS
C Paternciier SGuarc
Londsr Englana anc Wale:

Eﬁgh}d and wale-

i

(ol 7L

Engiand ar 4 walgs 1C Faternosier Souarc

Londin fnglans anag Wales ECAM UL
[taly Mazza degh Affant 20123

Miians Lomoadu 1aly
Tnglandand waies 10 Fdrermﬂm Sauan:

Longcen Englarad and walet ECant 70

anlwaiE: 10 Fatermoater SLare

Luncin Er Pand ani Walez ECAK 7%
Englang and wal-s 1 Faterrostor S te

Lond. n Ergland and Wwale. Flal' 7 S
England -nd wai-- 10 Patorno-ter Suuars

Lonaen England and wales ECal T

IC Fater ter Sauare
Lancon Frgiand and wa e

Pl -mid ard wals o
Frak/ /¢

Toeanks Traee Erpeett Doty Naradane

Coerrbo e e Larka
England] omid weal= I Fatern <fer ©ouar-

Loncan Englar Jand wiles ELalt on
Frogland g Wi, Lol aterr nt=r *qual=~

Lomter Tagiand and Wene By ol 7L

el 1 soudre
Lerd o Tnguand 3nn Wdl=r BT

sroar b Jwhe

T
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Name of subsidiary undertaking Country of wncorporation  Registered office address Identity of Direct or Share LSEG ple

