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Welcome to our
annual report

Who we are

L.ondon Stock Exchange Group s a diversified international market
mfrastructure and capital markets busmness that sits at the heart of
the world's financial community

The Group operates a broad range of mternational equity, bond and derivatives
markets, including London Stock Exchange, Borsa Itahana, MTS, one of
Europe’s leading fixed income markets, and Turquoise, the pan-European
equities MTF Through 1ts various platforms, the Group offers international
businesses and investors unrivalled access to Europe’s capital rmarkets

Post trade and nsk management services are a sigmificant part of the Group’s
business operations LSEG operates CC&G, the [talian clearing house, and
Monte Titoll, the European settlement business The Group 1s also a majonty
owner of leading multi-asset global clearing service, LCH Clearnet Group

The Group offers customers an extensive range of real time, reference
data and news products, including SEDOL, Unavista, Proquote and RNS,
as well as access to over 250,000 international equity, bond and alternative
asset class indices, through 1ts world leading index provider, FTSE

The Group 1s also a leading developer of high performance trading platforms
and capital markets software for customers around the world

Headquartered in London, with sigmficant operations in ltaly, France,
North America and S Lanka, the Group employs approximately 2,900 people

Further information on London Stock
Exchange Group can be found at

www Iseg com

London Stock Exchange Group plc
10 Paternoster Square

London EC4M 7LS

Telephone +44 (0)20 7797 1000

Regusiered in England and Wales
No 5369106
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Financial highlights

Adjusted total income Adjusted operating profit’ Operating profit
£ rmllson € million € million
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Year ended 31 March 2014 2013 variance %
Adjusted total income* €1,213 1m £852 9m £2%
Adjusted operating prefit* £514 7m £430 2m 20%
Operating profit £353 Im £348 4m 1%
Adjusted profit before tax* €445 9m £380 7m 17%
Profit before tax £284 3m £298 9m 5%
Adjusted basic earnings per share* 107 1p 105 3p 2%
Basic earnings per share 63 Op 80 4p 22%

+ London Steck £xchange Group uses non GAAP performance measures as key financial mdicators as the Board believes these
better reflect the underlying performance of the business Adjusted eperating profit adjusted total income adjusted profit
before tax and adjusted basic earnings per share all exclude amoriisation of purchased intangibles non recurnngitems and
unrealised lasses/gains




Strategque eport Highlights

Operational highlights

The Group is delivering on its strategy, leveraging its range

of products and services and further diversifying {ts offering
through new product development and strategic investments

A few examples of the progress being made are highlighted below

Capttal Markets
— Pnimary markets saw a six year high n new 1ssue actwity with 188
companies admitted

— Inequity trading UK value traded increased eight per cent
Italian number of trades increased six per cent

— Infixed income trading MTS cash and Bondvision vatue traded
ncreased 48 per cent MTS Repo increased two per cent

~— Turquoise widened 1ts stock untverse and added functionality
value traded increased 68 per cent

-— Followng successn Italy the ELITE programime was launched i the UK
1 April 2014 ~ providing ambiticus igh growth private businesses from a
wide vanety of sectors with access to a umque package of education
business support and mvestors to enhance their growth praspects

— The Group acquired a majonty stake i EuroTLX an Itahan MTF
operating 1n the European retail fixed ncormne market

— MTS announced agreement to acquite Bonds com Group a LS based
platform for the electronic trading of US corporate and emerging
market bonds

Post Trade Services — CC&G and Monte Titoli
— Monte Titol s the largest CSD entering the first wave of TARGET2-Secunties

— Thenew international CSD m Luxermnbourg (globeSettle} utilising Monte
Titolis expertise 1son track to commence operation it Summer 2014
having received regulatory approval from the CSSF—1P Morgan has
already signed up as the fust user of settlement custody and asset
SETVICING Services

Post Trade Services - LCH Cleamet
— The Group completed the acquisition of a majority stake in
LCH Clearnet Group it May 2013

— SwapClear the world s leading \nterest rate swap clearnng service
cleared $526 tnllion notional

— Fixed income nominal value cleared increased one per cent
equity trades cleared increased 17 per cent

~— LCH Clearnet was narmed Risk Magazine s 2014 Cleanng House of
the Year after fulfiling critena wiich inctuded nsk management
customer satisfaction responsiveness to new regulations
engagement with regulators liquidity provision and creatvity

— LCH Clearnet Limited launched clearing for NASDAQ OMX's NLX
a new multilateral trading facility (MTF) offenng a range of both
short-term interest rate {STIRs) and long term interest rate {LTIRS)
euro and sterling-based listed denvatives

— Enhanced its compression offering via SwapClear to inciude multilateral
compression which enables customers to reduce outstanding positicns
and lower their counterparty exposure and capital costs

. |
Group Adjusted Total Income by segment
£ million

@ Capital Markets 3005
® Post Trade Services

CC&G and Monte Titol 1460
@ Post Trade Services LCH Clearnet 3252
@ Information Services 3487
® Technology Services 640
O Other 197

Information Services

— InApnl 2013 FTSE and Canada s TMX combined thetr fixed income
businesses in a new joint venture FTSE TMX Global Debt Capital Markets
MTS bond indices also became part of the FTSE TMX venture

— Vanguard 1n the Umited States completed the move of $209 bilhon of assets
to FTSE benchrarks one of the largest ever switches of benchmarks

- FTSE ncreased its China offering with continued development of the
FTSE China Index senes widely regarded as the leading benchmark for
Chmese ETFs and the launchof the FTSE BOCHK Offshore RMB Bond
Index series in partnersfup with Bark of China (Hong Kong)

— UnaVistaincreased its user base toover 30 000 (2013 9 000) becoming
the largest approved reporting mechamsm in Eurcpe by trade volumes
and cltent numbers

— UnaVista launched an EMIR Trade Repository solution approved by ESMA
as a repository across all asset classes and geographies and the Unavista
Rules Engmne to help clients meet their wider regulatory reporting needs

Technology Services
— Millenmum PostTrade was selecied by Singapore Stock Exchange (SGX)
to support its cleanng settlement and depository services

— Millenmum Smart Order Router (SOR) went ive on Canadas TMX to aid
comphance with Canadian regulation 1t 1s also supporting the Oron
Central Gateway platform for Hong Kong Exchanges and Clearing Limited

— MillenmumIT successfully launched the Compliance Monitoring Sustems
(CMS) for the London Metal Exchange and extended Millenrium
Exchange to Burgundy the Nercdic MTF owned by Oslo Bers

— The Group was selected as the business development and technology
pariner by the Argentinian Central Securities Depository (CSD) Cata de
Valores S A (CVSA)
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Group at a glance

London Stock Exchange Group is a diversified intermational
infrastructure business, incorporating Borsa Italiana,
London Stock Exchange, FTSE International, MillermiumIT
and LCH Clearnet The information below and on pages 6-7
provides an outline of our business model and cove activities

TOTAL
INCOME CONTRIBUTION

£309.5™

2013 £2675m

Capital Markets

At the heart of what we do are our
multi-asset markets providing capital
formation for comparies trading in
London and ltaly — and increasingly
throughout Europe

Group total income 26%

Post Trade Services
CC&G and Monte Titoli

£146.0™

2013 £208 5m

We offer open access and efficient
cleaning settlerment and custody services
These post trade businesses support cash
equity dervative commodity and fixed
inceme markets mostly tn Italy

Group total income 12%

Post Trade Services £325 2 m
LCH Clearmet .

We provide ciearing services through 2013 N/A

which counterparty risk 1s mitigated
across muitiple asset classes for sell side
clearing members and buy-side clients m
conjunction with trading venues globally

Group total income 27%

- == ]
Information Services

£348.7™

2013 £306 3Im

We sell reat time price information
and a wide range of other
mformation services from
indices to post trade analytics

Group total income 29%

R
Technology Services

£64.0m

2013 £561m

Our businesses and custormers
depend on our secure technology
that performs to mgh levels of
avalability and throughput

Group total mcome 5%

SUB-SEGMENT

O

® Primary
Secondary
Other

@ Clearing

© Interest
Settlemnent
& Custody

@ Cleanng OTC

0 Clearing non OTC
& other
Interest

\

® FTSE
O Real time data
Other infoermation

J////

\

@ MilenmurmiT
© Technolegy

Lendon Stock Exchange Group ple Anmnual Report 2014

MAIN TYPES OF
REVENUE

Primary

Admission fees for imbial isting or raising
further capital

Annual fees for securities traded on our markets
Secondary

Fees based on value traded (UK equities and
Government bonds) or numbes of trades

(Itahian equities retall bonds and derivatives)
Other

Membership fees to access our trading markets

CCaG - Clearing

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

Net interest on cash and securities held for margin
and default funds

Monte Titoli — Settlement & Custody

Revenue mostly from the settlement of equity and
fixed income trades

Custody fees are charged on the 1ssuance of an equity
or fixed meome nstrument when dwvidend and interest
payments are made and on any corporate action

Clearing and other

Fees based on trades or contracts cleared and CCP
services provided

Fees for SwapClear tnterest rate swap service and
other OTC dernwvative clearing primarily based on
membership fees

Fees for managing non-cash collaterat

Interest

Net interest on cash held for margin and

defaulf funds

FTSE

Subseription fees for data and analytic services
Licence fees for passive funds tracking indices

Real time data

Fees pnmarily based on number of terminals taking
aur real time price and trading data

Other information

Fees vary based on the nature of service provided
mostly subscriptions and licence fees

MillenniumIT
Sates of capital markets software including trading
market surveillance and post trade systems

Provision of enterprise sates and IT mfrastructure

services In Srt Lanka and to international capital
markets customers

Technology
Fees for network connections server hosting and
systems supphed by Group businesses

Note Other income €19 7m one per cent Group Lotal mcome {2013 £14 5m two per cent} Group total ncome of £1 213 1m 15 shown on anadjusted basis




Strategte report Group at a glance

Primary

Compamies from 70 countries around the world have
come to our markets to raise money for growth together
withissuers of bonds ETFs and other instruments

Secondary
Banks and brokers worldwide trading on the Groups
equities dervatives and fixed income trading platforms

Other
Banks and brokers worldwide

CCaG
150 members mainly banks and brokers
over 40 per cent of which are based cutside italy

Monte Titoli

Wide range of [tahan and international banks
and brokers for both on market and OTC trades
Issuers of equity and fixed income products
{Itahan and international)

Clearing services

Awde base of banks brokers and fund manager
firms worldwide for QTC denvatives and hsted equity
denwatives fixed income and commodities

FTSE
Asset managers active and passive buy-side firms
and trading venues

Real time data

Durect 10 trading firmis and via service providers
such as Bloomberg and Thomson Reuters that
incorporate our data with other wformation

Other information

Our customers vary based on the service provided,
including fund managers traders retail brokers and
market makers

MillenniumIT

London Stock Exchange Group divisions other exchange
groups and capital market clents, banks T and large
Sn1 Lankan companies

Technology
Banks trading firms and depositories in Europe
North America, Africa and Asia-Pacific region

Primary
188 new compames Jomned our markets in the
year including 34 international companies

CUSTOMER
PROFILE

Number of companies on our markets
2,740 2013 2746

Capital rarsed by new and further issues
£34bn 2013 £18bn

Secondary

Shara of order book trading remained stable duning
the year al 64 7 per cent in UK equities and 84 6 per
cent in frakan equittes

MTS cash and Bondvision fixed income volume
traded up 48 per cent

Turquotse increased value traded by 68 per cent

Average number of equity order book trades
perday m Maly
235000 2013 223000

Average order book equity value traded per
day in London
£4.3bm 2013 £40bn

CCaG
Clearing of equity and derwatives volumes increased by
three per cent

Number of equity and derwvative contracts cleared
£73m 2012 94 7m

Average imtial margun hetd
€11 %0 2013 €10 1bn

Monte Tatoli

International CSD globeSettle to commence operations
m Summer 2014 having recewved regulatory approval
from the CSSF

Setllement rate of 99 2 per cent of trades

Government and corporate bond 1ssuance remamed
at high levels

Settlernent instructions handled
58 3Im 2013 553m

Monte Titoh s custody assets under managemert
€3 324x 2613 €3 23tr

Clearing services

The Group acquured a majority stake 1n |.CH Clearnet
mMay 2013

LCH Clearnet was named Risk Magazine s 2014
Clearing House of the Year

SwapClear obtamed US approval as a Denvatives

Clearing Orgamsation (DCO) as mandatory chent
clearing was implemented

Nominal value of flxed Income cleared
€72 3ty 2013 €71 5ir

Number of SwapClear members

103 2013 78

Average cash collateral held
€40 Jbin 2013 €43 9bn

FTSE

FTSE China 1s widely regarded as the leading benchrnark
for Chinese ETFs Developed new partnerships in Australia
and Mexico

ETF assets benchmarked to FTSE indices
$186bn 2013 $143bn

Real time data

Durect billing enterprise licence and non display
tanff imtiatives

Other information

UnaVista increased s user base from 9 000 to over
30,000 the last year

Number of professional terminals taking Group
data {79 000 Londondata 126 00G [1ahan data)
205,000 2013 221 000

Unavistanumber of transacton reports processed
1,179m 2013 879m

Millenniumit

Launched MillenmumiT s Smart Order Routar
technology which 15 now inuse by Canada s TMX
and Hong Kong Exchanges and Clearing Limed

Number of customers using MiltlenniumI T
capital markets software

372013 35

Technology

Will be launching FTSE Low Latency based on
the lowest latency calculation performed by
our Group Ticker Plant

Avardabiity of UK equity market dunng the year
100% uptima 2013 100%
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What we do:
our business model

We provide services to a broad range of customers on an
international basis, across a diverse range of asset classes
Our business activities fall into three categories

- Capital formation

~Risk and balance sheet management

— Intellectual property

Key
Contnbution to Group adjusted income

® 26% Capital Markets

® 12% Post Trade Services —CC&G Monte Titolt
© 27% Post Trade Services —LCH Clearmnet

® 29% Information Services

® 5% Technology Services

O 1% Other*

How we add value

— Our markets post trade operations and information services
are connected to a wide range of 1ssuers Lraders and mvestors
creating a valuable network that provides deep liquid:ty
informs trading and investment decisions and provides market
efficiencies including capital allecation and risk management

— We pravide a range of connected market services on an open
access basis winch offers customers the choice of using our
services but does not impose or restrct use

— We have proven expertise In operating transparent, well governed
market infrastructure in highly regulated capital markets providing
market services thal are trusled independent and resitent

* Other income includes sub let rental income and a gawn fram disposal of shares it a
non core asset

CAPITAL FORMATION

Capital Raising - Primary Markets

Our central function 1s to bring together companies
and others seeking capital with investors from
around the world Cornpames rarse finance through
— Equity

— Debt

Markets

London ~ Main Market Professional Securities
Market Specialist Fund Market AIM Order Book for
Retail Bonds (ORB),

Borsa Italiana— MTA Main Market AIM Itaha—
MAC MOT

INTELLECTUAL PROPERTY

We supply real time price and trading data as well

asindices through FTSE

Services Provided by
indices/analytics FTSE

Real time data LSE Borsa ltaliana
{pneces/trading data} Proquote
Specialist services SEDOL

Reference data Unavista
Transaction reparting/ Proquote

trade matching RNS

News

e S
Need help?
Like any industry, capttal markets have thew own
language For that reason, we have included a
glossary on pages 144-145




Strategic repori What we do our business model

Trading — Secondary Markets

Our systems pravide fast and ef reient trading giving
nwestors and institutions access to a range of markets

Products Markets and trading platforms
Cash equities & ETFs LSE Borsa Italiana Turquoise
Denvatives LSE Derivatives 1DEM

Fixed income MTS MOT ORB EurgTLX
Commodities power IDEM IDEX AGREX

and specialist products

Technology Services

All of our businesses depend on technology that is
secure stable and performs to high levels of availabiity
and throughput MillenmiumIT is a devetoper of flexible
low cost high performance trading platforms and
fnancial markets software senving the Group s own
bustness and third parties Technology semaces include
— Trading systems

— Post trade software
— Market survelllance and order routing

— Data centre and network services

RISK and BALANCE SHEET MANAGEMENT

The Group offers a full range of post trade services providing
nsk managernent and efficiency for counterparties

Process Services offered

Clearing central LCH Clearnet {UK France and US)
counterparty senices CCaG (Maly)

Settlement Monte Titoll globeSettle

{mternational CSD in Luxembourg)
Custody central secunties
depaository services
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Market position and outlook

With its three core business activities capital formattion,

risk and balance sheet management and intellectual property,
the Group helps to underpin global economic growth by offering
a wide range of services to support the effective functioning

of global capital markets and the creation of innovative new
financial and investment products

|
Capital Formation

— Access to pnmary sources of equity and debt finance for comparnes
of all sizes from all over the world

— Secondary markets for price formation and trading

Risk and Balance Sheet Management

— Post trade services to mibigate counterparty risk, maximise capital
efficiencies for customers support the safe transfer of secunties
and optimise cash flows for efficient coflateral management

—— Technology and analyhcs to support efficient processes and meet
requlatory requurernents
Intellectual Property

— Market data, indices analytics and information services to increase
knowledge and transparency in support of tradng and investment
decision making

— Technology solutions to enable customers and markets to operate
reliably securely and efficiently

The markets w which we operate are affected by a wide range of factors
mcluding structural shifts in the global economy demographic trends
the geopolitical landscape and ongomg regulatory changes

Economic conditions

Economic recovery in advanced economies 1s expected to continue in 2014
Econarmsts widely anticipate a gradual end to quantitative easing {QE)

n the LS with tapening having already commenced on a modest scale
Should the reduction in QE continue we can expect upward pressure on
nterest rates m the medwm term and increased bond yields Econormic
activity In the Eurozone 1s gradually stabilising as the region emerges from
recession However the recavery 15 not broad based and 1s slower than in
sorme other developed markets Conseguently any tightening of Eurozone
monetary policy 1s expected to lag betind that of the US Gther nisks rernain
mcluding slowang growth in China and tensions around Ukraine

The gradual turnaround in sentiment and overall econormce actwity 1n

the past year was reflectedn a 27 per cent globat increase in the capital
raised (aggregate vatue of $163 billion) Such wnproved opportumtties for
Irwestment combined with growing consumer confidence excess iquidity and
centinued GDP growth 1n developed markets are creating an “equity-friendly”
environment which 1s likely to prevail throughout 2014 Equity funding 15
therefore likely toremann attractive and to support primary market actity
The Group 1s Tesponding to this trend with inmovations such as the
Introduction of the High Growth Segment on London Stock Exchange

in other asset classes trading levels remain uncertain due to proposed
regulatory changes and the impact of bank de-leveraging Requlatory factors
w Eurepe such as MIFID/MIFIR requirements on controls for dark pools

and high frequency trading (HFT} aswell as the potential for a widespread
financial transaction tax (FTT) could have a negative impact on capital
markets activity Regulation continues to influence the shape of inancial
wfrastructure more broadly (see more details on pages 10 13) At the

same time such trends create opporturities for the Group s clearing

post trade and wformation services operations where our open access
principles are aligned with the demand for greater transparency and
improved cost effective services In particular LCH Clearnet 1s respending

to custorner needs in respect of the Basel 111 Capital Requiremnents and 15
seeing increased clearing volumes of OTC dervatives as a resuit LCH Clearnet
Unavista and Monte Titol are also developing a range of solutions for EMIR
complance mctuding globeSettle our new mternationat central secunties
depository Requirements affecting financial benchmarks in MIFID 11
from I0SCO and other national and supranational bodies wll likety create
new cpportunities for globally focused index providers such as FTSE with
established strong governance standards and transparency i the provision
of index services
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Global secio-dernographic trends such as increasing wealth in emerging
economies the ageing population in developed markets and the consequent
implications for state funding of health and pension benefits are drving
nwvestment glebally and ncreasing competition among investment product
providers These trends favour low cost passtve investment and creaie
opportunities for innovative new mdex products such as alternative-weighted
indices and hcensing of fund and ETF products

Market position

The Group bad a rmarket capitalisation of £5 0 billion (as of 9 May 2014)

and ranks among the top five global exchange groups by mcarme In FY
2014 all of our main business segments recorded good performances

both through orgamic development and as a result of successful additions
to the Group's portfoho of businesses Income 1 increasingly dversihed by
asset class and gecgraphy with cash equities trading accounting for just

11 per cent of totalincome Information Services and Post Trade businesses
contributed 29 per cent and 39 per cent of adjusted income respectively

The Group saw a significant increase in both the number of 1POs and the
value of capital raised On the back of a senes of large IPOs equity capital
ratsed dunng the year was £34 2 tilion (vs £18 0 bilionn 2013) The FTSE
100 fimshed the financial year up three per cent and the FTSE MIB firshed
up 41 per cent LSEG trading venues between them captured almost 30 per
cent of European equity trading volurme more than any other group (2013
28 per cent)

Exchange traded fund (ETF) assets under managerment tracking FTSE indices
increased This was largely dniven by the decision of Vanguard to adopt FTSE
benchmarks forits global emerging markets funds FTSE now ranks fourth
globally among index providers for ETFs in terms of benchmarked assets

Global regulatory momenturn led to increased demand for risk management
and OTC cleanng services through LCH Clearnet Strengthering its position
as a leacing OTC clearing provider SwapClear s notional value cleared
increased aver the past year by 18 per cent to $526 tnlhon with its clearing
membershp increasing by 25 to 103 members There were also a nurnber

of service enhancements including the expansion of compression services
ForexClear built on 1ts existing inter-dealer service with the launch of
chent clearing and cleared $832 bilion in notional throughout the year
CDSClear which extended its reach to include Furopean clients and US
clearing members cleared €154 billien \n hotional value Derwvatives
clearing volumes decreased while the fixed income cleanng services
business maintained market share clearing €72 trniliien in norminat value
The commodities and cash equities clearing businesses expenenced steady
growth i volumes

9
London Stock Exchange money raised — new and further {ssues
€ billon
@ new issues—money raised O further 1ssues — money 1aised
FISE 100 (RH scale)
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London Stock Exchange order-book value traded
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Market position and outlook
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Outlook

Our diversithcation strategy and strong custormer relationships will contmue
to enable us to respond Lo emerging customer requirernents in muttiple
product and service areas The need for chents to mamntain cost control
efficient capital management and a strong focus on nisk management

will remain as thewr business models evolve This increases the demand for
efficient cleanng solutions as well as technology and serwices supporting
autormation and overhead reduction The Group 1s well positioned to respond
to these needs through both organic and norganic wmtiatives

In the year ahead sigmficant focus will remain on the integration of
LCH Clearnet through a number of detalled programmes targeted at
delivening the broad benefits of the transaction Elsewhere our focus is on
expanding our global footprint and developing further growth opportumties
across the Group Evolving and 1mproving market conditions regulatory
changes and customer demand will continue 10 shape our business and
create new opportumties throughout 2014 and beyond The Group will
benefit frorm the value we provide to customers through service expansion
and inngvative solutions

Regulatory landscape

The regulatory landscape continues to evolve with the introduction of further
regulation in financial markets by national regulators and international
policymakers As aglobal group most of our actvities are subject to regutation
on a domestic and/or supranational basis

Most of the regulatory changes discussed have been implemented others are
drawing closer to the implementation phase However, their impact has yet to
be fully realised and st remains difhicult to predict the eventual effect on the
markets with any certainty

Whether as aresult of or inspite of the numerous regulatory inihatives
discussed within this review capital markets are beqinning to emerge more
positively from the downturn with increasing IPO activity and trading
mterest in many market areas Looking ahead there 1s a sense that in Europe
atleast the regulatory reform agenda 15 moving into a phase of consolidation
and review allowing for a focus on eccnorme growth Jobs and stability




Strategic report Market position and outlook

11

Global notional outstanding of exchange traded vs OTC derivatives
US$ trillion Souree BIS

@ cxchange traded [eeiln

00

00
Lol
500
400
00 ; '
200 | i 3
100 fl o+ f M ] H i
L’ii g

8 3 s 85 & 28858383 L an

EEEEEEEEEEEEEEGE S
SwapClear OTC interest rate swaps —
total notionat cleared and number of clearing members
Us$ trillton
® cleared volumne number of members

165

2013
Q1 z Q3 +13 N 07 13 Q4

2013 2013 2013 2014 2014 2014 2014

G20 goals

Efforts continue to implement the G20 comrmtment to strengthen
the regulatory framework for OTC dervatives In Europe and the US
derwatives transactions are now subject to trade reporting obligations
mandatory clearing of certain denvatives contracts has been introduced
in the US and Japan and mandatory trading has begun under CFTC rules

European Union

Relevant Regulatory Developments

The MIFID/MIFIR MAD/MAR and CSDR dossiers have reached political

agreement at Level 11n the EU 2014 will require a substantial effort by

regulators and the market for the development of the Level Il measures

(so-called Techmcal Standards and Pelegated Acts) under these key

pleces of legistation leading 1o 1implementation of most in 2016

— MIFID/MIFIR (Markets in Financial Instrurnents Directive/Regulation)
contans a broad range of market structure measures aimed at
promoting thentegration cormpetitiveness and efficiency of EU financial
markets Key changes include non-disciminatory open access to trading
venues and CCPs non exclustve heensing of benchmark indices the
introduction of SME Growth Markets the extension of pre and post
trade transparency to non-equity asset classes including bonds and
denvatives and increased regulatory requirernents for high frequency
trading strateqies and algonthmic trading

—- CSDR (Central Securties Depository Regulation) brings 1n measures
to harmonise the authorisation and operation of central securities
depositonies and certain aspects of secunities settlement in the EU
ncluding settlement peneds and settlement discipline A shorter
settlement cycle of T+2 15 expected to be introduced n the UK and EU
i October 2014 wath full dermateniahsation expected by 2025 CSDs will
benefit from uniform tequirernents for icensing and from an EU-wide
passport which wall help remove existing barners of entry and promote
competition presenting both opporturities and risks to the Group

— MAD/MAR (Market Abuse Directive/Regulation) has been expanded
to include secunties and dervatives traded on any tradng venue and
platforms and will now cover the manipulation of both benchmarks
and carbon ermission allowances
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Banking Union

There has been progress in establishing a Banking Umon in the EU which will
consist of (1) a Single Supervisary Mechamsm (S5M) to momitor the health of
eurczone banks (2) a Deposit Guarantee Scheme (DGS) to protect depositors
and (3) a Single Resolution Mechanism (SRM) to take action where a bank
must be closed or restructured The details of the SSM have been agreed
(implernentation date ts Novernber 2014) However negotiations continue
on the SRM which 15 expected to be agreed in rmid-2014

Ongoing Measures

The L) Commssion s proposed regulation of benchmarks continues to

be negotiated in the European Parliament and Council of Miristers

The Commusston also adopted proposals seeking to address potential
1ssues In the systern of credit wtermediation that exists outside the regular
banking system (so called “shadow banking”) with proposed regulations on
Money Market Funds (MMFs) and Secunties Financing Transactions (SFTs)

Negotiations continue on the ntroduction of a Financial Transaction Tax
(FTT) This 15 being progressed by 11 Member States under a procedure
known as “Enhanced Cooperation” To date it has proved difficult to reach
agreement on a number of areas including the scope and the proposed
implementation timeframe which has now moved out to 2016 At this stage
1t 1s difficult to predict the hikely outcome or scope of any final measure that
may be agreed nor its potential impact beyond the 11 Member States
France and ltaly have bothimplemented a domestc FTT

Future Measures

During 2014 the European Commussion plans to bring forward proposals
for Recovery & Resolution for CCPs measures atned at facihtating the
long-term financing of the EU economy (including proposals for regulation
of crowdfunding) and amendments to the Shareholders’ Rights Directive
All these measures may affect Group actties to sorme extent

T2S

T25 (TARGET2-Secunties) a project led by the ECB (European Central Bank)
awmns to facilitate cheaper cross-border settlement across Europe The testing
phase 1s expected to start in Q2 calendar year 20t4 with delivery of the T25
application to CSDs for the user-testing phase scheduled for 1 October 2014
Migration to T2 will take place in phases with Monte Tith participating n
the first phase 1 June 2015

Regulatory Structure

us

Inthe US implementation of the Dodd Frank Act continues with rules on
regulatory structures bringing OTC dervatives on to trading venues and into
cleaning and ncreased regulation on the establishment and eperation of
CCPs These rules wall apply to LCH Clearnet LLC Ltd and SA registered as
Derwvatives Clearing Orgamisations (DCOs) in the US In addition the CFTC
applies heightened regulatory standards to systemically important DCOs
(SIDCOs) whch include the requirement to have recovery and wind-down
plansinplace LCH Clearnet LLC 15 not a SIDCO but has decided to opt m to
the reqime for SIDCOs for Basel capital treatment purposes

UK

The UK regulators (PRA Bank of England and FCA) are now well estabhshed
and developing therr forward-looking pre-emptive approach to supervision
and regulahion The FCA has recently consulted on its new remit in relation
to competition law gving new irnpetus to tts consumer focused approach

In the Principal Risks and Uncertainties section (page 48) we set out the
potential imphcations for the expanded Group of the key measures we
have identified
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Overview of regulatory landscape
The mereasing scope of regulation and the breadth of the operations of the Group mean that regulation inevitably has a growing impact on the Group
and its activities Set out below are some of the key areas where there s likely to be some impact or opportumty

13

LSEG DIVISION &
BUSINESS AREA LEGISLATION/MEASURE SCOPE
Capital Markets
Pnmary markets MIFID {political agreement reached — SME {Small and Medum-Sized Enterprises) Growth Market proposals to support SME
at Level | work on technical aspects funding and markets
Level [1 —under way)
Secondary (trading) FTT non UK but i Italy France — Toimpose transaction tax on equity bond and dervatives trades that involve one
markets Commission proposal under financial nstituticn with s headquariers \n the EUFTT zone
negotiation
MIFID (political agreement reached — Non discriminatory open access to trading venues and CCPs and non-exclusive
at Level | work on technical aspects Ieensing of benchmark indices
Level 11 —under way) — Extension of pre and post trade transparency to non equity asset classes including
bands and derwvatives
— Increased requlatory requirements for high frequency trading strategies and
algorithric trading
— Additional organisational transparency and market surveillance requirements
for trading venues
— Platform trading obligation for shares and OFC denvatives
MAD/MAR {poltical agreement — Index mampulation and non listed 1ssues within Market Abuse regime
reached at Level 1 work on technical
aspects Level 11— underway)
Post Trade
CCPs EMIR {Level {1 under implementation) — Mandates CCP clearing for a wide range of eligible derwvatives contracts
— Mandates the reporting of derivative trades to Trade Repositonies
— Establishes harmonised requrernents for CCPs and Trade Repasitonies so that they
can dermnonstrate safety soundness and efficiency
EC regune for recovery and resolution — Commussion kkely to propose recovery and resolution measures in Q4 2014 for {CPs
for CCPs {awaiting Commission -~ May provide regulators with expanded powers 10 mtervene at an early stage inclueing
proposal) the power to require an entity to implement measures under its recovery plan
- Authorities will also be provided with wide range of resolution toels
Settlement CSDR (poltical agreement reached at — Measures to harmonise
Monte Titoh Level ] agreed work on techmcal — the authonisation and operation of central securities depositories
aspects Level [i - under way) — certam aspects of secunties settlement in the EU including settlement periods
and settlernent discipling
T25 (ECB praject) — InNovernber 2011 the ECB agreed the Framework Agreement, which sets out the
contractual nights and obligations of the Eurosystern and each contracting CSD Monte
Tutol has already signed the Framework Agreement reconfirmmng 1ts positiomng 1n the
first wave of the project
— The implementation date for phase 1 of the European Central Bank s T25 preject avmed
at facilitating cheaper cross barder settlernent across Europe has now been set for
lune 2015
Information Services
FTSE index Regulation — (Commuission — Regulation of specified benchmarkshnchces
proposal under negotiation)
MIFID (pohitical agreement reached — Access under MiIFIR Art 30 1equures non exclusive icensing of benchmarks
at Level [ work on techmical aspects
Level 11 —under way)
Market data MIFID {political agreement reached — Post trade consolidated tape (CT) —intreduction of requirements for harmonised post

at Level [ work on techrical aspects
Level 1T — under way)

trade data reporting to enable *consolidated tape* and data provision on a “reasonable
commercial basis”
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Chairman’s statement

Overview/Execution of strategy

London Stock Exchange Group continued to expand its global footprint and
strengthen 1S posilion as one of the word s keading diversihed exchange
groups Our portfolio of market infrastructure businesses was further
strengthened with the completion of the acquisition of a majority stake
n LCH Clearnet Group a leading provider of clearing services We have
been pleased with the progress made to date to realise the benefits of the
transaction and this will be a major focus in the year ahead We also made
further progress realisng the benefits of previous transactions through the
global growth of busmesses such as FTSE and MTS

Over the past 12 months there has been a sense of renewed optimism in
Chris Gibson-Smith capital markets We have seen cormpames returning to the IPO markets
Chairman toraise equity capital wath the nghest number of flotations since 2007
188 companies joined our markets and total money raised was over
£34 bilhon across our equity markets mthe past year The Group provides

qu N EVER LO SE markets thal help a broad range of companies to access equity and debt

capttal n particular we support efforts o help smalt and medium-sized

SIG HT 0 F TH E enterpnises (SMEs) access finance to enable their growth and development

The recent launch of ELITE w the UK a programme dedicated to supporting

WID E'R 'RO LE OUR high growth private companies builds upon the success of a similar

nitratve run by Borsa Italiana which has 150 participants In Aprul the fust

B U SI N ESS 'PL AYS 18 companies signed up to the scheme which wall run i partnership with

‘ Impenal College Business School and s a good example of the Group's
! I N so C I E TY” ongong commitment to SMEs across Europe

Our wider role

We firmly believe that the Group s open access business model which drives
a partnership approach with our customers helps facilitate the operation of
stable inancial markets which benefil our custormers regulators and society
at large The model atso promotes flexibility transparency and choice which
nturn helps drive our busmess forward LCH Clearnet Group shares our
open access philosophy and provides its customers with nsk management
services across a broad range of asset classes helping therm to manage their
own nisk positrons and capital efficiencies This coninbutes to a safer and
more stable financial system

We never lose sight of the wider role our business plays in soctety Our support
for companies of all sizes for open access and fair and transparent markets
has a sgnificant impact on economic business actwity as well as job and
wealth creation and 15 core 1o our approach to corporate social responsibiity
In addition the Group donated £1 66 milhon to chanty w the past year of
which £1 0t million was donated through the Group s chantable Foundation
To celebrate our third annual chanty trading day held in March the Group
imvited representatives from our partner charities Habitat for Humamty
In-Presa Friendship Works and UNICEF to-open trading in London
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London Stock Exchange Group continues to look for ways to reduce its carbon
footprint and to improve its CSR actwities through Group-wide imtiatives such
as Green Week We summarnise our Corporate Responsibility actvities on
pages 36 and 37 and 1n a fuller corporate report which can be accessed

from our websile

Strengthened board/risk management

As atrusted global inancial infrastructure provider we must ensure that

we continue to meet the highest standards of corporate governance and due
process As reported last year the Group has split its Risk and Audit operating
functions and made semor appointrments within both teams We have also
operated separate Audit and Risk commmuttees of the Board both benefiing
from contnibuticns from Non-Executive Directors with considerable and
specialist experience in these areas

Following the Group s AGM 1n July 2013 Baroness (Janet) Cohen

Sergio Ermoett and Gay Huey Evans stepped down as Non-Executive
Directors The Board appreciates the valuable contributions that all three
rmade to the successful strategic devetopment of the business

In June 2013 Stephen O Connor and Stuart Lewis were appcinted

as Non-Executive Directars Stephen and Stuart bring considerable
experience tn credit and market nsk reflecting the sigmficant and
growing proportion of the Group s overall business that post trade and
risk management now represent In January 2014 we alsa welcomed
Sherry Coutu and Joanna Shields to the Board both of whom bring
broad international management expertise and a strong track record
of entrepreneurship and building businesses

Financial performance and dividend

The Group delivered a good financial performance with adjusted income up
42 per cent to £1 2t hithon ncluding contnibution from LCH Clearnet for the
first time Successful delivery on our stated strategy s also reflected in the
strong share price performance over the last year

Dividends per share
pance

308
95
we 83

244 :
: v T
]
;JL‘UL

z010 2011 2012 2013 2014

The Group 15 therefore preposing a 4 5 per cent increase in the final dividend
t0 20 7 pence per share tesulting i a full year dvidend of 30 8 pence per
share a4 4 percentnise The inal dividend will be paid to shaieholders

on the register as at 25 July 2014

Accounting reference date

Inorder to create ahgnrment of the financial years of LSEG ple and

LCH Clearnet the Board has approved a change to the Group s accounting
reference date mowving fror 31 March to 31 December with effect from

1 April 2014

Conclusion

It has been a strong year for the Group We have further expanded our
global bustness buillding best in class capabihties as we grow We expect
the substantial benefits of the LCH Clearnet transaction to continue to work
through over the corming year and the mproving econoric outlook and
evolving regulatery landscape present further opportumty to develop our
busmess We look forward to further growth in the year ahead

4 dev-Zﬂ

Chris Gibson-Smith
Chairman
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Chief Executive’s statement

Xavier Rolet
Group Chief Executive

. “THE GROUP’S
DIVERSIFICATION
STRATEGY IS
DELIVERING
TANGIBLE SUCCESS,
REFLECTED IN
CONSISTENTLY
GOOD FINANCIAL
PERFORMANCE AND
RETURNS TO OUR
SHAREHOLDERS”

Gverview

Ths has been ancther year of achievement as we continued to grow and
diversify the Group on an increasingly global basts most notably through
the successful completion of our transaction with L.CH Clearnet Group
The environment tin which we operate has also evolved We have been
encouraged by regutation emerging out of Europe which will promete
compelition empowering nvestars through enhanced choice lower costs
and greater capital efficiency The provisions for open access in clearing and
access o benchmarks will help reduce the fragmentation of nsk in closed
silos and promote lower cost more efficient and robust competitive markets
As the econormic recovery continues we have also seen a return of mvestors
1o our equity markets The Group helped compantes raise over £34 bilhlon i
new and further equity 15sues acress our markets Providing companies with
the ability to access capital to grow therr businesses 1s a fundamental part
of what we do and we continue to develop products and services across
asset classes as well as imtiatives such as ELITE to support small and
medwum-sized enterprises (SMEs} across Europe to grow and attract investors
along the funding ladder This1s also a core underpinning of our appioach

to corporate respansibility

LCH Clearnet

One of the key landmarks for the Group duning the past year was the
completion of the acquisition of a majonty stake in the global cleanng
house LCH Clearnet Group Risk management 1s a vital component

of stable financial markets and LCH Clearmet has a strong record of
helping its members and customers manage therr nsk The business
embraces an open access model which also makes it well positioned

to benefit from regulatory change being implemented across the world
By operating a multi-asset global platform across multiple geographies
LCH Clearnet provides custemers with enhanced collateral efficiency
opportunities through services such as pertfolio netting and compression
LCH Clearnet 15 also particularly well positioned to meet the needs of

OT€ clearing across a range of asset classes

Suneel Bakhshi joined as CEO of LCH Clearnet Group i February 2014 bringng
a wealth of nsk and change management expenence 1 financial services
Together with his tearn, he 1s aiming to further develop opportunities through
product innovation and geographic expansicn designed to support its global
customer base 1n an evolving requlatory landscape He 1s also focused on
realising the benefits of the relationship with LSEG and we are very pleased
that our work on the integration now means that we are able to extend

the expected cost synergies These are now expected to teach €60 rmlhon/
£49 milllon per annum by the end of 2015 In additon further changes to the
operation of the OTC cleanng bustnesses particularly SwapClear have resulted
n additional revenues for the Group as well as changes to the share of costs
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Building best in class capabilities

Our portfolio of products and brands enables us to offer our customers
innovative solutions acress the trading cycle from technology 1o post trade
In February UmnaVista Trade Repository went live helping customers te
meet thewr obhigations under EMIR recewving approximately ten millien
reports on behalf of over 2 500 counterparties on day one In fixed income
we completed the acquisition of a 70 per cent stake in EuroTLX a retail
bond platform which will enable Borsa Italiana to extend the range of
trading services for retail investors MTS the Eurcpean fixed income market
announced plans to launch a new platform which wilt give buy-side
institutions the ability to trade tnterest rate swaps electronically

Turquoise the Group s pan-European trading platform expanded 1ts stock
universe to include a number of the rmd-ter securities previously only
available to trade via domestic exchanges Turquoise has seen its overall share
of trading improve stgnitficantly throughout the year wath the platform now
regularly accounting for mere than eight per cent of all volume traded across
Europe The Group alse continued to enhance its technology offening with

a senes of product upgrades to allow mproved functionality for users

Creating a global business

The Group s global reach was further ncreased during the year with FTSE
reinforcing its position as a leading international index provider FTSE
continued to consolidate its leading position n China with $18 bilhon of
assets under managernent linked to ETFs traclang the FTSE China Index
series as of the end of March 2014 FTSE also made good progress in
expanding its operations in North Amenca and further enhanced its fixed
ncome offering with the launch of a new offshore RMB Bond Index Series
n partnership with Bank of China as well as the recent acquisition of the
MTS indices business through its joint venture with TMX

MTS began trading n the US followng the launch of MTS Markets
Intermational and took further steps to grow its customer base in the
region through the acquisition of Bonds com an electronic platform
for the trading of US corporate and emerging market bonds

MullenmurnI T recorded a number of wins throughout the year such as the
sigring of an agreement 1o provide post trade technology to SGX as well
as extending existing contracts with London Metal Exchange and TMX

Developing opportunities

The Group has taken further positive steps to diversify its business In July
2013 the Group confirmed plans tolaunch a new central secunttes depasitory
(CSD) business based i Luxembourg The new CSD globeSettie has receved
regulatory approval from CSSF and 1s on track to commence operatians

n Surmmer 2014 It has previously been announced the CSD will provide
setttement custody and asset servicing for 3 P Motgan s international
collateral management business

The Group launched a number of new derivatve preducts including the
introduction of Single Stock Optiens both in taly and the UK as well as FTSE
UK targe Cap Super Liquid index futures As noted above we believe that
we are well positioned to beneht from a number of the MFID 11 regulations
which promote an open access cornpetitive model for customers across
many of our businesses ncluding indices and post trade services

In the UK we welcomed the Government s decision ta abolish stamp duty
for AIM-histed stocks which followed an earlier move to allow AIM securities
to be included in [SAs Intiatives aimed at encouraging greater investment
1N SMEs among retal investors are vital and we rermain firmly committed to
supporting igh growth entrepreneunal companies which are the hfeblood
of oureconomny In Novernber 2013 we published our inaugural report titted
1000 Comparnes to Inspire Britain - a landmark study that identified some
of the UK's most exciting and dynarnic SMEs and last menth the Group
launched ELITE in the UK based on the success of a similar programme

n Italy which helps small and medium-sized enterpnses access finance

to enable thew future growth and development

The landscape for global capital markets infrastructure continues to evolve
and consolidation tematns a key theme We will continue to seek to expand
the Group s global offering as value enhancing opportunities anse

Outlook

1 joned the Group five years ago Dunng this penod the business has
transformed through control of the cost base investrment in high
performance technology organtc development innovation and strategie
acquisitions The Groups expansion in capital markets infrastructure is
detwering tangible success reflected in consistently good financial
performance and returns to our shareholders I am particularly pleased
how colleagues across the business have embraced the opportunities
brought through diversification working together to identify opportunties
and realise the benefits of being part of a global group We have accelerated
our cost savings targets at LCH Clearnet Group and we see oppartunity for
growth as the regulatory landscape evolves 1 am more optimistic than
ever that our truly umque position —as the only global open access market
infrastructure player which works in close partnership with its customers
across all of our businesses —will position us well for the future

.

—

Xavier Rolet
Group Chief Executive
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Strategy in action

l STRATEGY | ACTION

The last year has seen the Group take
significant steps forward in all areas

of strategic focus As our clients become
increasingly sophisticated and their
needs evolve in response to factors such
as regulatory change, we are expanding
our offering into new asset categories,
geographies and client segments

The completion of the LCH Clearnet
acquisition bufilt momentum in the
diversification of both client base

and revenue and our programme to
tntegrate FTSE has similarly generated
new opportunities throughout the
Group as well as increased efficiencies
Both of these acquisitions are key drivers
for future innovation, service expansion

and growth S ——
Creatinga
Underpinming the business are the capabilities global business

of our people and the infrastructure which drive our
services For the Group the efficiencies that we are
able to bring through low cost mgh performance
technology and strong cost control throughout the
business mean that our people can focus on what
they do best listen respond to and deliver on the
promises we make to our custorners seek out new
opportunities and realise the value in the Group s
assets Af the heart of our business and key to cur
success n the future are the strong partnerships
that we build with our customers and the highest
standards of performance and integnty winch we
apply to our business glebally

Developing
opportunities

Building best in
class capabilities

— We develop the people and skiils we need to create

innovative sclutions and to service our customers
around the world

We aimn to continuously tmprove our infrastructure
and technology capabilities

We proritise the highest levels of governance and
ntegnty across our businesses

We delwer value from acquisitions through
efficient integration

We follow strong cost discipline

We engage with the leading participants in financial
markets worldwide to understand their needs and
provide solutions

We seek new opportunities to provide services
and bund our footprint in key geographies

We develop partnerships around the world to
extend our customer servicing capabilities

— We anticipate customers’ evolving needs
— We delwer market leading innovation

— We capitalise on our assets of intellectual property

financial markets expertise and our global customer
and partner network to dwersify our offering

We continue to seek new organic and inorganic
opportumties to grow our business
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We have built a strong and efficlent business
— Implementation of our Risk Managernent Framework across the Group

— Implementation of our Group wide strategic chient management programime

— Integration programme for LCH Clearnet delivening tangtble cost savings

—- Realignment of LCH Clearnet management to posttion this key asset for growth

— Benefits denved from FTSE synerges programme on target

— Corporate responsibiity strategy approved by the Group Board and implernentation plan agreed

Ounr footprint is global
-— 34 nternational new i1ssues raising £4 1 bilion

— (reation and success of the FTSE TMX Debt Capiial Markets venture in Canada now the third largest fixed income & ETF
benchmark provider by assets under management

— Acquisition of Bonds com by MTS
— FTSE TMX Debt Capital Markets partnership with Bank of China 1n Hong Kang

— Unavista Trade Reposttory ahead of target on EMIR implementation and offering full trade reporting to LCH Cleamet members
and other chients

— Successful launch on LSE of the fust direct European-hsted China ETF a FTSE Ciina ASQ-benchmarked ETF and the world s first
RMB bond in FY 2014

— Continued global expansion of MillenmumI T via new contracts with LME SGX HKEx and Argentiman CSD

— SwapClear business expansion in the United States and Austraha

We are successfully diversifying to talee advantage of growth oppertunities
— Development of MTS credit platform offenng trading on MTS Bandvision distribution technology

— Newly formed LSE Denvatives Market launched and FTSE SuperLiquid index futures trading successfully

— New products and services idenfified through co-operaton between LCH Clearnet Capital Markets
Informatton Services and Post Trade divisions

— Innovative cleanng services spectfically for OTC denvatwes developed by LCH Clearnet
-— Ehte platform of integrated services for Italtan SMES now extended to the UK
— Unavista and NetOTC partner to provide an mnovatwve clearable dervatives risk model

— Establishment of a CSD in Luxembourg globeSettle providing custody settlement and post trade services
for international collateral management

— Successful acquisihion of EuraTLX plans in place for integration of Group corporate functions and migration to
MillenmumiT technology

LHO0dIY JIDIIVHLS

JINUYNHIAOD

SLNIAWALYLS IWIINYNIL dNOAD

NOLLYWHO4NT H3ATOHIUYHS

il I _

oy
£

I3
o

TR
A

&

h

ey




20 Strategic report

London Stock Exchange Group plc Anmual Report 2014

Executive management team

The Executive Committee manages the
business on a day-to-day basis The team
meets regularly to review a wide range

of business matters, including financial
performance, development of strategy,
setting performance targets, reviewing
projects and other developments

This year Diane Coté Group Chief Risk Officer
and Suneel Bakhshi the newly appointed Chief
Executive Officer of LCH Clearnet, joined the
Executive Committee Both bnng a wealth of skills
to the team Diane has many years of expenence
in sentor finance audit and nsk positions and
Suneel has spent over 30 years in international
trading banking and rnisk rnanagement roles

For further information on Xavier Rolet David
Warren and Raffaele Jerusalmi who are also
members of the Board of Directors see their
ographies on page 54

Xavier Rolet
Group Chief Executwe Officer

Raffaele Jerusalmi
Chigf Executive Officer of Borsa Iltalana
and Director of Capital Markets

Alexander Justham

Chief Executive Officer London Stock Exchange
plc Yoined the Group n 2012 from the Financial
Services Authority wherte he was Director of
Markets Prior to this he worked at J P Morgan for
17 years where he held a number of toles latterly
as a Managing Director at JP Morgan Cazenove

David Warren
Group Chief Financial Officer
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Tony Weeresinghe Antoine Shagoury David Lester
Director of Global Development and Chairman of Group Chief Operating Officer and Chief Informaton: Group Durector of Corporate Strategy Joned the
willenmumIT Joined the Group in 2009 Prior to Officer Joined in 2010 fromthe Amerncan Stock Group 1n 2001 He has over 23 years experience
founding MillenmumIT in 1996 he was Head of Exchange where he was CIO Qver the preceding n financial markets including with Thomson
the Open Systerns Division of ComputerLand 10 years Antone held several executive technology Financial Accenture and KPMG
and Country Manager of Oracle in Sn Lanka positions at Instinet meost recently as CTO of Instinet S -
Services He has over 20 years of technology and 2
financial seraces expenence 2
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Mark Makepeace Suneel Bakhshi Diane Coté é’
Group Director of Information Services and Chief Chief Executive Officer LCH Clearnet Group Group Chief Risk Officer thane Cote was appotnted %
Executive Qfficer of FTSE Group Hewas afounding  Jowned in February 2014 from Citigroup with over Chuef Rusk Officer and joined the Executive -
Director of FTSE Group in 1995 and joined the 30 years of expenience in trading bankingandnsk  Committee on 1 June 2013 Diane was previously §
Groupn 2012 Mark has over 15 years experience  management Most recently he was President Aviva Plcs Chief Finance Operations Officer Pnor to F
of developing successful joint ventures and has and CEO Citigroup Global Markets Japan Prior to this Diane held the position of Aviva s Chief Audit E M
forged alliances with stock exchanges acadermics  this he held several senior nisk roles in¢luding Officer Dhane has many years’ experience holding »
and leading ndustry groups leading Citigroup s Emerging Markets Corporate sentor positions within Aviva and other leading g
Bank He also held a number of semor banking organisations including Standard Life Assurance g
and markets roles ncluding Sales and Trading L
N CEMEA Fixed Income Denvatives Trading for a0 i

Europe and Denvatives in Japan
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Introduction to

segmental review

Adjusted total income
£ milhon

13
10
12 \_A-
\
11
Year ended 11 March 2014
® Capital Markets £m
1 Annual fees 412
2 Admussion fees 399
3 Cash eguities trading UK & Turquolse 945
4 Cash equittes trading Italy 361
5 Denwvatives {rading 196
6 Fixed income trading 681
7 Other capital markets 101
3095
® Post Trade Services CCa&G & Monte Titoli
8 Cleanng - CC&G 400
9 Settlement & Custody ~ Monte Titoll 58 4
10 Net interest income ~CCaG 476
1460
® Post Trade Services LCH Clearnet
11 Clearmg —LCH Clearnet 2630
12 Nef interest income — LCH Clearnet 622
3252
@® Information Services
13 FTSE 1740
14 Real time data 908
15 Other mformation 839
3487
® Technology Services
16 MllenmumIT 315
17 Technology 325
64 0
Other
18 Other ncome 197
197
Adjusted total income* 1,2131

+ Adjusted total mcome excludes untealised gain/loss

18043y JI93LTULS

FONYNYHIA0D

SINIWILTLS TVIINYNIL dNOUD

MOILTNUOINTI HIATOHIUYHS

5’ ig ~t

PR
» R

%

&

0 e

E
i
IYE:

w
.