aach class of mdirect holding  ownersing ultrmate
share heldwn % econome
the subsidiary nterest
undertaking by
L3EG Informatuen Setvices Urited States CT Carporation Corporaticn Trust Center 1209 Ordinar, Indirect 10 Uiy
s ine Orange Street Wilmmingtor Delaware 981 dnted 1QTGLU INLETSst
. L N B ~ States _ A _ _ _ _ _ _ L _ _ _ }
LSEG Lreland Lwmted Irefand 10 Earlsfort Terrace Dublin Ordinary Irdirect 100 1en
. B . L _ _ DO2 T3gd Ireland _ _ _ 'group nteresy .
LSEG LuxCo 1 Sard tuxembeurg 5 Rue De Bitbouw'g L 1 73 Lmefnmurg Ordimary Indirect 100 100
. . oL giodRerest
LSEZ LuxCo2Sarl Luxembourg 10 Rue D Bubowig L1273 Luxemnowrg Grdnary Indirect 100 pLLN]
7777777 - - - N - L L _ ~ _groupnterest
LSEDG Malausa “dr Bhd Ma'aysia Level 16 1 Menars Milenium Crdmary meirect 149 100
o _ . ~ B _wilayah Fersekutuan Kuala Lumpur Malayna _ B _oigrouponterest .
LSEG Pensior Trustees Lumited  England and wales 10 Paternoster Souare Lon Crdirary Indirec 10C 190
Engiand ano Wales ELAMFLS _ R ~ B _ ~ 1Qroup INteTest _ -
LSEG Tezhnole gL, Limited England and Wales 17 Paternaster Sauare Londor Ordinzry Indirect 1m0 100
_ R . E'lGla'ﬁ and Wales tu«M s B B . R _ _Igroypanterest _ N ~
LSEC LS Ho\ oo Jn Urited States cfn CoTporation Serviie wnwahg 773l Cemterville  Comman Diect 100 oc
_ _ o Read wilmingten Delaware 19508 bmited States - R o . B . -
LSEGH 1L LLT " Unied state c/o Capital Servees Ing 1075 State Stieel Sute B arginark Indirect 10y 160
B B ~ o _ _ . ~ Dover Delaware 19901 Umted States . . _rgrouk rterest. _ _ ;
LSEGH feuxernbourgr Lirmited England and Waies 10 Raternaster Square Crdinary Direct Flus 100
o . R _ _ B London England and Wales EC4M 7LE . N . i R _ ; i B
LSEGH Inc urnited Srates i Captal Services 'ne 1£75 State Stieet Sue re B Ordinarg ndrecy 100 1040
A . . ~ B . . Dover Delaware 19901 Umted States . A groLp interest - . _ R
eSEM LT Mangoha tandmark 7th Ficor {hingais Averue Srdinary Indrect 128 108
_ _ _ . _ . Ulaanbaatar Mongoha B R . . 19TLp Imtetest R R .
KMarche de Titres Prance iMTs France 18 Rue du Quatre Septembre 7‘?Ou Jrdinary Induect e T
Prance: B . Pans France . ~ . IGrSup Miptesh . . _
M-CCE H\Hmaa m\ Uritted States ofn The Corpr ;rdmrr Trugt T O'Tm.irg Carporanan Ordingry Ingdrect 100 104
Trust Center 1205 Orange Streer Welmimgt:- I ATOUL IMTETEsy)
B o . . . Delaware united States R . _ =
M-CCP Parent In: Umited Gtates /o The Corpuraban Trust wmpam Crrparation QOrdinary Inagrast nh 1L
Trost Center 120G Gramge Street Wialtmingtin 1T T eTe s
- - . B Delaware United States ; . i . . B
hergent Japan K K Japan ]“m Yurakuchoek mas Bldg P oYurakuoh Crdmary drectigionp 100 10
. . . . . - . ~2-omome [hyoda-ky Tokys A mrerest. R .
Wergent inc Umted States c/e The Corporanon Trust Company © Cropcanon Crdnary mdwectgroup 100 1on
Trust Center 1200 Drange Street Wilrmington nterest
. N . ~ . . . Delaware Umted States ; ; . - . _ o
Millennium Informaticn Incha B3 =0 Mittal Towers Nanman pons Oriingry Indirect Wn a0
Terhnologies ndia: Mumbar -400 (21 incha 1graup nterest
tPrivane Lunited _ i ~ _ . ~ . B . B ~ _
Mllenrium 1T mﬁA mc umted states 10913 Centre Road Swite 4035 Wilmingror common Indirecy L] 10
DE 19305 o . grous interest _ _ ~ B
Millenmium 1T Serices S1iLanka 507 Sy (‘mtampa\nm A Gardiner Mawatna Ordinary, Indirect e 100
TPrvater Limted o B _ . ColomEo 02 511 Lanka B _ _ _ _\groupanterest B
Millenmiumn 3T Software cnLanka No ©1 Millenniam Drne Malzbe S Lanks Ordnary indrect 106 109
tPrvate Liited _ . _ _ _ _ _aroup interect _ o
Millennium Seitware Canada Saite 2480 1233 Bay Streel Toromts sammeor indire.t 100 100
iCanada; Inc B o . . _ Ontane Canads - . - . ~ o group nierest. oL _
Monre Titelh S A Italy Pracza degh Affari 6 20125 Milano ordmary Indirect 9% 88 Q8 »7
~ _ - B _ . Lombardia Jtaly B B R ~ . _ B Cagradp geerest. B
M5 Markets United States 24 Wall Street Sutre 46 Didmary Indirert Hugl 68243
Miternabional Ing New York B 10005 orited Shates . . B _oglouponteselts ~ . .
Mercato dec Tital di fraly Via TOH”i(:’Hi 146 (0156 Rare tq!u Jrdinary inGirect 62683 G =7
S1ate 5o A _ _ ~ A : . _ . . . groLp teresty o -
MTSNext Linted Tnygland dned wates 1 Paternaster Sgquare Crdwiary Irdirect 130 iear
o - London England ang Wales ELAM TLS - ogroupantereste
Repociear Limited £ngiand and wale« Aldgate House 33 Aldgate H1gh Street Londan GOrdmaru Indirect 15¢ €543
_ . tngland and wales £CIN IEA B . B _igroup interestt
S50 Glnbal Business Services  Enaland and wales 10 Paternoester Square Ardindry Indirect 13C 104
(_[rmmd N London £ngland and Wdle_t EC_AM 7‘;5 e ~ ~ 1graup nterestt
stock Exghange wHoldmgw England and wales 10 Paternester Sguare Trdnary mdredt 13U 02
mtediTher tundon Engiand and Wales £Cab 705 . rgroup mteresty o .
SwapAgent Lirmited England ana Wales Aldaate House 3% Aldaate High Street Ordimary ndirect g 6593
wndom England and Wales EC3NIEA - ogroapmtersst
\wa'ﬂear Lirmited England and wales Mdgale hoLse 12 Aldgdte High Strest Ordinary ndirect g 859
~ Lc-hdom [m,\and awd Wwales EU3NIEA . . _ group nterest B -
The Londnon Cieanna House England and Wales Aldgate House 33 Aldgate High Street Ordinary mdirect 65 9%
Lrted B tendon England and walew FC3N1EA _ _owroupnietest,
London Produce Cleanng Enuland ana wales Aldgate House 33 Alrigats Hign Street ord nary, Indre 150 £595

House Lrmted (Ther Lendon England and Wales EC3N 1EA i _1gToup intetest
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Group financial statements Notes to the financial statements

Name of subsidiary undertaking Country of incorporation Registered office address Identity of Drect or Share LSEG plc
each class of wdirect holding owneyship ultimate
share held sn e BCONOMLE
the subsidiary nterest
undertalking %

Thecandor Stock Exchangs Englanc anc Wales 10 Paterinster Sguare Lramarg Indiec: al e

Qenremant Flan Trustee Lendon Fnolen 1ard wales ECah 7LE L LpIntelest

Company Limited o

The yiz.d Book Inr Jrited States Lin Tre Corporation Trust Company Cnrporabicn ardinany _ndirect 150 100

Trist Center 1206 Drange Street Wiliminglan Wgroup terest
o Celaware Urited otates B . } i o
Tureust-e Slohal toldings Fngand snd wales 10 Baternnster Square drdirzry A Indiect 17 5130
- mtec Lendor Eng'ard ang Waley E56W 5.5 1groar mtarest
o o Ordinary B o -
Turauore Clonzl Faldings Ly Unted Siates THE CORPORATION TRUST COMPANY 7T Orinary [ndrest 1340 5144
Ing Corporaticn Corporation Trust Terter 1204 0rangs QUL Tterests
o Sireet wilmmgtor Delaware 19801 Jmred States o o
Turanoise Swaphlaton Lirmted  Ergland and wales 10 Paternaster SjLare drdinary A Indirecr 0D 5l 3R
“engon o Engrand and wales DU sl JLS TG U ITte E5t
o Drdinary B . N -
Turguose Trading Limited Erglard ard wales 10 Paternaster Square Orcdinary Indueds 03 51 3r
. _onden England and wales FCANM TLS group Intaresn
Jrigh -t Lumite d craardar d wales 10 Patetngster sqLare aramary ‘rd rect e e
. o _ondor Englant and Waled ECAM 7T o grounInteres: o
ic Book S0ftware BRE LT Jvied States S0 The Zorporation Trust Company KMar-ber et 0 o
121G Crange Strect Wi mirg'on [RelR=1=F VLT T INEETESE

o o DF 19801 Jn.ted states S . . o

vied Book Tanag blo Iy e States CQTae Corparation Trust Cormpany 1200 Oranae name.t 100 0

Frooerty BRE Lo Strect Wwolmangton B 1%s0. Jmien states CTTUD UIETRS .

LI R T T AL N RN N A ELT I TR T S ORI | PRI B A REYN P S R I T

The Group s assotiate under lakings were

Assaciate name Country of incorporation  Registered office address Identity of rect or Share Group
each class of wnditect holding ownership % ultimate
share held in held by the econemic
the subsidiary Parent wnterest %

o o o undertaking _ Company .

Tnve Glooa Lirmed Engcianc anc wa es 10 Fatermeoster Square _ondan Engiand ard wales  urhinaru A mirer t 4o 37 4338

ECLN FLS C1diard B - -
WT A <onated Marketc S A Belgam Rue des Comeidiens 1L Crdinary Indirect 2312 e
o 100 Bruswels Belgurm 1QTOUE TTTer=st o
The Hub Frohanae Liritted Eﬁg Ing ana waie - =43 Crchiey Road London Crdinar,) diresr 2730 TuE

Engand and Waie- N TLBNA tIdp INteTest

The arcounting reterence dates for all of the assoriates are 31 December
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Glossary

AlM
The Group s market for smaller and growing rompames established
n London and now extended to AIM Itaka — MAC

Borsa Italiana (BIt)
Borsa ltahana Sp A the Group s ltalian exchange business

CAGR
Compound annual growth rate

cce
Central Counterparty - stands between 2 parties te a trade 1o ebminate
counterparty nsk by ensuring that settlement takes place

CCa&G
Cassa ti Compensazione p Gatanzia S p & Vhe Group s Itahan subsidiary which
manages the Itahan CCP for equuty denvatwve, commadity and fixed income trades

Central Securities Deposttory (CSD}
An entity that enablés securities to be processed settled and held i custedy

Central Securties Depositories Regulation (CSDR)
EUreguiations famework to harrmonise €SB operations

Company or LSEG or London Stock Exchange Group
London Stock Exchange Group plc and its subsidharies

CONSOB
Cammitssone Nazionale per le Societa e la Barsa (taly s official body far
regulating and supervising compames and trading mibrastructure provider s

CcrPI

Consumer Price Index which measures changes in the price of consumer
goods and services purchased by households
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CurveGlobal
Aninterest rate denvatives venture between LSEG and a number of maya
dealer banks together with Cboe