"

K}
ot

T
i
el




24 Strategic report

London Stock Exchange Group plc Annual Report 2014

Capital Markets

Revenues

£309.5" Lo,

Other*

2013 £2675m

Key Summary

— Revenues increased by 16 per cent to £309 5 million (2013
£267 5 mitlion}

-— Primary markets saw a six gear high in IPO activity with revenues
up 15 per cent to £81 1 million and 188 companies adrmitted
including Royal Matl the largest UK capitat raising IPO of the year

— Secondary markel revenues ncreased by 15 per cent on higher
cash equity and fixed ncorne trading volumes

-— Turquoise widened its stock untverse and added functionaiity
Value traded mcreased 68 per cent

— The Group strengthened its position as the leading venue for
ETF trading 1 Europe by value traded

— Following a slowdown in some 1nternational markets the value
traded on I0B dechned six per cent and denvative contracts
traded are down 11 per cent

— In hixed income MTS Cash and Bondvision volumes increased
48 per cent to €3 580 bilion (2013 €2,426 billon)

* Other revenue Includes Entrance and Membership fees
A glassary of terms can be found on pages 144 and 145
Profitability of each segment can be found n the Financial Review on page 18

Introduction
London Stock Exchange Group provides access to capital for a wide range
of domestic and international businesses

Our range of primary rmarkets provides a choice for 1ssuers and investors !
enabling compantes to raise capital efficently depending on ther indirdual

financing needs as well as increasing their visibiity with a wide group of

customers and \nvestors Our secondary markets create a deep pool of

iquidity and allow active and efficient trading through our highly competitive

tracding platforms

Primary Markets

Inthelast year we have seen a six year high m new 1ssue actwity with 188
new companies hsting or being admitted to trading on our markets (2013
121) Among the notable mgh profile businesses were Royal Mail the largest
UK capiial raising and Moncler in Italy In addition cur markets continue to
be at the forefront of international 1ssuance with listings ncluding Al Noor
from Urited Arab Emirates Darnac from Dubat Coca Cola HBC from Greece
and Romgaz the first Romaman privatisation on the London market

Italy welcomned 20 new companies (2013 seven) including World Duty
free the global retatler InJanuary 2014 the Bank of China successfully
1ssued £253 milion in Chinese bonds the largest RMB 1ssue outside China

This last year also saw a vibrant market for private equity-backed 1POs on
the London market with 20 businesses successfully joning our markets
mcluding Merlin Entertainments and Foxtons Group plc raising a combined
£65 billlon These companies have performed well in the secondary market
and these successful transactions have hetped reinforce investor appetite
for sponsor-backed issuance and bodes well for other future deals in the
pipeline LSE saw 54 per cent of all financial sponsor-backed TPQs by volurme
n calendar year 2013 on European exchanges — almest three tirnes that of
any cther exchange

The total amount of capulal raised across our equity markets bath through

1P0s and additional finanaing increased 30 per cent to £34 2 hillion (2013

£18 0 lon) with the second half of the year showing a strong uptick in !
actmity Looking ahead the pipetine of companes looking to hold IPOs
remains encouraging Atyear end there were a total 2 740 companies on
our markets (2013 2 746) reflecting the new companies jotning our markets
and the normal attrition through M&A activity

markets continue to develop We have seen new products coming to the
market which offer exposures to asset classes that were not accessible
previously For example, we listed a new ETF this year that tracks the Russian
corporate bond market and for the first ttme an ETF that directly tracks
China A-shares The total number of ETFs and other ETPs listed remained
stableat 1 880 (2013 1883)

|
\
Our Exchange Traded Funds {ETF) and Exchange Traded Products (ETP}

ATM1s one of the world's leading growth markets for small and mad-cap

companies Since its launch in 1995 almost 3 500 companies have joined AIM
raising over £85 billion to fund therr growth This year 110 companies were
admitted to AlMn the UK (2013 72} and 17 1o AIM Italia - MAC (2013 six)
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Number of companies listed - Group
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Exchange Traded Products - Group
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We continue out dnive to improve access to equity finance for small and
medium sized enterprises and have engaged with policymakers The UK
Government s decision to abolish stamp duty for companies quoted on
growth markets such as AlMand the High Growth Segment came into effect
on 28 April 2014 and companies admitted to AIM are now eligibte for stocks
and shares ISAs We believe these maves will help boost mvestment In
companes adrmtied to growth markets and reduce the cost of capital for
the UK s fast growing Job creating businesses Our AIM and AIM Italia —
MAC markets High Growth Segment and STAR the Itahan mid size company
segment are of signficant importance te econormic growth in terms of
providing funding opportunities particularly at a time when bank crecht
remains restricted

As part of our continuing focus on promoting growth and supporting the
capital raising environment for SMEs we released the publication of "1000
Companies 1o Inspire Brnitan® a celebration of some of the fastest growing
and most dynamic SMES i the UK

In Italy our SME offering 1s further enhanced by our ELITE programme
The programme 15 aimed at providing suppoert 1o high quality Italian SMEs
allowng them to boost ther appeal and visibility to potential investors
ELITE provides growth comparies with a dedicated team of advisors from
1ts 80 partners including banks lawyers auditors and other specialist
advisors including those spectalising in public relations and private equity
Launched i Apnl 2012 ELITE now has 150 members with an average
revenue of €105 million (as of 7 May 2014) Following completion of the
programme in Italy should they choose to SMEs are given a fast-tracked
access to JPO or bond 1ssuance Sofar three members have 1ssued bonds
and several are planning iPOs

Following the success of ELITE in ttaly the service was also launched in the
UK in April 2014 ELITE provides a selection of ambitious high growth private
businesses drawn acrass a wide varety of sectors with access to a unique
package of education business support and supportve investors i ordey

to enhance thewr growth prospects Partnening with Impenal College and

50 other partners across the City of tondon 19 high growth UK SMEs were
adrmttedn the first cohort of comparies to participate in the programmne

STAR 15 the market segment of Borsa ltahanass equity market (MTA) dedicated
to mid size companies The companies listed on STAR are leaders in therr
mdustry and represent Italy s economic diversity and strong competitiveness
The FTSE Itaha STAR index has cutperformed the Matn Market indices in the
last year There are currently 68 compames listed on the STAR segment
which represent 24 per cent of Borsa ltaliana s MTA listed comparies

Each year the annual STAR Conference 15 a chance for compantes histed

on the STAR segment to showcase thewr performance and gain exposure to
nternational investors and the financial commurity This year the 12th STAR
Conference was held in Milan with 57 cormpanies meeting 175 internatignal
rvestors for a total of more than i 200 one to one meetings

We continue to help 1ssuers gam access to alarge and diverse range of
institutional investors and private client brokers in arder to boost their capital
raising potential In the past year we have held a nurnber of Capital Markets
Days ncluding events focusing on Pakistan, Russia and Asia mghhighting
the opporturitties for mvesttng i companies based 1n these countries
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Secondary Markets

Equity trading

Both UK and ltalian cash equity trading actvity increased on last year Inthe
UK the average daly value traded was up eight per cent to £4 3 bilhon (2013
£4 0 bullion) inltaly the average daily number of trades was up five per cent
to 235000 (2013 223 000) The FTSE 100 rose three per cent and the FTSE
MIB showed strong recovery up 41 per cent

Turquoise 1S our majorty owned European cash equities MTF in partnership
with the user community With a single connection to Turquoise users can
trade equities from 18 countnes across Europe as well as US stocks and I0B
Depositary Receipts Turquotse offers access to two discrete order books for
complementary hiquicdity an Integrated Lit book as well as a dark pool
Turquose Midponi Dark features size prionity and two distinct functionahties
continuous maiching at mid-point and Turquoise Uncross an innovation that
provides randormsed rid-pont uncrossings dunng the trading day Average
dally value traded mcreased 67 per cent to €2 8 billion (2013 €17 billion)
Turquotse s share of European equity tracing has nsen from 3 0 per cent
when acquired to an average of 8 2 per cent for the year

In the second half of the year we branded Turquoise Uncross and widened
our stock unwerse by more than 800 ncluding small caps We enhanced
Turquaise by enabling customers to trade the second line of dual-hsted
securities 1e where a securty 1s isted on more thar one European exchange
and we enabled the trading of Eurcpean rights 1ssues We optimsed post
trade clearing of internationally traded Sparish equities We rmigrated to the
latest version of LSEG s MillennwumIT technology and we introduced several
functional improvements to our lit and dark order books We were delighted
10 welcome new trading members from continental Europe Switzerland and
the Nordic commumities

Since the branding of Turquoise Uncross in Septernber 2013, values matched
ustnig this service increased more than three times (see page 143 for more
detatl on dark pools and Turquoise Uncross) Turquoise members traded €83 3
bulion in March 2014 the largest monthly value since Turquoise launched n
2008 March 2014 saw a Turquotse record 179 million trades i 1965 stocks

The International Order Book (I0B) enables investors to unlock the potential
of some of the world s fastest growing markets through a single central
electronic order book 1t offers easy and cost efficient direct access to
securities via depositary receipts from 40 countnes including those in
Central and Eastern Europe Asia and the Middle East During the year

we saw increased share of trading in Asian stocks with Samsung Electromics
from South Korea remaining the most hqud Astan name In February

2014 we made changes to the tick size 1 the 108 to support the increased
liquidity of sorme stocks changed the opemng time to match the rest of
LSE and extended the post closing auction CPX session by 15 minutes
Globally dunng the year there has been a widespread stowdown across
many emerging markets This s reflected \n I0B value traded which
declined six per cent to US$190 billion (2013 US$202 billion)

In tondon and Italy we are working with industry imtiatives to shorten
the standard secunties settlement cycle from T+3 to T+2 in October 2014
This means that the cash and securiies components of a trade will be
exchanged within two days of the trade

The London Investor Show and Trading Online Expo in Milan were held

1n October 2013 continuing our cormmmitment to further the understanding
of Ananoal markets by retailinvestors Additionally we have a quarterly
Prvate Investor magazine launched in 2012 which has a wide distribution
to retal tnvestors

In February 2014 LSE welcomed GF Financiat Markets (UK) Ltd one of the
largest integrated secunties brokerage firms in China to its markets as the
first Chinese member firm focusing on beth equity and denvatives trading

Listed products

The Group has strengthened its position as the leading venue for ETF and
other ETP trading in Europe by value traded Total ETP value traded in the
past year increased 11 per cent to £113 billion {2013 £102 tilllon} There are
23 reqistered market makers and over 100 other member firms trading ETFs
InDecember we launched a new trading service for ETFs winch offers our
chents the chowce of trading m a wide 1ange of currencies and settlerment on
different venues

Derivatives

Global dertvatives volumes decreased in the last year largely as a result

of lower volatiitly Over the past year the number of contracts traded on
L.SE Denvatives reduced by 22 per centto 18 7 million {2013 24 0 rrllion}

This was largely due to the unceriainty in dwvidend policies in Russian markets
1DEM the Groups ltalian dertvatives market saw volurmes decline by three per
cent to 34 8 million contracts {2013 359 milhon} This was in line with other
European exchanges and was driven by reduced volumes on single name
products FTSE MIB index products continued to grow with volumes up nine
per cent on last year and FTSE MIB index futures reaching a new monthiy alt
time record n March 2014

In May 2013 [DEM launched the Pan-European Single Stock Dvidend
Futures allowing intermediaries and investors to gain exposure to or hedge
theur dividend risk on the main 1ssuers across Europe Since thetr introduction
dvidend futures on [DEM have traded aver 164 000 contracts

In October 2013 LSE Derwatives launched the FTSE UK Large Cap Super
Liquid index (FTSE UK SLQ) futures This innovative index tracks the
performance of the UK equity market through 35 mghly liquid stecks offenng
new opportunities to reduce frictional trading and maintenance costs as well
as a tool for new trading opportunities Since 1ts launch FTSE UK SLQ has
traded over 35 500 contracts with a norinal value of nearly £1 7 bilon

Thisyear Trading Technologies International Inc announced the connectivity
agreement to the Group s dervatives markets to provide their clients wath the
abihty to view and trade products across both IDEM and LSE Dernwvatives
through a single gateway

Fixed income

MTS 15 a leading requlated electromic trading platform for intermechanes
trading European wholesale Government Bonds and other types of fixed
ncorne secunittes MTS Cash and Bondvision volumes have grown
sigmhcantly up 48 percent onlast year to €3 580 hilllon (2013 €2 426
billon) with a record year for BondVision MTS Repo volumes increased by
two per cent to €70 2 trihon (2013 €69 1 trillen) In March 2014 MTS also
announced its merger agreement to acquire Bonds com Group a US based
platform for the etectromic trading of US corporate and emerging market
bonds This transaction enhances MTS position as a giobal provider of fixed
income trading platforms and enables them to meet the ongoing drive
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towards transparency and efficiency n fixed income markets Its new US
subsidiary MTS Markets International offers US buy-side participants the
ability to directly access real time pricing from one of the deepest Tiquidity
pools tn Europe and to trade electromically with all the mayor European dealers
viaits Bondvision platform 2014 wall see the launch of MTS Swaps a platform
for trading swaps products with ctearing provided by LCH Clearnet s
SwapClear In April 2014 MTS announced that its bond indices are joining
FTSE and TMX 1n thew cormbined fixed income venture FTSE TMX Global Debt
Capital Markets

Our electromic LSE Order Book for Retail Bonds (ORB} which celebrated its
fourth anniversary in February has 178 bonds (2013 176) includmng 69 qilts
Since the launch of the rnarket £3 9 billon has been ratsed through 41 new
1ssues and six secondary 1ssues Qur en-book hquichty grew sigmificantly

tn the past 12 months from £112 rmillion to €347 million We now have 35
specialist retail brokers as ORB members (2013 30) with 11 decdicated ORB
market makers providing confinuous two-way tradable prices

MOT 15 the most iquid and heawily traded retau fixed income platformin
Europe it ts the only Italian regulated market dedicated to the trading of
[talian and non-Italtan Government secunities domestic and international
bank and corporate bonds supranational securntties and asset-backed
securities Thisyear the ltalan Treasury issued further BTP Itaha Bonds
with subscnption through MOT The fourth 1ssue raised €18 billion in April
2013 with the hfth 1ssue raising €22 3 tillion in Novernber 2013 an all time
record in Europe for a direct placerment We also ntroduced a CCP service
managed by CC&G for bonds denominated in euros that settle through
1CSDs This year saw an increase n the number of honds isted in ExtraMOT
PRO (the professional segment of MOT) MOT has a total of 1 206 bonds listed
which saw a nine per cent decline in the number of trades to 5 64 rmilllon
(2013 6 22 millon)

In Septernber 2013 the Group acquired a majornty stake v CuroTLX an Italian
multilateral trading facility (MTF) operating n the European retail fixed income
market Over the next 12 months EwraTLX will be fully rgrating to MilenniumiT
technology and will complement the fixed income part of the Group

Turquoise — European equity trading

value traded € hlhon and share of European equity trading
Turquotse share
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Post Trade Services

CC&G and Monte Titoli
Income
£146.0™ .2
Settlernent & Custody

2013 £208 5m

T
Key Summary

— Revenues grew by seven per cent to £98 4 million

— Total income (including net treasury income) fell by 30 per cent
to £146 0 milkon reflecting a change of investment policy

— CC&G clearing revenues grew by 11 per cent to £40 0 milhon as a
result of increased trading volumes in equities and fixed income

— Monte Titol processed 58 3 rmilion settlement instructions up
5 4 per cent on the previous year reflecting fugher trading levels
n Itahan equity and fixed mcome markets

— Monte Titolt 1s the largest CSD entering the first wave of
TARGET2-Securtties from June 2015 Inaddition from October
2014 settlement of contracts executed on the Italian market
will move to T+2

— The new international CSD 1n Luxembourg (globeSettle) utilising
Monte Titoll's expertise 15 on track to commence operatton n
summer 2014 having received regulatoty approval from the CSSF
-] P Morgan has already signed up as the first user of settlement
custody and asset servicing services

A glossary of terms can be found on pages 144 and 145
Profitability of each segment can be found in the Financial Review on page 18

Introduction

Past Trade Services in Italy are crucial to the securites trading industny
Our post trade busmesses in [taly Monte Titol and CC&G provide the
markets with settlement depository custody nisk and collateral
management clearing and central counterparty (CCP} services in order
to mitigate risk and ensure the efficient runming of capital markets

The post trade regulatory landscape 1s undergoing sigrificant changes
emphasising the importance of the role of clearng houses and Central
Secuntles Depositanes (CSDs) in post-cnisis financial markets It also creates
opportumies for growth in this area as more relance1s placed on post trade
nfrastructure providers Our continued strong service in volatile market
conditions emphasises the high quatity of cur nisk management and post
trade processes

CCa&G

CCaG provides nisk rnanagement open access clearing and CCP services for
14 markets including services to non Group markets and has 150 clearing
mermbers CC&G elminates counterparty nsk acting as buyer toward the
seller and vice versa becormng the guarantor of the final settiement of the
contracts CC&G provides services across a diverse range of asset classes
ncluding cash equities dervatives closed-end funds fixed income energy
products and most recently agncultural commodity denvatives CC&G has
an interoperability agreement with LCH Clearnet SA for European Bond and
Repo markets

As aresult of increased trading volumes in equities and fixed wncome
cleanng revenues increased by 11 per cent to £40 0 milhon (2013 £36 1 rmillion)

CC&G generates net treasury income by investing the cash margin it holds
Average daily imtial margin rose by 18 per cent to €11 9 billion for the period
(2013 €10 1 bilhon) As we entered the year CC&G had started to change iis
investment policy m terms of where the cash margin it holds 1s invested
This change was made to meet new regulatory techmcal standards for the
European Market Infrastructure Regulation (EMIR) By Seplember 2013
CC&G met these standards with 95 per cent of cash nvested on a fully
collateralised basis In last year s report we stated that we expected a
reductton in net treasury income and income for the year amounted to
£476 millor dowtt 59 per cent on the previous year (2013 £116 7 million)
CC&G has been increasing the range of international services and markets
1t serves In October 2013 we extended our CCP service to clear bonds
denominated in euros settled via international CSDs offening a pan-European
settlernent systern The service offers chents a more efficient post trade
management process allowing CCEG operators and customers to benefit
from sigruficant savings on settlernent comimissions

Gwen the importance of the role of CCPs 1n post-crisis financial markets
CCPs have come under scruttny with increased regulatory requirements
CCaG receved recertihcation authonsation under EMIR in May 2014
This process will lead to increased mimmum capital requirements which
CC&aG will meet through existing capital resources
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Monte Titoli

Monte Tiol our Central Securities Depositery (CSD) 1s a leading provider

of efhcient and secure pre-settlernent settlement custody asset servicing
and collateral management services 1t 1s aleader in the post trade industry
with an AA rating from Thomas Murray the speciahist custody rating

nsk management and research firm and has €3 32 trillion in assets
under custedy

Mante Titolt processed 58 3 millon settlement instructions up five per cent
on the previous year reflecting ugher trading levels in the Italan equity and
fixed income markets (2013 55 3 mallon) Monte Titol continued to provide a
low cost and efficient settlement system with a settlement rate of 99 2 per
cent of trades (2013 99 4} Monte Titoh s settlement rate exceeds the
European settlement standards

Monte Titoh has signed the TARGET2-Secunities (T25) Framework Agreement
and will participate n the fust wave of T25 scheduled to go lve in June 2015
T25 will be the new centralised settiement platform for secunties developed
and operated by the Eurosystem (the European Centrat Bank and the national
central banks of the Eurozone) created to provide seitlement services for any
type of transaction in Central Bank money In March 2014 13 institutions
signed a declaration to become Directly Connected Participants (DCP} of
Monte Titoll in Wave 1 signalling strong interest for the Monte Titol offening
since the launch of the T2S platform

Monte Titoli 1s the largest CSD entening in the first wave of 725 and will be able
to offer major European players access to settle cross-border contracts asif
they were domeshe eliminating preblems such as detays and errors i the
interaction of different settlement systems In the past year Monte Titolt has
beenworking to harmmomnise its processes in view of 725 As part of this i
October 2014 settlement of contracts executed on the tahian market will
move fiom T+3 to T+2 meaning that the intended settlernent date shall be no
later than the second business day after a trade takes place

Monte Titol has an extensive customer base comprising 232 banks brokers
CCPs trading venues and 2 174 1ssuers and provides asset servicing in relation
to awide range of financialinstruments Assets held under custedy at Monte
Titolt increased by 2 8 per cent to €3 32 tnilion (2013 €3 23 trillion)

In July 2013 the Group confirmed plans to launch globeSettle a new central
securities depository (C5D) business based in Luxermbourg The new CSD1son
track to commence operation in Summer 2014 having received approval from
the CSSF It has already confirmed that it will provide settlement custody and
asset servicing for 1P Morgan s international collateral management business
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Post Trade Services
LCH.Clearmet

Adjusted income*

£325 zm ® Clearing OTC
] ® Clearing non-07C & other

Interest

Key Summary

— The Group acquired a majonty stake m LCH Clearnet in May 2013

-— LCH Cleamet s income for the 11 month period was €325 2
million with OTC clearing revenues of £109 6 milllon non-0TC
revenues of £153 4 million and net treasury income of
£62 2 mihon

— SwapClear the world's leading interest rate swap cleanng service,
cleared $526 trillion notional

-— SwapClear obtained a hcense to provide OTC rate clearing services
to Australian member banks and will be further expanding its
service glgbally to cater for different timezones

— RepoClear one of Europe s largest fixed income clearers cleared
€72 3 tnlhon m rominal value

-— EquityClear clearing volumes increased to 384 7 million trades
due to increases in trading activity as well as an mncrease m
venues and customers 1t also became the first CCP to offer OTC
Equity Contracts for Dafference (CFDs)

— In May 2013 LCH Clearnet began clearing for NASDAQ OMX NLX,
the new London-based single market for trading the full European
nterest rate curve

— Enhanced 1ts compression offering via SwapClear to include
multilateral compression which enables customers to reduce
outstanding posttions and lower their counterparty exposure
and captal costs

* Adjusted income excludes unreahsed gainfloss
Aglossary of lerms can be found on pages 144 and 145
Profitability of each segment can be found in the Hnancial Heview on page 38

Introduction

On 1May 2013 the Group completed the acquisition of a majonty stake
n LCH Clearnet LCH Clearnet s a leading multinational cleanng hause
with clearing operations in the UK (LCH Clearnet Limited) the Eurozone
(LCH Clearnet SA) the US (L.CH Clearnet LLC) and an expanding presence in the
Asia-Pacific region LCH Clearnet provides services to mitigate counterparty
nsk acioss multiple asset classes for sell side cleaning members and buy-side
clients operating on major exchanges and platforms as well as a range of

OTC markets

As central counterparties (CCPs) LCH Clearnet operating compantes sit

the mddle of a trade as the buyer to every seller and the seller to every buyer
If ether party defaults on the trade the retevant CCP owns the defaulter s nisk
and becomes accountable for its liabihties During the Iife of a trade or that of
a portfolio of trades the LCH Clearnet operating compames process all cash
flows and mark the trade or book ta market calling vanation and imitial
rmargin in relation to prevailing risk of the overalt portfolio

The Group s revenue base continues 1o dversify across 1ts products and services
Fundamental to LCH Clearnet s nisk process is its callection of quality collateral
from clearing members and clients as insurance to recover or replace
defaulted nsk

Suneel Bakhsht was appointed as the Group Chief Executive Officer for
LCH Clearnet joming in February 2014 Upon taking up his position
Mr Bakhsht also became a member of LSEG s Executive Committee

LCH Clearnet was named Risk Magazine s 2014 Clearing House of the Year
after fulhlling criena which included nsk management customer satisfaction
responsiveness te new regulations engagement with regulaters liquidity
proviston and creatwvaty

OTC derivatives

SwapClear, the world s leading interest rate swap cleaning service led the
move to mandatory central clearing delivering high tevels of efficiency
and hquidity to an increasing roster of members and clients At year end
SwapClear cleared $526 trillion total notional and compressed a further
$168 trilion of interest rate dervatves Dunng the year SwapClear cleared
$67 5 tnfhon of chlent notional bringing the total to date o $95 tnilion chent
notional nearly four times the level of its nearest competitor

Dunng the year membership increased by 25 members to 103 with 142
rnarket makers now using the service Total cleaning revenue for the 11 month
period was £91 5 million

SwapClear introduced real time trade registration currency and tenor
extensions o its Overmight Index Swap (OIS} offenng and a timely imhial
rmargin recalibration to ensure optimal risk management performance
n arange of interest rate environments

Inthe US SwapClear expanded 1ts global footprint with the launch of
LCHClearnet LeC a US-derniciled Derivatives Clearing Orgamisation (DCQY
and the new SwapClear US-domiciled service

Inthe commgmonths SwapClear plans to expand and adapt 1ts service
globalty Lo cater for more time zones develop 1ts proprietary compression
effering and introduce inftation-hnked swaps and other product extensions
Onrecertihcation of LCH Clearnet SwapClear will be roling oul more custormer
protection offenngs under EMIR
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CDSClear offers industry ieading default management provisions and clears
the broadest set of European credit indices tn Juty 2013 CO5Clear extended
1ts reach tooffer cleanng to Eurcpean clients and US clearing members

In December 2013 the CFTC granted LCH Clearnet SA registration as a
Derwatives Clearing Organisation (DCO) enabling the service to provide US
client clearing for broad based indces In the same month CDSClear's
product set was expanded with the introduction of 187 single-narme CDS
CDSClear cleared €153 § billion netional value in the last year with open
interest standing at over €28 3 billlon CDSClear has 11 members and gver the
next year will expand the product offering to include the new 1SDA
defimtions CDX/US Single names and Financials

ForexClear 15 LCH Clearnet s market-leading service clearing interbank foreign
exchange (FX) non-deliverable forwards (NDF) in multiple currencies Durnng
the year ForexClear cleared US$832 billon The service offers the only 24-hour
OTC FX cleaning service for 20 members In 2013 the service became fully

US comphant through the implementation of real ime trade registration and
launched client cleaning In the upcorming year ForexClear wilk be worlang with
industry participants to define settlement solutions to expand the clearing
of FX products in line with regulatory requirements and will ook

to expand its global offering

In April 2014 the SwapClear ForexClear and CDSClear services arrangements
were amended (with effect from 1 January 2014) to ensure they met EMIR
and other regulatory requuemnents for clearing houses as weli as recogmsing
the changing economics and increased requiatory capital for running OTC
dervatives clearing services The surplus share arrangements in the SwapClear
and ForexClear services have been replaced with revenue share arrangements

Non-0TC Clearing

Fixed Income

LCH Clearnet 15 the leading clearer of European repo and cash bond markets
cleanng €72 3 tnliion in normnal vatue in the last year (2013 €71 5 tnflon)
compnising 15 European gavernment repo and cash bond markets

LCH Clearnet SA has an interoperability agreement with CC&G for Italian
Government Bend and Repo markets Total revenue for the 11 menth perod
was £31 8 rmilion

InMarch LCH Clearnet SA launched €GCPlus a central cleanng services for
the tri-party repo market n collaboration with Euroclear and Banque de
France The new service enables fixed ncome trading desks treasurers and
other market participants to efficiently manage Eurosystem eligible collateral
and to generate hquidity 1n a cleared environment

RepoClear 15 LCH Clearnet Linited s market leading service clearmg cash
bond and repo trades across a number of European markets RepoClear 15
one of Europe s largest clearers of fixed incorme and plays animportant role
in the facihtation of interbank liquidity

RepolQ a new Value at Risk (VaR) margin methodology with amarqin
simulator was introduced to all RepoClear members during Apnl 2014
Additionally RepoCalc the new margin monitonng and simulaticn tool has
been launched providing greater margin requirernent visibility and
simulation capabilittes

20132013 2013 20132014 2014 2014 2014
QF Q2 Q3 Q4 QL Q2 Q3 Q4 QL Q2 Q3 04 Q1

20132012 2013 20132014 2014 2014 2014
Q2 Q3 Q4 Q1 Q2 03 Q4 Q1 Q2 Q3 Q&

Commodities and Listed Derlvatives

LCH Clearnet provides clearing services for interest rate and equity denvatives
as well as arange of commodihies markets including power and asscclated
energy markets base and precious metals and agrcultural products 1t also
provides cleaning for OTC forward freight agreements for the most actively
traded routes Total revenue for the 11 month penod was €82 1 million

Clearing for the London Metal Exchange a major part of the commodities
cleaning performed by LCH Clearnet 1sexpected to cease from September
2014 asthis business 15 rmigrated to LME's own clearing house

In 2013 LCH Clearnet Limited tauriched clearing for NLX @ new Nasdaq OMX
MTF offering a range of both short-term interest rate (STIRs) and long-term
interest rate (LTiRs) eurc and sterling-based histed denvatives As expected
the clearing of derwvatives on the LIFFE market by LCH Clearnet ceased in
June 2013 while a Euronext contmental derivatives agreement was signed
to extend clearing of listed dervatives until December 2018

Cash Equities

LCH Clearnet provides equity clearing services for a wide coverage of
European regulated exchanges and MTFs including LSE, Turquotse Eusonext
SIX Swiss Exchange Oslo Bars BATS Chi-X Eurape AQUIS and othex veriues
LCH Clearnet 1s uniquely posttioned to provide nisk managernent and clearing
services from Asian market hours through European Trading to the close of
the US markets It has been at the forefront of mdustry mtiatives tointroduce
competitton and provide cost efficiencies for users of the European cash
equities markets through the implementation of interoperable arrangements
with other CCPs Total revenue for the 11 month period was £32 4 nmillion

In the last year clearing volumes mcreased to 384 7 rmillon trades (2013
3279 million) This 1s due to increases in trading activity as well as an
Increase in venues and custorners InOctober 2013 LCH Clearnet became
the fust CCP o offer cleanng of OTC Equity Contracts for Difference (CFDs)
helping investors ta access the best market price for a trade while benefiling
from reduced counterparty nsk collateral effictenctes and cross-margining
opportunities between cash equities and CFDs

LCH Clearnet alsc provides interoperability with three other clearers (S1X
EuroCCP NV and Oslo Cleanng) Cleanng mermbers benefit from margmn
off-sets and collateral efficiencies from centralised clearing Also members
will benefit from reduced cleanng costs with increased volumes through the
globalincremental tanff

Net Treasury Income

Net treasury income is the tesult of revenue earned on assets posted to the
cleaning house less interest paid to the members on thewr imtial margin and
default fund contributions The pnmary role of the investment function is
the protection of client assets Prudent investment and rcbust hquadity nsk
management remain at the core of LCH Clearnet s investment strateqy
withnisk parameters set by independent risk committees and regulatory
requirements Total income from Net Treasury Income for the 11 month
perwd was £62 2 million
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Information Services

Revenues

£34807m : EL?Z charges

© QOther information

2013 £306 3m

Key Summary

— Revenues increased by 14 per cent to £348 7 milhen
representing growth in North Amernica and Asia and the
completion of Vanguard's $209 billion benchmark switch
to FTSE one of the largest ever switches of benchmarks

— FTSE entered into an agreement with TiMX to create FTSE
TMX Global Debt Capital Markets in Apnil 2013

— FTSE also increased its China offering with continued
development of the FTSE China Index seres the feading
benchmark for Chinese ETFs and the Yaunch of the FTSE
BOCHK Offshore RMB Bond

— Real ime data revenue declined six per cent to £90 8 million
Other Information Services products performed well with
revenues up by 11 per cent to £83 9 million

— Unawvista increased 1ts user base to over 30 000 (2013 9000}
1t became the largest approved reporting mechanism in Europe
by trade volumes and client numbers

A glossary of terms can be found on pages 144 and 145
Profitability of each segment can be found in the Financial Review on page 18

Introduction

Owr Information Services division meets the needs of financial market
participants for fast reliable and accurate market information We offer
awde range of other services including real time trading data global indices
and post trade confirrnation and reporting services

This year we have continued mtegrating FTSE our global index business
Into the Group We have seen continued growth n North America and
ermerging markets with an increase in ETF assets inked to FTSE benchmarks

FTSE

FTSE 15 a leading worldwide provider of information solutions 1t is a high
growth high quality global index business with over 250 000 indices
calculated across 80 countries and 1s the number three provider of indices
worldwide by revenue FTSE earns around 60 per cent of revenue from annual
subscription fees and 40 per cent from licensing for index-based products
Clients include both acteve and passive fund managers consultants asset
owners sell-side firms and data vendors FTSE s products are used extensively
by market participants worldwide for mvestment analysis performance
measurement asset allocation and hedging Leading pension funds asset
managers ETF providers and investment banks work with FTSE to benchmark
thelr nvestment performance and use FTSE s indices to create world-class
ETFs index tracking funds structured products and index denvatives FTSE
also provides many exchanges around the world with their domestic indices
Total revenue for the last year increased 30 per cent to £174 0 million (2013
£134 1 mullion)

FTSE s presence in the US continues to grow with a sigreficant postion of its
revenue corming from operations n North Amenca There has been centinued
development of the FTSE China Index Senies with taunches of ETFs based

on the FTSE China ASO Index on varous exchanges including London

Stock Exchange

In Aprit 2013 FTSE and TMX comibined thetr fixed income bustnesses in

a new venture FTSE TMX Global Debt Capital Markets FTSE TMX fixed
income indices are used as benchmarks for more than $1 trillion n assets
Additionally MTS bond indices have become part of the FTSE TMX venture
and these indices wtll be rebranded in the coming months This year FTSE
launched the FTSE BOCHK Offshore RMB Bond Index series m partnership
with the Bank of China (Hong Kong)

FTSE products cover arange of asset classes and vary from traditional market
capitalisation weighted indices 1o an expanding range of thernatic and
altemnatwely weighted ndices

In 2013 FTSE won the titles of Index Provider of the Year at the European
Pensions Awards and Most Recognised ETF Brand (Asia) at the Global ETF
Awards for China ASQ

FTSE expects to 1ssue a statement with respect t01ts compliance with 105C0s
Principles for Financial Benchmarks by July 2014

Real Time Data

Our Real Time Data service provides the primary teference data for UK and
lzalan equities delivered by our advanced market data platform This real
time tick by tick datais used bytraders brokers and fund managers around
the globe Total revenue for the last year declined six per cent to £90 8 millign
(2013 £96 9 million)

The number of professional users accessing real e data across our direct
network or through our network service providers and market data vendor
partners decreased by six per cent to 79 000 professional terminals for
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London Stock Exchange (2013 84 000) and by eight per cent to 126 060
professional terminals for Borsa Italiana {2013 137,000) These declines were
largely the result of headcount reductions and general cost cutting in the
sector Declimng terminal revenue 15 to some extent offset by increasing use
of real ime data by many non-display applications including algonthrme/
black-box trading Private investor appetite for real e data continues to
grow with increasing interest in LSEC data on digital platforms such as Google

Thus year our focus has been on increasing customer accessibility and
promoting harmonisation between data services We have been progressing
with our Group Ticker Plan project which will offer access 1o all of our markets
via a single feed LSE sits on the Market Model Typology (MMT) steering
commitiee which 1n collaboration wath other exchanges and data distributors
and trading participants 1s promoting the design of a new data standard to
enable clearer compansons to be made between post trade equity data from
trading venues across Europe

Other Information Services

Unavista 1s the Group s secure platform for all matching vahdation and
reconcihation needs It offers services for requlatory reporting trade
confirmations reconctitations and reference data In the last 12 months
UnaVista has increased its user base to over 30 000 (2013 9 000)

Our multi-asset class MIFID Transaction Reporting service processes
over 15 billien trades annually making it the largest Approved Reporting
Mechanism 1n Europe by trade voiumes and chient numbers

This year we launched our EMIR Trade Repository solution approved by
ESMA as a repository across all asset classes and geographies We also
launched the Unavista Rules Engine to help chients meet their wider
requlatory reporting needs In February the Hellenic Exchanges Group
selected Unavista Rules Engine and Trade Repository solutions to assist

1t with EMIR trade reporting Over the next year UnaVista plans to launch
other solutions to assist clients ranage their evolving regulatory reporting
needs including the Alternative Investment Fund Managers Directive (AIFMD)
and the Regulation on Energy Market Integrity and Transparency (REMIT}

SEDOL is our global multi-asset class numbering system providing reference
data and umque dentification codes for global equity denvatives and fixed
ncome secunties The SEDOL Masterfile Service database provides clients
with access to reference data on over five milion live and almost 50 rmillion
historical instruments In an extension to its duties as a national numbenng
agency London Stock Exchange was sponscred by the Financial Conduct
Authonty {FCA) to be a Local Operating Unit (LOU) for the global allocation of

the new Legal Entiy Identifier (LET} which ursquely dentifies every

legal entity or structure 1nany junsdicion which s party to a financial
transaction The LEI 1s mandatory for a number of global regulations and
Unavista technology 1s being used to allecate and maintar the codes
Since launch o mid 2013 we have become the third largest LOU and have
allocated over 20 000 LEIs globally across six continents

Proquote 1s our cost effective global market data provider and offers a

wide range of trading services through its trading platform and electronic
execution gateway Proguote has a partnership programme with cornpames
ncluding Factset SunGard Liquid Meinx and Dgital Look offering solutions
for mohile services nisk surveillance, and best execution This year Proquote
also partnered with Web Financial Group to form Obsidian IR Ltd which walk
delwer content and technology specifically tallored to meet companes
increasing dermand for sophisticated investor relations solutions In October
Proquote launiched a global order routing network for retail brokers allowing
them to route care orders and direct market access instructions through a
community of 170 sell-side brokers by connecting into the LSE hub

RNS 15 a leading high quahity service for UK regulatory news announcements
and global press refeases RNS helps companies anc therr intermedianes

1o fulfil thear UK and other global requlatory disclasure obligatyons in the

rost effective and time-efficient way Over 70 per cent of all regulatory and
potentially price-sensitive UK company announcements are published using
RNS Our 2013 customer survey found that over 99 per cent of RNS customers
were either satisfied or very satished wath the service Of the 120 [POs 1t 2013
118 reqistered to become RNS customers Over 265 000 announcements were
processed by RNS during FY 2014 (2013 256 605) covenng the majornity of
UK company announcements RNS operates as a Pnimary Information
Provider and 1s regultated by the FCA

Total revenue for the last year increased 11 per cent to £83 9 rmillion {2013
£75 3 million)
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Technology Services

Revenues

£6 4 o m ¢ MillenmumIT and Global
» Business Development

o Exchange Technology

2013 £56 Im

Hey Summary

— Revenues increased 14 per cent to £64 0 rmllion

— Qur cash equity markets use the Millenmum Exchange trading
platform Turquoise which has an average latency of 102
micreseconds (2013 99 microseconds) rematning cne of the
fastest operating trading platforms in the world LSE has average
latency of 111 microseconds (2013 106 microseconds) shghtly
hgher than Turquoise due to the more diverse range of products
customers and the advanced functionality that it offers

— MitlenmumIT increased revenue by 17 per cent to £31 5 muilion
{2013 £26 9 million)

—— Canada s TMX went live wath MillenntumIT Smart Order Router
to aid comphance with Canadian regulation It was also recently
rolled out as the Onen Central Gateway platform for Hong Kong
Exchanges and Clearing Limited

— MillenmumlT also successfully launched the Comphance
Monitoring System (CMS) for the London Metal Exchange and
extended Miflenmum Exchange to Burgundy the Nordic MTF

: — In July 2013 the Group was selected as the business development
| and technology partner by the Argentiman Central Secunttes
‘ Depository {CSD) Caja de Valores S A

A glossary of terms can be found on pages 144 and 145
Profitability of each seqment can be found 1n the Financial Review on page 38

Introduction

The Group s Technology Services provides high speed trading platforms
post trade platforms real time market data and mfrastructure products

and services to our own markets and te a wide range of customers including
banks specialist trading firrms and other exchanges

Exchange Technology

Al of our cash equity and retall bond markets have now been rmigrated and
upgraded to the latest version of the Millennium Exchange trading platform
This rmgration has helped reduce our cost base and increased opportunities
for customers to benefit from enhanced functionality and further expansion
of our co location serices As a consequence of technology upgrades we are
able to moedermse and develop at lower costs and have seena 100 per cent
uptime for all markets The next stage will be to further improve eficiency
for other Group platforms

Our UK cash equity and Turqumse platformns continue to exhibit exceflent
techmcal perfermance attributable to cur Milenmum Exchange technology
Qur Turquoise markets have an average latency of 102 rmicroseconds
rernatining one of the fastest operating trading platforms n the world

On the UK cash equities platform average latency1s 111 microseconds
shghtty gher than Turquorse due to the more diverse range of customers
and the advanced functionality that it offers

In Post Trade Services our IT systems and processes are on track for the
migratton to TARGET2-Securities (T25) with testing due to commence later
this year 12515 a project of the European Central Bank which aims to
facthitate cheaper cross-border settlement across Europe Phase 1 of 725

of which the Group 1s a participant 1s due to start in June 2015

Our Group Ticker Piant (GTP) project launched this year This tigh speed
technology platform provides a single normalised real time market data
protocol for broadcast of market data from across the Group regardless

of asset class trading platform or geography The taunch represents a
sigmficant step in our technology strategy 1t wall allow customers 1o connect
to our markets or data products including indices wvia a single interface

The FTSE Low Latency Index Series will introduce the lowest latency
calculation of the leading FTSE UK Sertes indices Driven by client requests
following consultation the FTSE 100 Low Latency and FTSE 250 Low Latency
indices will initially be calculated by the GTP directly at the creation of the
underiying data n the Group s datacentres
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Our Sponsored Access service allows non members a direct technmcal
connecticn to the LSEG s equity order books under the trading codes of
a Sponsoring Firm

GATElab our Italian and UK based technology company supphes advanced
trading rarket access and post trade technology globally

GATElab s multi-asset cross-markets suite of components MiFID comphant
fulfils the needs of buy-side sell-side and hedge-fund partners from

afast single-click trading front-end to a flexible and easily-programmable
automated trading and quoting engine from a dealer-to-broker fix
intercormection and a fast Execution Management System {(EMS) and Order
Management System (OMS) to a real me forwarding of captured trades/
orders to position and back-office systems

EuroTLX a European Retall Bond trading platform which joined the Group
n September 2013 will be migrated te Millenmum Exchange in italy later
this year

In 2014 Exchange Technology revenue increased by 11 per cent to
£32 S milon (2013 £29 2 milhon})

MillenniumIT

Millenmurm]T offers pre- to post trade multi-asset ultra-low latency

aglle capital market solutions MillenmumiIT technology powers trading
venues banks broker dealers and post trade institutions and its systems
are live 1n over 30 organisations around the wosld The MillerniurnIT model
15 to invest in technological innovation {o give clients a competitive
advantage MillenmumiT has been part of the Group since 2009 and tus
year opened a new state-of-the-art 40 000 sq ft software development
butitding on its existing St Lanka campus to better support the bullding
of best 1n class technology

MiltenniurniT s suite of capital market products includes Millennum
Exchange our ftagship low latency mutti-asset trading engine Millenmium
SOR annteligent smart order router and gateway solution Millennuum
Survelllance providing powerful multi-market multi-asset class rmarket
momtoning Millenmum MarketData providing ultra-fast and efficient data
for financial markets and Millenmum PostTrade offering multi-asset cleaning
settlement risk and depository sotutions in real tme MillenmumiIT also
provides enterpnse systems ntegration and low latency nfrastructure
services to custorners in St Lanka and beyond

In 2014 MillenmumET revenue increased by 17 per cent to £31 5 mullon
(2013 £26 9 million)

Highlights this year include

—— Millennurn PostTrade was selected by Singapore Stock Exchange (SGX) to
support its cleanng settlement and depository services The new system
wilt allow SGX toctear settle and safe keep assets n a quicker and easler
way in multiple currencies and across assel classes allowing SGX to
Improve customer access and roll out new products much faster

~— Milenmum SOR went live m Canadas TMX to aid compliance with
Canadian requlation It 1s also supporting the Onon Central Gateway
platform for Hong Kong Exchanges and Cleaning Limited

— Millenmum Survetllance went live n the London Metal Exchange
powenng the Compliance Momtonng System {CMS)

— Millenmum Exchange was rolled out tn Burgundy the Nordic MTF
owned by Oslo Bers

Global Business Development

The Global Business Development team develops and mmplements business
opportunities with other exchanges and business partners leveraging the
assets of the Group to generate new revenues and establish long term
strateqic partnerships

InJuly 2013 the Group was selected as the business development and
technology partner by the Argentinian Central Secunties Depository (CSD}
Caja de Valores S A (CVSA) CVSA acts as the technology provider to the newly
formed Bolsa & Mercados Argentinos exchange (B&EMA) MiltenriumiT wali
supply capital markets technology across asset classes includmg its ultra low
latency highly scalable trading platform Millenmium £xchange London
Stock Exchange Group will also provide a range of ancilary services alongside
the trading technology agreement te help further develop the Argentinian
capital markets

We continue to assist the Mangolian Stock Exchange s (MSE) project to
modernise the country s capital markets infrastructure We are currently
working with the Ghanatan Central Secunties Depository (CSD (Gh)} and
Ghana Stock Exchange to help develop their five year strategic plans and help
contnbute to the economic growth in Ghana and its subregion

Interest from markets worldwade 1s strong including from frontier and
emerging markets locking to develop and promote their capital markets
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Our wider responsibility

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

As such, integrity and trust in our markets, and across the
Group, are at the core of what we do

Below we summarise our approach to corporate responsibility and outline
some of our key achievernents dunng the year We have also produced a
detalled corporate responsibility (CR) report which can be downlpaded at
www Iseg com/corporate-responsibility/corporate-responsibility htm