Dark Pool

Electronic tradmg networks developed by regulated venues such as Requlated
Markets 8TES and by OTC broker deaters to enable the matching of orders
between buyers ana sellers without pre-trade transparency fnon-displayed;
until the trade s complete

Depositary Recepts/Global Depositary Receipts (GDR)
Tradable certificates representing ownership of a number of underlying
shares mamnly far companies indeveloping or emerqing markets

Derivatives

Tradable financial instiuments whose value 15 determined by the value
of underlying nstruments this could be eguity anindex a cormmodity
of any other tradable instiument

Exchange traded dervatives (ETD} Listed dervatives traded on an electionic
trading venue such as anexchange and cleared through a cleanng house

Over the counter [OTC) Dervatives are negahiated privately between 2 parties
and may be cleared through a cleaning house

EBITDA
Earmings betorenterest tax depreCiation and amortisation

European Market Infrastructure Regulatlon {EMIR)
European leguslahion ontegulation of ceanng of dervatives and the opetation

and governance of LCPs and trade reposttanes

ESOP
Employee Share Option Plan
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Shareholder information Glossary

ETC
Exchange Traded Commedity — securities that pravide exposure 1o a 1ange
of commodities and cormmodity indexes

ETF
Exchange Traded Fund — low-cost and flexible investments that track indexes

and sectors

£ETP
Fxrhange traded products including C1fs and E1Cs

ELITE

Anminternational programme and platform to help ambitious comparnies prepare
and structure for further growth and investment while prowiding these businesses

access lu anexlensive cammunty of advisers nvestors and business leaders

ELITE Club Beal

Anonhne private placement platform designed to streamiine the capttal rasing

mocess for companies

EuroTLX

The Groups 0™ subsidiarwch owns and operates a furopean MTF for
the trading of fixed incorme securthe<an retail size and investment products
distributed toretatl clients

FCA

financal Conduct Authority the carrent regulator of conduct of providers
of financial services 1n the UK and of UK trading venues such as Recoymised
Investment Exchanges {RIEs and MTFs

FTSE Group or FTSE Russell
£T5E International Limited and 115 subsichanes the Group subsidiary that

15 a leading global provider of index and analytics selutions

FTSE 100 Index
The indes developed by FTSE of leading UK quoled companes
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FTSE MIB Index
The index developed by f TSE of leading Ltahar quoted companies

Gatelab

The Group s subcidiary providing advanced trading and connectivity solutions

for global financial markets

Group
The Company and 1ts Group Undertakings

Group undertakings
Group undertakings shall be construed i accordance with 51161 of the
Compantes Act 2006 and nrelation 1o the Compary

International Central Securities Depository (ICSD)
An entity that enables intermational securities Lo be processed settled and
held in custody

IDEM
The Group s [tahan Dervatives Market trading contracts based on equines
and related indexes

10B
International Grder Book - the Group s electrome trading semvice for
International securnies

International Orgamsation of Securnties Commission {ID5C0O)
10550 sets out recommendations Principles for financial Benchmarks with

the chyective ta addiess conflicts of interest in the benchmark-setting process

enhance the reliability of benchrmark deterrminations and promote tiansparency

and openness

PO
imtial Public Offering - the process whereby companies jow our rmarkets and
rase raptal for the fust ime
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Glossary

LCH o7 LCH Group

LCH Group Lumited and s subsidianes the Group s 65 9'# owned glabal clearing

and 1sk managerment business

LCH Spider

Portfolic margiming tool for cleared OTC products and isted interest vate futures

Legal Entity Identifiers (LET}

The Legal Entity Identifier (LE L) imtiative 15 designed Lo ereate a global reference

data systern that urguely denitthes svery legat entity o structure nany
Junschc tion, that 1s party 10 a8 finannial transaction

Lacal Operating Umit (LOW)

London Stock Exchange 1s accredited by the Global Legal Ennity ldentiher
Foundation (GLLIFT as an authonsed tocal Operating Uit (LG for the glabal
allaration ot Legal Entity ldertifiers iLEL}

LSE
Landon Stack Exchange ple

LSEG
London Stock Exchange Group ple

LSEG Business Services Limited
Gur shared services company providing a tange of technology and corporate
funcnions Group-wade

Mam Market

The market for compantes which have been admitted to trading on the
London Stock Exchange’s principal market andan {taly the market for
compames histed on Boisa taliana s principal MTA market

Mergent Inc

Mergent Ine 15 aleading provider of business and financalhinformation on
public and private cormpames LSEG announced the acquisition of Mergent inc
a provider of business and financial data an companes which was completed
January 2017
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MIFID or Markets in Financial Instruments Directive
EU Directive mtroduced w NovernDer 2007 Lo harmanise cross-horden tadig
of equies, providing greater chowce of trading venues

MIFID I}

The revised MIFID and the accempanuing Markets n Financial instruments
Regulation - better known as MIFID 11 and MiF [R - came into effect acioss

all EU member states from January 2015 Mit 1D 11hsintended to buld on the
achievements of MIFID [ wilh the awn of malung inannial markets mote open
efhcient resthent and transparent

Millennium Exchange
WMillenmumiT's mult asset trading platform deployed for the UK, itahan and
Turquotse equities markets

MilienniumlT

Mllennwim Intarmation Technologies (Pvt) Limited  the Group s subsidiary
that is the developer of flexible low-cost igh perfarmance trading platforms
and Ainanniat markets software serving both the Group s own businesses and
third! parties

Monte Titoli
Monte Trol S A the Group s Italian Central Secunittes Depository and
settlement provider

MOT
Mercato Obbligazionane Telemati o s the Group s talian retal bond
trading platforen

MTS

societa per i Mercato del Tioh di Stato S p A the Group's 600 36 subsiduary
which owns and operates an electrome trading platform for furopean and
US fixed ncome secunties

Multiiateral Tradng Facility (MTF)
Alternative glectrome trading systems as categonsed under MiFID
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Shareholder mformation Glossary

ORB
The Group s UK Order Book for Retail Bonds

OTC
Ower-the-counter trades in financial instruments executed outside
a Regulated Market or MTE - see also Dernaties

Primary market
The lishing of securities for the first tme via an PO or introduchon
of existing secunties

Regulated Market

Arnuitiateral system which brings together multiple thed party buyiny
and seling tn Ainancial nstruments in ace ordance with rules authonsed
under provisions of MIFID

Repo

Repurchase agreement - the procese of harrowing meney by combimng the
sale and subsequent repurchase of an asset taded through MTS and cleared
through CC&L o LTH

RNS
Regulatary News Senace the Group = Primary Information Prowider
for disserminanon of regulatory and non-requlatory new s to the market

RP1
The Retail Price Indes which Measures inflaloen in the LUK economy

Secondary Market
The public market onwhich secunnes once 1ssued are traded

SEDOL
The Gioup s securitles Wertificaton seroce

SETS

The electronmic arder book operated by the | ondan Siock Exchange for the
trading of the rmost iguid serunnes
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$mart Beta (also known as Factor mdexes}

An alternative index-based methodology that seeks to enhance portichio returns
o1 reduce portfolio nisk or both Smart beta indexes have rules-hased <tratogres
designed to prevade focused expasuie (o specific factors market segments or
Investrent strategies These may include volatiity mdexes defensive and fagh
dwidend yeld indexes or a combination of fundamentals

SwapClear
[CH s over-the counter nterest Tate swap cleanng service

TARGET2-Securnthies {T25)
Intiative ked by the European Central Bank to provide a platform for settlierment
of bords and equities traded m the Eutozone

The Yield Book

The Yield Book and Cii Fiked Income Indices a fived income analytics platform
and mdex business comprising 4 family of fxed ncorme indeses fincluding the
WEBHE LSEG completed the acquisition of The vield Book and Citl Fixed Income
Indices in August 2017

Turquoise

Turguoise Global Holdings Limited the Gluup s 51 360 owned pan Eutopean MTF
equity trading subsidiary a venture between the Group and 12 global investiment
bank chents

Unavista

The Group s web-based matctung 1econiibation and data integration engine
that provides matching of post trade data n a stmple autornated process and
the Trade Repository appoved by LSMA under EMIR
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Overview of Regulatory Landscape

The wide scope of tegulation and the breadth of the operations of the Group mear that regulation mevitably has 4 growing impact on the Group and its actiities

Set out below are some of the key areas where there 15 hkely to be some impact or oppor tumnty

LSEG DIVISION AND
BUSINESS AREA  LEGISLATION/MEASURE . SCOPE _

Capital Markets

Primary Markets MIFID JAMIFIR Level 1 hnalised, work on techoical — LSEG operations are now live with full MiIFID i1 compliance however LSEG wilt
aspects fLevel 2) continues — 1 effect 2018 have to consider the third country authorsation and ehgibility aspects in the
e o ~_ conmtextof@rext o
Prospectus Regutation ~ Reduce administrative burdens and msts for compames already on regulated

markets and SME Growth Markets who wish to rawse further capitat
— Strearmline capual rarsing for SMEs frequent issuers and non-equity 155uers
- Promote more cross-border listing and mvestrment