Managing the business in an effective and sustainable manner
Integrity and trust are at the core of what we do For more than 200 years

we have operated under the banner of My word s my bond' This overnding
principle 1s still relevant teday as a provider of open trusted rehable
independent and user-neutral services Exchanges underpin global economic
growth and fulfil an smportant social purpose by supporting funding and
development of SMEs encouraging market transparency benchmarking
mvestrments and by advocating sustainable best practice in corporate
behaviour Environmental, social and governance (ESG) factors are core

to efficient transparent resillent and well governed capital markets

Environment

Over the last three years we have achieved considerable improvernents

n our approach to environmental sustainability The Group s primary GHG
emitssions anse from energy waste and water in our offices and data centres
around theworld from staff travel and ndrectty from our supply chain
(please see the Environment section of our CR report for details on emissions
and targets)

We are taking an active appreach to emisstons management with our global
Environmental Management Group measurmg GHG impacts acioss our

51 location property portfolio including managed of fices where possible
We report performance quarterly via our Intranet and annually disclose
to the Carbon Disclosure Project, DISI, FTSE4Good and on our website

L |
Global FY14 GHG Emissions (1 April 2013 to 31 March 2014)
(tCO.0)

Total Scope 1 & 2 Emissions (as per below) 22,843
per m?! 026
per FTE 720
per £m Revenue 2099

Combustion of fuet and aperation of facilties? 1392

Purchase of electneity heat steamn and cooling

by the Group for its own use’ 21451

1 Total butlding floor space including data centres

2 Scope 1including Natural Gas Diesel LPG and Fleet vehicles

3 Scope 2 (the Group does not purchase heat steam or cocling}

Note FY2014 GHG emisstons will form the new baseline for GHG ermisstans due to sigmficant
changes inihe LSEG mcorporating FTSE and LCH Clearnet

Our emussions are calculated using GHG Protocol and UK Government
Environmental Reporting Guidelines including mandatoery greenhouse
gas emissions reporting guidance We use DEFRA UK Government

GHG Conversion Factors US Environmental Protection Agency eGnid
and International Energy Agency factors

The emissions stated above are all of the ermissiens sources requured under
the Companies Act 2006 (Strategic Report and Directors Reports) Regutattons
2013 These sources fall within our consohdated financial statement We do
not have responsibihty for any ermissions sources that are not included n our
consohdated statement

Social

People

Our people are at the heart of what we do and dnive the success of our
business Attracting developing and retaining the shalls we need to deliver on
our strategy of being the most trusted market expert 1s a key vmperative for
the Group We are dedicated to untfying our growing company and supporting
our employees talent inan environment built on partnership mtegnty
nnovatton and excellence

Ths year we invested sigmificantly in mplementing our Group Behavioural
Framework wiich underpins our values Code of Conduct and Group CR policy
by dnving behaviours that are key to cur long term success Further information
on our approach to developing and retaining our people 1s detailed n the
CRreport

Diversaty/Equal Opportunities

We value dwversity as a dnver for development and innovation Our operations
span four continents with offices in Canada France Hong Kong India
Italy Japan SrLanka the UK and the US We have employees of 51 different
nationalities reflecting both the growing nternational scale of our business
and the diversity of our custorner base Six nationalities are represented on
our Executive Committee
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Gender Diversity
Female Male
LSEG plc Board' 2 12
LSEG Subsidiary Boards*? 10 126
Executive Commitee and Leadership Teams?? 19 94
All staff 898 1,869
Total 917 1963

1 Mix of staff and Nan Executive Directors

2 Executive Cormmittee and leaderstp teams in LSEG and LCH Clearnet

3 The LSEG Subsidiary Board members and the Executive Commitiee and Leadership
Teams together comprise the Senar Managers for the purpases of 414C{10)(b)
Cornpanies Act 2006

Hurmnan Rights

London Stock Exchange Group prides 1tself on 1its igh standards of social
responsibility To that effect the Group respects and seeks to adhere tothe
principles covered by the Umversal Dectaration of Human Rights together
with the International Labour Orgamsation Conventions and the Voluntary
Principles on Secunty and Human Rights within its working environment

n each iocation whete 1t operates The Group strongly supports these
conventions which aum to abolish forced labour and child labour and promote
freedom of association and equality Human nights considerations are
ncluded in our Group wide Code of Conduct

Community

Our glcbal presence continues {o expand both in terms of the compames

that join our markets and the countnes in which we operate As part of this
progression we are dedicated to engaging with the growing number of
commumties that we becorne a part of Whether through our chantable
programimes reducing our environmental footprint or encouraging an open
dialogue with our stakeholders we are committed to serving our communties

The Group established the London Stock Exchange Group Foundation in
2010 which prowides a single channel for the Group's chantable giving and
for promoting and faciltating staff engagement with the commurty

The Community section of the Group CR report outhines some of the work
that the Foundation supports

This year the Group donated £1 661 000 tochanity (2013 £1 193 000}

an increase of 39 per cent on last year {excluding chantable donations
made through LCH Clearnet the mcrease in donations was 17 per cent)
This year s total donations are equivalent to £577 per employee n line
with £593 last year Our donation per employee 1s 16 per cent igher than
the level calculated in research by the London Benchmarking Group
which showed that the average amount donated per employee by leading
UK corporate donors in 2013 was £499

Governance

We are cornmitted to the lighest standards of corporate governance

Given our central iole 1n a constantly evolving global economic landscape
11s important Lo us thal we foster confidence in our rmarkets and in the
services we provide Our Group wide Code of Conduct sets out the ethical
and behavigural framework governing the Group s activities and the
behaviours we expect frorm our directors and staff Complying with the
framewaork ensures that we maintain our reputatton and that our employees
apply the highest standards when deahng wath our stakeholders The Group
also complies with the UK Corporate Governance Code (see page 57 for
further details)

Given the size and scope of our businesses we face a wide and expanding
universe of nisks In particular our presence m post trade senvices Increases our
dect and indrect exposure to the volatiity of inancial markets We also face
technology nisks such as cyber threats systerns resihence and technological
Innovation and political regulatory and macro-economic nsks which include
the impact of the actions of cur competitors To pursue our growth strategy

n this dynarmic envitonment requires best in class nsk managerment

Our governance and nisk managerment structures have evolved to meet

this need (see pages 61 and 62 for further details}

Looking ahead

As our business expands and diversifies we continue to review our approach to
corporate responsibility In the coming year we plan to promeote sustainable
responsible and effective busmess management through each of our core
business actvities In addition to quantitative environmental social and
governance targets we are dedicated to achieving the following aims

Our Markets — Continue to suppoert the development of SMEs
onour markets including cleantech companies
— Encourage further good governance practices
onour markets

Our Services ~— Further develop cur offering of tcols to help
investors mcorperate ESG considerations within
their investment process and acrass all assets

— Further integrate our seTvices toncrease
efficiencies for market participants

Our People — Focus on mnovation through collaboration
by leveraging our Group s talent and busmmess
dwversity and prornoting staff engagement
— Further embed our values and etfucal behaviours
within cur business globatly

Our — Increase the impact of our chantable
Communities giving approach
— Focus onour short and long term
environmmental targets
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Highlights

— Adjusted total income up 42 per cent at £1 213 1 milhion (2013 £8529
rmillton) and total tevenue Tose 50 per cent to £1,088 3 mitlion (2013
£726 4 muillion} ncluding eleven months' contribution from LCH Clearnet
0n an orgamic constant currency basis adjusted total income was flat
with increases wn revenue from the core business segments of fset by
areduchion in net treasury income

— Operahing expenses increased 65 per cent to £698 4 rmllion (2013
£422 7 milhon) including £245 2 million of costs relating to businesses
acquired of which LCH Clearnet was £240 6 milion On an organic
constant currency basis costs were up six per cent (including mfiation
and growthn cost of sales) reflecting continued good cost control

-— Adjusted operating profit up 20 per cent at £514 7 mitkon (2013
£430 2 miflion)

— Operating profit rose one per cent to £353 1 mutlion (2013 £348 4 millon)

— Adjusted basic earnings per share increased by two per cent to 1071
pence This included the benefit of one-time ems of 2 4 pence relating
to the release of provistons for Lehmans debtors and the exit from a
leasehold property and 2 2 pence from the sale of a non-core asset
{2013 105 3 pence which included the benefit of 5 4 pence froma
one-time pnor years' tax adjustment)

— Basic earmings per share fell 22 per cent 10 63 0 pence (2013 804
pence) as a result of increased amortisation transaction costs and
interest payments following the acqussition of a majority stake in
LCH Clearnet Group and higher 1ax charges mainly due to a financal
industry surcharge in ltaly

— (Cash generated from operaticns increased six per cent 10 £515 4 million
{2013 £487 5 rmilion)

— Year end operating net debt to adjusted EBITDA at 1 9 times (2013
1 2 times) witn the Group's normal target range of one to twe imes
following the debt financing of the acquisition of a majonty stake tn
LCH Clearnet and 1ts subsequent capital raise

David Warren
Group Chief Financiat Officer

Yariance at
Year ended 31 March erganic and
constant
201& 2013 Variance currancy*
Revenuea tm £m % %
Capital Markets 3095 2675 16 12
Post Trade Services — CC&G and
Monte Titoh 98 4 918 7 4
Post Trade Services —LCH Clearnet' 2630 - - -
Information Services 3487 3063 i% 10
Technology Services 640 561 14 12
Other &7 47 0 (2)
Total revenue 1,088 3 726 4 50 10
Net treasury (ncome
~CCaG 416 116 7 59 61)
—LCH Clearnet 622 - - -
Other income 115 LK 17 19
Total income 1,209 6 8520 42 1]
Adjusted total income
excluding unrealised losses’ 12131 8529 42 0
Operating expenses? (69B L4} (4227) 65 6
Adjusted operating profit? 514 7 4302 20 (5)
Operating profit 1531 (48 4 1 112)
Adjusted basic earnings
per share? 1071p 105 3p 2
Basic earmings per share 63 Op 80 4p (22}
Adjusted total income?’
£ million
® ncreased O decreased
1500
1300 3447
1100
900 133 Jus
(I I
700 743
500
2013 FX 2013 0rganic NT| Oigamic  Acquisitions 2014
and constant
currency

1 LCH Clearnet results represent 11 months ended 31 March 2014

2 Before amartisation of purchased intangibles nan recurting tterns and unrealised net
nvestment gains/losses at LCH Clearnet

3 Orgamic growth s calculated in respect of businesses owned far at least 12 months in
either period and so excludes EuraTLX FTSE TMX Clobal Debt Capital Markets GATElab
and LCH Clearnet The Group s principal forewgn exchange exposure anses from translating
our Eurapean based euro reperting businesses into sterling
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Capital Markets Post Trade Services - CC&G and Monte Titolt
Variance at Variance at
Year ended 31 March erganic and Year ended 31 March oeganic and
constant constant
2014 2013 Variance Currency 014 2013 Yariance currency
Revenue £m £m * % Revenue tm [ » b
Primary Markets Clearing {CC&G) W00 361 11 7
Annual Fees 42 185 7 6 Settlement (Monte Titoli) 16 4 155 [ 2
Admission Fees ... _3%9 33 2 21 Custody G other . _ 420 402 I O
Total Primary Markets 811 ing 15 13 Total revenue 98 4 918 7 4
Secondary Markets Net treasury income 476 167 59) (61}
Cash equities UK & Turquoise 945 860 0 10 Inter-segmental income 09 -
Cash equities ltaly 361 327 10 7 Total income 1469 2085 {30) (33
Dernwvatives 196 191 3 0 QOperating expenses (63 4) (64 2) {1}
Fwedincome 681 518 31 17 Operating profit 835 144 3 (%2}
Total Secondary Markets 2183 189 6 15 10
Other 101 71 42 38 Post Trad ccaGand 1 od
Total revente 3005 2676 10 12 ost Trade Sernces - G and Monte Titoh saw an expected sharp decline
164 8 P n net treasury tncome followng completion of the migration to a minumum
Operating expenses { ) (148 6) 11 95 per cent secured investment portfelio partially offset by a modest
Operatng profit 144 7 1189 22

Caprtal Markets revenue which comprises primary and secondary market
activities increased 16 per cent to £309 5 million (2013 £267 5 rmilhon)
Primary markets revenue was up 15 per cent to £81 1 millon (2013 €708
mmillion) following the mghest IPO activity seen 1n the last six years and
secondary market revenues increased by 15 per cent on higher equity
and fixed income trading volurmes and the tnclusion of revenue from
EuroTLX inwhich a majonty stake was acquired 1n September 2013

In pnmary markets the total amount of capital raised across our equity
markets both through new and further 1ssues increased by 90 per cent to
£34 2 billion (2013 £18 0 bilor) This reflected a strong recovery particularly
n the second half of the year in equuty 1ssuance for both domestic and
international companies across our markets In total 57 1ssuers (2013 40)
jomed our man markets in London 20 companies (2013 seven) came to
market in Italy and 111 companies (2013 74) were admitted to trading on
AlM Looking ahead the pipeline of companies looking to join our markets
TeMans encouraging

In secondary markets both the UK and italian equity trading actwity increased
on last year with average order bock daily value traded in the UK up eight per
cent to £4 3 balhion {2013 £4 0 bilhon) and order book volume in Ttaly up five
per cent to 235 000 trades per day (2013 223 000) Trading on Turquoise

our pan European equities platform delivered a 67 per cent nse in average daily
equity value traded to €2 8 bilion (2013 €1 7 billion) Global dervatives volurmes
decreased n the last year with 23 per cent and four per cent declines m the UK
and Italy respectively largely as a result of lower market volatility

Fixed Income produced a good performance despite MOT volurnes down nine
per cent while MTS grew strongly with MTS Repo volumes up two per cent
and MTS Cash and BondVision value traded up 48 per cent In September

the Group acquired a majonty stake n EureTLX an ltalian MTF operating m
the European fixed mcome market and six months of revenue (£6 6 millen}
1s included in Fixed Income (£5 8 millon} and Admission Fees (£0 8 million)
Other capital markets revenues of £10 1 mullion (2013 £7 1 rillion) primary
compnise fees for memberstip of and connectmty to our markets

Operating expenses (including cost of sales and Euro TLX costs) were up 11 per
cent to €164 8 milkon (2013 £148 6 mithon) in ine with increasmg revenue and
operating profit was up 22 per cent to £144 7 milbon (2013 £118 9 rmlhion)

ncrease in Tevenue resulting in total income decreasing to €146 9 mullion
(2013 £208 5 millicn)

Clearing revenues grew by 11 per cent to €40 0 million following the recovery
in trading velumes in equities and fixed income Simidarly settlement
revenues increased by six per cent with Monte Titolt processing 58 3 mullion
settlement instructions up five per cent on the previous year

In the Monte Titoll CSD business the average value of assets under custody
grew by three per cent leading to anincrease n year on year revenues from
Custody on a constant currency basis The main increase tn assets under
custody came in Government Bonds and Equity the latter mainty due to
mereases in market capitahisation
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CC&G generates net treasury income by investing the cash margin it holds
retaining any surplus after members are paid a return on thew cash collateral
contributions The average dally imtial margin rose 18 pey cent to €119 bilhon
for the period (2013 €101 ilkon) CCE&G completed the move to a mimmum
95 per cent secured investment level for cash margin required to meet EMIR
regulatory standards with a subsequent reduction in yields Net treasury
ncome as aTesult of this change decreased by £69 1 mullion to £47 6 rillion
(2013 £116 7 milion)

Operating expenses were down one per cent to £63 4 milion and combined
with the decline n net treasury income resulted in a 42 per cent decrease in
operating profit to £83 5 mithon {2013 £144 3 millior)

|
Post Trade Services — LCH Cleamet

Year ended 31 March {(eleven months)

Revenue fm
0TC 1096
Non-QTC 1463
Other 71
Total revenue _.2630
Het treasury income 622
Other ncome (35
Total income 3217
Operating Expenses (240 6)
Operating Profit 811

The Post Trade Services — LCH Clearnet segment compnises the Group s
majonty cwned global cleanng business which was acquired on 1 May

2013 Inthe 11 month peried as part of the Group the division contnbuted
revenue of £263 0 milllon and net treasury income of £62 2 million offset by
operating expenses of £240 6 milhon and resulted in an operating profit of
£81 1 milhon

OTC revenue of £109 6 million includes revenue from SwapClear the world s
leading interest rate swap cleaning service DS Clear which clears European
credit indices and ForexClear cleaning interbank foreign exchange non-
deliverable forwards in multiple currencies SwapClear membership increased
to 103 members 10 2014 {2013 78 members} while CDSClear had 11 members
and ForexClear 20 members an increase in the year of three members and
five members respectively

In Aprit 2014 the SwapClear ForexClear and CDSClear services arrangemernts
were amended (with effect from 1 January 2014) to ensure they met EMIR
and other regulatory requirements for clearing houses as well as recognising
the changing economics and increased regulatory capital for runming OTC
denvatives clearing services The surplus share arrangernents m the SwapClear
and ForexClear services have been replaced with revenue share arrangements
The inpact for the pened to 31 March 2014 including changes to CDSClear
has been to increase OTC revenues by £14 0 milhion with a carresponding
ncrease in operating expenses of £10 2 millon this reflects the move to a
revenue share and LCH Cleammet s now recognising in full the assets and ther
associated amortisation relating to these businesses In 2014 1t1s expected
that LCH Clearnet s overall share from the three OTC services in aggregate

will be over 50 per cent while SwapClear will be over 60 per cent The new
arrangements will become increasingly beneficial as the cost base 1s controlled
and the OTC businesses continue to grow through fee increases for new
services and products geographic expansion and an increased number of
customers using the services

Non-OTC revenue contnbuted £146 3 million 1 11 months including

£82 1 millon from clearing services for interest rate and equity dertvatives
as well as a range of commodities markets £32 4 millien from cash equities
which provides cleanng services for awide coverage of European regulated
exchanges and multlateral trading faciities and £31 8 mitlion from clearing
cash bond and repo trades across a number of European markets

Net treasury income 15 eamed by investing the cash margin held, retaimng any
surplus after members are pard a return on their cash collateral contributions
Ths mcome for the 11 month penod was £62 2 rdlion with LCH Clearnet,
nvestments remaining at over 95 per cent secured throughout the period

The Group has entified significant additional cost savings as part of the
integration process that commenced following completicn of the acquisition
We have increased the cost synergies from the onginal €23 mithon (€19 rmllon)
target to €60 mithon (E49 milhon) to be achieved m 2015 (from an expected
annualised 2013 cost base of €306 million (£251 srllion) Just prior tolast
year s acquisition) One-time costs to achieve the savings are expected to

be €43 million (£35 milhon) with €31 muliton (€26 million) of this included

N non-recurmng items in the Group s March 2014 results

These savtngs are being achieved through a number of measures including
vestructunng of operations procurement efficiencies combination of group
functions and other headcount reductions These savings will more than
offset expected cost mncreases over the same period principally from higher
deprectation charges from nvestrment in systemns and processes necessary
to meet EMIR requirements and other operational needs

. ]
Information Services

Varlance at
Year ended 31 March organic and
constant
2014 013 Variance currancy
Revenue £m m % -
FTSE revenues 1740 134 % 30 22
Real time data 908 969 6) 7)
Other information services _ B39 753 11 11
Total revenue 3487 3063 14 10
Qperating Expenses (1790) 1159 2) 12
Operating Profit 1697 1471 5
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Information Services provides fast relable market mnformation including
global indices products trade processing operations desktop and warkflow
products In the last year Information Services revenue rose 14 per cent to
£348 7 rmithon (2013 £306 3 mullion) reflecting a strong performance fiom
FTSE as well as growth in other products

FTSE s revenue increased 30 per cent to £174 0 rilllon (2013 £134 1 mmullion)
driven by an increase n subscription revenues from net new business and
the completion of Vanguard's benchmark switch to FTSE Growth was boosted
from the inclusion of the new FTSE TMX fixed income indices joint venture wn
April 2013 We remain on track to achieve the three year aggregate target of
£28 rmllion set for FTSE global revenue and cost synergies wath the SEDOL
business benefiting in particular through the FTSE sales network

Real time data revenue declined six per cent year on year as a result of

fewer users in both the UK and Italy down six per cent and eight per cent
respectively These falls were largely the result of headcount reductions and
general cost cutting in the sector Other Information Services performed well
in particular Unavista which increased its user base to over 36000 in the last
year (2013 9 000) Unawista also launchedits EMIR trade repositery solutton
to assist chents manage their evolving regulatory and reporting needs

Operating expenses of £179 0 mullion (2013 £159 2 rilhon) are up 12 per cent
on 2013 levels reflecting increased cost of sales up 25 per cent and staff
costs following strong growth in the FTSE business Operating profit rose

15 per cent to €169 7 milhon (2013 €147 1 rlhon)

Technology Services
Vatlance at
Year ended 31 March organic and
tomiiant
2014% 2013 Varlance turrency
Revenue £m fm % %
MillennumnIT 3is 269 17 21
Technology 325 292 11 3
Total revenue _ 640 561 14 12
Intersegmental revenue . _lo9 213 (49) (45)
Total income 749 774 3) (2}
Operating expenses {631) (572) 10
Operating profit 118 202 (42)

Technology Services comprises technology connections and data centre
services along with the MillennwumIT business based in Sn Lanka which
provides technology and enterpnse services for the Group and third parties
Revenues for Technology Services increased by 14 per cent 10 £64 0 million
(2013 £561 mition)

Millenrurn]T third party revenue rose 17 per cent to £31 5 million {2013 £269
milhon) mostly relating to growth in the Enterpnse Service Provision (ESP)
operation The business continued to perform well, launching new technology
and bullding new relationships with Stgapore Stock Exchange and Canada s
TMX among others

Revenue from other technelogy services grew by 11 per cent to £32 5 milion
(2013 £29 2 rmlhion) ncluding a full year s contnbution from the GATELab
business (acquired in Decernber 2012) which supplies advanced trading and
post trade technology globally

Operating expenses were up 10 per cent to £63 1 mmillon (2013 £57 2 rmillion)
pnmanly due to an increase in cost of salesrelating to growth 1in ESP revenues
and operating profit was down £2 per cent to £11 8 illion (2013 £20 2 rmullion)

Operating expenses
£ mithon

@ increase O decrease

2452

700

600

500

400
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200

2012 FX 2013 Organic Inflation
Impact  and constant
currency

Orgamic Acqussitions 2014

QOperating expenses before amartisation of purchased intangtbles and
non-recurring items rose 65 per cent to £698 4 milhon (2013 £422 7 mitlhon)
mawnly reflecting the inclusion of £240 6 milhon of costs relatmg to 11
months of LCH Clearnet and costs of £4 6 millian from other acquired
businesses (FTSE TMX EuroTLX and GATELab) for a full year

Organic costs an a constant currency basts remamed well controlled up six per
cent (including inflation) mainly attributable to investments in staff mgher
project-related professional fees and an increase in cost of sales Offsetting
these cost increases were one-tume items of £8 4 million for the release of
provisions relatmg to Lehmans debtors and the et from a leasehold property

We remain committed to mamntaining high levels of cost contrel including
realisng synergtes as part of the LCHClearnet acquisition where we have

ncreased annualised target cost savings from €23 milion (€19 mill:iory to

€60 mithon (€49 million) by the end of 2015

Finance income and expense and taxation

Net finance costs were £68 8 milion up £19 3 million on the prior year
princtpally reflecting the full year cost of the £300 million retail bend {issued
n Novernber 2012) the drawing of crecht facihties to fund the acqusition of
the majority stake in LCH Clearnet in May 2013 (and its subsequent capital
raise) 11 months interest cost onthe LCH Clearnet Preferred Secunties and
alse arrangement fees totalling £3 rmllon for new bark facilities signedin
July 2013
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The Group s effective tax rate on profit before amortisation of purchased
intangibles and non recurnng items was 28 2 per cent which 15 shightly lower
thanlast year (2013 29 0 per cent} This reflects the ongoing reduction in the
UK statutory corporation {ax rate of 23 0 per cent (2013 240 percent)and a
shight change 1n the taxable profit mix towards the UK following the majonty
acquisttion of LCH Clearnet This dewnward move 15 offset by a temporary
ncrease n the Italian corporate tax rate for certain of the Group s Itahan
entities and the expansion of the Group mto new markets (France and
Canaday following the majority acquisitions of LCH Clearnet and FTSE TMX
Global Debt Capital Markets Both of these junsdictions have higher statutory
rates of corporate tax than the UK

Cash flow and balance sheet

The Group s business continued to be strongly cash generative during the
year with cash generated from operations up six per cent to £515 4 million
Total investment in the year, net of dividends received was £28 0 millien
principally due to the Group investing £376 5 mullion 1n the majonty acquisthons
of LCH Clearnet EuroTLX and FTSE TMX along with £50 9 milhon on camtal
expenditure offset by acquwed cash from acquisitions of €432 0 million

The Group purchased shares for £28 million to cover long term incentive
plan commuitments however n future years it 1s expected that we will 1ssue
shares 1n combination with cash purchases to meet these requirements

At 31 March 2014 the Group had net assets of £1 9569 rmillion (2013 £15990
mithon) Intangible assets increased by €426 7 rmilon mamly reflecting
goodwll and purchased intangibles recegnised from the purchase of LCH
Clearnet The central counterparty clearing business assets and hiabilities
within LCH Clearnet and CC&G largely offset each other but are shown gross
on the balance sheet as the amounts recelvable and payable are with
different counterparties

]
Net debt, facilities and credit rating

2014 2013
m im
Gross borrowings 1,2237 796 8
Cash and cash equivalents 919 2) (4462}
Net denvative financial habilibies/(assets) 07 07}
Net debt 3052 3499
Regulatory and operational cash 8036 2000
Operating net debt 1,108 8 5499

At 31 March 2014 the Group had operating net debt of £1 108 8 million
after adjusting for €803 6 mullion of cash and cash equivalents held to
support regulatory and operational requirements mcluding cash and cash
equwvalents held by LCH Clearnet together with a further £200 million
covenng requirements at other | SEG cornpantes

The Group s gross borrowings incteased by £426 9 mmillion reflecting the
financing of the acquisition of the majonty stake 1 LCH Clearnet including
our participation in its subsequent capital raise to fund increased regulatory
capuital needs the consolidation of the LCH Clearnet Group Preferred
Secunties the investrment in the FTSE TMX Debt Capital Markets joint
venture and the acquisition of a 70 per cent nterest n EuroTLX

InJuly 2013 the Group took advantage of favourable market conditions

and signed a new £700 million unsecured committed revolving bank facility
package on mproved terms to replace ds existing credit ines The new ‘
facthty comprises a rmix of three and five year commitments which extend \
the Group s debt matunty profile and underpin its financial flexibility At 31
March 2014 the Group had drawn debt and committed credit ines totalling
£1 65 billion with matunities extending to July 2016 or beyond With £422
milhon of undrawn bank lines available together with continuing strong cash
generation the Group remains well positicred to fund future growth

Debt maturity profile
£ million
® drawn < undrawn

600

500
500 [— -- 450
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300
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The Group s nterest cover (the coverage of net finance expense by earnings
before interest taxahon depreciation and amortisation both before
non-recurring 1tems) reduced to 8 6 times (2013 95 times) due to the
Ingrease in net finance ¢osts duning the year being anly partially covered

by the growth in EBITDA However the Group s cash generation remaimed
strong which resulted 1n an imiprovement in teverage in the second half of
the year fellowang the matenal increase in borrowings tn the fust half As at
31 March 2014 cperating net debt to adjusted EBITDA of 1 9 tires (2013 12
times) 1s back within the Group s target range for leverage of one to two times

The Group s long term ciedit ratings rermamed unchanged during the year
Standard & Poor s concluded 1its watch reviews over both LSEG and LCH Clearnet
on 3 May 2013 following the majonty acquisiion of LCH Clearnet, by affimning
1ts A- rating for LSEG and moving the A« rating of LCH Clearnet back to a stable
outicok However following the introduction of new global cntena pubhshed
laterin 2013 (that exarmnes the nisks to LSEG around its businesses in Italy~
gwven that the soverewgn state s rated lower than LSEG at BBB) and reflecting
1ts caution n the short term around the achievernent of key financial metne
targets set for the Group Standard & Poor s has placed LSEG on credit watch
with negative mpheations This credit watch also applies to the A+ rating of
LCH Clearnet with the watch review penod to the end of May 2014

Moody s affirmed its rating of Baa2 dunng the year and assigned a stable
outiook follewing completion of the LCH Clearnet Group acquisition
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Forelgn exchange

2014 2013
Spot £/€ rate at 31 March 121 118
Average £/€ rate for the year 119 123

The Group s principal foreign exchange exposure anses as aresult of translating
the Group's euro earmings. assets and hiabilities from our European based euro
reporting businesses mto sterling A €5¢ movemnent 1n the average £/€ rate

for the year would have changed the Group's operating profit for the year
before amortisation of purchased mtangibles and non-recurring tterns by
approximately £12 million

The acquisition of a majonty stake in LCH Clearnet has ncreased the
exposutre the Group has to the eurc In addition, the growth of LCH Clearnet
and the FTSE businesses during the year has also increased but toa lesser
extent our foreign exchange exposure to the US doflar The Group manages
its translation nisk exposure by matching the currency of its debt (including
debt effectively swapped from sterling into currency) to the currency of its
earmings where possible to ensure its key financial metnes are protected
from matenal foreign exchange rate volatiity

Eamnings per share

The Group recorded an adjusted basic earnings per share which excludes
amortisation of purchased intangible assets non-recurring tems and
unrealisable gains/losses on investments of 107 1 pence up two per cent
including an increase of one-tme iterns of 2 4 pence from the £8 4 rmiton
release of provisions relating to Lehmans debtors and the exit from a leasehold
property and 2 2 pence from £6 9 million sale of anon core asset (2013 1053
pence including 5 4 pence relating to the one-time prior yeass tax adjustment}
Basic earnings per share decreased by 21 percent {063 0 pence (2013 80 4
pence) as a result of increased amortisation transaction costs and interest
payments following the acquisition of a majonty stake in LCH Clearnet and
higher tax charges mairty due 1o a fimancial industry surcharge m ltaly
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Risk management oversight

We are subject to a variety of risks, the management of which The components of the ERMF are as follows
is fundamental to the successful execution of our Strategic Plan ~— The Board is responsible for deterrmining the Group Risk Appetite

As our Group has grown we have continually enhanced our risk
management capabilities to ensure that we maintain our
trajectory while protecting the value of our business

The LSEG Enterprise-wide Risk Management Framework
During FY2014 the Group has further embedded its Enterprise-wide Risk
Management Framework (ERMF) This Framework s designed to allow
management and the Board as part of our business model to dentify
and assess LSEG principal nsks and ensure better decision talang by
informing the Board and other key stakeholders of the key risks related
to the execution of our strategy

The ERMF also enables the Board and executive management to mamntain
and attest to the effectiveness of the systems of internal control and nisk
management as set out in the UK Corporate Governance Code

{see Risk Management and Internal Control Section page 62)
This defines the nature and extent of the risks LSEG 1s willing 10 take
1o achieve its strateqic objectives while reinforcing the risk culture

The Board Risk and Audit Committees have been separated to
strengthen the oversight provided over Group risk management
following the acquisition of LCH Clearnet

The ERMF defines rotes and responsibitities for nsk management
aversight and activities including for the Board the Executive
Commuttee (ExCo) and sub-Comrnittees thereof

There are three Executive Risk sub-Comrmtiegs covenng financial
operational and new product (and market) nsk to provide the appropriate
tevel of nisk oversight across the organisation

The Fmancial and Operational Risk Committees monitor and report
on the financial and operational nsk profile of the Group review and
challenge the application of the Group nsk framework recommend risk
appetite staternents to the Executive Committee and momtor compliance
with the relevant nsk policies

The New Product (and Market) Committee reviews and recommends
business cases to the Executive Commuitee ensurning preduct innovation
and new market risks are appropriately wdentified and assessed

LSEG’s risk control structure 1s based on the ‘thiee Iines of defence modet

The Frst lme management s responsible and accountable for
dentifying assessing and managing nsk

LSEG Governance structure

FIRST LINE

LSEG Board

e

SECOND LINE

@ Group Committees
& Functions
® Line of Business (L OB)

THIRD LINE

S
' Risk
§ Committee J
[

R Internal Audit
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The Second line (Risk Management and Compliance functions)

1s respensible for defining the nsk management process and policy
framework and providing challenge to the frst ine on nsk management
activitles assessing risks and reporting to the Group Board Commuittees
on rsk exposure

The Third line of defence (Internal Audit) provides mdependent
assurance to the Board and other key stakeholders over the effectiveness
of the systems of controls and the Risk Framework

— Group-wide risk policies have been enhanced actoss the whole business
These policles contain the level of risk we are willing to take agamnst our nsk
appetite staternents They also set out the principles nimmum standards
and risk management activities LSEG requires the Group's businesses
and functions to follow to manage thewr business within nisk appetite
The Group CCPs are independently managed and have risk policies
ahgned to the high level requirerments set 1n the Group-wide pohices

Strategic Risk Objectives

The Strategic Risk Objectwes of the Group have been defined as follows

— Maintaining stable eamings growth ensunng the strategic growth
of the business 15 delvered n a controlled manner with long term value
enhancernent and low volatility to the underlying profitabihity of the Group

— Maintaining capital requirements ensunng the Group has sufficient
capital resources to meet requiatory requirements 10 cover unexpected
losses and to meet the Groups strategic ambitions

— Maintaining liquidity the Group retains or has adequate access
to funding to meet its obligations taking wnto account the avatlatihity
of funds

~— Adhering to regulatory requirements ihe Group conducts actvities at
all tmes n fult compliance waih its regulatory obligations

— Mamtaming operatwonal stability, facilitating ovderly market
aperations the Group s operations are delivered in a secure and efficient
manner without disruption

— Mamtaimng stakeholder confidence to ensure that stakeholders have
confidence i the ablity of the Group todeliver its strategwe objectives with
robust and effective governance and operational controls

— Maintammg a risk aware culture throughout the Group ensunng the
nisk management framework 1s embedded within Divisions and Functions
engenderng a nsk aware culture

Risk Appetite
LSEG defines Risk Appetite as the level of nisk that the Group s preparaed

to sustain i purswit of its Strategic Objectives The Group Risk Appetite
Statement 1s proposed by the Executive Committee 1s approved by the
Board on at teast an annual basis and 1s determined 1n conunction with
the Group's overall business strategy

The nsk appetite can be modified by the Board at any time (details on page 62)

Risk Identification
The Group 1s subject to a variety of risks and uncertainties which may impact
its abihity to execute its strategy and delwer its expected performance
Group-wade nisks are classifted nto the following three categones
— Strategic Risks Risks related to our strategy (quality of the strategy
the implementation of strategic imitiatives and external threats to the
achievernent of our strategy) This category also includes the nsks
associated with reputation or brand values

— Fmancal Risks The nisks of financal falure reputational loss loss of
earnings and/or value as a result of investment actimty lack of iquidity
fundmng or capital and/or the inappropniate recording reporting and
disclosure of financwal results taxation and regulatory wnformation

— Operational Risks The nsk of loss regulatory censure or other adverse
consequences to the business, resulting from inadequate/non-compliant
or falled internal processes peopleand systems or from external events

The Group promotes a nsk culture thatdentifies and manages risk at all
levels of the business We set out clear roles and responsibiities for our
people within our risk policies to ensure nsks are consistently identified and
captured across the Group

Risks are identified at source and recorded in each business unit and division
by “Risk Champions™ These are employees in the business responsible for
facilitating the application of the Group nsk management framework Risk
dentification 1s regularly reviewed and challenged by the nsk function to
ensure completeness For high velocity igh impact nisks Key Risk Indicators
{KRLs) are established to enable the business to momtor the nisk on an
ongoting basis
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Risk Assessment

The nskidentification and assessment process allows for the mormtonng of nsk
trends and management actions at all levels and atso faciltates the decision
making process Managerment 15 required to escalate and take rmitigating
actions n respect of incidents control failures and policy breaches as and
when they are identified In addition the Group regularly performs bottom-up
and top-down nsk assessments with nisks wentified at legal entity dnasional
and Group levels Divisional and entity level tisk reports are reviewed by the
Operational Risk Commuttee Group nsk reports are reviewed by the Executive
Committee each quarter and are also reviewed by the Risk Commuittee (RC) at
least three times a year and by the Board at least twice a year

Financial nsks are monitored and managed on a frequent basis (daily for
key nisks) at the Business Unit level and across the Group n aggregate
Thresholds for capital sufficiency capital commmtments and rmits in respect
of vanous aspects of treasury managerment are set out in the Group Capital
and Treasury policies

CCP risks are assessed according to the metyics determined both by the
CCPs and also by the Group including Group level risk appetite and key nisk
inchcators for clearing related actwities

Significant new products and proposed mitiatives in new markets are now
reviewed by the New Product/Market Committee prior to approval by the
Executive Committee

The Reports of the Aucht and of the Risk Committees on pages 66-69
provide details on the work carmed out to assist the Board i fulfiling its
oversight responsibihties for nsk management and systerns of internat contol

Risk Management

Each Group-level nsk 1s owned by a rmember of the Executive Commuittee who
1s responsible for managing or mitigating the nisk in order to remain within
nsk appetite The Board and the Risk Commuttee receve presentations on
matenal nisks and related mutigants as appropnate

Risk Reporting/Monitoring

The nsk profile of the Group 1s reported to the Board wia the Risk Commttee

quarterly Risk reporting across the Group 1s aligned to the Risk Commuittee

governance structure and 1s dvided between financial and operational risk

Quantitative and qualitative risk hmits and tolerances 1dentthed within the

overarching Group Risk appetite statement form the basis of the key

reporting metncs used across the Group

— Financial Risk Reporting ~ CCP hquidity management balances and
counterparty disintermediation risk s consolidated daily at the Group level
and reported to the Executive Commuttee and Board including lrmts and
Risk Appetite An enhanced weeklyreport including market commentary
and member health momtonng is distnbuted to the Executve Commuttee
and to certain Board members

— Extensive financial risk reports are produced for the Financial Risk
Committee on a monthly basis

— Operational Risk Reporting — Business urits prodice a nsk registerona
quarterly basis considenng the key residual nsks facing ther business
area Group nsk consoldates and reports this information to the Group s
Operational Risk Cormmittee on a quarterly basis

LSEG Risk Pillars

STRATEGIC RISK

Earnings & Stakeholder Confidence

FINANCIAL RISK

OPERATIONAL RISK

m m m opetatln“il St.b“jty
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—- The Group Risk Report 1s produced on a quarterly basis and presents the
Group s aggregate nsk profile (Operational and Financial) to the Board via
the Risk Committee This report considers the key residual nsks facing the
Group aggregated across all the Group s subsidiaries

— CCP financial nsks are moritored both at the CCP level and centrally
according to the specific quantitative metrics set out in the CCP Financial
Risk Policy including Group-level risk appetite and key nsk indicators for
cleanng related actwaties Reporting requirernents for capital sufficiency
capital commitments and vanous aspects of treasury management are
set out in the Group Capital and Treasury policies

Business Continuity Management (BCM)

The Group has a BCM frarmework in place which 1s managed and maintained
through a fully established Business Continwity Programme The Business
Conhinunty Programme 15 overseen by the Business Continutty Board

a sub-commuttee of the Operational Risk Cemmuttee The Business
Continuity Board receives the self certiiication resuits of all the Group s
Business areas which define the status of Business Continuity within each
business area The BCM Board regularly challenges the request from ail the
business areas The Risk Committee and the Audit Committee are reqularly
updated as to the status and progress of the Busmess Continuity Programme
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Principal risks and uncertainties

Overview of Principal Risks:

Strategic Risks Financiat Risks Operational Risks
Globat economy Liquidtty risk {Clearing) Technology
Competition Latent market risk {Clearing) Change management
Regulatory change and compliance Settternent and custodiat nsks Secunty threats
Transfarmation nisk Capital management Employees

Strategic Risks

Risks related to our strategy (including the implementation of strategic imtiatives and external threals to the achievemnent of our strategy)

The category also includes risks associated with reputation or brand values

WNISK DESCRIPTION

WITIGATION

Global economy
The rnproving economic environment m the UK has had a positive impact on
the Groups business and has increased the actwvity on our pnmary markets

There are concerns caused by persistently low inflation levels inthe
Eurozone and mued econormc indicators Ongoing geepolitical tensions
are mtroducing additional uncertainty n the markets and may impact
nvestors confidence

The Group performs regular analyses to monitor the markets and the
potential Impacts on the business Activities include Key Risk Indicator
trackang stress testing and a hedging strategy

The Financial Risk Committee closely momtors and analyses multiple
market scenarios and action plans n order to minirmse the potential
impacts sternmming from a potential detenoration of the macroeconormc
environment The Eurpzone crisis and geopolitical concerns are reqular
Ltemns on the agenda of the financial Risk Committee and the Groups
exposure to these nsks 1s closely monitored

InSn Lanka the Group maintains regular contact with key Governmental
parties and has appropriate contingency plans in place to ensure key
technology cperations are not dependent on a single geography Business
Continwity Managerment (BCM} and cnisis management pracedures would
be mvoked to manage the response to an unexpected event

For more wformation see Market Position and Outlaak pages 8-13 and nate 2 to the accaunts Financial Risk bManagement on pages 113-117

Competition

We operate in a ighly competitive industry Centinued consolidation
has fuelled competition including between groups in different
geographical areas

In cur Capital Markets operations there 1s a nsk that competitors will
mprove thew products pricing and technology in a way that erodes
our businesses There 1s increasing competition for primary listings
from other global exchanges and regional centres

In Post Trade Services the consalidation of chients has led to a
concentration of revenues Any future loss of hquidity or reduction in
velumes on exchanges may impact clearing revenues

In Information Services consolidation within the ndusiny 15 expected
aver the next three to five years Client rmgration to competitors could
lead to a loss of revenue

In Technology Services there 1s ntense competition across all activities
and there are strong market players in some areas where we are
establishing a presence

Competitive markets are by thetr very nature dynamic and the effects
of competitor actwaty can never be fully mihgated Senior management
actvely engages with chients and the Group undertakes constant market
monitonng and period pricing Tevision to mihgate nsks Commercial
mitiatives are aligned with cur major clients and this 1s complemented
by an ongeing focus on new technology deployment and cost reduction

The Groupss track record of innovation and dversification ensures
the Group offers best in class services with a global capability

We mamntain a dedicated international marketing team focused on key target
markets who promote the benefits of listing on our markets to international
1ssuers the global advisory commumity and other stakeholders
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RISK DESCRIPTION

MITIGATION

Regulatory change

The Group and its exchanges CCPs and other regulated entities operate in
industries that are highly and increasingly regulated by governmental
competiticn and regulatory bodies at European federal national and
provincial fevels

Delivery of the G20 agenda n the EU has resulted in a large number of
measures which may impact our business directly or indirectly The European
Comrmssion has adopted proposals for the regulation of financial benchmarks
to address potential 1ssues in the systern of credit intermechation (“shadow
banking”) byssuing Regulations on Money Market funds (MMFs) and secunties
financing transactons {"SFTs7) Towards the end of 2014 1t1s planming to
propose measures for resohving CCPs Followwng political agreerment of MIFID
and MIFIR the rule-making work wall continue through much of 2014

In the UK the financial services ndustry has beer operating under a new
yegulatory structure since 1 April 2013 with the FSA being replaced by three
separaie regulatory bodies the Bank of England the Prudenhial Requlation
Authonty (PRA) and the Financiat Conduct Authonity (FCA) These bodies
are now well-established and are pursuing a policy of proactve regulation
For example the FCA has recently consulied on its new rermt n relation to
Compelition Law

The CCPs have focused on the analysts of the potential impact of the
new Basel 111 rules on capttal reguirerments for banks exposure to CCPs
This could have an impact on the clearing volumes wath imphications for
the Groups revenues

Compliance

There s a risk that one or more of the Group's entities may fail to comply
with the laws and requlatory requirements to which it 1s or becomes
subject Inthis event the entity n question may be subject to censures
fines and other regulatory or legal proceedings

Regulatory change

Changes n the requlatory environment form a key input into our strategic
planning tncluding the impact on our growth strateqes both orgamc and
Inorgarc We monitor requlatory developments continually and engage
directly with regulatory and governmental authonities at a national EU and
international level

We continue to develop our relationships with the key political stakeholders
particularly at EU and national tevel Potential tmpacts from regulatory
change are assessed and depending onthe impact opportunities are
developed and rmitigating strategies and actions are planned

As the various regulatory mnitiatives progress there will be greater certainty
about their likely final form The Group continues to focus on rermatning well
positioned to respond to regulatory developments and further opportunities
exist for the Group to delwer solutions to help the market address the
changing regulatory envirenment

The implications of capital requiremnents on clearing members have been
analysed and future actions put in place

The CCPs have performed analytical work to test the methodologies proposed
by the Basel framework and have contnibuted to the consultations launched
by the BCBS

Compliance

The Group continties to maintain systems and controls to mitigate compliance
nsk Comphance policies and procedures are regularly reviewed to ensure that
Group entities and staff are comphant with applicable laws and regulations
and uphold our corporate standards

For more information on regulatory changes see “Market Pesition and Cutlook” on pages 10-13

Transformation risk

The Group 1s exposed to transfermation nisks (nsk of loss or fatlure resulting
from change/transformation) given the current levels of change and alignment
actwity currently taking place across the Group As part of the alignment
processes the Group targets specthic cost savings and revenue increases

A failure to successfully align the businesses of the Group may lead to an
increased cost base without a commensurate increase in revenue a fallure
to capture future product and market oppertunities and nisks in respect

of capital requirements regulatory relationships and managernent time
With regards to M&A and alignment activibies the additional projects and
workstreams could have an adverse '/mpact on day-to-day performarice
and/or key strategic imtiatives and could damage the Group s reputaiion
The scale and complexity of the LCH Clearnet business as part of the Group
has contnbuted to an increase in the nsk profile associated wath change
management and transformation nsk

The governance of the enlarged Group 15 ahgned and strengthened as
appropriate The Group performs regular reporting of change perfarmance
nctuding ongoing alignment actwity LSEG has sel up a programme
management framewaork to deliver the LCH Clearnet transaction objectives
which includes close imnplementation oversight by an executive team
representative of L SEG and LCH Cleamnet this steering group includes the
LSEG Group CFO CRO and COO as well as the LCH Group CEO CFO and CRO

The L5EG Enterprise-wide Risk Management Framework covers the whole
Group including LCH Clearnet and was designed to ensure appropnate nisk
managernent across the whole of the enlarged Group
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Financial Risks

The nsk of financial fallure reputational loss loss of earmings and/er capital as a result
of nvestment actvity lack of lquichty funding or capital and/or the inappropriate recording
reporting and disclosure of financial results taxation and regulatory information

RISK DESCRIPTION

MITIGATION

Liquidity risk (clearing)}

The Groups cleanng providers hold a significant amount of cash and
securities deposited by clearing members as margn or default funds

To ensure optimurm ongoeing hquidity and immedtate access to funds

the CCPs depostt the cash receved in highly hquid and secure investrments
as rmandated by the EMIR regulations

Potential iquidity nsks faced by the Group CCPs include

— Margin payments Margins (Initial and Vanation) are settled at least
daily The CCPs must ensure that sufficient funds are available to fulfil
their obhigations

— Collateral switches and excess cash margm cover Members can choose
whether to post margin in cash or secunties and may choose to
over-collateralise

— Market distuptions Such as unusual market volatihty driving large
margin moverments liquidity squeezes in the cash or securities
markets and central bank actions

— Failed cash settlements Ansing for instance from mismatches in
settlernent dates for the CCPs ownactmvities

Under the ERMF CCP imvestments rmust be made i compliance with the
Group CCP Financial Rusk Policy as well as Policies 1ssued pursuant to the
governance of the CCPs themselves These Policies stipulate a number of
nisk management standards including concentration irmts and munmum
ratings Comrnittees overseeing CCP investment risk meet regularly

Group CCPs have put in place EMIR complant hquidity ptans for day to day
liquidity management including contingencies for stressed conditions
Group CCPs have multiple layers of defence agamst hquidity shortfall
including rmmmum cash balances access to contingent hquidity
arrangements and for certain CCPs access to central bank hquidity

CCP hquidity management balances and counterparty disintermediation
niskis consohdated daiy at the Group level and reported to the Executive
Commuttee and Board including lumits and statusraling An enhanced
report ncluding market commentary and member health montonng 1s
produced each week and distributed to the LSEG Executive Committee
and Board

All four group CCPs report therr iquidity position via the Group Financial
Risk Commuittee each month Each CCP momitors hquidity needs daily
under stressed and unstressed assumptions Breaches 1f any are reporied
and discussed monthly at the Commuttee

Latent market risk (clearing)

Our cleaning services guarantee final settlement of trades and manage
counterparty nsk for a range of assets and nstruments including cash
equities denvatives energy products and Government bonds Therefore
the Group 1s exposed to country nisk credit nisk 1ssuer nisk market nsk
hiquichty nsk interest rate risk and foreign exchange risk