Quoted Eurobond Exemphon ' - LSEG S New 1memanonal Semrmos Market 15 well posioned 1o benefit from 1
o _ the extension of the Quoted Eurabond Exernption alsa tonclude MTFs
US Treasury Capital Markets Report - Comprehensive recommmendations for changes to US camtal markets legislative
o ~ _ andregulatory frarmework o
Capital Markets R@form L@gls!ahor - Nurnergus meces of capital markets reform Iegzslanon were zmroduced

n Congress in 2017 mncluding the Financal CHOICE Act of 2017
- The legislation aims to reduce the regulatory burden as well as ncrease
caputal forrmation by armending the Dodd-frank Act of 2010

Secondary Capitat Markets Umon ~ Review regulatory barners for SMEs to acress capital markets fundmg
{trading) Markets promoting capital markets as a compehtve alternative to bank financing
~ support for SME growth markets
— Review functioning of carparate bond markets increasing iquidity and lead
to mare glectronic trading
~ Report on national barrers to the free movement of capital leading to more
capital raising and hquidity i markets
- Adjustment to Solvency 11 and Capital Requirements Regulahion to boost
nstitutional investment in sk capital
— Review Dprogress In remaoving Glovanmn barners leading to more effictent
European post trade mfrastructure
- Strateqy for providing techmceal assistance to Mermbet States to support capital
rnarkets capacity possibly extending LSEG ELITE programme
~ Review on efhriency and compenitiveness of retall markets and developrnent
of pan-European penswon product, designed to boost retal investment in
capttal markets
— Prudential Regime for Investment Firms may irnpact market making
bu principal traders
_— Ernerging scruting of the operation of the ETF market by regulators |

MIFLD LM IR — LSEG 15 well positioned Lo beneht from the following features of MIFID 11/ MIFIR

- Non-disciminatory open access 10 trading venues and CCPs

- Extemsion of pre and post trade transparency to non-equity asset classes
includmng bonds and derwatves

+ Increased regulatary requirements for ugh frequency tradimg strategies
and algenthmie trading

«  Addtional orgamsational transparency and market surveilance requirements
for trading venues

- Platform trading obhganon far shares and OTC derwvatives

MAD/MAR pol ntical agreemem reached at Level 1 — Index manipulation and expanded scope transactians and financial metruments
work on techmical aspects, Level 2 completed

Packaged Retail and Insurance-based lnvestmenr - Requues regulated markets to make available a key mformanon document ( 1Di ,
Progucts Regulation (PRIIPSI —m effect 2617 before the sale of any options or futures admutted ta tracing o
Financiat transaction tax (FTT proposal ~ To unpase transachion tax on equity. bond and dervatves zraOes that mvolve
under negotiation one financial institution with its headquarters (nthe EUFTT zohe FTTmay
_ . } _ _ _ _ _ _ _ _ __alsounpact LSEG CCPsf required by rules to regqister as ¢« collechion agents |
Post Trade
CCPs EMIR Review 2 1 (REFITY — The Eurepean Comrmussion published a legislative proposal amending

EMIR focused on prepartonality of transaction-level requitements

- The Proposal reduces the scope of the cleanng sbhgations and margin
requitTements and proposes several changes ta the reparting mechanisms
(delegating ETO reporting to CCPsy

— The hmal text 1s expected Q3 2018 10 arder ta allow for an extension of
the exemnption from the cleanng obligation for pensions funds

EMIR Rewew 2z (super\nsxon v of EU — The EC Cammission to amend EMIR onthe supervision of EU and
and third-country CCP) third-country CCPs
— For EU CCPs it proposes a more coordinated sbperision of EU CCPs (ESMA)
and an incteased role for the central barks of 1ssue
— For third country CCPs 1t introduces a two-Twer approach
o Ter 1 Non-systermcally mmportant third country CCPs that can benefit
fram the current recognition sustem
- Tier 2 Systermically tmportant third country CCPs directly supervised by
£5MA and that directly apply EMIR
— In addition the Comnussion proposes a mechanism te deny the recognition
of Tier 2 CCPs that are considered substantially tao umportant to be recogmsed
by E5MA and therefare be required te be estabhished in the Union
- The legislative Proposal 1s curtently reviewed by the Councyl and the European
Pariament A final text 1 expected mHZ2 2018
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Shareholder mformation Overview of Regulatory Landscape