There 1s a nisk that one of the parties to a cleared transaction defaults on
ther obligation  this circumstance the CCP s obliged to honour the
contract on the defaulter’s behalf and thus an unmatched rnsk position
arises The CCPmay suffer aloss in the process of work-out (the Default
Management Process) if the market meves against the CCP s positions

Under the ERMF CCP latent market nsk must be managed in compliance
with the Group CCP Financial Risk Policy as well as policies 1ssued pursuant
to the governance of the CCPs themselves Latent market risk s part of the
agenda of the CCP risk Committees

The financial nsks associated with cleanng operations are ritigated by

~— Strict CCP membership rutes including supervisory capital technical
and organisational critena

— The maintenance of prudent levels of margn and default funds
to cover exposures to participants Each member pays margins
computied at least daily to cover the theoretical costs which the
cleanng service would incur wn order to close out open positions in
the event of the member s default Clearing members also contribute
to default funds

CCP hquudity managernent balances and counterparty disintermediation
nsk s consolidated daily at the Group level and reported to the Execulive
Committee and Board including himits and RAGs An enhanced report
including market commentary and member health momtoring1s
produced each week and distributed to the Executive Committee

and Board

Committees overseeing latent market and member risks meeton a
regular basis
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RISK DESCRIPTION

MITIGATION

Settlement and custodial risks

The Group offers post trade services and centralised adrmmstration of
financial instruments throughits CSD subsidary Monte Titoh Monte Titol
offers pre settlement settlement and custody services These activities
carry counterparty nsk (in particular asset comrmitment nsk) operational
nisk and custody nisk (including asset servicing risk)

Monte Titoh does not provide intraday settlement financng to
1its members

Asset commitment nsk 1s rmtigated through pre-positioning (availability
of secunty) and pre-funding (avallability of cash)

Operational nisk 1s minumised via highly automated processes reducing
administrative activities and formalised piocedures for all services Monte
Titol mutigates 1T nsks by providing for redundancy of systems dally
backup of data fully updated remote recovery sites and SLAS with
outsourcers Liquidity for Monte Titoh s operations 1s provided by the
Bank of ltaly

For more information on these risks see the "Post Trade Services” section of the Segmental Review (on pages 28-31) and Note 2 to the accounts

“Financial Risk Management” fon pages 113-117)

Capttal Risk

The Group incorporates a number of requlated angl unregulated entities

within its structure Principal nsks to managing uts capitat are

— Inrespect of regulated entities capital adequacy comphance nsk
{the nisk that regulated entities do not maintain and report sufficient
quahfyming capital to meet regulatory requirements) and capital
reporting comphiance nisk (the nisk that regulated entities fai to
comply with capital reporting and regutatory obligations) If a regulated
entity n the Group fails to ensure sufficient capital resources are
maintaned to meet regulatory requirements this could lead to loss
of regulatery approvals

— Inrespect of regulated and unregulated entities, commercial capital
adequacy and quality nsk (the nsk that Group and solo entites do not
maintain both sufficient quantity and quality of caprtal to meet
commercial requirements) and investment return nisk {the nsk that
capital is held in subsidianes or nvested m projects that generate a
return that is below the Group's cost of capital)

— Avaliabihty of debt ot equaty (whether specific to the Group or dnven
by general inancial market conditions)

The Group s Capital Management Policy provides a framewark to ensure
the Group maintamns suitable capital levels (both at Group and sole entity
levels) and effectvely manages the nsks thereof The Group s Treasury
Policy recogrises the need to observe regulatory requirements in the
management of the Groups resources

The Group maintains an ongoing review of the caprtal positions of its
regulated entities and operates within capital imits which are overseen
by the Treasury Comimttee the Financial Risk Committee the Executive
Comrmttee and the Board

The Group can manage 1ts capital structure by varying returns to
shareholders, 1SsUINg new shares of increasing or reducing borrowings
The Board reviews dividend policy and funding capacity on a regular basis
and the Group maintains comfortable levels of debt facility headroormn

The Group makes reqular assessrments of debt and equity market
condittons To mantamn sufficient financial strength to access new capital
at reasonable cost and meet its objective of matmtaining an investment
grade credit ratng The Group 15 mindfu) of potential impacts on its key
metrncs when considering changes toits capital structure

For more information on this nisk see Note 2 to the accounts “Financial Risk Management  (on pages 113-117)
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Operational Risk

The nsk of loss or other adverse consequences to the business resulting from inadequate or falled internal processes people and systerns

or from external events

RISK DESCRIPTION

MITIGATION

Technology

Secure and stable technology performing to high levels of availability
and throughput continues to be cnitical to the support of the Group s
businesses Technology fattures impact our chents and can potentially
lead to a loss of trading and ctearing volumes and adversely 1mpact the
Groups reputation and brand

The Group continues to consolidate its IT development and operations it
the MillenmumiIT infrastructure to provide greater control and efficiency
Thits focus of activity means there 15 a nsk of resource over-stretch to meet
both the requuements of the Group and those of third parties Continued
wnovation and nvestment m new trading/mformation systems can lead
to further resource stretch in coping with increased volumes and new
product development

The Group also has dependencies on a number of third parties for the
provision of hardware software communication and networks for
elemnents of its trading clearing data and other systems

The performance and avattability of the Group systems are constantly
reviewed and monitored to prevent problems ansing where possible and
ensure a prompt response to any potential service nterruption 1ssues
The Group s technology teams mitigate tms risk by ensuring prioritisation
of all development and operations actwities and resource utihsation and
allocation are kept under constant review

The MeillenmumIT systemns are designed to be fault tolerant and alternative
standby computer faciiities are mamtained to minmise the rnisk of
systern distuptions

The robust change management procedures and capacity monitonng
provide assurance that Group technology changes are effectively managed

The Grouyp actively manages relationships wath key strategic IT suppliers o
avoid any breakdown n service provision which could adversely affect the
Group s businesses Where possible the Group has dentihed alternative
suppliers that could be engaged in the event of a third party failing to
delwer on its contractual commitments

For more information see the “Technology Services™ section of the Segmental Review on pages 34 and 35
For information on LCH Clearnet see section of the Segmental Review on pages 30 and 31

Change management

The considerable change agenda 1s driven by both intemnal and external
factors Internal factors include the diversification strategy of the Group
and s dnive for technology innovation and conschidation External factors
include the changing regulatory landscape and requirements which
necessitate changes to our systems and processes

There are a significant number of major complex projects and strategic
actions underway concurrently that if not delvered to sufficiently mgh
standards and within agreed timescales could have an adverse impact on
the operation of core services and reverwe growth as well as damaging

the Groups reputation The volume of simultaneous change could also lead

to a loss of client goodwall sf the execution 1s not managed appropnately
Synergies and cost benefits may not be delivered to anticipated levels

The semor management team 15 focused on the implermentation of the
Groups strategy and the project pipeline In view of their importance to
the Groups future success £ach major project is managed via a dedicated
project office overseen by members of the Executive Commuittee
Software design methodologles testing regumes and {est environments
are continuousty being strengthened to rmnimise implermentation risk

Far more information see the Chairman s statement on pages 14 and 15 and the Chef Executive s review on pages 16and 17

Security threats

The Group 15 Teliant upon secure premises to protect its employees and
physical assets as well as appropriate safeguards 1o ensure uninterrupted
operaton of its IT systems and frastructure The threat of cyber crime
requires a ugh level of scrutiny as it may have an adverse impact on our
business Terrorist attacks and similar actwities directed aganst our

offtces operations computer systems or networks could disrupt our
markets harmn staff tenants and wisttors and severely disrupt our business
operations Cwil or pohihical unrest could impact on compames within

the Group

Long-term unavailabtity of key prermises or trading and information
outages and corruption of data could lead to the loss of chent confidence
andreputational damage Secunity nisks have escalated inrecent years
due to the increasing sophistication of cyber crime

Security threats are treated very senously The Gioup has robust physical
security arrangements and extensive IT measures are in place to mitigate
techmical secunty risks The Group 1s a member of the Centre for the
Protection of National Infrastructure ({CPNI} with both physical and 1T
security teams morttoning intetligence and hawsing closely with police

and global Government agencies

The Group has well established and regularly tested business continuity
and cnsis management proceduses The Group nsk funchion assesses its
dependencies on cniical supphers and ensures robust contingency
measures are n place
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RISK DESCRIPTION

MITIGATION

Employees

The calibre quality and retention of employees are cntical to the success
of the Group Failure to adequately manage and retain staff resulting in
unacceptabie levels of staff turnover leads to increased costs of attracting
replacernent staff and undue distraction of senior management time in
recruiting replacements The loss of key members of staff could have an
adverse impact on the Group's operations and ability to deliver its strategy

The Groups ability to attract and retain igh quality indwiduals depends on
the condition of recruitment markets and corresponding compensation
packages of financial services technology fums and regulators with which
the Group competes far the same key staff

The Group operates a perforrance management and appratsal system
and Executive development opportumties are provided with the
Norminations Committee responsible for considering succession plans
for key semior positions

A performance related annual bonus and pay review pracess is 1n place
for all employees Regular benchmarking of reward and incentive systems
1s performed to ensure they are competitive The Group also offers Long
Term Incentive Plans for igh performers and crtical staff and turnover i1s
monitored A centralised training budget allows a co-ordinated approach
to development acrass the Group

A programme of succession planning 1s operated by the Group to minimise
the impact of the loss of key staff critical to the operation of the business

We have also enhanced our talent management approach n the last year
and will keep deing so while rolling out eur succession ptans and HR
systems to LCH Clearnet dunng the next 12 months

For more information see *Our wider responsibility” on pages 36 and 37 and Rermuneration Report on pages 70-97
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Board of Directors

Board structure
The Board compnsed

— Non-Executive Chairman who was
independent en appointment

— Non-Executive Deputy Chairman who
15 also the Senior Independent Director

— HNine cther independent
Non-Executve Directors

— Three Executive Directors

Board and Committees

Meetings in FY 2014 FY 2013

Board 9 S

Supporting committees

— Audit and Risk! 1 S
— Audit 3 nfa
- Risk 2 n/a
— Remuneration S &
— Norminatign 1 1

1 The Board appointed separale audit and fisk commillees ¢n 18 July 2013
Pruwr to Lhat dale the Board operated 4 combined Audi and Risk Commtles

Chis Gibson-Smith

Chairman of the Company and of the Nornination
Committee (age 68)

Apponted to the Board in May 2003

Committee membershipr Rermuneration Noenwation (Chau)
Skills and experience: Chawrman of Partnership Assurance Group
He was Chatrman of The British Land Company pic from 2007 until
2012 and he was also previously Non Executive Director of Qatar
Financial Centre Authonty from 2006 to 2012 Cha rman of Natipnal
A Traffic Services Ltd from 2001 to 2005 Non Executive Direcior of
Lloyds 758 plc from 199910 2005 Group Managing Dwrector of BP ple
from 1997 te 2001 and a past Trustee of the Institute of Public Pobcy
Research and the arts chanty Arts & Business

Other current appointments. Chrts is Chawman of the Advisery
Board of Refarm Research Trust

David Warren
Group Chief Financial Officer (age 60)
Appointed tothe Board in July 2012

Committee membership Group Executive

Skills and experience- Prior tobeing appeinted Cief Financial Officer
of London Stock Exchange Group Dawvid was CFOof NASDAQ OMX from
2001 10 2009 and Senior Adhisor Lo the NASDAD CEC from 2011 to 2012
He was Chief Financial Officer at Long Island Power Authority of NY from
1998 to 2001 Deputy Treasurer of the State of Connecticut from 1995 to
1998 and a Vice Presiient at C5 First Boston from 1988 to 1995

COther current appointments. None

Paoto Scaronl

Non Executive Deputy Chainman and Sentor
Independent Director (age 67)

Appointed 1o the Board in October 2007

Committee membership: Reruneration Normination

Skills and experience Paoto was CEO of enu from May 2005 to May
2014 and was also previcusly CE0 of Pulangton ple from 1997 10 2002
Non Executive Drector of BAE Systerns ple from 2000 to 2004 and of
irvensys plc from 2001 to 2002 He was alse CEQ of Enel from 2002 o
2005 Non Executive Director of Alance Umichem ple from 2002 to
2005 and then Chairman from 2005 Lo 2006

Other current appolntments Paolo is currently Non Executive
Director of Assicurazioni General Veoha Ervironnement Fondazione
Teatroalla Scala and Member of the Board of Overseers of Colurmbia
Business School

Xavies Rolat

Group Chief Executive Officer (age 54)

Appeinted to the Board 10 March 2003 and appointed
Chief Exacutive n May 2009

tommittee membership Group Exetutive

Skills and experience Xavier was asemor Executive at Lehman
Brathers from 2000 to 2008 and latterly Chief Executive Officer of
Letiman in France Prior to Lehman Brothers be held senor positions.
at Dresdner Klewwort Benson from 1937 to 2000 Credit Swisse First
Boston from 1994 to 1996 and Goldrman Sachs from 1984 16 1994
Other current appolntments Xavier1s a memnber of the HM Treasury
Financial Services Trade and Investment Beard a member of the
Colurnbia Business School Board of Overseers and an Hongrary Fellow
of the Chartered Institute for Securities and lrvestrments FSC! (Hon)

Raffaeie Jenuaind
Exectrtive Director {age 53)
Appointed tothe Board i June 2010

Committee membership Group Executive

Skills and experience- Chief Executve Officer of Borsa Itahana
SpA wvice Cha rrnan of Monte Tuoh andd Dnrector of Camital Markets
of London Stock Exchange Group He is also Vice Chairman of M15
and CC&G aDector of Monte Titok and Institore of the LSEGH (Jtaly)
group of compames Pricy to yowrung Borsa Italiana in 1998 be was
Head of Trading for [1ahan Fued Incorne at Credit Swnsse First Boston
from 1993101998 From 1996 he wasa member of thewr proprietary
trading groupin Londen From 1997 to 1998 he was aDirector of MTS
Sp A representing Credit Suisse Fyst Boston and from 198210 1993
he was head of trading for the fixed weome and denvatives divasions
atCimo S pA inMian

Other current appaintments Raffaele 15 a venture partner of the
Adwvisory Cormmuttee of Atfantic Capital Partners GrbH
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Jacques Rigrain
Non Executive Director (age 60)
Appointed to the Board in May 2013

Committee membership Audit

Skills and experience Chairrman of LCH Clearnet Group Limited and
adirector of Qatar Financial Centre Authonty Previousty hewas a
Non Executive Director at Resolutian from 2010 to 2012 and CEQ

of Swiss Re from 2006 to 2009 having joned in 2001 as Head of
Financial Services New York. Prior to this he spent 20 years from
1981 10 2001 with 1 P Morgan Chase, working n the Kew York, London
and Paris offices and holding a nurmber of semer roles including Head
of Global Health & Chermicals Co Head of Global MEA and Co Head
Chent Management

Other current appointments He 15 a Supervisory Bodard Member

of Deutsche Lufthansa and Swiss Internabonal Arines He s also

a Supervisory Board Mernber of LyondeliBasell NV a Non Executive
Duector of WPP pk: and serves as a Senlor Advisor at Warburg Puncus

Stuart Lawis
Non Executive Director (aged 48)
Appointed to the Board in June 2013

Committee membership- Risk

Skills and experience Chief Risk Officer and Member ofthe
Management Board at Deutsche Bank AG where he previousty
held semor roles From 1992 to 1996 heworked at Cred t Sursse
Finaneial Products i Credit Risk Management and from 1990
to 1591 at Continental Ilinols Natienal Bank

QOther current appointments None

Joanna Strields 0BDE
Non Executive Director (aged 51)
Appomted to the Board with effect from 17 January 2014

Committee membership-None

Skills and experience Veteran technotogy executive and
entrepreneur Ln October 2012 she was appowted by the Prime Minister
tolead the UK Government s Tech City UK, previously served as its CEQ
andis now Charman She s also UK Ambassador for Dngital Industries
Pror to this she leq interngtional expansion for Facebook as Vice
President and Managung Director and she held executve posihons at
Time wamer/aol Inc, inchuching President of People Networks after the
acquisition of Bebo where she served as CEQ She was also Managing
Dhrecter at Google EMEA Vice President and Managing Drector at
Detru Inc VP and Manaqing Durector EMEA at RealNetworks and
CEQ of Veon ine a start upshe built and led to its acquisition by Philips
NV Joanna started her career i Siicon Valieyn 1989 at EFI Incand
over the next decade. held various executive rolas.

Other current appointments Joanna s a Non Executive Directer
of TalkTalk Telecom Group Plcand serves on the Mayor s Loridon
Smart Board

Sharyy Courtu CBE
Non Exetutive Director (age 50)
Appuointed to the Board with effect from 17 January 2014

Committee membership- None

Skills and experience Non Executrve Director of Cambndge
Temperature Concepts Cambnidge Assessment Cambridge University
Press Raspberry Pi and Artfinder Sherry was an investor and a
Dxrectol of New Energy Finance from 2006 to 2009 and was a

Non Executive Director and Senior Independent Director of AM Pic
from 1998 10 2007 where she also served as Chairman of the
Remuneration Commttee and as a member of the Audit Committee
From 2006 te 2010 Sherry was a Trustee of NESTA Natwonal
Endowment for Seience Technology and Arts In 1995 Sherry
founded Interactive [nvestor international and served asCEO and
Cha rrrian from 1995 te 2001

Other current zppointments Sherry currently serves on the
Advisory Boargs of Linkedin com Care com and 15 an external
member of the University of Cambndge finance comrttee

Andraa Munari
Non Executive Director (age 51)
Appointed to the Board 1 October 2007

Committes membership- Risk

skills and experience CEO of Credito Fondiano SpA Andrea was
previously General Manager of Banca iMI the investment arm of
Intesa Sanpaolo Group from March 2006 to Decernber 2013 Hewas
also previcusly Manaqing Director of Morgan Stanley Fixed Inceme
Dr1sien and CED and General Manager of Banca Caboto (now Banca
1M1} In addition he was a Dwector of MTSSp A from 2003 to 2005
andof TLX Sp A frorn January te September 2007

Other current appolntments None

Massimo Tonond
Non Executive Director (age 49)
Appownted tothe Board 1n September 2010

Committee membership- Audit Normination

Skills and experience Charmanof Borsa ltaliana S p A and was
previously Partner and Managing Durector in the investment banking
dwvision of Geldman Sachs from 2008 to July 2010 While at Geldman
Sachs he played a sernor role in bustness devetoprment and the
execution of vestment banking transactions throughout Europe
From 2006 to 2008 he was Treaswry Undersecretary at the ltalian
Mimstry of Ecorkwny & Finance i Rome

Other current appointments Massimo {s currently a Non Executive
Durector af Sonn S p A and Chawrman of Prysmian 5 p &

P >

Paul Heiden

Non Executive Director and Chairman of the
Audit Committee (age 57)

Appointed to the Board in Juna 2010

Committee membership Audit {Chairy Risk

Skills and experlence Non Executve Chawman of Inteligent Energy
Holdings ple and was previously Chatrman of Talans Topca Lirmited
from 2009 ta 2012 Kon Executtve Director of United Utdiies Group
ple: froery 2006 to 2013 and Chief Executrve Officer of FKI ple from
2003 to 2008 Paul was an Executve Duectos of Rolls Royce ple from
1997 10 1999 and Group Finance Director from §999 1o 2003 He has
also had previous seruor finance roles at Hanson ple and Mercury
Communications and was a Non Executlve Durector of Bunzl plc
from 1998 to 2005 and Filtrona plc from 2005 1o 2006

Other current appelntments Paulis a Non Executive Drector of
Meqqitt plc

Stephen 0'Cornor
Noxv-Exircut ive Director and Chairrman of the Risk Committee (age 52)
Appanted tothe Board 1n June 2013

Commiitee membership: Risk [Chain

Skills and experience Chairman of the Internationai Swaps and
Derlvatives Association a position held since 2011 having been
appointed asa Non Executive Directorin 2008 Previously he worked
at Morgan Stanley in Lenden and New York from 1988 to 2013

whera he was a member of the Frxed [ncorme Management
Camrrittee and held a nurmber of senwor roles nclud.ng Global Head
of Counterparty Portfolio Management and Global Head of OTC Client
{ieanng Stephenwas amember of the High Level Stakeholder Group
for $he UK Government s review of the Future of Computer Trading in
Financial Markets Hewas a Non Executive Director of OTC DervNet
Ltd from 2001 ta 2013 and was Chairman from 2001 1o 2011

Other current appointients Mernber of the US CFTC Global Markets
Advisory Commuttee and ¥ice Charman of the Financial Stability
Board s Market Particypant s Group on Financial Benchmark Reform

Robart Webb §C

Non Executive Director and Chainman of the
Remuneration Committee (age 65)
Apponted to the Board 1n February 200t

Committee membership- Remuneration {Chatr} Nominaticn
Skilts and experience- General Counsel of Rolts Royce pic

Robert was Chatrman of Autonomy Corpovation ple from 2009 to
2011 and of BEC Worldwide from 20090 2012 He served as General
Counsel of Btish Arways from September 1998 1o April 2009 where
he wasrespansible for law Government affairs safety secuntty and
risk managerment Robert was a Nen Executwe Dwector of Argent
Group ple from 2008 to 2012 and of the Emerqing Health Threats
Forumfrom 2006 to 2012 He wasalso Chairman of Sciemus Ltd
from 201010 2011 He was Head of Charnbers and a practising QC

at 5Bell Yard London from 1988 to 1998

Other current appointments Non Executive Director of the
Holdingham Group Ltd He s also 3 Bencher of the Inner Temple

a Trustee of Comnic Relwef and ef the Migratory Salmon Fund
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Corporate governance

The Corporate Governance Report which follows is intended to
give shareholders an understanding of the Group's corporate
governance arrangements and how they aperated during the
year ended 31 March 2014, including how the Group complied
with the principles of the Code

Changes to the Board and succession plarming
1and the Board have continued to work to ensure that the halance of skills
and experience on the Beard remains appropnate

Duning the financial year ended 31 March 2014 the Company made a number
of appointments to the Board Jacques Aigrawn Chawrman of LCH Clearnet

was appomnted on the completion of the acquisition of a majonty stake in

LCH Clearnet and confirmed by shareholders at the AGM on 18 July 2013
Stuart Lewis Stephen O Connor Sherry Coutu CBE and Joanna Shields OBE
were all appointed as Non-Executive Directors duning the year following the
engagement of external recruitment consultants A shorthst of candidates met
with the Charman Chief Executive and a selection of Non Executive Directors

Mr Lewis and My O Connot each have experience in credit and market

nisk and thewr appointments reflect the sigmhcant and growang proportion
of the Group s averall business that post trade and nsk management

now represent Additionally both Ms Coutu and Ms Stields have broad
international management expenence and n particular deep knowledge
of the information technology sector reflecting the Groups continued focus
on delivering innovative technology solutions toits customers around

the world as well as its ongoing commitment to supporting entrepreneurs
and small and medium-sized businesses (SMEs) to hind appropnate and
sustainable financing solutions The collective expenence of our new
Non-Executive Directors deepens the overall skills experience and diversity
of the Board Confirmation of each of therr appointments will be sought at
this year s AGM

Baroness (Janet) Cohen Sergto Ermotti and Gay Huey Evans have stepped down
from the Board The Board 15 grateful to each of them for thewr contiibution

Board focus

The Board has continued to oversee the Group's strategy nisk framework
financial performance and Board succession planning Further detail on
matters considered by the Board can be found on page 58

The Board has alse continued 1ts programme of visiting its overseas
businesses and meeting local management The Board carmed out a tnip
to Milan (the main office of Borsa Itahana) in September and March to hold
its regular meetings and meet with customers and stakeholders

Diversity

[ stated last year that the Board was focused on ensuring the balance of

1ts membership reflected dversity of experiences business backgrounds
nationahties and gender recognising the benefits this brings to the Group
The Board appomntments made during the year reflect this focus The female
appomntmerts also reflect the Board s ongoing commitment to strengthening
female representation at Board level mcleding requesting headhunters to
ensure that a sigruficant proportion of Board candidates are fernale

Board effectiveness

This year the Board carried out an internal review of its own effectiveness
The process and Aindings are descnbed on page 61 Following this review
I am satisfied that the Board continues to perform well

Investor engagement

Shareholder engagement and support remain central to our planming and
thinking This was agamn particularly important in another year of corporate
activity We have a comprehensive investor relations programme which 1s
described in more detail elsewhere in the Corporate Governance Report
The Board recewves regular updates on shareholder feedback at each of

its meetings 50 that it 15 aware of shareholders views and corcerns
Shareholders are also offered the opportunity to meet with the Serior
Independent Director the Charman of the Remuneration Commitiee

and the Chatrman as appropnate

Chris Gibson-Smith
Chawrman




Governance Corporate governance

57

Corporate governance report

Complying with the provisions of the Code

The Group 1s committed te igh standards of corporate governance

and business integnity in all of s activities Throughout the year ended
31 March 2014 the Company has complied with all provisions of the

UK Corporate Governance Code (“the Code®) other than for a penod
following the resignations of Sergio Ermotti and Gay Huey Evans when
the Remuneration Committee compnsed two Independent drectors and
the Chawrman Sherry Coutu has since the year end been appointed to
the Commitiee

The Code sets out guidance in the form of main principles and more specific
provisions for good governance i relation to Board leadership effectiveness
accountabihity remuneration and relations with sharehclders The Code
applies 1o all companies with a prermum listing of equity shares in the UK
and requires companies to disclose 1 relation to the Code how they have
apphed its mamn principles and whether they have complied with all relevant
provisions throughout the year Where the relevant provisions have not
been comphed with companies must provide an explanation for their

non comphance Further information on the UK Corporate Governance Code
can be found on the Financtal Reporting Council s website at www fre org uk
This Corporate Governance Report forms part of the Corporate Governance
Staternent on pages 98 and 99 of the Directors’ Report

Board of Directors

Role of the Board

The Board 15 the principal decision-making forum for the Group and s
responsible to shareholders for achieving the Group's strategic objectives

and delivering sustainable growth in shareholder value Directors act ina way
they consider will promote the long-term success of the Company for the
benefit of shareholders as a whole with regard to the mterests of the Group s
employees the impact of the business on the community and environment
and the interests of stakeholders The Board has adopted a formal schedule of
matters specifically reserved to it Key matters reserved to the Board are set
out i the table opposite

Key matters reserved to the Board
The Board maintains a hst of matters reserved to1t including

Strategy and — Responsitihty for the overall oversight of
Management the Group tncluding approval of the Group s
long-term objectives and commercial strategy
— Approval of the Group s annual operating
and capital expenditure budgets and any
material changes
— Rewview of performance n ight of the
Groups strategy objectives bustness plans
and budgets

Contracts — Approval of sigmficant acquisitions
and dispesals

Structure and Capital  — Changes relating to the Group s capital
structure and major changes o the Group s
corporale structure

Financial reporting — Approval of financial statements

and Controls

Internal controls — Ensuring mamntenance of a sound system
of internal control and risk management

Board membershup — Ensuning adequate succession planning

and other for the Board and senior management

appointments —— Appointments to the Board following
recommendations by the Nommation
Committee

Remuneration — Determimng the remuneration of the

Non Executive Directors subject to the
articles of association and shareholder
approval asappropnate

— Undertaking a fermal review annually of
1ts own performance that of 1ts commttees
and indwvidual directors and determining the
independence of directors

Corporate Governance

The Board also views the brands and reputations of its subsidiaries as
important assets of the Group and accordingly protection of the brand
and reputation of the Group and its subsidiaries including ensuring that
subsidianes continue to meet tocal regulatory requirements 1s also a key
part of the Board s role

Theroles of Charman and Chief Executive are distinct and separate with a
clear dision of respansibiltties The Chawrman 1s responsible for the running
and leadership of the Board and ensuring its effectiveness The Chief
Executive has delegated authonty from and s responsible to the Board

fer managing the Company s bustness with the power for further delegation
ntespect of matters which are necessary for the effective running and
managerment of the business The current key responsibilittes of both

the Chairman and the Chief Executive are set out on page 59
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Matters considered by the Board in FY2014

Each meeting Annually

Throughoist the year

Reports from the Chief Executive on performance  Health and safety
n each of the busmess areas together with Risk
Regutation Legal HR and Strategy

Monitering the progress of integrating LCH Clearnet
Into the Group

Reports from the Chief Financial Officer on the Three Year Business Plan and
financial performance and position of the Group annual Budget
mvestor relations activity and Treasury matters

Discusston and approval of Group strategy

Updates from the Board cornmittees Off-site strategy day

Detalled consideration and approval of the acquisition by
Borsa itahana of a majonty stake m EWOTLASIMSp A

FCAs nisk mitigation programme together
with a presentation by the FCA

Considening the LSEG Balarnice Sheet and changes to the
Group s Financial Risk Model

Evaluation of Board Effectvenass

Discussion an the implementation of the Enterprise-wide
Risk Management Framework and related policies

Review of independence of Directors
pursuant to the UK Corporate
Governance Code

Approval of the Group Risk Register and Risk Appetite

Review of quarterly financial forecasts and funding
of acquisitions

Executive and Non Executive succession planning
including the appointment of new Non-Executive Directors

Presentations on the Groups approach to risk management
m current financial markets

Revtew and approval of full year and interim results and
quarterly [MS pnior to market release

Discussion and approval of the change of the Group s
accounting reference date to 31 December
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Key responsibilities Board meeting attendance in the year ended 31 March 2014
Chairman
—- Acts as an independent Non-Executive Director and chairs the Board Scheduled ad hoc _ Strategy Day Total
of the Company Chnis Gibsan Smith 6/6 373 11 10410
~ Forges an effective Board as 1o composition skills and competencies Xavier Ralet 6/6 2/3 111 Y
Raffaele Jerusalmi 6/6 33 11 10710
— Ensures n collaboraticn with the Chief Executive that the Board
David Warren' 6/6 373 1A1 10/10
considers the strateqic 155ues facing the Companyy 1n a timely manner paolo’S o
and 15 presented with sound mformation and analysis appropriate to 2010 Scaront 6 33 o 9/10
the decisions that it 1s asked lo rnake Paut Heden 6/6 23 n 9/10
Andrea Munart 6/6 2/3 171 9/10
— A;ts as alsoundln?hMard for the CI:lef (Eiilecutllve and tprcf)\.tr:tlieé general Massimo Tonont /6 23 m 8110
adwvice relating to the management and development of the Company s Robert Webb 516 o " 810
business and
lacques Aigrain! 6/6 33 11 1010
— Supports the cammercial activities of the Company by mnter aha Stephen 0 Connor? 5/5 213 i 819
maintawing contact with the Company s key stakeholders and Stuart Lawis? L5 274 ot 619
maintaimng dialogue with other mdustry participants Joanna Shields OBE? 12 _ " o
Coutu CBE? 2/ ~
Chvef Executive ISJ:ree[:‘:orzuwl:m left the Board : = =
— Formulates the strategic direction of the Company and periodically in the year 31 March 2014
agrees this with the Board Sergio Ermotti¢ 212 113 - 35
-— Ensures proper financial and business control 15 exercised within Baroness {Janet) Cohen* 212 113 - s
the Company Gay Huey Evans* 172 213 - 35

— Chays the Executive Commitiee

— Ensures there 15 a clear management structure with appropnately
delegated responsibilities staffed by suttably expenenced and
quahfied staff

— Ensures approprnate reporting and commurication systems are
estabhshed across the Comparny

— Ensures key performance objectives are set for all operational
departrnents action plans and budgeiary controls are established and
where necessary corrective action 15 taken {0 maximise the performance
of the Company

— Ensures the Company s strategy and values are effectively understood
and apphed by management and staff and

— Ensures an appropriate 1isk management framework 1s in operation

Board and Committee meetings in FY2014

The Board held six scheduled meetings three additional meetings on short
notice and a dedicated off-site strategy day On a number of occasions
throughout the year the Chairman met Non-Executive Directors without the
presence of Executive Directors The Charman and Non Executive Directors
also meet without the Executve Directors at the start of each Board meeting
to discuss the business of that meeting and other 1ssues Throughout the
year the Chairmnan also met with Non Executive Directors indmadually to
discuss business-related matters

1 Jowned the Beard on 1 May 2013

2 Joined the Board on 12 june 2013

3 Juined the Board en 17 January 2014
4 Lefrthe Board on 1B July 2013

when arranging meetings on short notice every attempt 1s made to
accommodate Dwrectors diaries however nevitably not all Directors are
able to attend all such meetings The majonty of meetings where Directors
have been unable to attend were the three addiional meetings catled on
short notice

When Directars have not been able o attend meetings due to conflicts in
thetr schedule they receved and reviewed papers to be considered at the
relevant meeting Where they had comments gt concerns on the matters to
be discussed they provided these to the Chawrman of the Board or Committee
n advance of the meeting The Chairman of the Board engages with Directors
between Board meetmgs to discuss business and strategic 1ssues
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Directors have the benefit of indemmity arrangements from the Company tn
respect of habtlities incurred as a result of ther office and execution of their
powers duties and responsibiitizs The Company mantained a Directors’
and Officers hability nsurance policy throughout the year ended 31 March
2014 This pohcy covers the Directors for any such habilities in respect of
whch they are not indemmnified by the Company and to the extent to which
1t has mdemmfied the Directors also covers the Company This msurance
cover has been renewed Neither the Company s indemmty nor insurance
provides cover for a Director in the event that the Director 1s proved to have
acted fraudulently or dishonestly

Board balance and independence

There 15 a strong non-executive element on the Board and the Non-Executive
Directors provide deep corperate expenence and knowledge which they apply
to thew understanding of the Group and its strategy

The Board consiclers that the Directors possess a strong range of business
experence and that the Board has the nght mix of skills and expenence gwven
the Group s increasing diversification scale and veach The Board considers
that the appropnate balance of skills and expenence 15 best acheved by
balancing continuity of experence and new joiners and alsc by drawing
Directors from a wide range of backgrounds, including in the financial
markets in which the Group operates and 1 broader business

]
Non-Executive Director Changes
The following changes have taken place over the past 12 months
— the appomntment of Jacques Aigrain (Non-Executwe Director) on
1 May 2013

—- the appointment of Stuart Lewis and Stephen G Connor
(Non-Executive Directorsy on 12 June 2013

— the appomtment of Sherry Coutu CBE and Joanna Shields OBE
(Non-Executive Directors) on 17 lanuary 2014, and

— theresignation of Baroness (Janet) Cohen Sergio Ermeth and
Gay Huey Evans (Non-Executive Duectors) on 18 July 2013

It 15 hikely that the Board will continue to include Non Executwe Directors with
current or recent experience in financial markets as the Board believes it
benefits from this expertise The Board also believes that the Group benefits
from having direclors with a mixture of tenures and backgrounds

The Board has concluded that all Non-Executive Drrectors are independent

m character and judgernent in assessing each Dwector the Board considered
whether there are relationships or circumstances which are likely to affect

or could appear to affect the Director s jJudgemnent

The Code requires a company to stateits reasans if it deterrmines that a
director 15 independent in certain circumstances including where a director
indirectly has a matenal business relationship with the Company as a cirector
of a body that has such relationshup with the Company or has had in the
last three years and where a director has served on the Board for more than
nINe years

Jacques Aigramn 1s currently Chairman of LCH Clearnet Group LCH Clearnet
Group 15 a non-wholly owned subsidrary of the Company with whom the
Company has a matenal business relationstup Mr Algrain bnings vast
expenence N the area of post trade which greatly asststs the Board Following
the departure of LCH Clearnet Group s CED Ian Axe Mr Aigrain was appointed
as Executive Chatrman from October 2013 to 3 February 2014 During this
period Mr Aigrain did not participate in the Company s Executive Committee
It was felt that Mr Aigrain s appointment to this role on a temparary basis was
the best way tomanage any nisks following Mr Axe s departure Any potential
conflicts of interest ansing as a result of Mr Aigrains appointment to the
Board are governed by the terms of a conflicts memerandum of
understanding between LCH Clearnet and the Company

Andrea Munarn was untl 31 December 2013 employed by Intesa San Paolo
which 1s a customer of the Group While the Company values its relationship
with Intesa as a customer given the size of Intesa it 1s believed that Intesas
relationship with the Company and its subsidiaries 1s not matenal to Intesa
The Board benehis greatly from Mr Munan s current expenence in financial
markets and the Risk Committee also benefits from Mr Munan s expenience
of niskin a financial services company

Stuart Lews 1s employed by Deutsche Bank AG which 1s a customer of

the Group While the Company values its relationship with Deutsche Bank

1t 15 believed that Deutsche Bank s relationship with the Company and its
subsidianes 15 not matenal to Deutsche Bank Additonally given his role as
Chief Risk Officer Mr Lewis does not workin an area of Deutsche Bank which
has customer relationships with the Group

Stephen O'Connor was until June 2013 employed by Morgan Stanley
whtch1s a custormer of the Group While the Company values its relationship
with Morgan Stanley 1115 believed that Morgan Stanley s relationship with
the Company and its subsidiaries 1s not matenal to Morgan Stantey

Inparticular n the case of Mr Lewis and Mr O Cormor following the
acquisition of a majonty stake in LCH Clearnet the Board beheves it 1s
impoertant to have members who have current or recent experience in
credit and market risk
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Robert Webb has served on the Board since 2001 The Board considers
that an indwiduat s ndependence cannot be determined arbitranly on
the basis of a particular penod of service The Board also benefits from
s expenience and knowledge resulting from the length of his service as
well as s wader business experience

In line with the Code all Directors are sutyject to annual re-election

Directors who retired during the year

Baroness (Janet) Cohen and Sergio Ermotti who each retired from the
Board on 18 July 2013 were considered by the Board to be independent
throughout the year Baroness (Janet} Cohen had served on the Board since
2001 and Mr Ermotti was CEO of UBS Group which 1s a customer of the
Group Given the size of UBS and the large number of markets in which it
operates its relationship with the Company1s not matenial to UBS Inthe
case of Baroness (Janet) Cohen as set out previously the Board considers
that an individual s independence cannot be deterrmined artitrarily on the
basis of a particutar pertod of service

Board effectiveness and leadership

The Board carned out an internal review of its own effectiveness and that of
its cormmittees and dwectors The Board has carned out effectiveness reviews
since 2005 and has acted on the results of each review

The evaluation process was conducted by the Group Company Secretary
using a detailed questionnaire The reviaw alsoincluded a separate
assessment of the Chawrman s performance with feedback provided o
the Chairman

The results of the review were used to tughlight areas of strength and weakness
assist in consideration of the future development of the Board 1ts Commuttees
and its indwadual diectors and further improve therr performance

Further to the discusstons ansing out of the 2013 review the Board identified
that the key area for Board development was ensunng that it had appropnate
skills to govern a more diversified Group which included a greater number of
post trade assets The Board recruited members with expenience in nsk and
clearing {Mr Aigrain Mr Lewis and Mr O Connor) together with information
technology (Ms Coutu and Ms Shields) The Board also constituted separate
Audit and Risk Commuttees (previcusty combined) to reflect an even greater
focus on nisk The Board has also receved regular updates and trammng in
relation to CCP nisks Given these substantial changes during the year the
2014 board effectiveness review concluded that the Board 1ts Committees
and its indwidual directors were working effectively and did not identify any
significant issues The Board will continue to evaluate its effectiveness
annually and address any actions

Board development

Each new Director Joining the Board 15 provided with an induction programme
covenng the key business areas of the Group Directors are provided with key
documents including strategy documents past Board papers an overview
of the business including the regulatory framework within which the Group
operates and information on directors responsibilities under the Listing
Rules Additionally Directors meet with executives from throughout the
Group to better understand each of the business areas together with the
Group s governance and financial and legal framework Directors have access
tondependent professional advice 1f they Judge 1t necessary to fulfil their
responstbilities as directors

Directors are encouraged to continually update therr skills and knowledge

of the business and briefings are given at Board meetings on particular parts
of the bustness Dunng the year the Board also continued its practice of
undertaking formal visits toits overseas businesses so that the Directors can
expernience first-hand key aspects of the Group’s operations

Conflicts of interest

The articles of association allow the Board to authense confhcts of interest
that may artse and to 1mpose such hmits or conditions as 1t thinks fit

The Company has established procedures whereby actual and potential
cenfhcts of interest are regularly reviewed appropnate authorisation is
sought prior to the appomtment of any new Director and new conflicts are
dealt with The decision to authorise a conflict of interest can only be made
by non-conflicted Dhiectors and 1 making such decision the Directors must
act n a way they consider 1n good faith would be most likely to promote
the Company s success Potential conflicts of interest ansing as a result of
Jacques Aigramn s appointment to the Board are governed by the terms of a
conflicts memorandum of understanding between LCH Clearnet Group and
the Company The Board believes that during the year ended 31 March 2014
these procedures operated effectively

Board Committees

The Compary ensures that all Cornmuittees are provided with sufficient
resources to undertake ther duties All Committees have written terms

of reference which are available from the corporate responsibility section
on the Company s webstte at wwwiseg com o1 on request from the Group
Company Secretary

Remuneration Committee
Detatls of the Commuttee’s remit and activities are set out n a separate
Remuneration Report on pages 70 97

Audit Committee
Details of the Comrrittee s remit and actmvities are set out 1n a separate
Audit Commuttee Report on pages 66-68

Risk Committee
Details of the Commttee s remit and activities are set out in a separate
Risk Commuttee Repaort on page 69

Nomination Committee
Detalls of the Commmttee s rermit and activities are set out 1 a separate
Nomination Committee Report cn page 65
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Risk Management and Internal Control

The Board has overall responsibility for the risk management framework

and for ensuring that managernent mantains an adequate system of
internal control appropnate for the Group s business and the risks to which

1t is exposed The Audit Committee and the Risk Committee assist the Board
in discharging this responsibility by reviewng and assessing the Group s

nsk framework systems of nternal controts and nsk management process
The Company has implemented a three lines of defence governance model
Under thmis model executive management 1s the fust ine of defence and1s
responsible for desigming operating and mortorng the system of internal
controls The systemn of intemal controls 1s designed to manage the busmess
within the Board s nisk appetite rather than ehmmate the nisk of failure to
achieve the Group s objectives and can only provide reasonable but not
absolute assurance agamst material srusstatement or loss fraud or breaches
of laws and regulations

Risk management and compliance constitute the second Ine of defence
and define the sk management framework to keep the business actmvities
within the Group s nisk appetite Finally the internal audit function prowides
the independent assurance on controls nisk and governance as the third line
of defence The systern of internal controls 1s amended as appropriate in
response to changes in the Group s business and assoclated nsks The key
elernents of the Group's systerns of internal controls are described below

Further detall on the Group s sk management oversight can be found at
pages 44 47

Drganisational structure
The day to day running of the Group 1s managed by an Executive Committee
which s chaired by the Group Cheef Fxecutive Gfficer The Group operates a
matrix structure destgned to optimise resource allocation and orgamisational
capacity Each Executive Committee member is responsible for one of the
Group's operating divisions or a major area of strategic importance and each
iegal entity 15 responsible for engaging with locat regulators and ensuring
regulatory compliance The Executive Committee meets regularly to review
business and financial performance nsk exposure and to approve key
decisions The Executive Commuttee 1s supported by three mamn commitiees
— The Financial Risk Commmittee, chared by the Group Chief Financial
Officer which 1s responstble for monitoning the financial sk exposure
including hquichty and counterparty nsks of the Company and to make
recommendations to the Executive Committee and to the Risk
Committtee for changes tots nsk appetite or hmits

— The New Product and Market Commuttee chaired by the Group Chief
Risk Officer which 1s responsible for the review of propesals te launch new
products or expand its activities mto new markets

— The Operational Risk Committee, chaired by the Group Chief Operating
Officer monutors the adequacy of the controls in place to manage key
operational Tisks across the Group

Under the matrix structure lines of responsibility have been clearly defined
and an appropniate framework of delegated authonties 1s in place The Group
continues to monitor the functioning of and iImplement improvements to (ts
nisk management framework to ensure t 15 fit for purpose for its new size and
current ambitions

Risk management framework

The nisk management process 1s governed by a Board-approved Enterprise-
wide Risk Management Framework which was implemented last year
Executive management 1s accountable for nsk identification analysis
evatuation mitigatton momtoring and reporting ints area wathin the
framework established by the Board A combined bottosm-up and top-down
nsk managerment approachis adopted with nisks identified at a business

unit dwisional and Group level Drastonal and legal entity nisk profiles are
reviewed by the Risk Cormmittees of the Executive Committee and the Groups
consohdated nisk profile 15 renewed by the Executive Committee and reported
to the Risk Committee three imes a year In FY14 1t was reviewed by the

Risk Comrmttee twice as the comrmttee was only established in Septernber
It was also reviewed once by the Audit and Risk Committee before the change
incommittee structure The Group nsk profile 1s reviewed by the Board at least
every six months following an updated assessment of the nisk management
process by both the Audit Cemmittee and the Risk Comritee

Each Group 1isk 15 owned by a member of the Executve Commitiee who s
responsible for managmng or rmtigating the nisk to a level wathin the Groups
risk appetite Executive Committee members present their divisions nisk
management processes and latest risk registers to the Risk Commuttee every
six months on arotational basis On a semi-annual basts a dwvisional internal
control and nsk management self-certification process 1s also performed
Each business umt 15 required to confurm that it15 1 comphance with the
Groups policies and governance procedures Any exceptions are reported

to the Audit Commuttee and to the Risk Committee Internal audit provides
reqular reports to the Audit Committee on the adequacy and effectiveness
of the Group s systern of internal controls and the Group's nsk framework

An overview of the principal nsks and uncertainties of the Group 1s provided
on pages 48-53
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Risk Appetite

The Board sets an overall nsk appetite for the Group for each of s risk
categones (Strategic Financial and Operational) and aiso i six strategic
nisk objectives (see page 45 for further information on the strategic risk
objectives) The Risk Appetite Framework (RAF) 1s used to delegate the
Group Appetite down to the Group s component businesses Each area
of the business 1s expected o manage is exposures within risk appetiie
as approved by the Board

The Group defines an cverall nsk appetite as part of the exacution of the
strategic business ptan of LSEG while achieving its strategic risk objectives
(see page 45)

Strategic Rish

The Group acknowledges that strategic nisks could be driven by external
factors aver which the Group may have lrmited influence As aresult the
Group may have 1o accept the nsk exposure The Group wall manage these
risks 1n order to provide the best nsk reward option while mimrmising the
downside impact

Financiai Risk

The Group has liymted appetite to undertake actmties winch may impact the
delivery of its Ainancial plan or affect its abihty to meetits tquidity regulatory
capital or contractual requirements under extrerne but plausible market stress
scenarnos The Board has no appetite to breach the regulatory requirements
set out for the managerment of CCP fimancial nsks Group concentration imits
will respect each CCP s own limits and will be momitored accordingly

Operational Risks

The Group will maintain a governance framework and an effective system
of internal controls to mitigate 1ts operational nisks within its nisk appetile
limit The Group has zero nsk appetite for unethical behaviour

Policies and procedures

A framework of Group policies and procedures has been established for all
aspects of the Group s actwities supplemented by additional local policies
where appropriate The palicies are reviewed and updated on an ongoing
basis or at least once a year 1o reflect changes i the Gioups nisk profile
and appetite Key policies are emphasised in the employee induction
process and regularly reinforced through tasgeted traiming

Financlal Risks

Comprehensive financial reporting and review procedures are in place

with financial and key performance indicators reviewed against operational
budgets on a monthly basis at a group divislonal and business unit level
The CFO monthly management report used by the Executive Committee is
shared with the Group Board and any key 1ssues are reviewed at each Board
meeting [nvestment opportunities are evaluated followang a clearly defined
nvestrnent appraisal process The Financial Risk Commuttee and the New
Products (and Market) Committee dunng the year oversaw the nsks related
to entering new markets treasury capital investmnents and counterparty
risks The CCP counterparty investments and hquidity nisks are also overseen
by each CCP s own board and nsk commuttees As part of its remit the
Financial Risk Committee oversees the activities of the Group s Treasury
function through its Treasury Committee which 15 chawed by the Chief
Financial Officer The Treasury Committee operates wathin Beard approved
policy and meets regularly to review the management of the Group s credit
market and hquidity risks Further details on financial nsk management are
provided in note 2 to the accounts

Operational Risk

The Group manages and monitors operational nisks through the setting of nisk
appetite clear defimtion of roles and responsibilities policies and procedures
and through reporting of exposures The Group has in place an Operational
Risk Committee which 1s responsible for momitoning the Group s operational
risk exposure including controls that could have animpact on financial
reporting and ensunng nsks remain within appetite The Group has in

place key operational controls strategies that are overseen by the Business
Continutty Committee and Technology project committees These committees
meet on ategular basts and ensure the business cantinuity programmes and
the change management approach are aligned wath mdustry best prachice
and are fit for purpose for the operattons of the Group and of its subsicharies
Further detalls on operational risks are provided in note 2 to the accounts
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Regulatory menitoring

Regulatory and comphance nsks in the markets in which the Group operates
are monitored by locat compliance functions These regutatory teams work
closely with the FCA and the Bank of England in the UK CONSOB and Banca
dItahan ltaly ACPR and the Banque de France n France the CFTCin the
USA and other regulators in countries where we operate The comphance
functions are managed independently from the customer facing business
uruts and report on a regular basis to the Group Risk Committee and 1e local
and Group Boards

Internal audit

The Internal Audit function provides reliable objective and reasonable
assurance to management Audit Committee members Risk Commuttee
members and Group Board members on the adequacy and effectiveness
of the system of internal controls the governance model and the risk
management framework in place to manage risks wathin the Group s nisk
appetite and achieve the Group s business objectives As a thud ine of
defence the function has no operational respensibiities over the entities/
processes that it reviews

The independence of the internal audit function 1s achieved through

the following means

— the Group Head of Internal Aucht reports to the Chairman of the
Audit Committee of the Board and to the CFO for adrmimstrative
matters and has direct access to the Chawrman of the Board

— the Aucht Committee must be consulted on the appomtment
or the chsmissal of the Group Head of Internal Audit and

— the Audit Committee approves the annual budget for internal audit

Conclusion

The Board confirms that through the Audit Commuttee and the Risk
Committee 1t has reviewed the operation and effectiveness of the Group's
systern of internal controls throughout the year and up to the date of
approval of this Annual Report No significant failings or weaknesses were
dentified duning this review The Board 15 satisfied that the nsk management
process and system of mternal controls conform with the 2005 FRC s Internal
Centrol Guidance to Directors (formerly known as the Turnbull guidance)

Relations with shareholders

The Company conducts a comprehenswve Investor Relations (IR) programme
ensuring regular contact with existing and potential shareholders together
with sell-side analysts that produce investment research relating to the Group
The IR programme typically consists of meetings calls presentations and
nformation releases on a regular basis throughout the year based around
the Group s financial teporting calendar and following major corporate events
and news flow

The IR function reporting to the CFO 1s responsible for planning and
executing the IR programme and day-to day contact wath the market

The CEQ and CFO engage with nvestars through meetings and presentations
to discuss strategy performance and other matters The Chawrman

Sentor Independent Director and Chauman of the Remuneration Committee
are also available to meet major investors particularly to discuss corporate
governance and remcineration as requued Over the past year senior
management and the IR team held more than 280 meetings and calls

with shareholders and potential investors from around the world

The Board recewves a teport on [R matters at each of its scheduled meetings
including market expectaticns of financial performance share register
composition and feedback from major mvestors Sell-side analyst research
notes are crculated to the Board following publicatton The Group s corporate
brokers and a specialist IR adwvisory firm provide the Board with adwvice on
shareholder relations and share register analysis The AGM provides the
opportunity for all shareholders to meet Directors and to put questions
tothe Board and the procedures for the AGM are compliant with the UK
Carporate Governance Code Voling at the AGM 1s by way of a pall to ensure
all shareholders views are taken into account

The Investor Relations section of the Group's website www Iseg com

15 the pnmary source of regularly updated inforrmation about the Group
Annual and interism reports and accounts nterim management staterments
news releases, presentations and other docurnents are available on the
website together with a list of analysts producing research on the Company
and a summary of analysts forecasts of performance Presentations of
preliminary and intenm results are accessible by all shareholders via
webcasts in real time and also via replay for a period after the event




Governarnce Report of the Nomination Committee

65

Report of the Nomination Committee

Chris Gibson-Smith
Chairman of the Normination Cormmittee

The Nomination Committee members as at 31 March 2014 were
Chris Gibson-Smith (Chairman), Robert Webb, Paclo Scaroni

and Massimo Tononi The Committee’s role is to review the

size and structure of the Board, consider succession planming

and make recommendations to the Board on potential
candidates for the Board

Nomination Committee meeting attendance
in the year ended 31 March 2014

Total

Chnis Gibson Smith
Paclio Scaront
Robert Webb
Massimo Tonom

111
111
111
1/1

The Committee spent the majonty of its time during the year overseeing
the process for the appomtment of new Non Executive Directors descrnbed
elsewhere in the Governance Report The Commuttee agreed the role
descnption for the new Non Executive Directors and imerviewed candidates
for the vanous Non-Executive Director appoiniments throughout the
year The Committee members then gave feedback to the Charman
and recomimendations were made to the Board The Committee used
an executive search agency Spencer Stuart to helpdentify potential
candidates Prior to being engaged by the Company to carry out the
search Spencer Stuart carned out the Board Effectiveness Review n FY2012
The Committee also considered senior managerment successton planning

The Committee formally met once in the year Normnation Committee
mernbers alse held a number of informal discussions with the Chairman
during the year

Gender Diversity

The Board supports the Davies Review s conclusion that greater efforts should be
made i improving the gender balance of corporate boards and that quotas
for fernale Board representation are not the preferred approach

The Committee and the Board have sought to ensure that appointments
are of the best candidates to promote the success of the Company and
that appointments are based on ment, with due regard for the benefts of
dversity on the Board including gender {while also reeting the requirements
of the Equalty Act) Subject to these requirernents the Board made a
commitment wn 2013 to further strengthemng female representation on
the Board At Board level this has included requesting headhunters to ensure
that as far as practicable a sigrificant propartion of the long bist of candidates
are female Further to this comrmtment Joanna Shields OBE and Sherry
Coutu CBE were appointed during the year The Board s diversity policy can
be found at hitp /www Iseg com/about-london-stock-exchange-group/
corporate-responsibility/ethics-and-govemance

Chris Gibson-Smith
Chairman
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Report of the Audit Committee

Paul Heiden
Chairman of the Audit Commitiee

This report is intended to give an understanding of the role
of the Audit Committee in assisting the Board to fulfil its
oversight responsibilities for the system of intemal control
and the integrity of the Group’s financial statements

In 2013 the previous Audit and Risk Commutiee of the Board was
separated into two separate committees the Audit Comrmttee and

the Risk Commttee As the Chairman of the Audit Commuittee [ siton
the Risk Cormmittee in order to improve the coordination of information
between the two comrmttees The new set-up of the commuttees reflects
the growing importance of nsk management and the clear separation

of duties between the second and third hne of defence wathin the Group
This separatwn has increased the efhciency and effectiveness of

each commiitee

Priorities in the forthcoming year will include establishing a successful
working relationship with the new external auditor further aligming the
control environment of the Group s recent acquisitions with the LSEG
framework optimising the ccorcination with the Risk Commuittee and
reviewing the Committee s meeting arrangerments to further improve
1ts effectiveness

Paul Helden
Chatrman of the Audit Committee

Role and responsibilities of the Audit Committee

1 Financial reporting

The Committee recornmends the financial staternents of the Group to

the Board ncluding the annual and half yearly reports prelimmary results
announcements and any other formal announcement relating to its financial
performance reviewing the sigmficant financial reporting judgernents that
they contain

2 Internal controls and risk management systems

The Comrmittee keeps under review the effectiveness of the Group s system
of internal control and nsk management In order to do this the Committee
conswders reparts from ranagerment and the internal audi function
The Audit Committee makes recommendations to the Board regarding
the effectiveness of the Group's internal control and risk management
systemns and recommends to the Board the statements to be mcluded
in the Annual Report concerning internal controls and risk management
(in collaboration with the Risk Commutteg)

3 Extemnal auditors

The Committee oversees the relationshipwith the external auditor and meets
with the external auditor at the start of each Commuttee meeting without
management being present to discuss thew rermt and any 1ssues ansing from
ther audit The Commuttee reviews and approves the annual audit plan ensures ‘
that 1t 15 consistent wath the scope of the audit engagement and reviews the \
fincings of the audit with the external auditor The Committee ensures that the |
external audit services contract 1s put out to tender on a penodic basts in ne |
with existing best practices The Committee oversees the selechion process for \
new auditors and if an auditor resigns the Committee investigates the 1ssues |
leading to the resignatton and decides whether any action s required ‘

& Other matters

Treasury

The Committee with the Risk Commmttee reviews proposed changes Lo
the Group Treasury Policy approves the taking of any actions which fall
outside the scope of policy and considers material financing and treasury
transactions reserved for the Board ahead of review by the Board

Whistleblowing and fraud

The Comrmttee reviews the Group s amangements for its employees to raise
concerns i confidence about possible wrongdoing n financial reporting

or ather matters The Committee ensures that these arrangements atlow
proportionate and independent investigation of such matters and appropriate
follow-up action

Composition and meetings

The Committee meets the requirements of the UK Code It 1s comprised

of three independent Non Executive Directors who afl bring recent and
relevant financial expenence It 15 chaired by Paut Haiden who 15 a quabfied
chartered accountant with a career in a vanety of semor finance roles

The other members are Jacques Aigrain and Massima Tonom whao have each
previously held vanous executive management roles i financial institutions
(Baroness (Janet) Cohen and Gay Huey Evans both stepped down from the
Board and from the Audit and Risk Commuttee on 18 July 2013) The skills
and expenence of each Commitiee member are provided on page 55

The Group Chief Financial Officer Group Financial Controller Group Head

of Internal Audit Group Chief Risk Officer and the externat auditors are all
mwvited to attend all Audit Committee meetings Inaddition various other
managers are invited from time to time to present specific strategic 1ssues
relevant 10 the Commmittee s purview The external auditors did not attend the
Audit Commuttee meeting on 18 March 2014 as It was dedicated to the
selection of the new external audilors
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The Group Head of Internal Audit meets privately with the Committee at
the end of each Commitiee meeting without management being present

Attendance at Audit Comrmttee meetings in Fy2014!

Scheduted Ad hoc* TOTAL
Paul Heiden 33 111 L4
Jacques Algrain 373 1/1 4i4
Baroness (ranet) Caohen? 0/1 - 0/1
Gay Huey Evans? 171 - 111
Massimo Tonont 3/3 1/1 414

1 The Board appomnted separate audit and risk camrmittees an 18 July 2013 Prior 1o that date
the Board operated a combined Audit and Risk Commuttee
2 3 Baroness (Janet) Cohen and Gay Huey Evans each stepped down from the Board and the
Audit Committee on 18 July 2013
4 The ad hoc meeting was dedicated to Lhe selection of the external auditor on 18 March 2014

Activities in FY2014

The Committee maintains a formal agenda which ensures that all matters
for which the Commttee 1s responsible are considered at the appropriate
meeting During the year the Committee discharged its responsibiliies as
set in its terms of reference by performing the following

Financial matters

— Reviewed and approved key accounting judgements

— Reviewed and approved the half year and full year financiat results

— Reviewed the capital management policy

— Discussed the post completion planning of the LCH Clearnet acquisition
— Reviewed and discussed the Treasury update reports

— Reviewed and approved the goodwill imparments

— Reviewed and discussed management s view of comrmitments and

contingencies and the adequacy of the proposed disclosures

Internal controls
— Reviewed compliance with the UK governance code — internal controls
(including whistte blowing) at half year and year end

— Reviewed updates on internal audit plans
— Approved the three year internal audit plan (2013-2016)
— Reviewed reports on the performance of internal audit

— Reviewed group nsk reports

External auditors
— Rewiewed reports from the external auditor

~— Approved the services provided by the external auditor

— Rewviewed and approved the audit and non-audit fees

— Rewviewed the effectiveness of the external audhior

— Rewviewed and approved the Group audit plan

— Oversaw and approved the selection of the new external auditor
Other matters

— Assessed 1ts own effectiveness

— Reviewed and updated its own terms of reference

— Reviewed and discussed an update to the Group s business continuity
and cnsts management plans

— Reviewed and discussed the Annual Report and the procedures
implemented to ensure it 1s far balanced and understandable

Significant judgments in the Annual Report

Significant
judgements for

FY2014 How the Committee reviewed these matters

Goodwill imparment
assessment

The Audit Committee considered the approach and
methodology applied to measunng the impalrment
of Goodwill including the key assumptions for short
and long term grewth rates and the discount rate
used fer the Group s cost of capital As aresull a
reconsideration of appropriate cash generating units
in [taly was made and the Committee reviewed and
approved the changes proposed The Audit
Commuttee also considered various scenarios to
evaluate the impact of changes in assumptions on
the models tesults The impairment review was also
an area of focus for the external auditors who
reporied thewr findings to the Commttee As a result
of these activitias the Committee agreed that there
was ne impairment to be recordec in the Fy2014
accounts More detals can be found in nete 13

on pages 124 125

Going Concern The Audit Committee satished itself that the Group
has adequate financial resources for the future by
reviewing and challenging the Group s committed
funding and hquidity positions its ability to generate
cash fromits various activities the quatity of its nsk
management and its ability to raise externat funding
The Committee rehed on the detailed working capital
process the FY2015 Budget and the three year
busmess plan The Committee considered the
assurmnptions made by rmanagement in its evaluation
of future cash flows under stress including possible
mitigating actions under the control of management

The Committee subsequently recommended to the
Board the adoption of the going concern staterment
for inctusion in the Annuat Report and Accounts
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Significant
Judgements for
FY2014 How the Committee reviewed these matters

Recognition and The Audit Commmttee considered which method

measurement of was appropriate to recognise the goodwill for the

gocdwill oh acquisttions  acquisitions dunng the year that involved less than
100 per cent of the target by considering the key
cniteria used to make the determimatian Based on
discussions with management and the external
auditors the Audit Committee agreed that the fair
value approach should be used for LCH Clearnet while
the propertionate share method would be used for
the smaller acquisitions Results can be found in
note 28 on pages 136 and 137

Purchase price
allocation on
acquisitions

The Audit Committee satisfied itself on the vahidity
of the methodology to altocate the purchase price
for acquisitions based on detailed discussions with
management with the external auditor and after
consideration of the advice of external third party
valuations These discussions focused on the
reasonableness of the model and assumptions
used in comparison with best practices The results
can be found 1n note 28 on pages 136 and 137

The Audit Committee considered the facts and
circumstances surrounding commitments and
contingencies (n particular with respect to

LCH Clearnet It considered the nature of the
correspondence ang discussions which had taken
place and after due consideration the Committee
agreed that no provision should be recorded in the
FY2014 accounts

Commitments and
Contingencies

Report on external auditors

A breakdown of audit and non-audtt service fees paid and payable to the
external auditor for the year ended 31 March 2014 1s provided below and In
note 32 to the accounts on page 141

2014 2013
£Em £m
Audit services
Audit of parent company and consohidated accounts 05 02
Audit of subsidiary compames 11 Lo
Audit related assurance services 04 04
Other non-audit services
— Taxation 06 02
- Corporate finance 02 06
- Qther assurance services - 01
Total expenses 28 25

inthe year ended 31 March 2014 the majority of other non-audit services
provided by PricewaterhouseCoopers LLP were in relation to taxation
These services were mostly for compliance and VAT adwice for LCH Clearnet
and included other smaller tax-related projects

The Committee reviewed each of these wxdividua! appointments on their
ments prior to PricewaterhouseCoopers LLP being engaged {LCH Clearne
had engaged PwC to provide tax services pricr to the Group s acquisition of a
majonty stake These services were retrospectvely reviewed and approved by
the Char of the Audit Commuttee within the context of the Group policy)

The review process involved considening management's assessment of
— which accounting firms had the appropnate expenence and expertise
to undertake the work

— whether there were any conflicts of interest for
PricewaterhouseCoopers LLP

— whether the conflicts of interest that existed for other potential firms
which were advising other parties to the transactions or were auditors
of the other company could be appropriately managed and

~— the quantum of non-audit fees in the context of the overall audit fee and
relative sigmificance to PricewaterhouseCoopers LLP in the context of its
total chent fees

In each case the Audit Committee concluded on the balance of nisks

that the appaintment of PricewaterhouseCoopers LLP represented the
most effective secure and efficient way of obtaining the necessary advice
and services given its knowledge of our buswness and the Group s structure
and accounting and tax affairs together with its wider knowledge of cur
industry sector

The Group has also engaged other accounting firms on transactional
work dunng the year selecting the appropriate firms based on the
cntena above and the fees for these assignments are included alongside
PricewaterhouseCoopers and other advisers costs within the transaction
costs disclosed in note 7 te the accounts

In ight of the increasing diversification scale and reach of the Group and also
n hne wath the Corporate Governance Code and UK Competition Cornmissien
proposals regarding periodic tenders the Audi Commuittee agreed on 18
September 2013 that a tender process should be conducted for the position

of the Group s external auditor The Audit Commuittee reviewed and approved
the tender process governance and selection critena

As aresult of the tender the Audit Commuttee recommended to the Board
that Emst & Young LLP (EY) be appomnted as the Group s external auditor
Such appontment of EY will take place under the casual vacancy basis by
the Board shortly after the completion of the audit of LSEG s consolidated
accounts for the year ended 31 March 2014 by PwC and the appointrent
of EY will be recomrnended to shareholders for approval at the Annual
General Meeting n July 2014
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Report of the Risk Committee

Stephen O°Connor
Charman of the Risk Committee

This report {s intended to give an understanding of the role of
the Risk Committee in assisting the Board to fulfil its oversight
responsibilities for risk management and the adequacy of the
systems of internal controls in place to mitigate key risks

The Committee was estabhshed in September 2013 following a sphit of
responsibilities of the former Audit and Risk Cornmittee Frorn 1 Apnit

o September the Audit and Risk Commuttee considered the nisk matters
Dunng the year the Committee met twice and oversaw the implementation
of new frameworks systems and tools to manage the nsks of the enlarged
Group following the acquisition of a majority stake in LCH Clearnet This
ncluded the further roll-out and embedding of the Enterpnse-wide

Risk Management Framework introduced last year

In order to avoid potential duplication of coverage and more importantly

to reduce the potentiat for non coverage of important risk matters by either
the Audit or the Risk Commuittees the Committee membership includes the
Charman of the Audit Committee

Prionities 1n the forthcoming year will nelude the Group s ongoing efforts
to further embed its Enterprise-wide Risk Management Framework
and ensure appropnate application throughout the Group further develop
and implement nisk tools and VaR models further align the LSEG and

LCH Clearnet nisk frameworks and embed the enhanced nisk

appetite framework

The Commuttee wilt review on a rotattonal basis the nsk profile of each
of its main ines of busmess and key legal entities

Stephen 0’'Connor
Charman of the Risk Committee

Risk Committee meeting attendance
in the year ended 31 March 2014

Scheduled Ad hoc Total
Steven O Connor 212 1] 2i2
Paul Hetden 212 o} 212
Stuart Lewis 2/ o] 2/2
Andrea Munan 272 0 2/2

Composition and responsibilities

The Commuttee 15 chared by Steven 0 Connor who provides recent and
tetevant financial and risk managernent experience threugh his career

n a varety of senwr executive roles in the financial industry In addition
the Board 1s satishied that each member of the Commuittee has the skills
and experience necessary to enable the Commitee to discharge its
responsibilities effectively The narnes skil and experience of the members
of the Risk Cormimittee are provided on pages 54-55

Further detalls of who normally attends meetings and the Commitiee s terms
of reference which are appraoved by the Board and reviewed ¢n an ongoing
basis are available from the Group Company Secretary or at the corporate
governance section of the Company's website at www lseg com

Activities

The Committee maintains a formal agenda which ensures that all matters
for which the Committee 1s responsible are considered at the appropnate
meeting During the year the Cornmitiee discharged its responsiilities as
set outl i its terms of reference by reviewing the following

— The reports an nsk exposures of the Company and on emerging risks

— Thedevelopment and implementation of the Cormpany s counterparty
nisk Group-wide aggregation and monatoning tool

— The adequacy of proposed actions to mitigate certain sk exposures

— The effectiveness programme in place to further align the nisk
management framework of the Group and s subsidianes

~— Regulatory comphance reports and the actions n place 1o ensure
ongoing compliance

— The effectiveness of the Risk function and roll-out status of the new risk
framework and test results

— The programme n place to consolidate Group risks including the nisks
from the newly acquired majority stake 1n subsidiary LCH Clearnet

— The adequacy of the treasury timits in the area of financial nsk
managernen and approved changes to the treasury policy

— Papers on the potential impact of the regulatory requrements on the
€CPs of the group and related mitigating plans

— Comphance with the Group risk management procedures as described in
the section on internal controls on pages 62-64

[n addrion the Comrmuttee oversaw the process that led to the ratification of
the Group Risk Appetite by the Board

Risk Management function

During the year the risk function continued the roll-out of the new Group
Enterpnse-wide Risk Managerment Framework launched during the previous
year The Committee has been momitoring the roll-out programme

As part of its mandate the Committee reviews at least three times a year

the nisk profile of the Group and comments on the adequacy of the processes
n place 1o identify and report on key nsks The Board as awhaole reviews the
Group nsk profile at least twice a year 1t also recewed reports on comphance
with relevant regulatory requiremnents for each regulated entity of the Group

The nisk management functton 1s headed by the Chief Risk Cfficer who
oversees all aspects of risk management in the Group She reports to the
Chief Executive Officer and for independence purposes to the Chairman of
the Risk Committee The Commmittee must be consulted on the appointment
or the disrrussal of the Chief Risk Officer
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Statement by the Chairman of the Remuneration Committee

Robert Webb
Chairman of the Remuneraticn Committee

On behalf of the Board 1am pleased to present the Directors’ Remuneration
Report for the year ended 31 March 2014 This s the first year that we

are presenting under the new remuneratwon reperting regime  and
subsequently this year s report has been sphit into two separate sections

the Remuneration Policy Report and the Annual Report on Remuneration

Incentive review

In 2013 we committed to reviewing our remuneration framework including
our Group s LTIP which is due for renewal in July this year During the past
year the Committee has undertaken a comprehensive assessment of our
remuneration structure to ensure 1t continues to support the Group's strategic
priorities As part of this process the Committee evaluated the arrangements
against evolving practice As aresult of this assessment we are makmg a
number of changes to our remuneration framework However the overall
incentive opportumty has not increased

The key changes are as follows
— Simphfication of arrangements by remaoving the voluntary matehing
element and providing one LVIP In future award cycles

— Introduction of a compulsory deferral of 50 per cent of the annual
bonus for the iinanaial year ending 31 December 2014 onwartds

— Reductionn the threshold level of vesting under the LTIP from 30 per
cent to 25 per cent of the maximum

— Introduction of malus and clawback provisions on future bonus
and LTIP awards

— Alignment of good leaver policy with best practice

— Increase in the mimimum shareholding requirement

The Group continues to focus on integrating our strategic acquisitions
butlding on our increasingly diverse world class assets and working

In partnership with our customers to deliver service and product
innovatiort all of which will contnbute towards delvery of profitable
growth Subsequently the Committee has concluded that EPS and TSR
rernain the most suitable performance metrics for long-term awards

As part of the review the Comimittee consulted with shareholders throughout
the process and took therr feedback inte account The overall changes have
been widely supported by our major shareholders

Change in financial year end

Ag announced on 27 March 2014 the Group intends to rmgrate its financial
year to align with the calendar year from 1 Januany 2015 This change

will resultin a truncated financial year n 2014 (e from 1 April 2014 1o

31 Decemnber 2014) The Committee has taken this change into account
when making remuneration decisions relating to the bonus and LTIP awards
as explained later i this report

Key remuneration decisions
— Adjusted cperating profit 1s up 20 per cent at £514 7 rallion

— Adjusted basic EPS 15 up two per cent at 107 1 pence

The Group has had a strong year increasing its global footpnnt and
diversifying its senvice offenng which has delivered an increase in revenue
eperating profits and market capitahsation This performance has been
achieved through the execution of the Group s strategy including the
completion of the acquisition ef a majonty stake n the global clearing house
LCH Clearnet Group and the work to integrate themn further into the Group
building best 1 class capabilities through innovative sofutions in post trade
nformation services and capital markets creating a global business with
expanded reach through FTSE MTS MillenniumIT and now LCH Clearnet
developing opporturites through diversification with plans to launch a new
central secunties depository new denvatives products and continued
developrnent of our ELITE prograrmme This strong performance is reflected
n the bonus outcomes inrespect of financial year ended 31 March 2014

As part of the annual review of salanes for Executive Directers the Commitiee
has awarded the Chief Executive an increase of four per cent and kept the
Chief Financial Officer s salary at the same level as last year This year the
Committee has taken the opportumty to consider the salary level for Raffaele
Jerusalmu Cheef Executive Othcer of Borsa Italkana and Director of Capital
Markets i greater detal ks salary has beenncreased to €480 000 to reflect
the growing breadth and complexity of Mr Jerusatmi s role Further details are
set oul in the Annual Report on Remuneration These increases took effect
from 1 Apnl 2014

Concluding remarks

The Committee would like to thank all of cur shareholders who took time
to provide feedback on our proposed remuneration arrangements for
2014 onwards

T'would also Tike to extend a warm welcome to Sherry Coutu who has recently
Joned the Remuneration Commuttee after the end of FY13/14

At the forthcoming AGM sharehglders will be provided with three separate
votes relating to remuneration matiers

1 Vote on the new Remuneration Policy Report which s forward looking
- this 1s a binding vote

2 Vote on the FY13/14 Annual Report on Remuneration — in ine with the
regulations this s an advisory vote

3 Approval of the new 2014 LTIP as the Group s current LTIP will expire in
July 2014

The Cornmittee has looked to ensure the Group's approach to remuneration
takes into account best practice developments and market trends inthe
financial serwvices sectors and wider market while continuing to support the
commercial needs of the Group and the interests of shareholders We hope
that you are able to support these proposals at the AGM

ot 1itt

Robert Webb
Chairman of the Rernuneration Comnmttee
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Summary of key Executive remuneration decisions (Audited)

Executive Director CED of Borsa [tatiana

Role Chief Executive Officer Chief Financial Offlcer & Director of Capital Markets
Name Xavier Rolet David Warren Raffaele Jerusalm
Previous salary' £705 000 £425,000 €435,000
(FY13/14)

Annual salary with £733,000 (+4%) £425 000 {+0%) €480 000 {~10%)
effect from 1 April 2014

Max bonus opportunity 225% 200% 200%

for FY20147

FY2014 LTIP award’**
{subject to performance)

200% of salary (€1 466 000)

176% of salary (€750 000)

181% of salary (£719 000}

FY13/14bonus % of salary®

210% of salary

141% of salary

161% of salary

% of max

93% of maximum

71% of maximum

81% of maximum

amount

£1,480,500

£600,000

€700,000

Notes

1FY13/14 1efers to the peniod 1 Apnl 2013 to 31 March 2014
2FY2014 referstathe perod 1 Aprit 2014 to 31 December 2014

3 These proposed LTIP award levels assime grants to be made under the 2064 LTiP together wilh ihe additional opportunity to participate in a matching award

4 Salary here refers 1o Annual salary with effect from 1 Apnl 2014
5 The Executive Birector 1s also eligible {for this transition year) for a grant of maiching shares up to 100 per cent of salary dependent on an investment of up to 50 per cent of their net salary
6 Salary here tefers to Previous salary (FY13/14)
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Introduction

This report has been prepared in accordance with Schedule 8 of The Large and Medum-sized Companies and Groups
{Accounts and Reports) (Amendment) Regulations 2013 and relevant sections of the Listing Rules

This year s disclosure has been spht into two sections

Remuneration Policy Report (pages 74-85)

Annual Report on Remuneration (pages 86-97)

This section contains the remuneration policy that we intend to
apply followwng the 2014 AGM This report will be subject toa
binding shareholder vote at the 2014 AGM

As the pohecy 1s forward loolang this section details how we intend
to operate remuneration arrangements 1n future years

The rew ncentive structure has been implemented following
consultation with the Group's major shareholders The new structure
15 simpler and incorporates a number of elernents from emerging
best practice

New incentive structure for Executive Directors — overview
of future approach

Annual bonus

Annuaj incentive subject to performance objectives
for the financial year

Compulsory bonus deferral
Executives must defer 50 per cent of their bonus

for & period of two years

Performance Shares

Awards of Performance Shares which vest
subject to three-year performance targets

Further changes
Malus and clawback Reduced threshold
provistons introduced vesting for LYIP
fncrease mmmum Ahgnment of good teaver

shargholding requirement treatment with hest practice

In addition to presenting the Remuneration Pohcy Report for approval at
the AGM, the Group will also be presenting a new Long Term Incentive
Plan to shareholders for approval at the 2014 AGM This new plan
replaces the previous plan that was approved by shareholders in 2004

Further detalls regarding the operation of the new plan are set cut inthe
Notice of AGM

This section sets out how remuneration arrangements have been
operated during the past year, and also provides details on how we
intend to operate our policy during the coming year This report
will be put to an advisory vote at the 2014 AGM

This section firstly explains how Executives have been paid dunng the last
financiat year

In previous years the Group operated a stightly different incentive structure
Subsequently the awards referenced differ from the structure set out in the
forward-looking Remuneration Policy Report

Previous incentive structure for Executive Directors — which will
no longer operate in future years

Annual bonus

Annual incentive subject to performance objectives
for the Rinancial year

Voluntary bonus deferral

Executives may invest all or part of their pre-tax bonus
{up to 50 per cent of nat salary) into Shares

Performance Shares

Awards of Perforrmance Shares which vest subject
to three-year performance targets

Matchmgq Shares and Performance Shares under the previous structure
were granted under the 2004 Long Term Incentive Plan This plan
expires n July 2014 after which nofurther awards will be granted under
this arrangement

Aswell as detailing the remuneration arrangernents during the year
the Annual Report on Remuneration also details how we mtend to
operate the new incentwve structure in the coming year
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Change in financial year

As announced on 27 March 2014 the Group tntends to migrate the Group s
financial year to align with the calendar year from 1 January 2015 This
change will result in a truncated fiinancial year n 2014 {1e from 1 Apnl 2014
te 31 December 2014} The Committee has taken this change into account
when making remuneration decisions relating to the bonus and LTIP awards

The Comrmuttee has carefully considered the impact of the change in financial
year on the Group's remuneration framework and has concluded that

Bonus

— For the financial penod ending 31 Decemnber 2014 the maximum benus
opportunbes will be pro-rated to reftect the shortened period wath
performance measured gver the truncated financial year

— Any bonus payment would be deterrmined by March 2015 Under the
new proposals 50 per cent of any award would be deferred

LTIP

— Thevesting period for outstanding tong-term share awards will remain
unaffected by the change wath no acceleration of vesting In addition no
changes to the existing performance metrics are proposed (including the
annuahsed growth targets)

— The TSR conditions for outstanding awards will continue to be measured
over three calendar years from the date of grant In line with the
performance schedule EPSwould be measured over three iinancial years
while seeking to ensure performance 1s assessed on a like-for-ike basis

— Long-term awards granted in 2012 will vest in June/July 2015 using
a proxy 12-month fiinanciat year for 2014 as closing year for EPS
performance measure Similarly for awards to be granted in 2015
the Commuttee will use the same proxy 12-month financial year for
2014 as the baseline year for the EPS measure

— The Committee wifl assess the performance period for each LTIP grant to
ensure ng participant 1s matenally advantaged or disadvantaged from
the change 1n year end

— For grants made pnor to the 2014 AGM Executive Directors will be nvited
to participate in the voluntary matching scherne The performance
measures for such Perfarmance and Matching Shares will be the same
as for awards granted in previous years as set out on page 85

For details of legacy arrangements please also refer to page 85

73
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Remuneration Policy Report

Future policy table for Executive Directors ELEMENT PURPOSE AND LINK
A summary of the key eterments of remuneration for VO STRATEGY

E tive Directors 1s shown in the table cpposite
xecutve PPo Salary Provides a cote element of remuneration winch reflects the

This Remuneration Policy Report determined responsibilibes of the role

by the Group s Remuneration Cormmittee
{'the Comrmittee”) wall 1f 1t 15 approved by Enables the recruitment and retention of iIndwiduals of the

chareholders at the 2014 AGM be effective calibre required to execute the Group s strategy
from the date of its approval at that meeting

The Group rust attract and retain a igh calibre

senior managemert team toensure it 151N a

posttion to deliver its business plans and maximse

returns for shareholders The Groupis commmtted

to paying for performance rewarding the senior

management team only when 1ts goals are

achieved Each year the remuneration frarnework

and the packages of the Executive Directors

and members of the Executive Committee are

reviewed by the Committee to ensure that they

continue to achieve 1his objective In doing so the

Committee takes into account multiple reference P

ponts when setting pay including companies 1n Benefits Provide locat market competitive benefits
the FTSE 31-100 the broader Financial Services and support the welibeing of employees
sector as well as other international exchanges

The Commuttee has taken the following areas
Inte account mn establishing the Group
remuneration policy

— afocus on shareholder value

— the continued expansion of the Group
beyond the UK

— the need to attract and retain senior
rmanagement from the international
financial sector which requires
rernuneration packages with a
sufficient vanable pay component

— the Group s intent to be mindful of best
practice as expressed by institutional
shareholders and ther representative
bodies and

— therelatively tugher profile of the Group
compared with many other quoted companies
with similar market capitahsation
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OPERATION

Base salaries are normally reviewed annually by taking
nto account a range of factors including
— size and scope of the role

— skills and experence of the ndividual

— market competitiveness/relative pesttiomng
— performance of the Group and of the indmadual
— wider market and economic conditions and

— level of increases being made across the Group

Any changes are novmally effective from 1 April
each yeas

A flexible benefits plan s offered n which indmiduals
have certain core benefits (such as private medical hfe
assurance, income protection and additionally m Italy
only disability aceident car, fuel allowance and luncheon
vouchers) together wath (in the UK) a taxable cash
atlowance which can be spent on elective benefits

{such as additional medical, ife or dental cover)

A chauffeur-driven motor car may also be provided for
Executive Directors where appropnate

Due to the gh profile of the Group the Commuttee
reserves the right to provide our Executives with the
appropnate level of security arrangements 1o allow them
to perform therr duties in the safest possible conditions

Benefits are reviewed penodically to ensure they remain
affordable and competitive The Commmittee retains the
discretion to provide reasonable additional benefits

as appropriate — for example relocation and other
allowances including expatriate assistance housing and
schoot fees for a finite penod tax preparation and filing
assistance and fhghts back to the home country for the
Executive and his farmily Repatnation costs are met by
the Company if employment 1s terminated by the
Company, other than for just cause

Where necessary any benefits may be grossed up
for taxes

Executives are ehigible to participate in the Groups
HMRC-approved Save As You Earmn Option Scheme
{or international equivalent) on the same basis as
other employees

Executive Directors are covered by the Directors’ and
Officers nsurance and indemmification

75

MAXIMUM OPPORTUNITY

There 1s no defined maximum salary

Increases are determined based on the
factors described in the Operation column

The Committee s normal approach is to
nthatly consider ncreases wathin the range
awarded to other employees More
signaficant increases may be awarded n
certain circumnstances, such as where there
15 a sigmficant change n the scale scope or
responsibility of arole developrment within
arole and/or sigrhicant market movemant

The annual base salaries in FY13/14 and
FY2014 for each Executive Director are set
outn the Annual Report on Remuneration

There 1s no defined maximum Benefits
plans are set at (what are in the Committees
opinion) reasanable levels i order to be
rnarket competitive for their tocal
Junsdiction and are dependent on indwvidual
circumstances

Parttcipation in the Save As You Earn
Option Scheme {or nternational equivalent)
15 capped at the same level as all other
parhicipants which 1s determmined by the
Company within the parameters of
applicable legislation

PERFORMANCE MEASURES

n/a

nfa
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Remuneration Policy Report continued |

ELEMENT PURPOSE AND LINK |
TO STRATEGY
Retirement benefits Provide Executives with retremnent benefits

Support recruitment and retention of gh cahbre people

Annual bonus Rewards annual performance against challenging financial

strategic and indmidual targets inked to Group strategy

Deferral reinforces retention and enhances alignment with
shareholders by encouraging longer term focus and
sustainable performance
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OPERATION

Pravision of annual pension allowance, invested in
the Company s defined contnbution plan or taken
as a cash allowance

In certam Junsdictions more bespoke pension

arrangements may be provided In such circumstances
the Committee wilt give appropriate consideration to local
employment legislation market practices and the cost of

the arrangement

The Group operates a Group wide bonus pool which1s

funded based an the achievernent of financial and

strategic goals of the Group Allocations to indiwvidual
Executive Directors are made from this pool based on the
Committee s assessment of therr individual performance
taking into account the Group s hnanaial and strategic
performance and the achievernent of any individual

objectves related to their role

Performance targets are reviewed and set by the

Committee at the beginming of each performance year

Awards are deterrined by the Committee after the

year end based upon the actual performance aganst

these targets

The Committee applies judgernent where necessary to
ensure approved pay-out levels are reflective of actual

overall performance

— 50 per cent of the annual bonus will be subject
to mandatory deferral normally for a penod of
two years

—— Until the rmimmum shareholding requurement (see

below) 1s reached bonus deferrat will be 100 per cent
Into shares Once the level of rmmmum shareholding
has been reached indwviduals will be able to defer
100 per cent into shares 50 per cent into shares/50
per cent Into ¢ash or 100 per cent into cash

Dividends (or equivalents) may be paid in respect
of deferred shares on vesting

Deferred awards are subject to malus provisions as
described below Paid bonuses and vested awards are
subject to clawback as described betow

MAXIMUM OPPORTUNITY

The maximum armual pension
contrnibution/cash allowance 15 25 per
cent of salary (except where determined
by local market practice)

In Itaty Mr Jerusalm accrues mandatory
state pension (INPS) benefts which are
calculated on salary benefits and annual

bonus Actual benefit due at retrement 1s
set out by the apphcable Itahan legislation

in force from time to ume  Under the

Itahan Trattamento ¢t Fine Rapporto (TFR)
he recewves contributions which are funded

by the Group at artate fixed by local law
and which are paid to Mr Jerusalmis
private pension plan TFR1s calculated
on salary, capped benefits, annual bonus
and{TIP

Maximum annual bonus opportunity of
225 per cent of salary for CEO and 200
per cent of salary for cther Executive
Directors for maximum performance

77

PERFORMANCE MEASURES

n/a

Based on a combination of financial

{e g adjusted operating profit} strategic and
wndmidual performance targets Strategic
objectives include key targets under the
strategic pillars of building best in class
capablities creating a global business and
developing opportuntties These strategic
objectives also impact financial results n
the medium-term

The Commuttee wili set the detail and rmix
of performance measures targets and
weighting based on the strategic objectives
atthe start of each year At least 50 per
cent of the targets relating to the annual
bonus pool m any year will be subject to
financial measures

No bonuses are paid for below threshold
performance The Commuittee may award
any amount between zero and 100 per cent
of the maximum opportunity

The performance measures are apphed in
the performance year only

Due to the fimancial year end change
FY2014 will be based on a mne-month
performance penod from & April 2014 to
31 December 2014 followed by a calendar
year from 1 January to 31 December from
2015 onwards Further detais about the
mmpact of the financial year-end change
can be found on page 73
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ELEMENT PURPOSE AND LINK

TO STRAVEGY
LTIP (Long Term Incentivises performance over the longer term through the
Incentive Plan) 2014 award of performance related shares

Aligns reward with long-term, sustainable Group performance
and a focus on shareholder value

Ensures alignment with shareholders’ nterests
Share ownership sures alignmmenit with sharehciders' o
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OPERATION MAXIMUM OPPORTUNITY PERFORMANCE MEASURES
— Under the (new) LTIP 2014 which s being put 1o Although there s a factity for maximum The Commutlee determmas performance
shareholders for approval at the AGM 10 2014 awards of up 10 400 per cent of salary under  targets each year to ensure that the targets
awards of shares (or equivalent) are granted the plan rules 1n exceptional cases 1t1s are stretching and support value creation for
annually subject to performance conditions expected that awards under this plan wall shareholders while remarming motvational
normally be up to 300 per cent of salary for management

— Awards normatly vest subject to performance targets
assessed over a performance penod normally of
at least three financial years The Commuitee has
discretion to set different performance periods if
1t considers them to be appropriate

Vesting of awards 15 subject to achievernent
of total shareholder return and financtal
performance targels For mhal grants under
1his new LTIP awards are subject to absoluie
— The Commuttee shall deterrmine the extent to TSR and adjusted EPS measures
which the performance measures have been
met The Commuttee may make adjustments to Measures will normally be equally weighted
performance targets if an event occurs that the but nany event any total shareholder
Committee deterrmnes that an adjustment1s return element will represent at least 50 per
appropnate The performance targets will be at cent of the award
least as challenging as the ones anginally set
For each performance element
achievernent of the threshold performance
{evel will result in no more than 25 per cent
of the maxamum award paying out For
achievernent of the maximum performance
— Details on the impact of the finantal year end level 100 per cent of the maximum pays
change on the proposed LTIP can be found on out Normally there 15 straight-ine vesting
page 73 between thesa points

~— Dmdends (ot equivalents) may be paid on vesting
Unvested awards are subject to a malus provision
and vested awards are subject to ciawback
as described on the following page

Executive Directors are expected to build up share ownership over a penod of five years and maintain holdings of at least 2x base salary
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Remuneration Policy Report continued

Notes to the Policy Table

Selection of performance measures

Performance targets are set by the Committee to be both stretching and
achievable taking into account the Groupss strategic pnonbes and the
economic landscape

The performance measures that are used for our annual bonus and Long
Term Incentve Plans have been chosen to support the Group s strateqy

For the annual bonus plan the Committee continues to believe that itis
appropnate 1o use a balance between financial targets strategic objectives
and indwidual perfarmance objectives

The Comrmttee considers that the measures to be used for the LTIP 1e TSR
and adjusted EPS are currently the mest appropriate measures of long-term
performance for the Group

Malus and clawback provisions

A malus provision applies to awards granted under the new LTIP and to
unvesied awards under the Deferred Bonus Plan This would allow the
Comnmittee nits absolute discretion to determine at any time pnor to

the vesting of an award toreduce cancel or impose further conditions in
certain circurnstances including (1) where there 1s a matenal rmsstatement
or restaterment of the results of the Group inits audited accounts, (i} the
neghigence fraud er senous misconduct of the indwidual which results in
significant reputational damage to the Group or which has a matenal adverse
effect on the financial position of the Group or the business opportunities of
the Group or {(u} If the indwidual 1s a member of a company n the Group
which suffers sigmificant reputational damage or matenal adverse effect on
1ts financtal position or onaits business oppos tunittes

A clawback provision applies to vested awards granted under the new LTIP
vesied awards under the Deferred Bonus Plan and annual bonuses patd
previously This would allow the Commuittee nts absclute diseretion to claw
back from indmduals some or all of the vested awards or paid bonus in
certain cucurnstances including () if there 1s a matenal rmisstaternent or
restatement of the resuits of the Group inits audited accounts (1) the
neghgence fraud or serious musconduct of the indvidual which results n
significant reputational damage to the Group or a matenal adverse effect on
the financial posttion of the Group or the business opporturities of the Group
or () 1f the indwidual 1s a member of a company in the Group which suffers
sigmhcant reputational damage or matenal adverse effect onits finanaal
position or on its business opportunities Clawback will normally apply for a
penod of three years following vesting of shares and/ or payment of bonus
unless the Committee determmes otherwise

Recruitment policy

When determining the remuneration package for a newly appointed Execute

Director the Commuittee would seek to apply the following principles

— The package should be market competitive to facilitate the recrutment
of indwmduals of sufficient calibre required by the Group Consistent wath
the UK Corporate Governance Code the Committee would intend to pay
nomore than it believes 1s necessary 1@ secure the required talent

— The ongoing remuneration package woulid normally mclude the key
elements on the same terms as those set out in the policy table for
Executive Directors

— The maximum level of vanable rermuneration which may be awarded on
recruitment (excluding any buy-outs referred to below) 1s 625 per cent
of salary Incentive awards made in the first year of appointrent may
be subject to different performance measures and targets appropnate
to the newly recruited Executive Durector

-— Recognising that the Group competes for talent in the international
financial services sector on an exceptional basts the Commuttee has the
ability to include other elements of pay which it feels 1s appropriate taking
into account the specific commercial circumstances (e g for aninterim
appomntment) However this would remain subject to the rmt on vanable
remuneration set out above Therationale for any such component would
be appropnately disclosed

— Inaddition where an indidual forfeits arrangements as a result of
appointment the Committee may offer a buy-out 1n such form as the
Committee cansiders appropnate taking mto account all relevant factors
which may include the vehicle expected value and timing of forfeited
opportumties Any such buy-out will be Trmited to the commercial value
of payments and awards forfeited by the indmdual

— Where an Executve Director 1s required to relocate from ther home
locaton to take up thewr role the Commuttee may provide reasonable
relocation assistance and other aliowances including expatrate
assistance Global relocation support (normally for up to five years}
and any assocated costs or benefits including but not imited to
housing school fees tax preparation and filng assistance and flights
back to the home country) may alse be provided 1f business needs
require it Should the Executive s employment be terminated without
cause by the Group repatnation costs will be met by the Group

— Inthe event that an internal candidate was promoted to the Board
legacy terms and conditicns would normally be honoured including
pension entitlements and any outstanding incentive awards

The remuneration package for a newly appointed Non-Executive Director
would normally be in line with the structure set out 1n the policy table for
Non-Executive Directors (see page 83)

Service contracts and payments for departing Directors

Policy in respect of new appointments

The Group s current policy 1s that Executive Directors service agreements
should have notice periads that are no longer than 12 months The Group
may terminate an Executive Director s service agreement by making a
payrment in fieu of notice of a sum equal to 12 months salary pension
flexible benefits allowance life and medical insurance (but excluding
bonus and share incentives) plus any accrued unused holiday entitternent
Consideration will be given to approprate mitigation terms to reduce
payments in leu of notice made on termnation in the event of the Executive
Director commencing altemnative employment being appointed as a
Non-Executive Director or providing services pursuant to a consultancy
agreement n the 12 months following the Executve Director s departure

The lawful termnation mechanisms described above are without prejudice
to the Group's amlity in appropriate cucumstances to termmate n breach of
the notice period referred to above and thereby to be hable for damages to
the Executive Duector Ligquidated damages clauses are not used The Group
may pay the Executive Duector s reasonable legal fees for receving advicen
connecticn with the termination of their employment

In the event of termination by the Group each Executive Director may
have an entitlement to compensation in respect of his statutory nghts
under employment protection legistation in the UK and potentially
elsewhere Duectors and Officers iability nsurance and an indemmity

to the fullest extent permmitted by the law and the Group s Articles of
Association are provaded to the Executive Directors for the duration of

thewr employment and for a mimmum of seven years following terrmnation
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The Committee considers that this 1s consistent with current best practice
and this approach will generally be adopted for new appointments Where
appropnate and when recruiting non-UK based Directors the Committee may
agree different terms based on local legal requirernents or market practice

Treatment of vanable incentives

Annual bonus Indwiduats may be censidered for an annual bonus

in respect of the penod pnor to cessation Any award
would be at the discretion of the Committee subject to
the Executive Director s performance and period

of employment

Deferred Bonus
Plan 2014

For good leavers awards vest at the normal vesting date
although the Committee may determine that awards
vest an cessation of employment The award will usually
vest in fult or on a pro rated basis at the Committee s
diseretion Good leavers are those who cease to be an
employee of a member of the Group by reason of death
myury disability 1l health redundancy the sale of the
mdwidual s employing business or the transfer of the
Company out of the Group or any other reason which
the Commuttee dectdes in 1ts discrettan having regard
1o a range of relevant factors including the Executive
Director s perfarmance length of service and
curcumstances of ther departure

Where an indwvidual 15 not considerad to be a good
leaver unvested awards will lapse Where anindwidual
15 summarily dismissed all his awards will lapse

Deferred awards are subject to malus and vested awards
are subject to clawback as detaed under page 80

Long Term Incentive
Plan 2014

For good leavers awards will normally vest at the
normal vesting date and following the end of the
performance period unless the Committee deterrmines
that awards should vest following cessation of
employment vesting wilt be subject to performance
and unless the Committee determmes otherwise

{or that ancther basis of reduction 1s appropriate}

pro rated for time in employment Goed leavers are
those who cease to be an employee of a member of the
Group by reason of death 1mury disability 1l health
redundancy and the sale of the mdividual s employing
business or transfer of the Company out of the Group
ot any other reason which the Committee decides i its
discretion having regard to a range of relevant factors
including the Executive Director s performance length
of service and circurnstances of their departure

where an mdwvidual 1s not constdered to be a good
leaver unvested awards will lapse

Unvested awards are subject to malus and vested awards
are subect to clawback as detailed under page 80

Detailed share plan provisions

Share awards are subject to the terms of the relevant plan rules under which
the award has been granted The Committee may adjust or amend awards
only i accordance with the provisions of the plan rules This includes making
adjustments to awards to reflect certain corporate events including a
vanation in the Company s share capital, a dernerger or a special dvidend

In change of control circumstances all LTIP awards will normally vest on an
accelerated basis subject to the extent that the performance conditions are
satisfied and unless the Comrmtitee determines otherwise time pro-rating
Deferred Bonus awards will normally vest in fult The Committee may also
allow some or all of an award to be exchanged 1f not yet vested