LSEG DIVISION AND
BUSINESS AREA

Post Trade

LEGISLATION/MEASURE

SCOPE

CCPs

LCH

Central Security
Depositories

Una\hsta

Informatlcm Services

EC regime for recovery and
resolution fer CCPs

us Treasury Caputal Markets Report“" T

CF o PruJeLt Klsb— mnated l"w 2017

CFTL vaaoc Repomnq Revnew ne tnared n 2017

USD Libor Transition — final wmplementatwon n 2021

Capltal Markets Stabih 1ty Act I"amada]

Mandatorj(iemrat Cbunte ~party Clearing of
_Derwvatives - effect 2017 (Canada;

CSDR reguirements related ta Central qecumg

Depository will enter inta ferce ance the CSD abtaine:

the European heence — expected end of 20191
WMIFIO [I/MIFIR & SFTR

EMIR REFIT

Gthers 120181

SEC Consolidated Audit Trall

— Commuission praposed CCP recovery and Tesolution measures in MNovermber 2016

- Proposal provides regulators with expanded powers to intervene at an earlier
stage ncluding the power t1 reguire an entity to impiement measures under
1ts recavery plan

— Authonties should alse be provided with a wide range of resolution tools

- Legislative proposal currently reviewed by European Parliament and Council
Finat text expected He 2018

— Comprehensive recommendatlonsforchamqes e us rtearmﬂ house qu1slat=ve
_and regulatory framework

- Comprehensive review of CFTC :equlatlons a med o Slmthg and modern:ze
CFTC rules and regulations

- Comprehensive review of CFTC Parts 43 45, and 49 n?DOr mg mtemded to
simphfy reporting requirement s and harmaonize reporting requirements
with International standards

— Multi-agency effort to transition fmm Lot referenced productc to SOFR
referenced products

— Creates and delegates guthonty to the Capltal Markets R’egulalorg Authornty
(CMRA) that would act a5 the federal financial regulatory authonty for Canada

~ The CMRAwould have requlatorg oversight over products practices and
benchrmarks

— Mandates the central cleanng of certan USD GBP EUR anu CAD swaps produc
in Canada

— Measures to harmomse
- certair aspects of securities settlement including settlement perwds
and settlement disciphine

~The entry inte force of MIFIR 12018 anasFTR (7019r amj the ntroduchon of
similar iegal frameworks for trade reporting 1in ron-EU Junsdictians s expacted
_ o provide opportunities for existing Trs and thesr group entities

— Amending EMIR 10 some speciiic areas so as to eliminate d1spropor1|ovate costs
and burdens on certain derivatives counterparties and to simphfy rules without
comprormising the essence of the legislation

— Data Qualrty Action Plan

—nformation technology and internal cantrols TR 3 systerr deveinpment Life
cycle and mternal contro: systems

- Strategy and Governance Focusing on TR s governance structures and
managament quality

— SEC finahzed framework for US equmes Teportmg 1mpWementauon 2018 7020 .

FTSE Russell Benchmark Regutation —inellect 2u18 - Requlated governance and controls standards for benchmark admimstration
 particdlar confhicts of interest management
— Requirements on the quality of the input data and methodologies
- Rules to ensure that contnibutors to benchmarks are sulbject to adequate controls
and where necessary mandatory contribution
Techmology

EU operators of trading
venues and EU CCPs,
potentially other FMI
services later deemed
‘essential

Market data

NI1S n effect 2018

(REW Defimtign/acronym Cyber security Directive
(U 201641148 Network and Informaticn Secunty!

GOPR N effect 2018

INew defimtion/acrorym Gereral gt Protedfion
Keguiation iReguatian (B 2016/6791 -

implementation May 2078
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— Reguires FMis deemed operators of essential services to

+ Ensure the continuty of thewr services and manane the fisks posed
to the security of therr networks and imfarmation systerns

« Provide to the competent authenty information needed to assess the secunty
of thetr networks and information systems, filing documentes secunty policies

- Provide to the competent authanty éwdence of effective mpleraentation
of secunity policies. such as results of a secunty audit carmed out by a quahhed
external orinternal audutar

« Notity the competent authonity of mcidents having a significant impact
on the continuity of the essential service they provide

- Apphe( tc processing carmned out by organisations aperating wet r " the EU
1t alsn applies to crgamsatiors outside the EL that otter gooas or services
to indiduals i the EU- Entitiesin scope will be required to
+ Revise ex1sting privacy nofices
» {neck procedures opetate m accordance with indmadua. nahts
- Update procedures on subect access requests
- [dentify legal basis far carmging cut vancus tupes of data pracessing
« Update procedures to detect report and nvestigate personal data breacnes
+ Dengnate data protection nfficer and corrphance responsibility
+ Detenmine which data protechion supery o'y authc i is

govarmng authority
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{Provisional)