Indwidual terms

Xavier Rolet entered into a service agreement with the Group on 25 February
2009 and was appointed with effect from 16 March 2009 Xavier Rolet s
service agreement can be terrmnated by ether party giving not less than

12 months notice Alternatively the Group may terminate the contract by
making a payment in lieu of notice of a sum equal to 12 months salary
pension flexible benehts allowance lfe and private medical insurance

(but excluding benus and share incentives) paid in a lurmp sum or at the
Commuittee s absolute discretion pawd in 12 equal rmonthly instalments from
the date of termimation of the employment Alternatively the Group mayin
1ts discretion continue to provide pension ife and private medical insurance
far the 12 months foliowing terrmmation If the payment 1s made in
mstalments and Mr Rolet commences alternative employment 1s appointed
as a Non-Executive Director or provides services pursuant to a consultancy
agreement in the relevant period (of 12 months) following tis departure from
the Group the instalments wall be reduced by one-twelfth of the annual
remuneration eamed from the alternative employment directorship or
consultancy On terrination {other than by reasen of summary dismissal)
Mt Rolet wilt be ehgible to receive a pro rata banus for the year in which his
emptoyment 15 terminated subject te company and indnidual performance

David Warren entered mio a service agreement wath the Group on 11 June
2012 and was appointed with effect from 2 July 2012 Dawvd Warren s senvice
agreement may be terminated by either party giving at least 12 months
notice Alternatively the Group may terminate the contract by payment in lieu
of notice of a sum equal to 12 months salary pension flexible benefits
allowance life and private medtcal insurance (but excluding bonus and share
incentives) Any payment in eu of notice wall be paid in 12 equal monthly
instalments from the date of termination of the employment Alternatively
the Group may i its discretion continue to provide pension and life and private
medical msurance for the 12 months following termimaton Shoutd Mr Warren
cormmence alternative employment be appointed as a Non-Executive Director
or provide services pursuant to a consultancy agreement in the relevant period
{of 12 months) following s departure from the Group the instalments will

be reduced by one-twelfth of the annual remuneration earned from the
alternative employment directorship or consultancy Payments of the
instalments may be required to be deferred until six months after termination
by US tax rules applying to Mr Warren To the extent that any payment or
benefits payable to Mr Warren under his service agreement or under any
bonus or share incentwe plan would be subject to US excise tax the payments
and benefits may be reduced 1f this would tesult tn Mr Warren recewving a
greater after tax amount than if the benafits were not reduced On termination
(cther than by reason of summary disrmissal) Mr Warren will be ehigible to
Tecewe a pro-rata bonus for the year v which his employment 15 terrinated
subject 1o company and mdvidual performance
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Raffaele Jerusalmi entered into a service agreement with Borsa Italiana on

1 October 2001 amended on 3 May 2011 and a service agreement with LSEG
Holdings (Italy) on 3 May 2011 which reflects his period of contmuous service
from 1 October 2001 On 1 April 2013 Raffaele Jerusalm s employment
contract transferred from LSEG Holdings (Italy) to LSEG Holdings Italla S p A
Raffaele Jerusalmi s employment contracts with Borsa Itatiana and LSEG
Holdings Italla S p A expressly state that no collective bargaining agreements
apply to his employment and accordingly the terms applying to the
termination of his employment are governed by [talian law [ Raffaele
Jerusalmt s disrmssed s notice period wall be equal to eight months based
on continuous service since 1 October 2001 until 1 Gelober 2016 and equal
to nine months from 2 October 2016 onwards If Raffaele Jerusalmi resigns
he s required to qive three months notice On termination of either
employment for any reason Raffaele Jerusalrm 1s entitled to severance
payments under Italian law equal to (1) Trattamento di Fine Rapporto (FFR)
which Raffaele Jerusalrm has elected to transfer to his private pension plan
on a monthly basis since August 2007 He wall therefore not be entitled to
further TFR benefits post-employment The TFR contnbutions currently
equate to 7 4 per cent (including solidanty tax at the current rate of 049 per
cent which does not count {owards Raffaele Jerusalmi s contributions to s
private pension plan) of base salary benefits annual bonus and LTIP paid to
Raéfaele Jerusalrm dunng his employment (1) pro-rated supplermentary
manthly payments {the annual salary 15 normally paid in 12 nstalments plus
two supplementary monthly payments} and (in) a payment in lieu of
untaken holdays 1f any Where no just cause for termination exists a
payment in heu of notice 15 payable if the employment 1s terminated

with immedate effect The payment in lieu of notice 15 1 addition to the
payments at (1) (u) and (1) above and 15 equal to the overall salary due to
Raffaele Jerusalmi dunng the notice penod For these purposes overall salary
includes base salary average of any vanable pay and TFR contributions patd
dunng the tast 36 months of the employment and benefits in land

Remuneration policy for other employees and consideration of
wider employee remuneration

The remuneration policy for senior Executives and other employees 1s
determined based on similar principles to Executive Directors For roles below
the main Board the exact structure and balance are taored based on various
factors ncluding the scale scope or responsibility of the role development
within a role and/or significant market movement The Committee reviews
and comments on the salary bonus and LTIP awards of the semior Executives
immediately below Board level and approves the overall design and
distribution of incentive awards avatlable to all employees including
share-based plans

The approach intespect of base salary and benefits 15 generally consistent
across the orgamsation Executive Directors and cther senior managers
rernuneration ncludes a greater proportion of performance related pay when
compared to other employees The Cormmittee considers this s essential to
differenhiate levels of responsibility and align pay to sustainable long-term
performance and shareholders interests

All employees are eligible to participate in the annual bonus plan which

15 subject to simitiar metrics to those used for the Executive Durectors

Some Sales employees are eligible to parucipate in commussion plans rather
than the annual bonus plan Opporturities vary by organisationat level

ey

-2

Other senior employees participate n long-term mcentive plans on
simular terms to Executive Directors but with reduced award levels for
less senior roles

The malus provision on unvested awards applies autornatically to all awards
granted under the Deferred Bonus Plan and the 2014 LTIP However the
Committee will have the discretion to deterrmine at the grant date whether
the clawback rule on paid bonuses and vested awards will apply to awards
granted o participants other than Executive Directors Below the Board
LTIP parhicipants (excluding Executive Directors) may continue to be eligible
for matching share awards if they acquire investment shares up 1o 50 per
cent of ther net salary at or around the ttme the award 1s granted

In setting rermuneration for Executive Directors the Comrmttee considers
the overall approach to reward ermniployees across the Group taking into
account the scale scope or responsibility of the role development within
arole and/or significant market movernent

Salary ncreases of Executve Directors in percentage terms are inline
with those of employees in thewr local jurisdictions The Committee does
not formally consult directly with employees on Executive Directors pay
The Comrmittee receves ongoing tegulatory updates and nformation on
external market practices from its independent external adwvisers which
provide additional context for decisions

Consideration of shareholders’ views

The Commuttee 1s mindful of shareholder views when setting and evaluating
ongoing remureration principles and comimits to consulting with
shareholders prior to any significant changes to the remuneration pelicy

Shareholders have been particularly supportive of the stmplihication of
the Group incentve arrangements without increasing the overall
incentive opportunities

They have welcomed the compulsory deferral of 50 per cent of the bonus
into shares until the increased rminimum shareholding requiremnent 15 met
The Commuttee has taken shareholders feedback into account and proposed
that in addition to the matus provision applied to any bonus ameunt deferred
a clawback provision should apply to the entire bonus

The Commuttee 1s incorperating sumilar malus and clawback provisions
for awards under the new LTIP
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Approach o setting fees

Basisof fees

Otheritems

The fees for Non Executive Divectors are set at a level
which 1s considered appropriate to attract indivtduats
with the necessary experience and ability to make an
important contribution to the Group s affairs

The Chawrmanss fee is deterrmined by the
Remuneration Cammuttee and the Board 1s
responsible for determining all other Non Executive
Director fees

Fees are reviewed penodically to ensure they teman
appropriate The Commiitee retains the flaxibility

to increase adjust and make ane off payments to
Non Executive Direciars based on their rermit

Fees are set taking Into account the level of
responsibility relevant experience and specialist
knowledge of each Non Executive Dwrector and fees
at other companies of a similar size and complexity

The aggregate fees payable to all Non-Executives
combined (excluding the Chawrman and excluding
fees paid for any appontments on subsidiary
boards) are capped as set out in the Group s Articles
of Assoclation as they may be amended by a
resolution of sharehalders from time to time The

current limit on the aggregate fees that are payable 1s

£1 500 000 per financial year

Detatls of current fees are set out on page 91

Non Executive Directors receive a basic annual
fee with additional fees payable for further Board
and Group tesponsibilities such as comrmtiee
charrmanship or membership subsichary board
or committea membership and Senior
Independent Director

The Non-Executive Chairman of the Group receives
an all inclusive fee for the role

Fees are netther performance related nor pensionable

Non Executive Directors are not eligible to
paricipate in the annual bonus or LTIP plans

Non-Executve Directors do net receve any benefits
or entitlerments other than their fees and reasonable
expenses The Chatrman recerves the use of a
chauffeur driven motor car for travel to the Groups
offices and business purposes

Travel and other appropriate expenses with associated
taxes (wncluding fees incurred in obtaming professicnal
advice tn the furtherance of thewr duties) incurred in
the course of perfarming thewr duties are reimbursed
ta Non-Executwe Directors

MNon Executive Dnrectors are covered by the Directors
and Officers surance and indemnihgation

Non-Executive Directors have letters of appointment with no notice peniod except for the Group Chawman who has a notice pernod of six months unless hets
not re-elected by shareholders in which case his appeintment will terminate immediately The Non-Executive Directors appontiments are for an imtal period
of three years from the date of appontment and ase alse subject to re-election by shareholders

Amendments to the Remuneration Policy Report
The Commuittee may make mmnor amendments to the policy set out above (for regulatory exchange control tax or admimstrative purposes ar to take account
of a change in legistation) without obtaining shareholder approval for that amendment

The Comrmtiee remains rmndful that regulation of comparmes in the financial setvices sector continues to evolve The Cormnmittee recogmses that remuneration
arrangements may need to be amended in order to comply with any new regulations which become appiicable to the Group The Committee reserves the nght
to make changes to the Pohcy described above i order to comply wath any such requlatory requirements which apply to the Group including any changes
required under the UK Corporate Governance Code Where this results in amajer structural change the Committee would expect to present a revised policy to

shareholders for approval at the following AGM
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IMustration of the application of the remuneration policy for Executive Directors

The charts below illustrate how much the current Executive Directors could recewve under different scenarios m the first year of the policy assurming a constant
share price Note that London Stock Exchange Group plc does not have a stated target level for bonus and share awards so we have assumed 50 per cent of
maxunum awards to dlustrate a rmid range scenano

Elernent of rer Detail of assumptions

Fixed remuneration This comprises
— Base salary with effect from 1 Apnit 2014

- Benefits paid in 2013/14 as shown in the single figure table in the Annual Remuneration Report

— Pension

Annual Bonus Assumes maximurn apportunity of 225 per cent of salary for CEQ and 200 per cent of salary for other Executive Directors
For mid range scenario assumes payment of 50 per cent of the maximum opportunity
For maximurn assurnes payment of 100 per cent of the maximum apportumty

Long Term Incentive Plan Assumes maximum opportunity of 300 per cent of salary in conditional shares,
For mid range scenario assurmes 50 per cent of the masximurn oppettumty
For maximurn assurnes vestimg of 100 per cent of the maximurm opportunity

® hixed remuneration © Annual vandble remuneration Long term rernurnetation
Xawier Rolet David Warien Raffaele Jerusalmi
£000 £ 000 T ouo
5000 4825
4000
46%

1900 2901 2872 2775
2400
1000

0

Fixed M Max Fixad Mid Max Fuxed Mid Max
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Legacy arrangements

The Comrmttee may make any remuneration payiments and payments for loss of office (including exercising any chscretions avatlable to 1t m connection with
stach payrments) where the terms of the payment were agreed/granted (1) before the policy came nto effect or (1) at a time when the relevant individual was
not a Drector of the Group and 1 the opinion of the Commuttee the payment was not in consideration for the mdwadual becorming a Director of the Group

Executve Directars have awards outstanding under the Long Term Incentive Plan 2004 which exprresn July 2014

Element

Summary

Long Term Incentive
Plan 2004

The 2004 LTIP plan has two elements a conditional award of Performance Shares and an award of Matching Shares inked
to Investment by Executive Crectors of up to 50 per cent of net salary funded from thew benus payment The pre tax value
of the amount deferred 1s matched on a 2 1 basis subject to the standard LTiP performance targets as specified below

{ Matctung Shares”)

Performance Shares and Matching Shares are subject to the Group s absolute TSR (50 per cent) and adjusted EPS (50 per cent)
performance over a single three year peniod { the perfermance peniod”) For absolute TSR the performance penod started on
the date of grant and for adjusted EPS on the first day of the financial year nwhich the award 15 granted

For absolute TSR performance 15 caiculated using a two month average share price at the start and at the end of the performance
periad to ensure any anomalous share price movernents at these measurement paints denot have a disproporticnate effect on
the assessment of performance cver the full three year period The Commmittee considers the use of both of these measures will
best align the nterests of the Executive Directors with those of shareholders Both absclute TSR and adjusted EPS measures are
ndependently verified by Deloitte LLP

The performance conditions and vesting schedule for awards granted in 2010 2¢11 2012 and 2013 are set out below The same
targets also apply to awards granted prior 1o the date that the new LTIP Plan 1s approved at the July 2014 AGM

EPS eternent (50%)— TSR element {50%) — Fropovtan of relevant
average adjusted EPS growth absolute TSR growth element which vests
Lassthan 6% p a Less than 8% p a 1%

6% pa B%pa 30%

12% pa ormore 16% p a3 or more 100%

Stranght line pro rating applies between these points

Our policy 1s to grant awards on an annual cycle Awards will normally vest three years after the grant date

Detaus of how the Committee intends to measure performance for these awards to reflect the change in the financial year
are set out on page 0 The Committee may adyust or amend awards only m accordance with the provisions of the plan rules
This includes making adjustments to awards to reflect certain ane-off events including a vanation w the Company s share
capital ademerger or a special dwidend [n accordance with the plan rules awards may be settled in cash rather than shares
where the Commuttee considers this appropnate

For good leavers awards vest to the extent that the performance conditions have been met Good leavers are those who cease
to be an employee of a member of the Group by reason of death injury disability 11l health redundancy and the sale of the
ndwidual s employing business or transfer of the Company out of the Group or any other reason which the Cormmittee decides
in 1ts discretion having Tegard to a range of relevant factors inclugding the Executive Director s performance length of service
and circumstances of thewr departure

The number of shares which vest will be reduced on a time pro-rated basis to reflect the penod elapsed between grant and the
mdwidual leaving On retirernent awards continue to be subject to the LTIP untl the end of the performance penod and will vest
to the extent that the performance conditions have been satisfied at the normal vesting date unless the Commttee chooses tolet
awards vest at the date of retirement 11 which case vesting will depend on the satisfaction of the performance condrhons and will
be subject to time pro rating

where an individual s not considered to be a good leaver awards will lapse Where an imdvidualis summarily dismissed alk therr
awards will lapse

In the event of a change of contral awards will vest subject to the achievement of the relevant performance conditions and unless
the Committee determimes otherwise on a time pro rated basis
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Annual Report on Remuneration

The annual report on remuneration sets out how the Group has applied its rernuneration policy during F13/14 and will be put to an advisory vote at the 2014
AGM The information from this page to page 97 has been audited where required under the regulations and 1s indicated as audited where applicable

Single total figure of remuneration for Executive Directors (Audited)

s:"“" total fi.gure Xavier Rotet David Warren* Raffaele Jerusalmi®
° FY13/14 % of FY12113 % of FY13/14 * of FY12/13 % of FYLY14 %of Fy12/13 % of
£000 total £000 total €000 total £000 total £000 total £000 total
Fixed pay
Salary 705 675 425 319 360 351
Flexible benefits
allowance 20 20 20 15
Benefits 407 39 196* 187 26° 23
Pension 176 169 106 30 2197 211
Other 150° 99
941 15% 903 15% 747 55% 601 53% 755 33% 684 28%
i—Pag for_ - P T T ' o ! [—“ :
performance | N I H
_Amnualbonus 1481 1350 ' 600 525 579 558
rLong tetm f ‘ i .
"ncentives? ; ‘
, Performance shares + 2,660 2320 . - - 985 1160
'Matching shares 1,212 1,442 ;L - = 1 = -
5,353 85% 5112 85% | 600 45% 525 47% 3 | 1564 67% 1,718 2%
6.294 6.015 1,347 1,126 2319 2,602

Notes
1 Annual pension allowance of 25 per cent of salary

2 value shown for FY13/14 represents estimated vatue of share awards granted in 2011 that are expected to vest in June and July 2014 The estimate assumes 100 per cent vesting and
15 based on a three month average share price from | January to 31 March 2014 bewng £19 13 Value shown for FY12/13 represents the actual vesting of LTIP awards granted 10 2010
that vested in September 2013 using the share price on the vesting date being £16 24 for LT[P Performance shares that vested on 16 September 2013 and £15 66 for Malching shares

that vested on 27 September 2013

Xavier Rolet

3 Benefits include the cash value of private medical and Wfe assurance Save As You Earn {SAYE) and cernmuting expensas with associated taxes fincluding a chauffeur driven motor car
where appropriate) Mr Rolet started contributimg te SAYE In February 2014 SAYE has been valued based on the monthly savings ameunt (£250) and the discount provided (20%) fram

February 2014 —1e §£250x 2 months x 20 per cent

David Warren
4 David Warsen joined on 2 July 2612 soFY12/13 hgures are for a partal year

5 Benehts (nclude the cash value of private medical and fe assurance and expatriate allowances with assofiated taxes

Raffaele Jerusalmi

& Benefits represent the cash value of private medical disability hife and accident snsurance caver luncheon vouchers car and fuel benefit

7 Pension mandatory INPS contributwons caleulated on salary benefits and bonus

B Tratiarnento di Fine Rapporto mandatory arrangements calculated on salary capped benefits bonus and shares and paud into Mr Jerusalmi s pension plan
9FY13/14rate of £1 = €1 21 (FY12/13 higuies re-stated at FY13/14 1ate on a constant curtency basis)

Additional notes to the Single total figure

of remuneration (Audited)

Fixed pay

Base salary

When reviewing Executive Director salaries and in ine with our policy stated
on page 74 the Commuttee cansiders multiple reference points including
companies in the FTSE 31-100 the broader Ainancial Services sector as well
as other international exchanges

Benefits

A flexible benefits plan s offered i which indwiduals have certain core
benefits (such as private medical hfe assurance income protecton and
addiwonally in Italy only disability accident car fuel aliowance and luncheon
vouchers) together with (in the UK) a taxable cash allowance which can be
spent on elective benefits (such as addiional medical iife or dental cover)

Where received as a cash supplement this allowance 1s not used to calculate
bonus payments or pension contributions Benefits are reviewed periodically
to ensure they remain affordabte and competitive Executives are ehgible to
participate in the Group s HMRC-approved Save as You Earn Option {SAYE)
Scheme (or international equivalent)

Xavier Rolet and David Warren each receive a flexible benefit allowance of

£20000 per annum These values have not been increased since last year

Both of them also recewve benefits infkend which pnincipally include prvate
health care and Iife assurance arrangements

¥avier Rolet has started to contribute £250 per month since February 2014
nto the Save As You Earn (SAYE) scherne whach will run until February 2017
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As an expatnate from the USto UK Dawvid Warren 1s also entitled to receve

the following net amounts

— Eachyear he s entitled to tax preparation and filng assistance n the
US and the UK

— The Group will meet the costs of repatnating Mr Warrens effects back to
the US 1f it terminates his employment other than in circumstances such
as serious misconduct which would justify summary terrmination

— An allowance to cover the cost of renting accommodation in the UK
dunng the first four years of his appomtment (€60 00C net per annum
up until 1 Novernber 2014 - at which point the allowance will then
reduce to £30 000 per annurn for the following two years) If Mr Warren
purchases a property within the fist two years ¢f appointment  he may
use the balance of the allowance payable for that peniod to cover
associated costs such as stamp duty or legal costs

— An annual allowance of £30 000 net per annum to cover fights between
London and New York for Mr Warzren and tis farmily

Raffaele Jerusalmi receives benefits in kand such as health disability life and
accident insurance cover luncheon vouchers car and fuel benefit He also
contributes towards the Itallan mandatory natonal insurance system

There are ne contractual malus or clawback provisions in place in relation
to benefits Executive Directors are covered by the Directors and Officers
nsurance and indemmfication

Retirement Benefits

The London Stock Exchange plc final salary pension scherme was closed to new
entrants in 1999 and was closed to future accruals from 1 April 2012 The current
Executive Directors do not participate in this final salary pension scheme
Pension provision takes the form of a non consolidated cash aflowance

Xavier Rolet and Dawnid Warren each receive an allowance equivalent to 25
per cent of base salary as a taxable cash supplement Only base salary is
used to calculate pensicn entitlernent and no other pension supplements
apply Inthe taxyear to & April 2014 Xavier Rolet contributed €200 00 into
the company Group Pension Plan with Scottish Widows On a one-off basis
this included contributions for the three prior tax years up to the maximum
tax-free headroom

Determination of FY13/14 Annual Bonus

As set out in the Rermuneration Policy Report on page 77 Raffaele Jerusalm
accrues mandatory state pension (INPS) benefits in laly Actual benefit due
at retrrement 15 set out by the applicable ltahan legislation in force from tume
to time Under the Italian Trattamento di Fine Rapporto (TFR) he receives
contnbutions which are funded by the Company at a rate fixed by local law
and which are paid to Mr Jerusalmi s private pension plan Both INPS and TFR
contnbutions are ncluded in the single total figure of remuneration table on
page 86

Pay for Performance

The Comimittee takes mto account multiple reference points when setting
pay ncluding FTSE 31-100 the financial services sector international
exchanges and FTSE 250 roles for key subsidiaries where relevant

Overall the Cormrmttee wishes to position tolal target remuneration (fixed pay
vanable pay and benefits) at or around the median of the reference points
The Commuttee considers 1t appropriate to reward supenor performance with
compensation levels at the upper quartile of the target market(s)

Annual bonus awarded for FY13/14
Executive Directors are eligible to receive an annual bonus based on meeting
or exceeding bonus targets that are set at the beqinmng of the year

For FY13/14 the Commtiee deterrmned that the sole annual financial target
should again be adjusted operating profit The Cornmittee considers adjusted
operating profit to be of particutar significance for the Group and beheves it
should continue to be the main financial measure for annual bonus plan
purposes At least 50 per cent of the annual bonus pool 1s subject to achieving
this financal target Other measures mclude the achievement of strategic and
indnadual targets The maximurn bonus opportunity 1s 225 per cent of salary for
the Chief Executive Officer and 200 per cent of salany for other Executive Directors

The Committee determined the overall Group bonus poo! with reference to performance for the year ended 31 March 2014 The performance measures and

targets are set out below

Actuatl performance

Performance retative to target

Maximum pevcentage of bonus  Actual percentage of bonus

Group AOP Adjusted operating profit up

20 per cent at £514 7 mulhon

FY13/14
Group bonus

Above Target 50 40

L
poa Strategic

Deliverables

Key achievements

— Completion of the majority
acquisition and mtegration of
LCH Clearnet Group

— Increase in equities market share

~— TARGETZ Securities and the
development of the new international
central securihes depasttory
Luxembourg

Betwean Target and 50 k1|
Above Target

Total

100 71

Mote Due to commercial confidentiality these sensilive performance targets will nel be disclosed now or 10 Lhe Tuture as this would provide an unfalr advanlage Lo our international compelitars
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Annual Report on Remuneration continued

Chief Executive Officer

In increasingly comptex market conditions and a challenging regulatory
environment the Group has had a streng year led expertly by Xavier Rolet
Financial results were above target with an increase n our revenue operating
profits and market capitalisation This performance has been acheved
through the execution of the Group s strategy including the completion of
the acquisition of a majonity stake in the global cleaning house LCH Clearnet
Group and key achievernents under our strategic pillars building best in class
capabilities through innovative soluhions in post trade information services
and camital markets creating a global business with expanded reach through
FTSE MTS MullenmiumiT and now LCH Clearnet and developing opportunities
through diversification wath plans to launch a new pan-Eurcpean central
securities depository new dervatives products and continued development
of our ELITE programme

Chief Fmancial Officer

David Warren delivered longer term financing structure post completion
of the majarity stake in LCH Clearnet the integration with LCH Clearnet
extending the cost synergies close control of our cost base and careful

financial management to aid our diversification strategy all of which are
reflected in good financial performance and returns to our shaieholders

Executive Director, CEO of Borsa Italiana & Director of Capital Markets
Raffaele Jerusatmihas led our Capital Markets and Post Trade divisions the
completion of a majority acquisition i Eure TLX the developrment of MTS to
trade nterest rate swaps and MTS Markets International significant increase
n market share of Turquoise the pan-European trading platform plans to
launch a new central secunties depository 1n Luxembourg six year hgh in new
1ssue activity the development of Exchange Traded Funds (ETF) and Exchange
Traded Products (ETP) markets the development of our ELITE offering to
enhance our SME offering sigmficant growth in our fixed income products and
Monte Titol has signed the TARGET2 Securihies (125) Framework Agreement
and will participate m the first wave of 125 scheduled to go-live n June 2015

Based on the above context and an assessment of indmdual performance
the Remuneration Committee awarded annual bonuses to each of the
Executive Directors as follows

Executive Director, CEQ of Borsa Italiana

Raole Chief Exacutive Officer Chief Financial Officer & Director of Capital Markets
Y1314 % of satary 210% of salary 141% of salary 161% of salary
bonus

% of max 93% of maximum 71% of maximum 81% of maximum

amount £1,480,500

£600,000 €700,000 {approx £579000)

Long-term incentive plan (LTIF)

Under the current 2004 LTIP awards have two elements a conditional award
of Performance Shares and an award of Matching Shares linked to wwestrment
by the senior management of all or some of thew annual bonus

Performance Shares and Matching Shares granted in 2010 2011 2012 and in
the last financial year weve subject to Company s abseolute TSR {50 per cent)
and adjusted £PS (50 per cent) performance over a single three-year period
{*the performance penod) For absclute TSR the performance period started
on the date of grant and for adjusted EPS on the furst day of the financiat year
nwhich the award 15 granted

For absolute TSR performance 15 calculated using a two menth average
share price at the start and at the end of the performance penod to ensure
any anomalous share price movernents at these measurement pomnts do
not have a disproportionate effect on the assessment of performance over
the full three-year penod

The Committee constders the use of both of these measures will best ahgn the
Interests of the Executive Directors wath those of shareholders Both absolute
TSR and adjusted EPS measures are independently venfied by Delotte LLP

The performance conditions and vesting schedule are set out below

EPS element {(50%) - TSR element (50%) - Propartion of relevant
average adjusted EPS growth  absolute TSR growth element which vests
Lessthan 6% pa Less than 8% p a %
6% pa 8% pa 0%
12% pa or more 16% p a ormore 100%

Straght-line pro rating applies between these poinis

Awards granted in September 2010 with performance period ending
i 2013

The awards granted in 2010 were based on absolute TSR performance in

the three years from grant and adjusted EPS performance in the three year
penod to March 2013 Over the period the Company defivered adjusted EPS
performance of 21 per cent per annum and absolute TSR growth of 38 per
cent and 37 per cent per annum for the Performance Shares {vested on 16
Septernber 2013) and Matching Share awards (vested on 27 September 2013)
respectively Subsequently 100 percent of the maximum Performance Share
ang Matching Share awards vested last year

Awards granted in June 2011 with a performance period ending in 2014
The performance perod for the absolute TSR element of the Performance
Share and Matching Share awards ends i June and July 2014 respectively
Awards vesting in 2014 will be disclosed 1 the annual report on remuneration
covenng the next nine month financial penod (April to Decemnber 2014)

The awards granted n 2011 were based on abselute TSR performance in
the three years from grant and adjusted EPS performance n the three year
penod to March 2014 Over the period the Company delivered adjusted EPS
performance of 13 3 per cent per annum for performance and matching
shares Subsequently the adjusted EPS element for both these awards will
deliver 100 per cent vesting Absolute TSR growth will be known after 3 June
2014 but 1s currently also forecast to vest at the full 100 per cent for this
element The final vesting outcome (including the actual share price at
vesting) following the end of the performance penod will be set out in next
year s Anmual Rernuneration Report but based on latest forecasts 1s Tikety
to be at the full 100 per cent vesting level
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LTIP Awards Granted in FY13/14 (Audited)
Awards made n FY13/14

For the year ended 31 March 2014 awards of Performance Shares were made with a value of 200 per cent of salary for Xavier Rolet 176 per cent of salary
for David Warren and 193 per cent of salary for Raffaele Jerusalm (at tstortcal rate of £1 = €1 18) Xavier Rolet also recewved an award of Matching Shares
equvalent to 100 per cent of salary followang ks nvestrnent in London Stock Exchange Group shares

Chief Executive Officer

Executive Director CEO of Borsa [taliana

Chief Financial Ofhcer? & Director of Capital Markats?

FY13/14 % of salary 200% of salary + 100% of 176% of salary 193% of salary
LTIP salary 1n matching shares
Hil cost
,(,gm,.m.nc, face value £1 410000 + £705 000 £750 000 £710 000 (approx €838 000)
aptlons)
granted on share pnee' £13 88 £13 B8 £1388
12 June 2013
Number of LTIP 101 585 + 50792 54034 51152
shares granted

Notes

1 The share price of €13 88 was deterrmined using the ciesing price (MMQ) on 10 June 2013 and approved by the Share Scheme Cornmuttee (a subsidiary of the Rernuneration Committee)

2 Between 31 May 2013 and 11 June 2013 Mr Rolet acquired a further 13 312 mvested shares at an average price of £14 03 equivalent to 50 per cent of his net salary {or £186 825 in total)
In return he was granted a further 100 per cent of salarg (£705 000) in matching LTIP shares (besng 50 792 matching shates at £13 88 share price}

3 Mr Warren and Mr Jerusalmi did not participate in the valuntary matching share scheme inFy13/714

The same performance conditions described above apply to all awards
granted between 2010 and 2013 and for those to be awarded n 2014
(f prior to July 2014 AGM) namely

Proportion of

EPS element (50%) — TSR element (S0%) — relevant element
ge adjusted EPS growth  absolute T5R growth which vests
Lessthan 6% pa Lessthan 8% pa 0%
f%pa 8% pa 10%
12% p a or more 16% pa or more 100%

Straight ine pro rating applies between these points

Due to the financial year-end change EPS will be measured over 33 months
for 2012 2013 and 2014 grants Fram 2015 onwards grants will return to
being measured over 36 months on a calendar year basts The inancial
year-end change does not affect the TSR measurement period which 1s
stll three calendar years from grant Vesting remains over 36 months
The Committee wall deterrmne final outcomes to ensure there1s no matenal
advantage or disadvantage to participants due to the year-end change

Executive Directors’ Share Optlons under the ShareSave (SAYE) Plan

Other share plans (SAYE)

All UK employees including Executive Directors are ehgible to participate in
the HM Revenue & Customs approved Save As You Earn Scheme (SAYE)
Under the rules of the SAYE participants can save up to £250 each month
ncreasing to £500 frorm Apnl 2014 for a period of three years At the end of
the saving peniod savings plus interest may be used to acquire shares by
exercising the related option

The options may be granted at an exercise price which represents a discount
of up to 20 per cent te market value at the date of imatation Mo performance
conditions are attached to SAYE options There 1s also an International
Sharesave Plan (ISP) which 1s designed to provide share options to Group
employees who are not based in the UK on similar terrns to the options

that are avatlable to UK employees through the SAYE To date employees in
France Hong Kong Italy Snkankaand the US have partcipated in the ISP

Dunng the financial year April 2013 to March 2014 a grant was made in
January 2014 under the UK and international schermes Due to the financial
year-end change, an additienal interim grant will be made in July 2014
From 2015 onwards annual SAYE grants will normatly take place i May

SAYE Number of shares
Final
At start Awarded Vested Atend Price at Date of vesting Expiry
of year during the year during year of year award date award date date
Xavier Rolet - 712 - 112 1799 10/01/2014 01/03/2017 30/08/2017
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Annual Report on Remuneration continued

Implementation of the remuneration policy during FY2014
{1 April to 31 December 2014)

Base salary operation

When reviewing Executive Director salaries and in ine with our policy
the Committee considers multiple reference points including compames
n the FTSE 31-100 the broader Financial Services sector as well as other
International exchanges

Base salares for 2014715 effectwve from 1 Apnl 2014 are set out in the table below

Annual salary 2013114 2014715

Xavier Rolet £705 000 €733 00O {+4%)
Dawvid Warren £425,000 £425 000 (+0%)
Raffaele Jerusalm: €435000  €480,000 (+10%)

Chief Executive Officer

The Chief Execulive s salary has been reviewed in the context of Group
perfarmance and salary increases elsewhere in the Group as well as
positioning against peers He has been awarded a four per cent salary ncrease

Executive Director, Chief Executive Officer of Borsa Itahana and
Director of Capital Markets

Since his appointment to the Board n lune 2010 the Commttee has

been aware that Raffaele Jerusalmis salary has been behind his peers

both internally and externally At that time the Committee chose not to
substantially increase s salary preferring to recogmse Mr Jerusalmi’s
contribution and ynportance to the Group i his capacity as a key member

of the Board over an extended penod of ime Subsequently the Commttee
has deterrmined that Mr Jerusalrr s salary will be increased to €480 000

an increase of 10 per cent The Group's strategy continues to be focused on
mcreasing its global footprint and dversifying its service offering Mr Jerusalmi
has made an exceptional contnbution to this sustaned success As the Group
executes its growth strategy the breadth and complexity of Mr Jerusalmis rote
continues to increase He has responsibility for Capital Markets Post Trade
including TARGET2-Secunties and the developrment of the new International
Central Secunties Depository m Luxemnbourg

Annual bonus operation

— For FY2014 targets will be adjusted to reflect this shorter mne-month
perfarmance perod Performance measures and weighting
remamn unaffected

— The maximum benus opporturities will be pro-rated to reflect the shortened
penod with performance measured over the truncated financial year

— Anybonus payment would be deterrmined in March 2015 The following
financial year will aign with the calendar year of January to December
2015 wath bonuses determined in March 2016

Awards to be made during FY2014

Under the new Deferred Bonus Plan proposals

— The current voluntary deferral of upto 50 per cent of net salary 15
replaced with the introduction of the mandatory deferral of 50 per cent
of benus for a penod of two years

— Until the increased mimimum shareholding requirement 1s reached
bonus deferral will be 100 per cent into shares Once the level of minirum
shareholding has been reached indwiduals wall be abte to elect to defer
100 per cent nto shares 50 per cent into shares/S0 per centinto cashor
100 per cent nto cash

— Deferred awards are subject to malus provisions Bonuses already paid
out under the Deferred Bonus Plan and vested awards are subject to
clawback with judgement applied by the Committee

-— For good leavers awards will usually vest at the normal vesting date and
1 full untess the Commitiee determnes to scale back the award based
on any factors deemed relevant Where an indwidual 1s not considered
to be a good leaver unvested awards will lapse

Long Term Incentive Plan

As descnbed in the Remuneration Polhicy Report set out above the Company

1s seeking approval for a new Long Term Incentive Plan at the 2014 AGM

The new plan was designed after consu!ting with major shareholders and

ncorporates rany aspects of evolving best practice The key changes are

as follows

— The current voluntary matching fequal to 100 per cent of salary
opportunity) has beenremoved and replaced with a single tong term
mcentive plan In future years the Company will only make annual
grants of Performance Shares

-— Anwncreased maximum opportumty from 300 per cent to 400 per cent
of salary to recogrise loss of opportunity where voluntary matching has
been replaced by mandatory deferral but with no increase m overall
incentive opporfumties

— Areduction of threshold level of vesting from 30 per cent to 25 per cent
of the maximum n ine with market practice

— Introduction of malus and clawback provisions allowing the Commuttee
toreduce subsisting awards i certain circumnstances (e g matenal
misstatement or gross misconduct)

— Algnment of good leaver policy with best practice LTIP awards wll
now subsist until the end of the performance perod in Iine with other
award holders and vest at that pomt with time pre-rating based on
the number of actual months service within the relevant 36 month
vesting perod

Under the 2014 LTIP awards of shares (or equivalent) are granted annually
subject to performance condiions The awards will continue to be based on
absolute Total Shareholder Return (TSR) and adjusted Earnings per Share
(EPS} performance measwses as descrbed overleaf

Our policy 15 to grant awards on an annuat cycle All awards granted during 2014 will continue to be based on absolute TSR and adjusted EPS growth and
subject to a three-year vesting period Awards will normally vest three years after the grant date

Based on the context as previously stated and an assessment of indmdual performance the Remuneration Comrmittee has approved grants to each of the
Executive Directors under the 2004 LTIP as follows (figures below exctude any matching awards that may be made as a result of a voluntary investment m

shares by the Executve Director)

Executive Director CEO of Borsa Italiana

Role Chief Executive Offlcer Chlef Financial Officer & Director of Capital Markets
FY2014 % of salary 200% of salary 176% of annuat salary 181% of salary
LTIP

amount €1,466,000 £750,000 £719,000 (approx €870 000)
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The Remnuneration Conuvittee intends to grant LTEP awards before the
AGM under the 2004 Plan as described on page 85 If for whatever reason
{including any regulatory or legal restriction) the Commuttee 1s unable to
make the grant before the AGM awards will be granted under the new LTIP
{assurring it 15 approved by shareholders) within the lirmts descnbed in the

Policy on page 79

Non-Executive Directors’ fees for FY2014
From 1 Apnil 2014 1t was deterrmined that there would be no proposed

changes to the Chawman's and Non-Executive Directors fee levels in respect
of LSEG Board membership which would be as follows

With with
effect from effect from
For awards granted after the 2014 AGM the threshold vesting level has been Fees 1April 2013 1 April 2014
reciuced to 25 per cent of the maximum as des?nbed nour Remunefrauon Group Chairman £370000  £370000
Policy Report on page 79 Subsequently the performance condiions for
yRep pag 4 o P Deputy Chairman/Semor Independent Directer £120000 £120 000
awards granted post-AGM wiil be as follows
Non-Executive Director base fee £60 000 €60 000
Proportion of Audit Commuttee Chairman £20 000 £20 000
EPS etement (50%) — TSR element (50%) — retevant element
average adjusted EPS growth TSR growth which vests Risk Committee Chairman £20 000 £20 000
Less than 6% p a Less than 8% pa 0% Remuneration Comrmttee Charman £20 000 £20000
6%pa 8%pa 25% Audut Commtiee Risk Comrmtiee or Remuneration
12% pa or more 16% p a or more 100% Committee membership £10 000 £10 000

Straight kne pro rating applies between these points

Non-Executive Directors’ Remuneration
Mon-Executive Directors' remuneration 1s determined by the Board and 1s neither perfermance-related nor pensionable The Chawmanss fee 1s determined by
the Remuneration Committee The fees for Non-Executive Directors are set at a level which1s intended to recagnise the sigmficant responsibihities of Directors
and to attract individuals with the necessary expenence and ability to make an impartant contnbution to the Company s affars Comparisons are made with
fees paid at FTSE 31-100 companies

Travel and other appropnate expenses with associated taxes (tncluding fees incurred in obtaining professicnal advice 1n the furtherance of their duties) incurred
n the course of performing thetr duties are reimbursed to the Chairman and to the Non-Executive Directors Inaddition the Chairman receives the use of a
chauffeur-driven motor car for travel to the Group s offices and business purposes

The Charman and the Non-Executive Directors do not participate in any of the Company s annual bonus or LTIP plans and are not entitled to any payments

on ternmnation

Certain Non-Executive Directors are entitled to receive fees from subsidiary compamies detals are set out below

The original date of appointment as Directors of the Company is as follows

LSEG Committes Other subsidiaries

Date of letter of memberships membership/
Name Date Appointed® appointment Time to expiry Notice period  Date of resignation chalrmanship chairmanship
Baroness (Janet) Cohen 01/02/2001 N/A Expued None 17/07/2013
Remuneration LSE plc LCH
Robert Webb QC*? 01/02/2001 01/02/2013 31 January 2016 None Chair Clearnet
Chns Gibson Smith 01/05/2003 18/07/2012 2015 AGM 6 manths Group Chairman
30 September
Andrea Munar?? 01/10/2007 01/10/2013 2016 None Risk
30 September
Paolo Starom Q1/10/2007 01/10/2013 2016 None Remuneratton
Sergio Ermotil 01/10/2007 NiA Expired 17/07/2013
Gay Huey Evans 047062010 NiA Expired 17/07/2013
Paul Heiden?? 04/06/2010 04/06/2013 3 June 2016 Nane Audit Chair Risk LSE plc
Barsa Italiana
LSEGH Italia
CC&G and Euro
Massimo Tonom 27109/2010 27/09/2013  September 2016 MNone Audit TLX
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Annual Report on Remuneration continued

‘
NV
[CARCENY ]

LSEGC Committee Other subsidiaries
Date of letter of membership/ membership/
Name Date Appointed* ppaintment Time to explyy Notice perlod  Date of resignation chairmanship chalrmanship
LCH Clearnet
Jacques Aigrain 01/05/2013 01/05/2013 30 Apnit 2016 None Audit Chairman
Stuart Lewls? 12/06/2013 12/06/2013 11 June 2016 None Risk
Stephen O Connor?* 12/06/2013 12/06/2013 11 June 2016 None Risk Chair LSE plc
Sherry Coutu 17/01/2014 1401/2014 16 lJanuary 2017 None
Joanna Shields* 17/01/2014 17/01/2014 16 January 2017 None LSE plc
Notes

1 Robert Webb was appointed to the LCH Clearnet Rermuneration Commultee on 1 May 2013
2 Paul Hexden Andrea Munan Stephen O Connor and Stuart Lewis were appointed to the Risk Commuttee on 12 July 2013
3 Paul Hewden and Robert Webb are Duecteors of London Stock Exchange ple throughout FY13714
4 Stephen O Connar and Joanna Stields were appointed to the Board of Loendon Stock Exchange ple ¢n 28 January 2014
S All appointments to the LSEG Board are expected to continue for a period of three years and are subject to earlier termanation in accordance with the provisions of the Articles

Non-Executive Directors’ Remuneration Table (Audited)

FYL3/14 FY13/14 FY12/13 FY12113
FY13/14  Subsidiary FY13f14 Taxable FY1i14 FY¥12/13  Subsichary FY12/13 Taxable FY12/13
LSEG Fees Fees  TotalFees  Benefits' Total _ LSEGFees Fees _ TotalFees  Benefiist Total
£000 £000 £000 £000 £000 £000 £000 E000 £000 £000
Baroness {Janet) Coben? 21 23 44 1 45 65 21 26 - 86
Robert Webb QC 80 10 [0 - 90 80 - 80 - 80
Chns Gibson Srmith 370 - 70 83 453 370 - 310 63 433
Andrea Munan 70 - 70 3 73 65 - 65 - 65
Paolo Scarom 130 - 130 - 130 125 -~ 125 - 125
Sergio Ermotti 21 - 21 - 21 65 -~ 65 - 65
Gay Huey Evans 24 2 26 - 26 70 — 70 - 70
Paul Heiden 87 5 92 7 99 80 ~ 80 - 80
Massimo Tononi? 70 1582 252 2 254 65 147 212 - 212
Jacques Aigrain® 64 586 650 8 658 - ~ - - -
Stuart Lewts 57 - 57 - 57 - - - - -
Stephen 0 Connar' 60 1 61 39 100 - - - - -
Sherry Coutu 13 - 13 - 13 - - - - -
Joanna Shields 12 1 13 — 13 - - — - -
Total Non Executive Directors fees 1,079 810 1,889 143 2,032 985 168 1,153 63 1216

Notes

1 Benehits 1n Kind telate to travelling cxpenses including taxes where applicable These benefits include use of chauffeur driven car for M1 Gibson STith and international flights for M1 O Conner

2 Baroness (Janet) Cohen recewved a fee of €26 000 (or £21 488 at £1 = €1 21) for her role as vice Charman of Borsa [talana s p A

3 Mr Tonom recewved a combined fee of €214 332 (E177 133} for his roles as Chatrman and Director of Borsa [tallana$S pA Charrmanof CC&G Chairman of EurgTLX and Chairman and Director of
Landon Stock Exchange Group Holdings ([talia) Mr Tonom renounced his fees for FY13/14 period as Director of Borsa Italtiana S p A and London Stock £xchange Haoldings {[talia) on 1 January

2014 and 20 March 2014 respectively

& Mr Aigrain recetved an annuahsed fee of £530 000 as Chairman of LCH Clearnet [n addition he received a cne off additional fee of €100 000 for performing the role of intenm Executive
Chairman in the absence of an LCH Clearnet CEQ [n addition to travelling expenses he was also m receipt of health cover which ceased on 1 Apnil 2014
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The following graph shows for the finanaal year ended 31 March 2014 and for each of the previous live years the TSR on a holding of the Comnpany s
ordinary shares of the same knd and number as those by reference to which the FTSE 10015 calcutated The TSR graph represents the value at 31 March
2014 of £100 vested in Londaon Stock Exchange Group plc on 31 March 2009 compared with the value of £100 invested inthe FTSE 100 Index over the
same peniod As a member of the FTSE100 we have chosen the FTSE100 Index as it 15 currently the most relevant index for benchmarking our performance

over the five year pernod

Flve-year TSR chart v FTSE 100

FTSE 100 — LSEG
L H
508
400
300
200 . . O
100 T
0
Mar hMar Mar Mar Mar Mar
2009 2010 2011 2012 2013 2014
Historic levels of CEO pay
CED single total figure Annual bonus payout against  Long term incentive vesting rates
Year ended 31 Maich €ED ration (£ 0OC) opportunity % agalnst maximum opportunity %
2014 Xavier Rolet 6297 93% 100%
2013 Xavier Rolet 6015 89% 100%
2012 Xavier Rolet 5245 100% 65%
2011 Xavier Rolet 2134 89% _
2010 Xavier Rolet! 1873 71% _
Clara Furse? 400 49% 0%
Notes
Xavier Rolet

1 Inthe role of CEO fiom 20 May 2009 appowted ta the Board 16 March 2009

Clara Furse
2 Inthe role of CEQ until 20 May 2009 She resigned from the Board on 15 July 2009
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Annual Report on Remuneration continued

Percentage change in remuneration of CEO

The table below shows the percentage year-on-year change 1 salary
benefits and annual bonus earned between the year ended 31 March 2013
and the year ended 31 March 2014 for the CEO compared to the average
of the representative sample of UK employees (all LSEG UK employees

excludng LCH Cleamnet)

Salary Benefits _ Annual Bonus
CED +4% +5% +10%
Average pay of Group UK employees' +3% +10%? +14%
Notes

1 This group has been setected to reflect the junsdiction tn which the CEQ 15 based
LCH Clearmet employees are not included for this year as they are currently ona
different pay cycle

2 10 per cent increase in benefits cost in UK 15 largely due to implementation of
pension auto enrolment {with effect from 1 January 2014)

Relative importance of spend on pay

The table below shows the relative FY13/14 v FY12/13 expenchture of the
Group on Dividends versus Total Employee Costs These Rgures are taken
directly from the Notes to the Financial Staternents at the back of this report

Year on year increases (%) FY13/14 FY12/13  Annual Increase

Dmdends Paid In
Financial Year

Total Employee Casts £303 9m’ £167 3m +B2%

£808m £774m +4%

Note
1 Total employee costs include LCH Clearnet with effect from 1 May 2013 onwards
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Statement of directors’ shareholdings and share interests as at 31 March 2014 (Audited)

Al Executive Directors who served in the financial year with the exception of David Warren who was appointed to the Board on 2 July 2012 currently own
shares outnght and at a level exceeding therr required shareholding as described in the section on Share Ownership Guidelines on page 79 based on a share
price of £19 70 (being the closing share price on 31 March 2014) Current shareholdings are surnmarised in the following table

Shares held Options held* Minimum Shareholding Requirement
Unvested and Unvested and
subjoct to subject to vested Current New Shareholding
owned p d but not Requt q as at 31 March Requirement

Outright conditions ploy t ised (% salary) (% salary) 2014 (% salary) met
Executive Durectors
Xavier Relet 329 598 560 559 712 -~ 100 200 921 Yes
David warren - 138 695 - - 100 200 - No
Raffaele Jerusalm 41721 164 278 - - 100 200 228 Yes
Non-Executive Directors
Chris Gibson Smith 63 757 — — - — - - NiA
Andrea Munarl - - = - = - - N/A
Paolo Scarom - = = - - - - N/A
Robert Webb 1200 - - - - - - N/A
Paul Heiden 3000 - - - - - - N/A
Massimo Tonont - - - - - - - N/A
Jacques Agrain = - - - - - - NrA
Stuart Lewts - - - — - - - N/A
Stephen 0 Connor - - - - - - - N/A
Sherry Coutu - = - - - - - N/A
Joanna Shields — - - - - - _ NIA
Former Directors
Baroness {Janet) Cohen 6616 - - - - - - N/A
Sergio Ermott - - - - - - - N/A
Gay Huey Evans — ~ - - - _ - NIA
Note

1 No aplions were exercised by the Directors durning the year 1o 31 March 2014

Directors’ Interests in Ordinary Shares — Beneficial, Family and any Connected Persons Interests (Audited)

Ordinary Shares Held LTIP Options® SAYE nptions Total Interests

31 March 2014 31 March 2013 31 March 2014 31 March 2013 31 March 2014 31 March 2013 31 March 2014 31 March 2013

Executive Directors

Xawvier Rolet 329 598 191 840 560 559 643 112 712 - 890,869 834 952
Dawid Warren - - 138 695 B4 661 - - 138 695 84,661
Raffaele Jerusalmi 41721 41721 164 278 184 554 - — 205 999 226 275
Non-Executive Directors

Chris Gibson Smith 63757 63 757 - - - - 63 757 63 757

Andrea Munan = - - - - - — —
Paolo Scaront ~ - - — - — _ _
Robert Webb 1200 1200 - = - - 1,200 1200
Paul Heiden 3000 3,000 - = - - 3000 3000
Masstimo Tononi - - - - - - _ —
Jacques Aigrain - - - - - - _ _
Stuart Lewis - - - - - - _ _

Stephen O Connor - - - - _ _ — _
Sherry Coutu - - _ - - - _ —

Joanna Shields - - - - - - - -
Formert threctors

Baroness (Janet} Cohen 6616 6,616 - = - - 6616 6616
Sergio ETmottl - - - - - - - -

Gay Huey Evans - - - - - - - -

Notes

1 Raffaele Jerusatrm s shareholding was overstated by 5 208 sharesn 2013 e still met and continues to meet his mintmum shareholding requirement
2 LTIP performance shares are structured as nil cost options

3 There have been no further changes n these mterests between 31 March 2014 and 15 May 2014

140d3y J1D3L1VHLS

FINUYNUIAOD

SINIWILYLS IYIONYNIL dNOUD

NOLIYWHOINT HIATOHIUYHS




96 Governance London Stock Exchange Group plc Annual Report 2014

Directors’ Remuneration Report co =~ ¢

Annual Report on Remuneration continued

Long Term Incentive Plan Table
The Long Term Incentive Plan has two elernents a conditional award of Performance Shares and an award of Matching Shares linked to nvestment by the
Executive in the Company s shares

The awards are dependent on TSR performance for 50 per cent of the award with the other 50 per cent dependent on an adjusted basic EPS growth target
Details of performance conditions are set out on page 79

The table below sets out the Executive Directors Long Term Incentive Plan awards (including the exercise of vested shares in FY13/14) as at 31 March 2014

Number of shares
Price at Award Vested Lapsed Price at Value at Prices at Vatue at
Dateof  award At start during during during Atend vesting vesting vesting Exercise exercise exercise
award  date £ of year the year year year of year date date £ date £ date date € date £  Comment
Xavier FY12/13
Rolet 14/09/2010 700 142,857 - 142857 - - 16/09/2013 1624 2319998 15/11/2013 1575 2,245736 Actual
FY12/13
27/09/2010 703 92073 - 92073 - - 27/09/2013 1566 1,441863 15/11/2013 1575 1449981 Actual
FY13/14
03/06/2011 971 139031 - - — 139031 03/06/2014 1913 2,659,663 - - Estimate
FY13/14
08/07/2011 1065 63 380 - - - 63380 03/07/2014 1913 1,212,460 - - Estimate
19/06/2012 974 138674 - - — 138674 19/06/2015 - - - -
21/06/2012 1006 67097 - - - 67097 21/06/2015 - = - -
12/06/2013 1348 101 585 - - 101585 13/06/2016 - - - -
12/06/2013 1388 s0792 - - 50792 13/06/2016 = = - -
643,112 152377 234930 - 560559 3761861 3,699,717 FY12/13
Actual
3,872,123 FY13/14
Estimate
Dawnd
Wwarren 0240772012 1004 84 €61 - - — 84661 D02/07/2015 - - - -
12/06/2013 1188 54 034 = - 54034 13/06/2016 - - - -
84 661 54 034 - — 138,695 - -
Raffaele F¥12/13
Jerusalrm  14/09/2010 700 71428 - 71,428 - — 16/08/2013 1624 1,159991 15/11/2013 1577 1126146 Actual
FY13/14
03/06/2011 971 51 493 - - — 51493 03/06/2014 1913 985,061 - - Estimate
19/06/2012 974 61633 - - — 61633 19/06/2015 - - - -
12/06/2013 1388 51152 = — 51152 13/06/2016 - - - -
184 554 51152 71428 - 164 278 1159991 1126,146  FY12/13
Actual
985,061 FY13/14
Estimate
Note

All estimates are shown separately in bold They will be fully disclosed in next year s Annual Reparl an Remuneration




Governance Directors’ Remuneration Report

97

Remuneration Committee — Governance

The Remnuneration Cornmittee 1s appainted by the Board and comprises
onty independent Non-Executive Directors The Commuttee s remit includes
the remuneration of the Chawrman of the Group Executve Diectors and the
Executive Commiitee (please see pages 20 and 21 for details of the Groups
Executive Commtteg) including the awards made under the performance-
related incentive schemes

Allmembers of the Comrmttee are considered to be ndependent

Detalls of the Commuttee s rermt and activities are set out 10 this Drectors
Remuneration Report The Committee has wniten terms of reference which
are available from the Group Company Secretary or at the corporate
governance section of the Company s website at www Iseg com

Dunng the year ended 31 March 2014 the Comrmttee met on five occasions

Remuneration Committee composition and meeting attendance
in the year ended 31 March 2014

Total

Robert Webb (Chairman) S/5
Chnis Gibson-5mith 5/5
Gay Huey Evans {resigned 17 July 2013) 15
Paolo Scarom 5/5
Sergio Ermoth {resigned 17 July 2013) 15

To asstst the Commuttee the results of market surveys are made available
and where appropnate the Commttee invites the views of the Chief
Executwve Officer Chief Ainancial Officer and Head of Human Resaurces
None of these individuals or the Chawrman participated n any discussion
relating tothelr own remuneration

Statement of shareholder voting
The table below sets out the results of the vote on the Drectors' Remuneration
Report at the 2013 AGM

Votes for Votes against Votes cast Votes withheld
Number % Number %
210,062,132 96 86 6,806,546 314 216,868,678 791,531

Advisors

The Remuneration Committee continues to be rmindful of recommendations
from key stakeholders including inshtutional invester bodies and the
Comimittee consults with rajor shareholders on any key decisions taken

belmtte LLP1s the pnincipal advisor appointed by the Committee to provide
mdependent advice on Executive remuneration policy and practice and
reviews our policy framework and tmplementation thereof aganst current
and ernerging corporate governance best practice During the year Delotte
receved £152 600 {excluding VAT) based on actual tirme spent for these
services Separately other parts of Deloitte LLP also advised the Cormpany

n FY13/14 1inrelation to {ax internal audit nsk management consulting and
transaction support services

Deloitte 1s a founder member of the Remuneration Consultants Group
and as such voluntanly operates under the code of conduct i relation to
Execute remuneration consulting in the UK The Committee 1s satisfied
that the advice provided by Deloitte LLP1s independent and objective

Outside appointments

Executive Directors are allowed to accept appointments as Non-Executive
Directors of other companres with the prior approval of the Chairman
Approval wall only be given where the appointment does not represent a
confiict of interest with the Company s activities and the wider exposure
gained will be beneficial to the development of the individual Executive
Dwrectors may retain fees toencourage them to seek out the development
opportunities and valuable expenience afforded by these appointments
and in recognition of the personal respensibility Executives assume in such
roles and we would disclose these fees

At present none of the Executive Errectors are i receipt of additional fees

Signed on behalf of the Board of Directors

fote it

Robert Webb
Chairman of the Remuneration Commuttee
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Directors’ report

The Directors of the Company are pleased to present their
Annual Report to sharcholders, together with the financial
statements for the year ended 31 March 2014

The following sections of the Annual Report are incorporated intc this

Directors Report by reference

— The information that fulfils the requirements of the Strategic Report
(including the Financial Review) can be found on pages 2-53 and

— Board of Directors on pages 54 and 55

Results

The Group made a profit before taxation before amortisation of purchased
intangible assets and non-recurnng items of £442 4 milhon (2013 £3807
milhon) After taking into account amortisation of purchased intangible
assets and non-recurring ttems the profit of the Group before taxation for
the year ended 31 March 2014 was £284 3 mithon (2013 £298 9 mullion)
Profit after taxation was £182 7 rmllon (2613 £215 5 rmlhon)

Dividends

The Directors are recommending a final dnadend for the year of 207 pence
(2013 19 8 pence) per share which 1s expected to be paid on 19 August 2014
to shareholders on the reqister on 25 July 2014 Together with the interim
dwidend of 10 1 pence (2013 9 7 pence) per share paid 1 January 2014
this produces a total dividend for the year of 30 8 pence (2013 29 5 pence)
per share estimated to amount to £83 3 million {2013 £797 millicn)

Share capital

As at 31 March 2014 the Company had 271 1 rmillion ordinary shares in 1ssue
with a nominal value of 6 4, pence each representing 100 per cent of the
total 1ssued share capital There were no changes to the Company's 1ssued
ordinary share capital duning the year

Share rights

The nghts and abligations attached to the Company s ordinary shares are set out
n the Company s articles of association copies of which can be obtaned from
Companies House in the UK or by wnting to the Group Company Secretary

No shareholder shall be entitled to vole at a general meeting either in person
or by proxy 1n respect of any share held by him or her unless all momes
presently payable by himin respect of that share have been paxd In addition
no shareholder shall be entitled to vote either in person or by proxy 1f he has
been served with a notice under section 793 of the Companies Act 2006
(concerning interests in these shares) and has failed to supply the Company
with the requisite nformation

Other than restnictions considered to be standard for a UK listed company
there are no imitations on the holding or transfers of ordinary shares mthe
Company beth of which are governed and regulated by the Cornpany s
articles of association and applicable legislation and regulation and the
Company 1s not aware of any agreements between holders of shares that
may result in restrictions on the transfer of shares or on voting nghts

Corporate Governance Statement

The Company s Corporate Governance Report and the reports of the
Nomination Audit and Risk Committees are set out on pages 56-69 and are
together wath the infermation on share nights set cut above incorporated
Into this Corporate Governance Statement by reference

Articles of Association

The Company's articles of association (adopted by special resolution passed
on 14 July 2010) may only be amended by special resolutton at a general
meeting of the shareholders
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Substantial Shareholding

As at 15 May 2014 the Company had been notified of the following mterests
amounting to more than three per cent i the 1ssued share capital of

the Company in accordance with DTR 5 of the FCA Disclosure and
Transparency Rules

Borse Dubar Limited 20 6%
Qatar Investment Authonity 15 08%

Authonity to Purchase Shares

The authonty for the Company to purchase in the market up to 27 000060
of its ordinary shares (representing less than 10 per cent of the 1ssued share
capital of the Cormpany as at the latest practicable date before publication
of the Notice of the Company s last AGM}) granted at the Company s last
AGM expires on the date of the forthcoming AGM  Although the latter
authority was not utihsed by the Company shareholders will be asked

to give a similar authority to purchase shares at the forthcorming AGM

Directors’ interests

Directors interests in the shares of the Company as at 31 March 2014
according to the tegister maintained under the Compares Act 2006 are set
out in the Directors’ Remuneration Report on pages 95 96 No company

n the Group was during o1 at the end of the financial year party to any
contract of signtficance in which any Director was matenally interested

Employees

Information on the Comparw s employment poiicies is given on page 36

and information on the Group s share schemes 1s provided in the Directors
Remuneration Report on pages 70-97 The Company provides an inducticn
programme for new employees including traning on health and safety

and a range of development programmes for all staff to develop theu sklls
and knowledge The Cornpany encourages and assists the employment
training and retention of disabled people Where changes to warking practices
or structure affect staff they are consulted and given the appropriate support
All employees are provided with inforrnation on matters of concern to themn
n thewr work through regular briefing meetings and internal publicaticns

GHG Emissions

|
Global FY14 GHG Emissions
(1 April 2013 to 31 March 2014) (t€O,e)

Total Scope 1 & 2 Emissions (as per below) 22 B43
per m?! 026
per FTE 720
per £m Revenue 2099

Combustian of fuel and operatien of facilities? 1,392

Purchase of electncuy heat stearn and cooling

by the Group for its own use? 21451

1 Total bullding floor space including data centres

2 Scope 1including Natural Gas Diesel LPG and Fleet Vehicles

3 Scope 2 (The Group does not purchase heat steam or cooling)

Note FY14 GHG Ermissiens wall form the new baseline for GHG emissions due to signithcant
changes in the LSEG incorparaling FTSE and LCH Clearnet

Further details of our approach to environmental issues mcluding
greenhouse gas emissions can be found in the Gur Wider Responsibility
section of the Strategic Report on page 36 Full details of our corporate
responsiility (CR) practices can be found in the Group s CR report at
www lseg com/corporate-responsibility/corporate-responsibility htm

Political Donations and Expenditure
The Group made no pohtical donations and incurred no poliical expenditure
during the year It remams the Company s policy not to make political
donations or to incur political expenditure however the apphicatton of the
relevant provisions of the Comparies Act 200615 potentially very broad
natureand as lastyear the Board 15 seeking shareholder authonty to ensure
that the Group does not inadvertently breach these provisions as a result of
the breadth of its business activities although the Board has no intention of
using this authonty Accordingly the Board 1s proposing that shareholders
pass a resotution at the forthcoming AGM to authorise the Group to
— make political donations to political parties and independent election
candidates not exceeding £100 0001 total

— rmake political donations to political orgamsations other than political
parties not exceeding £100 000 intotal and

— incur political expendrture not exceeding £100 000 1n total
and in aggregate not exceeding £100 000 until the Company's AGM 10 2315
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Signtficant agreements

The following are sigmificant agreements to which the Company s a party
that take effect alter or terrminate upon a change of control of the Company
following a takeover bid

Facility Agreement

The Company (as borrower) has entered into a revolving facihty agreement with
The Bank of Tekyo-Mitsubishi UF) Ltd HSBC Bank plc Morgan Stanley Bank
International Limited The Royal Bank of Scotland plc Abbey National Treasuny
Semvices plc Barclays Bank plc and Lloyds T5B Bank ple dated 18 July 2013

The above agreement contains terms appropriate for an mvestment grade
borrower including change of control provisions which f tnggered allow the
faciity agent upon nstructions from the majonty lenders to cancel the factlity
and declare all outstanching loans under the agreement together wath accrued
interest and all other amounts accrued due and payable

Notes

The Company has issued two stering Notes to the wholesale fixed income
market due 2016 and 2019 Both Notes cantain a redemption upon change
of contral provision which 1f tnggered by the combination of a change

of control and within 120 days thereafter a credit rating downgrade to
non-investment grade allows Note holders to exercise their optton to require
the Issuer to redeem the Notes and pay any accrued and unpaid interest due

Retail Bond Issue

The Company has 1ssued sterling dencminated retall bonds under its £1 000
millon Euro Medium Term Note Programme, which are due 2021 The retait
bonds contaw change of control provisions which 1f tnggered allow the
hotder of these bonds to have the aption to require the Issuer Lo repay early
or to purchase the bonds of that holder at their face value together with
accrued interest

Employee Share Plans

The rules of the Company's employee share plans set out the consequences
of a change of control of the Company on employees rights under the plans
Generally such nights will vest on a change of control and participants will
become entitled to acquire shares in the Company (although in certain
cucumstances the Remuneration Committee has the discretion to defer
vesting and to require nghts to be exchanged for equivalent nghts over

the acquiming company s shares)

Employee benefit trust

As at 31 March 2014 the trustee of the London Stock Exchange Employee
Benefit Trust which1s an independent trustee held 0 6 million shares

(2013 11 mufhon) under the terms of the trust for the benefit of employees
and former empiloyees of the Company and its subsidianies The trustisa
discretionary trust and the shares are held to meet employees entitlements
under the Company s share plans Employees have no voting nghtsn relation
to the shares while they are held in trust The trustee has full discretion to
exercise the voting rights attaching to the shares or to abstain from voting
Shares acquired by employees through the Company s employee share plans
rank equally with the crdinary shares in1ssue and have no special nghts

Branches outside the UK
Certain of the Company s subsidianes have established branches in a number
of different countnies in which they operate

Financial risk management

The use of fimancial nstruments by the Group and the Groupss financial sk
management have been specifically considered by the Drectors and relevant,
disclosures appear in Pnncipal Risks and Uncertainties on pages 48-53 of
this Annual Report and i the notes to the Financial Staterments on pages
110-141 of this Annual Report and in each case are incorporated by reference
nto this Directors Report

Audit informatton

In accordance with Section 418(2) of the Companies Act 2006 the Dwrectors

confurm 1n the case of each Dwrector in office at the date the Birectors Report

1s approved that

— so far as the Director 15 aware there s no relevant audit information of
which the Company s auditors are unaware and

~— hefshe has taken al! the steps that he/she ought to have taken as a
Director w1 order to make mimself or herself aware of any relevant audit
information and to establish that the Company s auditors are aware of
that information

Auditors

On 22 April 2014 the Group announced that following a competitive
tender process it was proposing to appoint Ernst & Young LLP [EY) as
auditor of the Group Further details of the tender process can be found
within the Report of the Audit Committee on page 68

A resolution to reappoint EY as the Company's audrtors will be proposed
at the AGM

Strategic Report
The Strategic Report {pages 2-53) was approved by the Board on
14 May 2014 and signed on thetr behalf

By Order of the Board

I Gt

Lisa Condron
Group Company Secretary
15 May 2014
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Statement of directors’ responsibilities

The Directors are responsible for preparing the Annual Report,
the Directors’ Remuneration Report and the financial statements
in accordance with applicable law and regulations

Company law requires the Dizectors to prepare financial staterments for

each financial year Under that law the Dhrectors have prepared the Group
and Company financial statements 1 accordance with International
Financial Reporting Standards (IFRSs) as adopted by the European Unicn
Under company law the Directors must not approve the financial staternents
unless they are satisfied that they give a true and fawr view of the state of the
affairs of the Group and the Company and of the profit or loss for that period

In prepanng those financial statermnents the Directors are required to
— select suitable accounting policies and then apply them consistently

— make Judgements and accounting estimates that are reasonable
and prudent

— state whether applicable [FRSs as adopted by the European Union have
been followed subject to any matenal departures disclosed and
explamed in the financal statements and

— prepare the financial statements on the going concern basis unless
1t 15 Inappropnate tc presume that the Group will continue in bustness

The Directors confurm that they have complied with the above requirernents
1 preparing the financial statements

The Dwrectors are responsible for keeping adequate accounting records that
are sufficient to show and explain the Company s transactions and disclose
with reasonable accuracy at any time the financial pesition of the Company
and the Group and to enable them to ensure that the financial statements
and the Directors Remuneration Repert comply wath the Companies Act
2006 and as regards the Group financial statements Article 4 of the 1AS
Regulatlon The Directors are also responsible for safeguarding the assets

of the Company and the Group and for taking reasonable steps for the
prevention and detection of fraud and cther iregulanties

The Directors are responsible for the maintenance and integnity of the
Company s website Leqislation 1n the United Kingdom governing the
preparation and disserrination of financial statements may differ from
leqislation in other junsdictions

The Group's business activities together with the factors likely to affect
1ts future development performance and posttion are set out in the
Overview and Strateqgic Report sections of the Annual Report on pages
2-53 In particular the current ecomomic conditions continue to pose a
number of 11isks and uncertanties for the Group and these are set out
Prnincipal Risks and Uncertainties on pages 48-53

The financiat nsk management objectives and polictes of the Group and

the exposure of the Group to capital risk credit sk market nsk and lquidity
nisk are discussed on pages 114-17 The Group continues to meet Group and
indwidual entity capital requirements and day-to-day hquidity needs through
the Group's cash resources and available credit facilities Cormnmitted term
funding at 31 March 2014 was £1 649 million which 1s commutted until July
2016 or beyond (2013 £1 650 millon £1 400 mithion of which was committed
until December 2014 or beyond) descnbed further in the Financial Review on
pages 38-43

The Directors have reviewed the Groups forecasts and projections taking into
accournt reasonably possible changes it trading performance which show
that the Group has sufficient inancial resources On the basis of this review
and after making due enquines the Dwrectors have a reasonable expectation
that the Company and the Group have adequate resources to continue in
operatonal existence for the foreseeable future Accordingly they continue
to adopt the going concern basis i prepanng the financial statements

Each of the Directors whose names and functions are set out on pages

54-55 of this Annual Report confirm that to the best of their knowledge

and belief

— the Group financial staternents which have been prepared in accordance
with IFRSs as adopted by the EU give a true and fair view of the assets
labilities financial position and prefit or loss of the Company and the
Group taken as a whole

— thereport of the Dueclors contaned in the Armual Report includes a
fair review of the development and performance of the business and the
position of the Company and the Group taken as awhole together with
a description of the principal nsks and uncertamnties that they face and

— they consider that the Anmual Report and Accounts 2014 takenas a
whole 15 fair balanced and understandable and provide the information
necessary for shareholders to assess the Companyss performance
business model and strategy

By Order of the Board

I Gl

Lisa Condron
Group Company Secretart
15 May 2014
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Independent Auditors’ Report to the
members of London Stock Exchange Group plc

Report on the financial statements

Our opinion

[n our opimion

— The financial statements defined below guve a true and far view of the
state of the Groups and of the Parent Company s affairs as at 31 March
2014 and of the Group s profit and of the Group s and Parent Company s
cash flows for the year thenended

— The Group hinancial statements have been properly prepared in
accordance with International Fmancial Reporting Standards (IFRSs)
as adopted by the European Umon

— The Parent Company financial statements have been properly prepared
in accordance wath IFRSs as adopted by the European Umon and as
applied i accordance with the provisions of the Compames Act 2006 and

— The Anan¢ial staterments have been prepared in accordance with the
requirernents of the Compames Act 2006 and as regards the Group
financial statements Article 4 of the TAS Regulation

This opinion 1s Lo be read i the context of what we say in the remainder of
this report

What we have audited

The Group financial statements and Parent Company financial statements
{the “financial staterments™) which are prepared by London Stock Exchange
Group ("LSEG™) plc comprise

-— the Group and Parent Company balance sheet as at 31 March 2014

— the Group meome statement and statement of comprehensive iIncome
for the year then ended

-— the Group and Parent Company statements of changes in equity and
statements of cash flows for the year thenended and

— the notes to the financial staterments which include a summary of
sigmficant accounhing policies and other explanatory information

The hnancial reporting framework that has been applied in thewr preparation
comprises apphcable law and IFRSs as adopted by the Eusopean Unionand
as regards the Parent Company, as applied wn accordance with the pravisions
of the Compames Act 2006

What an audit of financial statements involves

we conducted our audit \n accordance with International Standards on

Auditing (UK and Ireland) (1SAs (UK & Ireland)} An audit involves obtatning

evidence about the amounts and disclosures 1n the Ainanaial statements

sufficient to give reasonable assurance that the financal statements are free

from material misstatement whether caused by fraud or error This includes

an assessment of

— whether the accounting policies are appropnate to the Group s and
Parent Company s circumstances and have been consistently applied
and adequately disclosed

— thereasonableness of sigmficant accounting estimates made by the
Dwectors and

— the overall presentation of the financial staternents

In addition we read all the financial and non-financial information m

the Annual Report and Accounts (“Annual Report”) to wdentify matenal
nconsistencies with the audited financial statemerits and to wentify any
information that is apparently matenally ncorrect based on or materially
inconsistent with the knowledge acquired by us in the course of performming
the aucht If we become aware of any apparent matenal misstatements or
inconsistencies we consider the implications for our report

Overview of our audit approach

Matenahty

We set certain thresholds for mateniality These helped us to determine the
nature tirmng and extent of our audit procedures and to evaluate the effect of
misstaternents both indwidually and on the financial statements as a whale

Based on our professional judgment we determined overall matenality for the
Group financial staternents as a whole tobe £22 1 rillion being five per cent
of profit before tax acquisition amorhisation and non-recurnng items We
chase this benchmark because we believe 1t 15 a reasonable representation of
the underlying performance of the Group

We agreed with the Audit Comrmttee that we would report to them
misstatemnents identifted dunng our audit above £500 000 as well as
misstatements below that amount that in our view warranted reporting
for qualitative reasons

Overview of the scope of our audit

When establishing the scope of our audit we considered the internal
organisation of the Group and determined a scope of audit work that
optirmsed the coverage of nisks balances and transactions

We scoped our audit based on the Groups legal entity structure Our work
focused pnimarnily on those entities which in our view required an audit of
their complete financial information due to their size and nsk characteristics
This work included an audit of those entities that compnise all or substantially
all of the Capital Markets Post Trade Semices Information Services and

LCH Clearnet businesses which together constituted 97 pert cent of the
Group profit before tax acquisition amortisation and non-recurrning items

In addition we carmned out specific audit procedures on certain financial
staternent line items and performed work on the conselwdation process

This gave us the endence we needed for our opirion on the Group Ainancial
statements as a whole

In establisng the overall approach to the Group audit we determined

the type of work that needed to be performed at the legal entities by us

by component auditors from another PwC network firm and one other
firm operating under our nstruction Where the work was performed by
component auditors we determined the level of involvement we needed to
have n the audit work at those legal entities to be able to conclude whether
sufficient appropriate audit evidence had been obtained as a basis for our
opinion on the Group financial statements as a whole

Areas of particular audit focus

In prepanng the financial staternents the Directors made a number of
subjective Judgements for example in respect of sigmficant accounting
estimates that involved making yjudgments and considering future events
that are inherently uncertan We primanly focused our work in these areas by
assessing the Directors Judgements against available evidence forming our
own judgements and evaluating the disclosures in the financial statements

In our audit we tested and exanmined information using samphng and other
auditing techmgues to the extent we considered necessary to provide a
reascnable basis for us to draw conclusions ‘We obtained audit evidence
through testing the effectiveness of controls substantive procedures or a
combination of both

We considered the following areas ke be those that required particular focus

n the current year This 1s not a complete st of all nisks or areas of focus
wdenhfied by our audit We discussed these areas of focus with the Audit
Committee Ther report on those matters that they considerad to be sigrificant
1ssues N relation to the financial statements 1s set out on pages 67-68
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Area of focus

How the scope of our audit addressed
the area of focus

Area of focus

How the scope of our audit addressed
the area of focus

Goodwill impairment
assessment

we focused on this
area because the
deterrmination of
whether or not

the carrging value

of goodwtlhis
supportabte nvolved
significant judgements
about the future
performance of the
business as set out In
note 13 to the Group
financial statements

We evaluated the Directors forecast of future cash
flows including companng them to the latest Board
approved budgets and considering past
performance agamst budget We also tested the
integrity of the model and assessed how both
internal and external drivers of performance were
incorporated into the projections In particular
we challenged
— The Director s key assumptions for short and
long term revenue growth rates by comparing
them to economic and industry forecasts and
— The discount rate used by independently
recalcutating the cost of capital

To direct our testing to the areas of highest risk we
performed sensitmty analysis including assessing
the impact of reasonably possible changes in
discount rates revenues and operating margins

on the goodwill carryimg value

We also evaluated the adequacy of disclosures
made in note 13 to the Group financial statements

Consclidation of
LEH Cleamet

We facused on this area
because the governance
and management of
LCH Clearnet 1s subject
to complex shareholder
agreements and
therefore jJudgementis
required to determine
whether the Group
exercises controt over
LCH Clearnet

We read the shareholder agreements and assessed
the nature of the interactions between LSEG

LCH Clearnet and other non con{rolling nterests
includmg Board balance nghts of veto and nights
to appont and remove Directors

We also evaluated how the Group demeonstrated
its abihity to exercise control over LCH Clearnet

n practice for example in connection with key
governance decistons such as the setting of
strategy appontment of the CEO approval of
remuneration of senior management and changes
n material contracts

Purchase Price
Allocatlon on
acquisition of
LCH Clearnet

we focused on this area
because judgement s
required to allocate the
price paid between the
different m{angible
assets acquired

We tested the Directors purchase price allocation

exercise Including evaluating the reasonableness

of the assumptions used testing the input data

and re-performing the mode! calculations As part

of this work we

— Met with the third party valuers who carred
out the Directors purchase price allocation
exercise to understand the methodology used
and also therr view on the key sensitivities and
Judgments taken

— Assessed the methodology used including
consudening valuation best practice relevant
to the LCH Clearnet exercise and

— Challenged the assumptions used ncluding
revenue growth operating margin customer
attrition and discount rates by comparing
them with historical performance and
constdering how external performance
drivers were imcarporated into the projections

We also evaluated the appropriateness of the
disclosures made 10 note 28 to the Group
financual statements

Central Counterparty
Clearing (‘CCP’) assets
and liabilities

we focused on this
area because of the
ragnitude of the
balance in the overall
context of the Group
specifically we focused
on the completeness
valuation and existence
of the CCP assets and
habilties recogmsed
onthe Group

balance sheet

In respect of the ltalian clearing business

we tested the 1T general computer controls and
automated controls for clearing systems as well
as the manual controls over processing activities
We also tested the reconcihiations between the
operational systems and the financiat records and
obtamned external confirmations for a sample of
CCP balances at the year end and all cash balances
in relatien to default funds

[nrespect of the UK clearing business we tested
the IT general computer controls and automated
controls for clearing systems as well as the manual
controls over processing activities We also tested
the reconctiiations between the operational
systerns and the financal records
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Independent Auditors’ Report to the
members of London Stock Exchange Group plc

I AL
IS (IR SRS\

How the scope of our audit addressed Gotng Concern

Area of focus the area of focus Under the Listing Rules we are required to review the Directors statement
set out on page 101 nrelation o gong concerm We have nothing {o report
Risk of fraud in For the Group s main Capital Markets secondary having perfarmed our review
revenue recognition  businesses we tested the accuracy of the capital
markets secondary revenue by rebuilding the As noted m the Directors’ statement the Directors have concluded that

ISAs (LUK & Ireland) pricing model and independently recalculating 1t 15 appropniate to prepare the Group's and Parent Companyss financial
presumethereisansk  the total revenue using the base trade data statements using the gaing concem bagis of accounting The going concern
of fraud n revenue Additional testing of revenue included basis presumes that the Group and Parent Company have adequate resources
recogmttonasartesult  — Testing of the IT general controls for revenue to remain in operation and that the Directors intend them tode so for at
of the potential for systemns and agreeng output from revenue least ane year from the date the financal statements were signed As part
managermenit bias systems to financial ledgers of our audit we have concluded that the Directors use of the going concern
m order to achieve — Tracing full populations of revenue postings basis 1s appropriate
planned results through to cash or recewvables and

investigating unusual iterns However because not all future events or condiions can be predicted these
we focused on the — Testing compliance with complex contractual staternents are not a quarantee as to the Group s and the Parent Company s
accuracy of Capital agreements for a sample of Informatton abtlity to continue as a going concern
Markets secondary Services revenue postings
revenue and the Opinions on other matters prescribed by the Companies Act 2006
occurrence of In Gur opinion
informnation Services — the information given in the Strategw Report and the Directors’ Report
revenue because for the financial year for which the inancal statements are prepared 1s
of the higher nisk conststent with the financial statements and
posed by complex
tanff structures — the part of the Directors Remuneration Report to be audited has been

properly prepared in accordance with the Companies Act 2006
Risk of management  We tested journal entries mmcluding targeting
override of tnternal our testing at higher risk journats by stratifying

controls the population by nisk charactenistics

1SAs (UK & Ireland) We also tested key reconcihations for bank
require that we mtercompany and cther balance sheet accounts
consider this and

hencetisanareathat We assessed the overall control environment
recewves heightened of the Group and interviewed senor management

focus on every audit Groups legal nsk comphance and internal

conducted under these  audit functions

auditing standards
We understood the key trigger points for
incentive payments to senior management
and examined the sigmficant accounting
estimates and judgements relevant to the
financial statements for evidence of bias by
Durectors that may represent a risk of material
rmisstatement due to fraud
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Other matters on which we are required to report by exception

Adequacy of accountmg records and information and

explanations received

Under the Companies Act 2006 we are required to report to youf

N our opiMien

— we have not recetved all the information and explanations we require for
our audit or

— adeguate accounting records have not been kept by the Parent Company
or returns adequate for our audit have not been recewved from branches
not visited by us or

— the Parent Company financial statements and the part of the Directors'
Remuneration Report to be audited are not in agreement with the
accounting records and returns

We have no exceptions te report ansing from this responsibility

Directors’ remuneration

Under the Companies Act 2006 we are required to report 1if in our opinion
certan disclosures of Directors' remuneration specified by law have not been
made and under the Listing Rules we are required to review certain elements
of the report to shareholders by the Board on Directors remuneration We
have no excephions to report ansing from these responsibilities

Corporate Governance Statement

Under the Listing Rules we are required to review the part of the Corporate
Governance Statement relating to the Parent Cornpany s compliance with

nine provisions of the UK Corporate Governance Code (the Code) We have
nothing to report having performed cur review

On page 101 of the Annual Report as required by the Code Provision C 11

the Directors state that they consider the Annual Report taken as a whole

to be far balanced and understandable and provides the information

necessary for members to assess the Groups performance business model

and strategy On pages 67 and 68 as required by C 3 8 of the Code the Audit

Committee has set out the sigmhcant 1ssues that it consideredin relation

to the financial statements and how they were addressed Under ISAs

(UK & Ireland) we are required to report 1o gouif m our apimon

— the staterment gven by the Directors 1s matenally meonsistent with our
knowledge of the Group acqurred in the course of performing our aucht o

— the section of the Annual Report descnibing the work of the Audit
Commuttee does not appropriately address matters communicated by
us tothe Audit Commuttee

We have no exceptions to report ansing from this responsibility

Other information in the Annual Report

Under I5As (UK & Ireland) we are required to report (o you If tn our opinion

information n the Annual Report s

— matenally inconsistent with the nfermation in the audited financial
staterments or

— apparently matenally incorrect based on or materially mconsistent with
our knowledge of the Group and Parent Company acqumred tn the course
of performing our audit or

— 1sotherwise misleading

We have no exceptions to report arising fram this responsibility

Responsibilities for the filnancial statements and the audit

Qur responsibilities and those of the Directors

As explained more fully n the Directors’ Responsibilities Statement set out
on page 101 the Directors arerespensible for the preparation of the Group
and Parent Company financial statements and for being satisfied that they
give a true and fair view

Our responsibility 1s to audit and express an opinion on the Group and Parent
Company financial staternents 1n accordance with applicable law and 15As
(UK & Ireland) Those standards require us to comply with the Auditing
Practices Board s Ethical Standards for Auchitors

This report including the opmions has been prepared for and only for the
Company s members as a body 1n accordance with Chapter 3 of Part 16

of the Companies Act 2006 and for no other purpose We do not 1ngiving
these optmions accept or assume responsibility for any other purpose or to
any cther person to whom this report 15 shown or Into whose hands it hay
come save where expressly agreed by our prior cansent in writing

Alison Morris

Senior Statutory Auditor

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Lendon

15 May 2014
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Consolidated income statement

Year ended 31 March 2014 2004 2013
Before acquisition Acquisition Before acquisition Acquisition
amortisation and amortisation and amortisationand amortisation and
non recurang non recurnng non recurring non recurring
tems tems Total ttems 1tems Total
Notes £m £m £m £m £m £m
Revenue 4 1,088 3 - 1,088 3 726 4 - 726 4
Net treasury income through CCP business 1098 - 109 8 167 - o7
Other income 115 - 115 S8 18 3 281
Total iIncome 4 1,209 6 - 1,2096 05249 183 871¢
Expenses
Operating expenses 5 (698 &) (158 1) (856 5) (4227) {100 1) (522 8)
Operating profit/(loss) 7 511 2 (158 1) 3531 4302 (818) 3484
Finance income 55 - 55 27 - 27
Finance expense (74 3) - (74 3) 152 2) - 522
Net hnance expense 8 (68 8) - (68 8) (49 5} - (49 5)
Profit/{loss) before taxation 442 4 (158 1) 284 3 3807 (818) 2989
Taxation 9 (1264 7) 231 {101 6) 957 123 (83 4)
Profit/{loss) for the financial year 3177 (135 0) 1827 2850 68 5) 2155
Proht/{loss) attnbutable to non controlling interests 307 {181) 126 10 (25) (15}
Proht/(loss) atinbutable to equity holders 2870 {116 9) 1701 2840 {67 0) 2170
3177 (135 0) 1827 2850 {69 5) 2155
Basic earnings per share 10 63 0p 80 4p
Diluted earnings per share 10 61 4p 79 0p
Adjusted basic eamnings per share 10 107 1p 105 3p
Adjusted diluted earnings per share 10 104 4p 103 4p
Dividend per share in respect of the financial penod 11
Cwidend per share paid during the year 29 9p 287
Dividend pes shave declared for the year 30 8p 29 5h
Consolidated statement
of comprehensive income
Year ended 31 March 2014 2014 2013
Notes £m £m
Profit for the financial year 1827 2155
Other comprehensive mcome/{loss)
Itemns that may be subsequently reclassified to profit or loss
Defined benefit pension scheme actuanal loss lo 13 69
Cash flow hedge 03) 03
Net investment hedge (16 &) 0%
Change in value of available for sale financial assets 61 12
Exchange (loss)/gain on translation of foreign aperations (437) 192
Tax related to iterns not recagnised in income statement 9 15 39
Other comprehensive (loss)/income net of tax (56 1) 158
Total comprehensive income for the financial year 1286 2313
Attributable to non-cantrelling interests 52 (0 6}
Attributable to equity holders 123 4 2319

Total comprehensive income for the financial year 128 6 2313
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Balance sheets
31 March 2014 Group tompany
2014 2013 2014 013
Notes £m £m £m £m
Assets
Non-current assets
Property plant and equipment 12 933 301 - -
Intangible assets 13 2,476 0 20453 - -
Investments in associates 03 06 - -
Investments in subsichary undertakings 14 - 3,8589 37791
Deferred tax assets 15 422 192 - -
Denvatwve financial Instruments 18 67 43 67 40
Availahle for sale investments 18 48 - - -
Retiremnent benefit asset 16 145 - - -
Other non current assets 380 120 - -
2,6758 21655 3,865 6 37831
Current assets
Inventones 05 15 - -
Trade and other receivables 17 2505 1857 5341 5704
CCP financial assets 470,4977 137,620 2 - -
CCP cash and cash equivalents {restricted) 33,2785 84702 - -
CCP clearing business assets 18 503,776 2 146096 4 - -
Current tax 223 246 01 -
Assets held at fair value 18 187 61 - -
Cash and cash eguivalents 20 9192 4462 - 01
504,987 4 146760 5 53342 5795
Total assets 507,663 2 148926 0Q 4,399 8 4 3026
Liabilittes
Current liabilities
Trade and other payables 21 4015 2300 2043 1609
Defnwvatve financal nstruments 18 34 ot - -
CCP clearing bustness labilities 18 503,747 4 146088 1 - -
Current tax 148 432 - -
Borrowings 22 2787 04 260 -
Pravisions 24 28 1l - -
504,448 6 1463629 2303 1609
Non-current habilities
Borrowings 22 0450 796 4 796 6 796 4
Other non current payables 21 - 34 - -
Dervative financial instrumenis 18 &0 35 40 35
Deferred tax labilities 15 176 0 109 ¢ - -
Retirement benefit obligation 16 369 2586 - -
Qther non current hatwhties 192 - - -
Provistons 24 16 6 262 - -
1,2577 964 | 800 & 7999
Total liabilities 505,706 3 14732790 1,0309 960 8
Net assets 1,956 9 1599 0 3,368 9 34018
Equity
Capital and reserves attributable to the Company's equity holders
Ordinary share capital 25 168 t8 8§ 188 188
Retained (lesses)/earnings (79 0) (126 8) 1,5316 15645
Other reserves 1,5870 16385 1,818 5 18185
Total sharehotder funds 1,5268 15305 3,368 9 34018
Non-controlling interests 4301 68 5 - -
Total equity 1,956 9 15990 3,689 34018

o

il staternents on pages 106-141 were approved by the Boare

n 15 May 2014 and signed on 1its behalf by
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Cash flow statements

Year ended 31 March 2014 Group Company
2014 2013 2014 2013

Notes £m £m £m £m
Cash flow from operating activities
Cash generated frem/(absorbed by) operations 26 5154 4875 {130) [I5]
Interest recevad 46 24 235 471
Interest paid (717 {43 2) (62 6) (5t9
Corporation tax pad (99 8} 649 - 249
withholding tax pawd (23 2) (393) - -
Net cash inflow/{outflow) from operating activities 3253 3425 {52 1) 202
Cash flow from investing activities
Purchase of property plant and equiprment (23 6) 118 9) - -
Purchase of intangible assets (67 3) {28 2} - -
Investment in other acquisition - {112) - -
Investrnent in subsidiaries (376 5) (€l - -
Net cash inflow from acquisitions 4320 11 - -
Dividends receved 03 02 118 2 1607
Proceeds from sale of investment 1n associate 71 - - -
Net cash (outflow)/inflow from investing activities {28 0) (59 4) 118 2 1607
Cash flow from financing activities
Capital Raise 114 4 - - -
Dwidends pald to shareholders (808) (77 4) (80 8) (774)
Dhwvidends paid to non controlling interests 29 &3 - -
Cost of capital raise @7 - - -
Loans from/(to) ESOP trust - - - {139)
Loans to subsichary compames - - 166 {1394)
Purchase of own shares by ESOP Trust (28 0) (139) (28 0)
Proceeds from own shares on exercise of employee share options 23 03 - 03
Proceeds from borrowings 2835 2976 260 2976
Repayments of borrowings (91 4) (257 8) - {247 8)
Net cash inflow/{outflow) from financing actiities 194 4 (55 5) {66 2) (180 6)
Increase/(decrease) in cash and cash equivalents 4917 2276 (0 1) 03
Cash and cash equivalents al beginning of year 462 2160 o1 02
Exchange (losses)/gains an cash and cash equivalents {187) 26 — {04)
Cash and cash equivalents at end of year 9149 2 446 2 - 01

Group cash tlow does not include cash and cash equivalents held by the Group s Post Trade operations on behalf of its cleanng members for use inits operation
as manager of the cleaning and quarantee system These balances represent margins and default funds held for counterparties for shoit periods in connection
with this operation Interest on CCP balances are recetved net of withholding tax wiichis deducted at source This withholding taxis effectively a cash outflow

for the Group and 1s shown separately n the cash flow statement
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Stat ts of ch in equity
Group Attributable to equity holders
Ordinary Total
share Retained Other attnbutable to  Non controlling Total
capital loss Tesefves equity halders interests equity
£m £€m £m £m £m £m
31 March 2012 188 (262 9) 16209 1376 8 729 1,649 7
Profit/(lass) for the year - 2170 - 2170 (15) 2155
Other comprehensive income for the year - 27 176 149 0% 158
Final dividend relating to the year ended 31 March 2012 - (512} - {512 - (51 2
Intenm dividend relating to the year ended 31 March 2013 - 26 2) - (26 2) - {76 2}
Dividend payments to non controlling interests - - - - (38} (38
Employee share schame expenses - 03 - (08} - 08}
31 March 2013 188 (126 8) 1,638 5 1,5305 685 1,5990
Proht {or the year - 170 - 1701 126 1827
Other comprehensive income for the year - 48 (515} %67} (7 4) (54 1)
Final dindend relatimg to the year ended 31 March 2013 - (53 5) - (535) - (535)
Intenim dividend relating to the year ended 31 March 2014 - 27 3) - (2723) - 273)
Dwidend payments to non-controlling nterests - - - - {5 &) {54)
Employee share scheme expenses - {130) - (130) - 130}
Purchase of non centrolling interest - (333) - (333) 3618 3285
31 March 2014 18 8 (79 0) 1,5870 1,526 8 4301 1,956 9
Other reserves compnse the following
Capital redermnption reserve of £514 2 milhon (2013 £514 2 rilhon) a non-distributable reserve set up as a result of a court approved capital reduction
Reverse acquisiiion Teserve of £(512 5) rmllion (2013 £(512 5) mullion) a non-cistnbutable capital reserve ansing on consclidation as a result of the capital
reduction scheme
Foreign exchange translation reserve of £318 5 million (2013 £353 3 malhon) reflecting the impact of foreign currency changes on the translation of
forelgn operations
Merger reserve of £1 304 3 million (2013 £1 304 3 mullion) ansing on consolidation when the Company 1ssued shares as part of the consideration
to acquire subsidiary undertakings
Hedging reserve of £(37 5) millon (2013 £(20 8) million) representing the cumulative fair value adjustment recogmsed 1n respect of net investment and
cash flow hedges undertaken n accordance with hedge accounting pnnciples
Company Attributable to equity holders
Other reserves
Qrdinary Capital Total
share Retained redemption Merger attributable to
capital earnings reserve reserve equity holdess
£m tm £m £m £m
31 March 2012 188 14633 514 2 1,304 3 3,3006
Profit for the year - 1762 - - 1762
final dividend relating to the year ended 31 March 2012 - {51 2) - - (512
Intenim dividend relating to the year ended 31 March 2013 - {26 2} - - (26 2}
Emnployee share scheme expensas - 24 - - 24
31 March 2013 188 1,564 5 5142 1,304 3 34018
Profit for the year - 6312 - - 632
Funal dvidend relating te the year ended 31 March 2013 - (539 - - (535)
Intenim dividend relating to the year ended 31 March 2014 - 273 - - 273)
Employee share scheme expenses - 153) - - {15 3)
31 March 2014 ig8 1,5316 514 2 1,304 3 13,3689
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Notes to the financial statements

1 Basls of preparation and accounting poltcies

The Company s and Group's consobidated financial staterments are prepared
n accordance with international Financial Reporting Standards (IFRS)

and IFRS Interpretations Committee (IFRIC) mterpretations endorsed

by the European Union and with those parts of the Companies Act 2006
apphicable to companies teporting under IFRS

The pnncipal accounting policies applied in the preparation of these consohidated
financial statements are set out below These policies have been conststently
applied to all the years presented unless otherwise stated

The financial statements are prepared under the histoncal cost convention
as modified by the revaluation of assets and labilihes held at fair vaiue and
on the basis of the Group s accounting policies

The Group uses a columnar format for the presentation of its consoldated
incorne statement  This enables the Group te aid the reader s understanding
of its results by presenting profit for the year before amortisation of purchased
intangible assets and non-recurring items This1s the proht measure used
to calculate adjusted earnings per share and 1sconsidered to be the most
appropnate as it best reflects the Groups underlying recurring cash earmings
and s the pnimary measure of performance monitored by the Group s Executive
Cormrmttee Profit before acquisition amortisation and non-recurring items
1s reconciled to profit before taxation on the face of the ncome statement

Consolidation

The consohdated financial statements comprise the inancial statements

of the Company and its subsidianies with all inter-company balances and
transactions eliminated together with the Group s attributable share of the
results of associates The resuilts of subsidianes setd or acquwed are included in
the income statement up to or from the date that control passes As permitted
by Section 408 of the Companies Act 2006 the Company sincome staternent
has not beenincluded m these financial statements The Company s income
for the year 15 disclosed within the staternent of changes i equity

Investments 1n associates are accounted for under the equity method
The Group s investments tn assaciates are initially recogrused at cost

and 1its share of profits or losses after tax from assocvates1s included inthe
consplidated income statement Cumulative post-acquisition movements
are adjusted agawnst the carrying amount of the nvestment in the Group s
balance sheet The financial staternents of associates are used by the Group to
apply the equity method under which the Groups income staterment reflects
the Group s share of the results of operations of the associates A company is
constdered an associate where the Group has a significant influence

The acquisttion of subsidharies 1s accounted for using the purchase method
The cost of the acqensition 1s measured at the aggregate of the faw values

at the date of exchange of assets given habilities incurred or assumed
and equity struments 1ssued by the Group 1n exchange for control of the
acquiree Adjustments to fair values include those made 1o bring accounting
pelicies intc line weth those of the Group

The Group apphes a pohcy of treating transactions wath nen-controlling mterests
through the econormic entity model Transactions with non-controlling tinterests
are recogrised nequity

Investments in subsichanes shares loans and other contributions are
recognised at cost These are reviewed for impairment when events incicate
the carrying amount may not be recoverable and are accounted for in the
Company s financial statements at cost less accumulated mparment losses