Preliminary Results (for year end 31 December 2017)
AGM

01 Interm Management Statement frevendes only)
Ex-divdend date for final dividend

Final dwidend recard date

Final dvidend payment

Half year end

intenm Results

Financal year end

Pretiminary Results

2 March 2018

24 Aprd 2018

24 Apvd 2018
Itay 2018

4 way 2018

30 May 2018

30 June 2018
August 2015

31 Decermnber 2018
pairch 2019

The fnanctal catendar 1 updated on a regular brasis throughout the yedr

Please refer 1o our website www lseg comvinvestor-relations and click on

the shareholder services secbion for up-to date detals

The Group s ACM for the year ended 31 Decernber 2017 will be held on 24 Apnt

2018 at Hilton London Bankside Hotel Bear Lane London SET QUH startng

at 10 30am
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Investor Relations

Shareholder services

Equirati reqistrars Shareview service

Shareholders who hold London Stock Exchange Group shares in certificated
form or within an Equaniit Investrrent Accaunt or [SA can access Shareview
Shareyvtew 15 a free service provded by our regisirars, Faumitt It masg be
accessed through theinternet at www.shareview.co.uk.,

Buy creating a Shareview portfolio shareholders will gain online access to
information about then [ onden Stock Exchange Group shares and other
mvestments including

- Durect ace ess to informatian held for you on the share register including
share maovernents

— & dally indicatve valuation of allirvestments held i yaw portfolio

- arange of information and practical help for shareholders

Toreqister at Shareview shaeholders will need ther sharebolder reference iwhich
ran be found on your share certticate} and they will be asked to select ther

own persanal identiication number & user 1D will then be posted to them

It shareholders have any problerns integistering their portfolo for the Shareview
service contact Equiruti an 0371 384 2233 For calls from outside the UK contact

Equinition +&4 4thld1 415 7065

Group’s share price service

To obtamn share price information for London Stock Exchange Group ple see our

website at www.lseg.com.

By chickang on the Investor Relations 1ab you will ind the Company s share price,

fustorical closing prices and volumes and an interactive share price graph

Annual Repart December 2017

Shareholder information Investor Relations

Substantial Shareholders

As at 2 March 2018 the Company had been notified of the following interests
amounting te more than 3% n the issued share capital of the Comparny in
accordance with DTR S of the FCAS Disclosure Guidance and Transpatency Rules

catar Irvestrrent Authanity o _o e
RlackRewk Inc - 69.7M
70 Fand Managerient o mited o h sy
adse’ Train Limuted ) ) i 500 %
imescomied e
Veritas Asset Managemer.{u F 398,
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Investor Relations contacts

Investor Relations Registrar information

Londan Stock Exchange Group plo
10 Paternaster Square

London

EC4M LS

For enquires refating to shareholdings in London Stock Exchange Group plo

Shareholder helpline +44 (0)20 7/97 3322
emnal mnfo-r@seq com

Equinity
Aspect House
Spencer Road
Lanang

West Sussex
BNGG 6DA

[ 444 (A7 384 2546 G 44 (021 415 7047
Lines open 8 30 1o 17 30 Monday to fnday

wwiw.shareview.couk

Yistt the Irvestor Relatons section of our website for up-to-date ntermation
wcluding the latest shaie price: announcements financial reports and detads Independent auditors
of analists and consernsus forecasts www.lseg.com/investor-relations frnst & Young LLP

2% Churchill Place
Registered office Lanary whart
London Steck £ xchange Group plo London
10 Paternoster Square B4 SEY

Landon
ECaM TLS

Registered company number
London Stock Exchange Groyup plc 5369106
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T ~44 (120 7951 200G

Principal legal adviser
Freshfields Bruckhaus Dennger LLP
65 Fleet Street

London

ECAY 1HS

T+ 4240420 7936 4000

Corporate brokers
Barclays

5 The North Colonnade
Canary Wharf

London

E14 4BRB

T 44 D20 7673 2323
www.barclays.com

REC Camtal markets
RBC Europe Limited
Riverbank House

2 Swan Lane
Lancon

ECak 3BF

T +da {20 1653 4000
www.rbcem.com
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London
Stock Exchange Group

London Stock Exchange Group ple

10 Pater Square

London EC

Teleph

Registered in England and Wa 5369106
www.lseg.com