Recent accounting developments

The following standards and interpretations have been 1ssued by the
International Accounting Standards Board (IASB) and IFRIC and have
been adopted in these finanaial staternents

Amendments to IFRS 1 First time adoption’ — exermption for severe
hypennflation and remaval of fixed dates

Amendment to IFRS 7 Financial instruments Disclosures — disclosures
on transfers of financial assets and cffsetting financial assets and habilities

TASI9R ‘Amendments to 1AS 19 Fmployee Benehts'

IFRS 13 Farr value measurement

IAS 1 Presentation of Financial Statements — Presentation of Items of Other
Comprehensive Income and

IFRS various Annual improvernents 2012 and 2013

The adoption of these standards did not have a matenal impact on these
conschdated Ainanaal statements

The restaternent relating 1o 1ASI9R resulted n reclassification of net expenses
with animmaternal impact to profit for the inancial pened

The following standards and interpretations weressued by the IASB and IFRIC
since the last Annual Report but have not been adopted either because they
were not endersed by the European Union (EU) at 31 March 2014 or they are
nat yet mandatory and the Group has not chosen to early adopt Theimpact
onthe Group s financial statements of the future standards amendments and
interpretations 1s stilt under review but the Group does not expect any of these
changes to have a matenal impact on the results or the net assets of the Group

Internationsl accounting standards and interpretations Effective date
1FRS 10 ‘Consolidated financial statements and amendments 1 January 2013
IFRS 11 Joint arrangements 1 January 2013

IFRS 12 Disclosure of interests in ather entities
and amendments

1A5 27 (Revised 2011) Separate financial statements
and amendments

I1AS 28 (Revised 2011} Asscciates and joint ventures
Amendment 10 [AS 32 Financial instruments Presentation

Amendment to [AS 36 Impaurment of assets on recoverable
amount disclosures

Amendment to [AS 3% on novation of dervatives
and hedge accounting

IFRIC 21 Levies

Amendments to [AS 19 'Employee Benehts on defined
beneht plans

IFRS 14 Requlatory deferral accounts
IFRS 9 Financialinstruments and amendments

1 January 2013

1 January 2013
1 January 2013
1 January 2014

1 Janyary 2014

1 January 2014
1 January 2014

1 July 2014
1 January 2016
1 January 2018

Accounting policies

Income Statement

Revenue

Revenue 1s measured at the far value of the consideration received of recevable
and represents amounts recevable for goods and services provided n the
normal course of business net of discounts VAT and other sales related taxes

Revenue 15 recogmsed in the period when the service or supply 1s provided
The scurces of revenue are

a) Mawntenance contracts membership and other fees —revenues
recognised on a straight ine basts over the penod to which the fee relates

b) Admission fees —revenue 1s recognised at the time of adrmssion to trading

¢) Clearing fee income and rebates together with other fee iIncome and net
settlernent fees are recognised on a transaction by transaction basis in
accordance with the Group s fee scales

d) Royalties —revenue 15 recogmsed at the date at which they are earned or
measurable with certainty

€ [T products —where there is no sigmificant service obligation the Tevenue
1s recogmised upon delivery and acceptance of the software or hardware
by the custemer 1n other circumstances revenue 1s recognised on
provision of contracted services

f) 1T solutwons~where software 15 sold requimng sigmificant modification
ntegration or custormisation the consideration is allocated between the
different elements on a fair value basis Revenue 1s recogmsed using a
percentage of completion method The stage of completion 1s determined
by reference ta the costs incurred to date as a proportion of the total
estmated costs or the services performed to date as a percentage of
total services to be performed Provision is made for all foreseeable
future losses in the penod in winch they are identified
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g) Software and Licence fees —revenue 1s recogmised when the performance
under the contract has occurred and the revenue has been earned and

h} Other —all other revenue 1s recognised tn the month n which the service
1s provided Borsa Italiana group defers some of the tncome received
from cash trading and FTSE MIB futures trading and clearing This deferral
results n revenues bemg recognised at the average price of transactions
forecast for the full year as pricing levels reduce during the year when
mncremental volume targets are achieved

The main source of revenue are through fees

Non-recurring items

Items of iIncome and expense that are material by size and/or nature and are
non-recuwnng are classified as non-recusning itermns on the face of the income
staternent within their relevant category The separate reporting of these
iterms tagether with amortisation of purchased mtangible assets helps give
an ndication of the Group s underlying performance

Pension costs

The Group operates defined benefit and defined contnibution pension
schemes For the defined benefit schemes the service cost Tepresenting
benefits accrung to employees 15 included as an operating expense
The interest cost and expected return on plan assets used In the previous
version of EAS 19 are replaced with a net-interest amount under 14519
(Revised 2011) which s calculated by applying the discount rate to the net
defined benefit lability or asset at the start of each annual reporting panod
Actuanal gans and tosses ansing from expenence adjustments changes in
actuanal assumptions or differences between actual and expected returns
on assets are recognised at each penod end net of tax in the statement of
comprehensive iIncorme The net asset or liability recogmised on the balance
sheet comprises the difference between the present value of pension
obligations and the farr value of scheme assets For defined contribution
schemes the expense 1s charged to the income statement as incurred

Share based compensation

The Group operates a number of equity settled share based compensation
plans for employees The charge to the income statement is determined by
the fair value of the options granted or shares awarded at the date of grant
and recognised over the relevant vesting period

Foreign currencies

The consohdated financial statements are presented 1n stering whichis

the Company s presentation and functional currency Foreign currency
transactions are converted nte the functional curreney using the rate ruling
at the date of the transaction Foreign exchange gans or losses resulting
from the settlement of such transactions and from the translation at
year-end rates of monetary assets and liabihities denominated in foreign
currencies are recogmsed in the income statement Translation differences
on non-monetary items such as equities held at fair value through profit or
loss are reported as part of thew far value gamor loss Exceptions to this are
where the non-monetary iterns form part of the net investment in a foreign
operation or are designated as hedges of a net investment or as cash flow
hedges Such exchange differences are imtially recognised in equity

The results and financial position of all Group entibies that have a functional
currency different from the presentation currency are converted into the
presentation currency as foflows

a) assets and habilities including goodwill purchased intangible assets and
faw value adjustments are converted at the closing balance sheet rate

L=A

mcome and expenses are translated and recorded in the incorme
staterment at the average monthly rates prevailing and

C

£

all resulting exchange differences are recognised as a separate
cormpenent of equity

On consohidation, exchange differences ansing from the translation of the
net investment i foreign cperations and of borrowing and other currency
nstruments designated as hedges of such nvestments are taken to
shareholders equity When a foreign operation 1s partially disposed of

or sold exchange differences that were recorded 1 equity are recogmsed
in the income staternent as part of the gain or loss on sale

Finance ncome and expense

Finance income and expense compnses interest earned on cash deposited
with financal counterparties and mterest paid on borrowings which reflect
the agreed market-based or contractual rate for each transaction undertaken
duning the financal year

Recurrning fees and charges levied on commtted bank facilities and the
payments and cash management transactions and services provided by the
Groups banks are charged ic the income statement as accrued Credit facility
arrangement fees are capitahsed and then amortised back to the mecome
staternent over the term of the facility subject to protected utthsation If a
facility 15 deerned unlikely to be drawn gver its Wfe the arrangement fees

will be charged mmmedately to the income statemment  Fees and charges

are ncluded within other finance costs

Fair vatue gains and losses on financial instruments include the movement
n the market valuations of derivative instruments held as fair value hedges

Balance Sheet

Property, plant and equipment

Property plant and equipment are ncluded in the financial statements
at cost less accumulated depreciation and any provision for impawrment

Freehald buildings fixed plant and plant and equipment are stated at cost
and are depreciated to residual value on a straight Ime basis over the
estimated usefu! economic lives of the assets which are as follows

3) Freehotd bulldings — 33 to 50 years
b} Fixed plant - three to 20 years and

¢} Plant and equipment —three to 15 years

Leasehold properties and improvements are included at cost and depreciated
to residual value over the shorter of the penod of the lease or the useful
economic life of the asset

Leases

Leases in which a significant portion of the nisks and rewards of ownership
are retained by the lessor are classified as operating leases Payments made
under operating leases are charged to the incorne statement on a straight-
line basis Lease incentives are spread over the term of the lease

The Group leases certain plant and equipment where the Group has
substantially all the nsks and rewards of ownership These are classified as
fnance leases Finance leases are capitahised at the lease s commencement
at the lower of the fair value of the leased property and the present value of
the mimmum lease payments

Each lease payment 1s apportioned between the finance charge and the
lability s as to achieve a constant rate on the finance balance outstanding
Plant and equipment acquired under finance leases 15 depreciated over the
shorter of the useful ife of the asset and the lease term

Due to the immatenal value of finance leases within the Group they are not
disclosed separately within the accounts

Intangible assets

Goodwill ansing on the acquisition of subsidianies represents the excess of
consideration paid over the far value of the Group s share of net identifiable
assets purchased and 1s allocated on a cash generating unit basis Itis

not amortised but 1s tested for impament annually and when there are
indications that the carrying value may not be recoverable and 1s carned
at cost less accumulated mpawrment losses
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0On the acquisition of a business {arr values are attnbuted to the assets and
habtibes acquired These may nclude brand names custorner retationships
licences and software inteflectual property all of which are recorded as intangible
assets and held at cost less accumutated amortisation These assets are amaortised
on astraght ke basis over ther useful econormic ves which are as follows

a} Custormer and supplier relationships — two to 25 years (matenal assets
are amortised over a hife exceeding 15 years)

b) Brands - 10te 25 years (matenal assets are amortised over a life of
25 years) and

¢) Software icenses and intellectual property —two to 25 years {the majority
of materal assets are amortised over a bfe not exceeding five years)

Third party software costs for the development and implementation of systems
which enhance the services provided by the Group are capitatised and amortised
aver therr estimated useful econormic ives of three to five years

Internal product development expenditure ts capitalised f the costs canbe
reliably measured the product or process 1s techrcally and commercially
feasible future econormic benefits are probable and the Group has sufficient
resources to complete the development and to use or sell the asset The assets
are recorded at cost including labour directly attributable costs and any third
party expenses and amortised over their useful econormic lives of three years

Current and deferred taxation

The current incorne tax charge 1s calculated on the basis of the tax laws
enacted or substantively enacted at the balance sheet date i the countres
where the Company and its subsidiaries operate and generate taxable income

Full provision1s made using the hability method for temporary differences
ansing between the tax bases of assets and labilities and their carrying
amounts in the Ainancial statements Deferred taxation s deterrined using
{ax rates that are substantially enacted at the balance sheet date and are
expected to apply when the asset 15 realised or hability settled Deferred tax
assets are recognised to the extent 1t 15 probable that they wll be recoverable
against future taxable profits

Classification of financial assets

Financial assets {excluding clearing business)

The Group classifies its financial assets i the following categories at fair
value through profit or loss avanlable-for-sale and loans and recewvables
The classificatvon depends on the purpose for which the financial assets were
acquued Management determines the classification of ts financial assets
atinitial recognition

a) Financial assets at farr value through profit or loss

Financial assets at fair value through profit or loss include financal assets
held for hqurdity purposes they are imtially recogmsed at fawr value and

any subsequent changes m fawr value are recognised directly 1n the income
statement These assets are financial nstruments not designated as hedges

b) Avallable-for-sale financial assets

Investments (ather than term deposits and interests in joint ventures
associates and subsidianes) are designated as avallable-for-sale and are
recorded on trade date at faw value plus transaction costs with changes

in fawr value recogrised 1 equity Where the fair value 1s not reliably
measurable the investment 1s held at cost less any provision for impairment
Assets such as shares n clearing and payment fransmission operations
and long term equity investments that do not qualify as associates or joint
ventures are usually classified as available for sale

) Loans and receivables

Loans and recewables are nen-denvative inancial assets with fixed or
determinable payments that are not quoted in an active market They are
included in current assets except for those with matunties greater than

12 months after the balance sheet date which are classified as non-current
assets Loans and recewables comprise trade and other recevables and cash
and cash equivalents in the balance sheet

Financial assets and liabilities of the central counterparty

(CCP) business

Assets and habilities of the CCP cleaning service relate to subsidianes that
perform the CCP clearing business The actvities include clearing of
financiat dervatives equities and bond transactions on regulated markets
The Group enters into a contractual arrangement m respect of each side
of the transaction bears the sk assoclated with counterparties failing

to honour therr obligations and 1n the event of a faiture to deliver by any
counterparty 15 required itself to complete the delivery Accordingly the
Group must recard an asset and a iability on 1t balance sheet in respect of
each of the sale and purchase sides of each transaction However except in
respect of fatled transactions the Group as a CCP clearer does not bear any
price sk and the value of the sale and purchase side of each transaction
are the same consequently the principal CCP asset and liability amounts
largely match each other The Group has adopted the settlement date as
the reference date for recognising financial assets

Income recogmised through the CCP cleanng business includes net treasury

income earned on margin and default funds held as part of our nsk management \
process and 1s shown separately fram the Group revenues This amount has been

shown separately on the face of the income statement to distinguwish this income

stream from revenues ansing from the Group s other actvities and provides the

reader with a greater understanding of the operating activities of the Group

Financial assets and liabilities are offset and the net amount reported

i the balance sheet when there 15 a legally enforceable right to offset
the vecognised amounts and there1s an intention to settle on a net basis
or realise the asset and settle the lability simultaneously

Accounting treatments of CCP fmancial assets and habilities include the following
a) Denwvatwves trading assets and Liabilities

These transactions are inthally recorded at fair value and are subsequently
re-measured on the basis of the rarket price of each dervative nstrument
at the penod end Since the asset and labtlity positions of the CCP clearer are
matched the same amount 1s recorded for both the assets and iabiibes and
no net fair value gains or losses are recognised in the income statement

b} Recetvables for and liabihties under repurchase transactions

These represent repurchase transactions (repos) by cleanng members using the

Group s cleanng and guarantee senace They represent the value of transactions

already settled spot and not yet settled at term These transactions are mihally

recognised at far value and are subsequently measured at amortised cost

by allocating the yield on the repe pro-rated over the duration of the contract '
{the coupon accrued 1n the peniod and the difference between the spot and

forward prices) Since the asset and hability positions for repos are matched ,
the same amount 15 recorded for both assets and habilities and no gatn or loss

15 recorded 1n the income staterment

¢) Other recewables from and payables to cleanng members and default furds

These comprise accounts recetvable and payable deriving from the actvities of
clearing members in dervatives equities and bond transactions They mainly
represent amounts 1o be received or paid tn relation to inttial and variation
margins ophion premiums securities as collateral and default fund contributions
and are intally recorded at farr vakie They are generally settled on the next day
and accordingly are not discounted back ta current value Default funds absorb
any losses incurred by the Group i the event of cleanng members default where
margin collateral s nsufficient to cover the managerment and close cut of the
pasitions of the defaulting members




Group financial statements Notes to the financial statements

113

d) Financial assets and labilties at far value

These represent quoted equity and bond securities which have already
withdrawn from the settlement system but have not yet delivered to the
ntermedianies who have bought them and securities traded but not yet
settled as part of the CCP function These are imitially recognised at faw value
and subsequently re-measured at fair value based on the market pnce of
each secunty The difference between 1he settlement price of each security
at trade date and the market price of that security at the period end 15
recognised as a far value gain or loss in the income statement

) Held to matunty

These are non-denvative financial assets wath fixed or deterrmnable payments
and fixed matunties which the Group has the intention and abihity to held to
matunity After imtial measurement held to matunty financial nvestrments are
subsequently measured at amortised cost using the effective interest rate less
imparment The amortisation of any prermum or discount is included in the
nterest income

f) Cash and cash equivalents (restricted)

These tnclude amounts receved from clearing members to cover imhal and
variation margins and default fund contributions as collateral against default
or insolvency and are deposited with banks Such amounts are imhally
recognised at fawr value and are subsequently recognised at amortised cost
using the effective interest metheod

Denwvative financial instruments and hedging activities

Derwvatives are initially recogmsed at far value on the date a derivative
contract1s entered into and are subsequently re-measured at ther farr value
at each balance sheet date The method of recogmising the resulting gain

or loss depends on whether or not the derwative 1s designated as a hedging
nstrurnent and if so the nature of the itern being hedged

The Group applies fair value hedge accountmng for hedging interest rate nisk
on borrowings Any gain or loss 1s recognised in the income statement within
finance expenses

The Group designates as cash flow hedges both foreign currency denvatives
and hedges of interest rate mavements associated with lnghly probable
forecast transactions Any gain or loss on the hedging instrurment relating
to the effective portion of the hedge 1s recognised in equity

The Group hedges a proportion of its net investrment in its ltalian Companies
by designating euro bosrowings as a net investment hedge In order to qualify
for hedge accounting a transaction must meet stiict cnteria as regards
documentation effectiveness probability of occurrence and rehabihty of
measurernent The Group documents at the inception of the transaction the
relationship between hedging instruments and hedged ttems as well asits
nsk managernent objectives and strategy for undertaking various hedging
transactions Effectiveness testing1s conducted at each reporting date and
at the commencerment and conclusion of any hedge in order to verify that
the hedge continues to satisfy all the critena for hedge accounting to be
maintained The ineffective portion 15 recogrsed in the incorne statement
within finance costs

Amounts accumulated m equity are recycled in the income staternent

n the penod when the hedged wtem affects profit or loss {for example

when the forecast transaction that is hedged takes place) When a hedging
instrument expires or 1s sold o1 when a hedge no longer meets the critena
for hedge accounting any cumulative gan o loss existing In equity at that
time remans n equity and 1s recogrused when the forecast transact:on 1s
ultmately recognised in the income statement When a forecast transaction
1s no longer expected to occur 1he cumulative gain or loss that was reported
n equity 15 immediately transferred to the incorme statement

Trade receivables

Trade recewables are non-interest bearing and are stated at their fair value
which 15 usualty the onginal nvolced amount less provisian for impairment
A prowvision for impawrment of tracle recevables 1s established when there is
objective evidence that the Group will not be able to collect all amounts due
according o the oniginal terrns of the recevables Sigmhcant financial
difficulties of the debtor probabuhty that the debtor wall enter bankruptcy

ar wilk be subject to a financial reorganisation or default on or be delinquent
on its payment obligations are considered indicators 1hat the tracle recevable
1s1mpaired The amount of the provision s the difference between the asset s
carrying amount and the present value of the portion deemed recoverable
The carrying amount of the asset 1s reduced through the use of an allowance
account and the amount of the loss 1s recognised 1n the income statement
Subsequent recoveries of amounts previously writien off are credited in the
income staterment

Cash and cash equivalents

Cash and cash equivalents compnse cash at bank term deposits and
investments in money market funds and other nstruments and structures
that are readily convertible to known amounts of cash and are subject to
mnsignificant nisk of changes in value

Assets held for sale

Assets are classthied as assets held for sale when their carrging amount 15 1o
be recovered pnincipally throtgh a sale transaction and a sa'e 15 considered
tighly probable They are stated at the lower of carrying amount and farr
value less costs to sell

Borrowings

Bank borrowings are initially recerded at the fair value of amounts recewed
net of dect 1ssue costs and transaction costs {including upfront facihity fees)
Subsequently these habilities are carried at amortised cost and interest 1s
charged to the ncome statement over the penod of the borrowings using
the effective interest rate method Stimilarly direct 1ssue costs and transaction
costs (including upfront factlity fees) are charged to the ncome statement
over the penod of the borrowings using the effective mtetest rate method

Share capital

The Cornpany s own shares held by the Employee Beneht Trust are deducted
from equity untit they vest unconcitionally for employees and are held at
cost Conswderation pawd n respect of these treasury shares 1s deducted from
equity until the shares are cancelled reissued or disposed of

2 Financial risk management

The Group seeks to protect its financial performance from exposure to capital
crecht sovereign kquidity and market (including foreign exchange fair value
and cash flow interest rate) nsks

Financial nsk management 1s ot speculative It 1s performed at a Group
level where the treasury function wdentifies evaluates and hedges financial
risks from a Group perspective and also locally where operating unmits
manage regulatory and operational nsks This includes clearing operations
at LCH Clearnet Group and CC&G that operate in accordance with local
requlation and under locally approved nsk and investment policies

The Financial Risk Commuttee (FRC) a sub-Commuttee of the Executive
Commuttee chaired by the Chief Financial Officer meets monthly to
oversee the consolidated financial nsks of the Group In additon the Treasury
Committee a sub-Commuttee of the FRC which 15 also chawred by the
Chief Financial Officer meets regularly to maniter the management of
foreign exchange interest rates credit nsks and the investment of excess
iquidity in addition to ts oversight of the Group s funding arrangements
Both Committees ensure that treasury and 1isk operations are performed
n accordance with Group Board approved palicies and procedures and
regular updates on a range of key cnitena as well as new developments
are provided through the Enterprise Risk Management Framework to the
LSEG Risk Committee See Principal Risk and Uncertainties pages 48-53
for further detail on the Group s risk framework
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Risk descniption

Risk management appreach

The Group 1s profitable and its capital base compnses
equity capital and debt capital

However the Group recogmses the nsk that its entities
(whether regulated or unregulated) may not maintain
sufficient capital 10 meet commercial tequitements

ar they may tnwvest i projects that fail to generate a
return that 1s value enhancing

The Group incorporates a number of regulated entities
within its structure 1t considers that increases i the
regulatory capital requirements of those companies
and a scarcity of debt or equity {driven by its own
performance ar financial market conditions) are the
principal risks to managing its capital

The Group focuses upon its overall cost of capital as 1t seeks within the scope of its risk appetite to provide
supenor returns tois shareholders fulfil its obligations to the relevant regulatory authonties and other
stakeholders and ensure that it 1s not overly dependent upon short and medium term debt that rmght not be
avallable at renewal Mamtaining the flexibihity to invest for growth 1s a key capital management consideration

The Group can manage its capital siructure by varying returns to shareholders 1ssuing new shares or
increasing of reducing borrowings The Board reviews dvidend peliey and funding capacity on a regular

basis and the Group maintains comfortable levels of debt faciity headroom Regulated entities continuously
monitor comphance with the capital requirements set by their respective competent authorities and the terms
of reference of the FRC includes oversight of the Group s Capital Management Policy The Capital Management
Palicy seeks to ensure that comphiance with local regulations (s mamtained and that there is a robust
evaluatton of the impact of new iInvestments by the Group on its capital position

As at 31 March 2014 £803 6 milhion of cash and cash equivalents was held to meet a number of regulatory
and operational requirements across the Group s regulated entities This amount matenally increased durning
the year as a result of the inclusion of LCH Clearnet Groupss total cash and cash equivalents n addition to
the extsting £200 rmflion generally set aside by other LSEG operations We anticipate that Group companies
cash and cash equvalents are sufficient to comfortably suppert current regulatory framewctks including
requirements under EMIR The level of cash set aside by the Group for these purposes remains subject to

on going review with regulators in Europe and the US

To mainiain the financial strength to access new capital at reasonable cost and meet the Group s abjective

of maintaming an investment grade credit rating the Group monitors its net leverage ratio which 1s operating
nat debt (1 & net debt excluding cash and cash equivalents set aside for regulatory and operational purposes) to
adjusted EBITDA {Group consehdated earmings before net finance charges taxation 1/mpawrment depreciation
and amorkisation and non recurring items) against a target range of one to two times  The Group 15 also mindful
of potential impacts on the key metrics employed by the credit rating agencies (including gross debt 1o EBITDA
and EBITDA coverage of interest expensel m considernng increases to1is borrowings

As at 31 March 2014 net leverage was 1 9 times (2013 1 2 times) towards the top end of the Group s target
range but having reduced duning the year following the debt funding of the majonty acquisition of LCH
Clearnet Group and 1ts subsequent capital raise in May 2013 The Group 15 1n compliance with its bank facility
Tatio covenants {net leverage and debt service) and these measures do not inhibat the Group s operations or its
financimg plans
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Credit and concentration risk

Risk description

Risk management approach

In ther roles as central counterparty (CCP) clearers

1o financial maiket participants the Group s CCPs
guarantee final setilement of transactions acting as
buyer towards each seller and as seller towards each
buyer They manage substantial credit risks as part

of their aperattons including unmatched nisk positions
that mught arise fram the default of a party to a cleared
transaction For more information see Principal Risk
and Uncertainties pages 48 53

Notwithstanding revised regulations in Europe that
require CCPs to invest predominantly in secured
mstTuments or structures (such as reverse 1epos)
CC&G and the LCH Clearnet Group CCPs will continue
to be able to invest up to five per cent of their margin
and default fund cash unsecured Through this

un secured investment by its CCPs (as well as by
certain other operatons ohserving agreed investment
policy hrmuts) the Group will continue to face the nsk
of direct loss from a detenoration or failure of one or
more of its unsecured deposut counterparties

Concentration risk may arise through having large
connected indvdual exposures and sigmficant exposures
1o groups of counterparties whase ikelihood of default1s
driven by common underlying factors Thisis a particular
focus of the investrment approach at the Group s CCPs

More broadly the Group s credit risk relates 10 1ts
customers and counterparties bemg unable to meet therr
abligations to the Group either in part or in full inclucing
— customer recewvables

— repayrment of invested cash and cash equivalents
— settlement of denvative financial instruments

CCPs

To address the market participant and latent market nsk the Group s CCPs have established financiat safeguards
against single or multipte defaults Clearing membership selectian 1s based upon supervisory capital techmical

and orgarmsational cntena Each member must pay marging computed and collected at least dady to cover

the expasures and theoretical costs which the CCP would incur in order to close out open pesthions in the event

of the member s default Margins are calculated using estabhshed international nsk rodels and are debited fram
partcipants accounts through central bank accounts and via commercial bank pagment systems Mimumum levels
of cash collateral are required and non cash collateral 1s re valued datly As at 31 March 2014 thetotal aggregate
margin hability of cleanng members amounted to £68 3 billion against which the Group had received £35 8 bilion
n cash and £34 4 bilhon in non-cash securnibies The maximum margin liahiity dunng the year was £77 2 bilhon

Clearing members alsc contribute to default funds managed by the CCPs to quarantee the integuity of the markets in
the event of multiple defaulis m extreme market circumnstances Amounts are determined an the basis of the tesults
of penodic stress testing exarmined by the nisk cornrmittees of the sespective CCPs As at 31 March 2014 the total of
cleanng member contributions te the default funds amounted to £9 O billlon in aggregate across the Group s CCPs
The maximum amount dunng the year was £9 1 bilhon Furthermore m accerdance with recent regulatory changes
eachof the Group's CCPs has remforced its capital posilion to meet the imore stningent requirernents includmg
holding a minemurn amount of dedicated own resources to further underpin the protective credit nsk frarmework

i the event of a significant market stress event ar particypant failure

Investrnent counterparty nsk for CCP margin and default funds 15 managed by investing the cash element in
mnstruments or structures deerned “secure” by the relevant requiatory body mcluding through direct investments
mhightyrated regulatory qualifying sovereign bonds and supra national debt investments in tn party and

bt lateral reverse repos (receiving high quality government secunties as collateral which are subject 1o & haircut”
on theiwr market value) and w certain junsdictions deposits with the central bank The small propertion of cash
that 15 invested unsecured i placed for short durations with lighly rated counterparties where strict limits are
apphied with respect to credit qualty concentration and tenor The mnvestment portfoko at 31 March 2014 totalled
£47 & billlon 1 aggregate of which a weighted average 99 7 per cent was invested securely with an overall
maturity of B7 days including material amounts wnvested over a very short timeframe to support iquidity needs
The maxumum portfolio size during the year was £54 1 billion Associated hquidity nisks are considered in the
mvestment mix and discussed further below

To address concentration nisk the Group mamains a diversified portfolio of igh quahly hgud investments and
uses a broad range of custodians payment and settlement banks and agenis The largest concentration of treasuny
exposures as at 31 March 2014 was 10 4 per cent of the total investment portfolio to the French Government
{including cash held at Banque de France)

Group
Credit risk 1s controlled through policies developed at a Group level

Group companies make a Judgement on the credit quality of their customers based upon the customer s
financial posttion the recurning nature of buling and collection arrangements and histoncally a low incidence
of default Furthermare the Group 15 exposed te a farge number of customers and so concentration nisk on its
receivables 1s deemed as low

Credit nisk of cash and cash equivalents 1s managed by hmiting the exposure to up to £50 million for 12 months
with counterparties rated long term AAA {or equivatent) through to a maximum £25 million overmight with
counterparties rated short term A 2 (or equivalent) Denvative transachions are undertaken with well capitalised
counterparties authonsed by policy to Lrmt the credit risk underlymg these transactions
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Sovereign risk

Risk description Risk management approach

Distress amongst sovereigns through market concerns  Specific nisk framewarks manage sovereign nisk for both fixed income clearing and margin collateral and

aver the levels of government debt and the ability of all cleanng mermbers are momitored regularly against a suite of sovereign stress scenanos Investment limits
certam governments to service thew debts over ime and counterparty and clearing membership monitoring are sensitive {0 changes mn ratings and other inancial
could have adverse effects particularly onthe Groups  market indicators to ensure the Group s CCPs are able to measure momitor and rtigate exposures to soverergn
CCPs patentially impacting cleared products margmy  nisk and respond guickly tc anticipated changes Risk Committees maintain an an gomng watch over these risks
collateral investments the clearing membershipand  and the assonmated policy frameworks to protect the Group agamst potentially severe market volatiity m the
the inancial industry as a whole sovereign debt markets

The Group has matenal investments ef more than £1 bilhon in the following sovereigns as at 31 March 2014

Sovereign Treasury Exposures Group Aggregate £ billon
france 49
Ttaly 45
USA 39
Belgium 22
Germany 15
UK 10

Liquidity, settlement and custodial risk

Risk description Risk gement approach

The Group s operations are exposed to hiquidity nsk Group businesses are prohtable generate strong free cash flow and operations are not sigmfcantly impacted

1o the extent that they are unable to meet their daily by seasonal variatiens The Group maintains sufficient hquid tesources to meet its inancial obligations as they

payment obltgations fall due and to invest im capiial expenditure make dividend payments suppert acquisitions of repay borrowings

with the exception of requlatory constraints impacting the Greup s CEPs and certain other tequlated entities
Inadditien the Group s CCPs and certain other subsidiary  funds can generally be lent across the Group or rermitted through dwvidend payments and this is an important

companies are required to mamtawn a level of hquidity component of the Group Treasury cash management policy and approach
{consistent with requlatory requirements) to ensure
the smoath operation of their respective markets and Management momitors forecasts of the Group s cash {low and gverlays sensitivities to these forecasis to reflect

to rnaintatn operations mn the event of a single or multiple  assumptions about mere difficult market conditions
market stress event or member faluse This includes

the potentwal requirement to hquidate the position of Treasury policy requires that the Group maimtains adequate credut facihies provided by a diversiiied lending
a clearing member under a default scenario including group to cover 1ts expected funding requirernents and ensure a rmimmum level of headroom for at least the
coverng the associaied losses and the settlernent next 24 months The financial strength of lenders to the Group 1s monitored regularly Dunng the year new
obligations of the defautting member committed revolving thiee and five year credit facilities totalling £700 rmihon were arranged by LSEG to

underpin the Group s financial flexibihty The new facilifres extend the Group s average drawn debt maturity
The Group 15 exposed to the 1isk that a pagment profile to Just under 5 gears and underpin facility headroom over the medum term the next scheduled debt
ar settlernent bank could fall or that 1ts systems matunty isin July 2016 At 31 March 2014 £422 rmilion of the Group s facilities were unutihsed

encounter operatwonal 1ssues creating iquidity

pressures and the risk of possible defaults on payment  The Group s CCPs mawntain sufficient cash and cash equivaients and n certan jurnisdhctions have access

o1 recelvable obhgations to central bank refinancing or commercial bank hquidity support credit lines to meet the cash requiremnents
of the clearing and settlement cycle Revised regutations requure CCPs to arrange apprepriate levels of back

The Group uses third party custodians to hold secunities  up hquidity to underpin the dynarnics of a largely secured cash investment requirement ensuring that the

and 15 therefore exposed to the custodian s insolvency maximum potential outflow under extreme market conditions 15 covered {see Credit Risk section above)

1ts neghgence a misuse of assets or poor administration
In additton certain Group companies including the CCPs maintain operational suppaort facilities frem banks
to manage ntraday and overnight hguidity The table below analyses the Group s financial habiites into
relevant matunity groupings based on the remaimng penod from the balance sheet date to the contractual
matunity date The amounts disclosed 1n the table are the contractual undiscounted cash flows

Where possible the Group employs guaranteed delivery versus payment techniques and manages CCP margin
and default fund flows through central bank or long estabhished bespake commercial bank settlement
rmechamsms Monies due from clearing members rematn the cleanng members hability if the payment agent
15 unable to effect the appropriate transfer

Custodians are subject to mimmum eligibility requirements and ongaing credit assessment robust contractual
arrangements and are required to have appropniate back up contingency arrangements in place

At 31 March 2014 Less than Between 1 Between 2 Over
1 year and 2 years and 5 years 5 years

£m £m £€m m

Borrowings 2787 - 3994 5456
Trade and other payables 4015 - - -
CCP liabilities 503,747 4 - - -
Denvatwve financial nstruments 34 - - LY
504,431 0 = 3994 549 6

At 31 March 2013 Less than Between 1 Between 2 Over
1 year and 2 years and 5 years 5 years

£m £m £m £m

Borrowings 04 - 499 7 2572
Trade and other payables 2300 32 02 -
CCP Labulities 146 088 1 - - -
Dernwative inancial instruments &1 - i1 24

146 3186 32 5005 2996
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Market risk - Forelgn Exchange

sk descriphion

Risk management approach

The Group operates m the UK Italy France and SrilLanka
and throughits FTSE International Limited and LCH
Clearnet Group Limited subsidiaries has growing
husinesses i the USA and Asia With the exception of
MillenmiumIT (a Sri Lankan Rupee reporting entity) which
mvoices a matenal proportion of its revenues in US dollars
and LCH Clearnet Luntted (a euro reparting entity) winch
meurs @ majarity of its costs in sterling Group comparnies
generally mvoice Tevenues INcur expenses and purchase
assets in thew respective local currencies As a result
forexgn exchange risk arises mainly from the translation
of the Group s fareign currency earnings assets and
labilties into 1is reporting currency sterting and from
occasional large mtercompany transactions

The Group faces less significant fareign exchange
exposures from transaction risk on dvidends that are
remitted in currencies cther than the currency of the
reciplent cperatton

The Group may be exposed frorm time to ime by
strategic investmenits n currencies other than stering

The Group seeks where 1t can to match the currency of its debt habilities with its EBITDA generation in the same
currency whilst endeavouring to balance the currency of 1ts assets with the currency of its habilities The Group
reinforces this methodology by regularty distributing uts currency cash eamings i dwidends and by absorbing
currency earnings through interest payments on sterling debt re denonunated through the use of cross currency
swaps of by drawing debt in the same currency where this is practicable A proportion of the Group s debt 1s hetd
or effectively held ineura Asat 31 March 2014 £400 5 rmillion of drawn debt was euro denominated (2013 mil}
and £248 Smillion (2013 £255 5 mullien) of cross currency swaps directly linked to sterling debt were designated
as a hedge of the net investment 1n the [talian Group A profitof £4 3 mullwn for the financial year (2013 profit of
£5 7 million) on foreign currency borrewings inter company loan assets and iabilities and cross currency swap
hedges was recogrised in equity The net investment hedge was fully effective

whilst transacttonal foreign exchange exposure 1s limited the Group hedges matenial transactions in accardance
with Group Treasury pelicy (which requues that cash flows of more than £1 millien or equivalent per annum should
be hedged) with appropriate derivative nstrurnents er by settling currency payables or receivables within a short
timeframe Hedge accounting of denvatives 1s considered to mitigate matenal levels of income statermnent valatility

The Graup reviews sensitivities to movements in exchange rates which are appropriate to market conditions As at
31 March 2014 the Group has considered movements in the euro over the last year and has concluded that a 10
per cent movernent n rates s a reasonable level to measure the nisk tothe Group At 31 March 2014 f sterlmg had
weakened or strengthened by 10 per cent against the euro with all other vanables held constant post tax profit

for the year would have been respectively £0 3 mithon hugher or £0 4 rmikan lower (2013 £0 4 milion tugher and
£0 3 millien lower) however equity would have been €19 0 millon lower (2613 £5 7 million lower) and £23 2 millien
hgher (2013 €70 rmillion fagher) This reflects forewgn exchange gans or losses on translation of euro denominated
trade recewvables trade payables financial assets at fair value through profit or loss including euro denominated
cash and borrowings If onthe other hand the average stethng euro exchange rate for the year had moved

€5 cents this would have changed the Group s operating proht for the year before amortisation of purchased
intangibles and non recurring items by approximately €12 mithon

Market risk — Cash Flow and Fair Value Interest Rate Risk

Risk description

Risk management approach

The Group s mterest rate risk anses through the impact
of changes (n market 1ates on cash flows assotated
with cash and cash equivalents investments in
financial assets and berrowings held at floating rates

The Group s CCPs face interest rate exposure through
the impact of changes in the reference rates used to
calculate member habiiities versus the yields actieved
through thew uwestment activities

Group mterest rate management policy has been updated recently to reflect the change in the Group s net
debt dynamic fellowing the majority acqwisttion of LCH Clearnet Group Lumited (which mamntanns a sigmheant
net cash position) The revised policy focusses on protecting the Group s credit rating and requires a rmnimum
coverage of nterest expense by EBITDA to be maintaned of 7 times and a maxunum floating rate component
of 50 per cent of total debt As at 31 March 2014 interest expense cover was at § 0 times (2013 99 times) and
the floating rate cormponernt of total debt was 23 per cent

Group interest rate risk on cash and cash equivatents and investmentsin financial assets reflects underlying
mvestments generally over short durations and so the Group 1s mare exposed to movements in short term rates

Inthe Group s CCPs wnterest bearing assets have generally been invested for a longer term than interest
bearing habihties whose interest rate 1s generally reset daily This makes wnvestment revenue vulnerable to
valatility in overmght rates and shifts in spreads between overright and term tates Interest rate exposures
{and the risk to CCP capital) are managed within defined nisk appetite parameters against which sensitivities
are monitared daily

Inits review of the sensitivities to potential movements ninterest rates the Group has considered mterest
rate volatiity over the last year and prospects for rates over the next 12 months and has concluded that

a one percentage pownt upward movement {with a imited prospect of material downward movement) reflects
a reasonable level of nisk to current rates At 31 March 2014 at the Group level if interest rates on sterling
denorminated and eurc denominated cash and borrowings had been 1 percentage point higher with alt other
vanables held constant post-tax profit for the year would actually have been £6 5 milion ligher (2013

£6 3 mullon higher) mainly as a result of igher interest income en flpating rate cash and cash equivalents

At 31 March 2014 at the CCP leve! (in aggregate) 1if interest rates on the common interest bearing member
hability benchmarks of Eora Fed Funds and Soma for euro US dollar and sterling hatlities respectively
had been one percentage point higher with all other vanables held constant the daidy 1mpact on post-tax
profit for the Gioup would have been £0 8 million lower This deficit would be recovered as investment yields
ncrease as the portfolio matures and 15 re invested

3 significant judgements and estimates

Judgerments and estimates are regularly evaluated based on mstoncal expenence current circumnstances and expectations of future events The sigmificant
Judgements and estimates for the year ended 31 March 2014 are as follows

Goodwill —tested for impairment annually The recoverable amounts of relevant cash generating urits are based on value in use calculations using management s
best estimate of future perfermance and estimates of the return required by investors to deterrmine an appropriate discount rate Sensiwvity analysis 1s

providedin note 13,

Purchased intangible assets — valued on acquisition using appropiiate methodotogies and amortised over their estimated useful economic lives
These valuations and lives are based on management's best estimates of future performance and penods over which value from the intangible assets 15 realised

Defined benefit pension asset or Habiltty — determined based on the present value of future pensior: obligations using assurmptions deterrmned by the
Group with advice from anindependent qualtfied actuary Sensitwity analysis s provided nnote 16 and

Contingent Liabilittes - assessment based on management s judgement concerning the particutar facts and circumstances surrounding commitments

and centingencies
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4 Segmental Information
Segmental disclosures for the year ended 31 March 2014 are as follows

Post Trade
Services Post Trade
Capital —CCaGand Servces—LCH Information Technology
Markets Monte Fitol Clearnet Services Services Other Eliminations Group
£m £m £m £m £m £rm £m £m

Revenue from external customers 3095 98 &4 2630 3487 640 47 - 1,088 3
Inter segmental revenue - 09 - - 109 - (11 8) -
Revenue 3095 953 2630 3487 749 47 (18 1,088 3
Net treasury income through CCP business - 476 622 - - - - 1098
Other I - - (3 5} - - 150 - 115
Total income 3095 1469 3217 87 749 197 (11 8) 1,209 6
Operating profit before amortisation
of purchased intangible assets and
non-recurring items 1447 835 811 1697 118 87 117 5112
Amortisatwon of purchased intangible assets (116 5)
Nan recurring ems 41 6)
Operating profit 3531
Net inance expense {68 B)
Profit before taxation 284 3
Other income statement items
Depreciation and software amortisatton 25 3) (55) (23 0) {15 6) {5 3) {0 2} 12 6 {62 3)

The segmental reporting incorporates LCH Clearnet s resuilts since 1ts acquisition by the Group on 1 May 2013 Comparative informatton for LCH Clearnet
has not been inctuded within the following tables

Revenue from external customess principally compnses fees for services rendered £1,014 0 millon (2013 £658 5 rmiilion) and Technology Services £64 0 rmillion
(2013 £56 1 muliion)

Post Trade Services — CC&G and Monte Titoll saw an expected sharp decline in net treasury income following completion of the rmgration to a reimimum 95 per
cent secured investment portfolio partially offset by a modest increase in revenue resulting 1n total income decreasing to £146 9 million (2013 £208 5 rrullon)

Net treasury income through CCP business of £109 8 milllon compnises gross interest income of £261 1 mllion less gross interest expense of £151 3 rmiion
Interest from investment tn securities amount to £34 8 million

Comparative segmental disclosures for the year ended 31 March 2013 (restated) are as follows

Post Trade
Capital  Services —CC&G Information Technology
Markets _and Mante Titol Services Services Other Elmminations Group
£m £m £m £m £Em £m fm

Revenue from external customers 2675 918 3063 So1 47 - 7264
Inter segmental revenue - - — 213 - {213} -
Revenue 2675 918 3063 174 47 {21 3 7264
Net treasury income through CCP business - 116 7 - - - - 1167
Other Income - - - - 98 - 98
Other non recurnng income - - - - 183 - 1813
Total income 2675 208 5 3003 774 328 {213} 8712
Operating profit before amortisation
of purchased intangible assets and
non-recurring items 1189 144 3 1471 202 05 08 4302
Amortisation of purchased intangble assets 185 8)
Non recurring mcome 183
NOT recurting expenses 113
Operating profit 3484
Net finance expense {495)
Profit before taxation 29809
Other income statement items
Depreciation and software amortisation {70) {5 6) (14 6) {5 4) (K3 126 (40 &)

Net treasury income through CCP business of £116 7 million comprises gross interest income of £128 @ million less gross interest expense of £12 2 million
Interest from investrnent i secunties amount to £12 5 rmikion

The comparatives are shown following restatement for reallocation of technology costs across other segments
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Geographical disclosure

2014 2013

£m fm

Revenue
UK 6595 4329
Italy 283 5 2554
France 870 19
Other 583 362
Total 1,088 3 7264

Revenue has been restated to be allocated based on the location of the group entity which earns the revenue which better represents our operating reviews

2014 2013
£Em £m
Total assets
UK 183,482 2 1,3001
Italy 141,001 8 1475969
France 182,593 1
Other 5773 284
Total 507,654 & 1489254
Associates — ltaly - Ob
Total 507,654 & 148 9260
5 Expenses by nature
Expenses comnprise the following
2014 2013
£m £m
Cost of sales %1 M)
Employee costs 3039 1673
Depreciation and non acquisition software amortisation 623 404
Amartisation of purchased intangibles assets and non-recurnng costs 1581 1001
IT costs 920 645
Other costs 166 1 905
Total expenses 856 5 5228
Foreign exchange gams or losses included in the income statement are immaterial
6 Employee costs
Ernployee costs comprise the following
2014 2013
Notes £m £m
salaries and other short term benefits 2376 128 1
Social secunty casts 374 192
Pension costs 16 172 75
Share based compensation 116 125
Totat 3039 1673
The average number of employees n the Group was
2014 2013
UK 1,329 753
ttaly 503 428
France 205 7
Sn Lanka 659 654
Other 151 120
Total 2,847 1962

The Company has no emnployees

Average 1s calculated from date of acquisihion of the subsidiary company by the Group
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7 Amortisation of purchased intangible assets and non-recurring items

2016 2013
Notes £m £m
Amortisation of purchased itangible assets 13 1165 838
Transaction crecit - (18 3)
Transactlon costs 149 76
Restructuning costs 288 37
Pension curtailment credit 21) —
Total affecting operating profit 1581 818
Total affecting profit before tax 1581 818
Tax effect on items affecting profit before tax
Deferred tax on amortisation of purchased intangible assets (11 8) @n
Current tax on amortisation of purchased intangible assets 22 22}
Tax effect an other items affecting profit before {ax 9@ 1) 10)
Total tax effect on items affecting profit before tax 231) (123
Total charge to income statement 1350 695

Transachion cests comprise charges incurred for cngoing services related 1o potential or completed acquisitions Restructuning costs primaniy relate to the
integration of the LCH business n the current year

The transaction credit in 2013 relates to funds received from the TMX Group following the termmation of the 2010 merger agreernent

8 Net finance expense

2014 2013
Notes £m im
Finance income
Bank deposit and other interest income 52 24
Other finance income 03 03
55 27
Finance expense
Interest payable on bank and other borrowings (712} (48 2)
Defned benefit pension scheme interest cost 16 08 (20)
Other inance expenses (2 3) (20)
(74 3) (52 2)
Net finance expense (68 8) {49 5)
9 Taxation
The standard LK corparation tax rate was 23 per cent (24 per cent for the year ended 31 March 2013)
Taxation charged to the income statement 2014 2013
Notes £m £m
Current tax
UK carporation tax for the year 435 305
Overseas tax for the year 776 786
Adjustments in respect of previous years 12 {16 4)
1199 927
Deferted tax 15
Deferred tax for the year (47) 03
Adjustments in respect of previous years 18 {05}
Deferred tax habihty on amortisation of purchased intangible assets {11 8) {91
Taxation charge 101 6 B3 L

The adjustments in respect of previous Years corporation tax are mainly in respect of taxreturns agreed with relevant tax authonties
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Taxation on items not credited/(charged) to income statement 2014 2013 ﬁ
£m £m 2
Current tax credit a
Tax allowance on share ophions/awards in excess of expense recogrised 35 20
Deferred tax (loss)/credit . 3
Dehned benefit pension schemg actuanal {gam)/loss 17 17 <
Tax allowance on share options/awards 1n excess of expense recogmsed 10 05 ]
Movement 1 value of avatlable for sale financial assets ©7n 04) . M
Adjustments relating to change in UK tax rate (06) 01 A
15 39 K
+ o2
S
Factors affecting the tax charge for the year :*}
The incomne staternent tax charge for the year differs from the standard rate of corporation tax n the UK as explained below -
2014 2013
£€m £m » t
Prafit before taxation 2843 2989 i
o
Profit multiplied by standard rate of corporation tax in the UK 654 717 .
Expenses not deductible/(income not taxable) 43 22 L
Adyustment ansing from change in UK tax rate 24 07
Gverseas earnings Laxed at legher rate 191 177 8.z
Adjustments in respect of previous years (30) (16 8) g‘ 5
Amortisation of purchased intangibles 134 123 ; ?i
Taxation charge 101 6 834 Z |
R
10 Eamings per share ¢
Earmings per share 1s presented on four bases bastc earmings per share dituted earnings per share adjusted basic earnings per share and adjusted didted
earnings per share Basic earnings per share 1s in respect of all actmties and diluted earmngs per share takes nto account the dilution effects which would anse
on conversion or vestmg of share options and share awards under the Employee Share Ownership Plan (ESOP) Adjusted basic earnings per share and adjusted
diluted earmings per share exclude amortisation of purchased intangible assets non-recurning items and unrealised gains and losses to enable a better
comparnison of the underlying earnings of the business with prior penods

2014 2013
Bastc earmngs pert share 63 0p B0 4p 9
Diluted earnings per share 61 4p 790p g
Adjusted basic earmings per share 107 1p 105 3p :
Adjusted diluted earmings per shave 104 4p 103 4p z

z

£m £m Q

Profit for the financial year attnbutable te equity holders 1701 2170 .
Adjustments E
Amortisation and non-tecurring items =]
Amortisation of purchased wtangible assets 1165 388 2
Transaction costs 149 76 z
Transaction cost contribution from TMX Group - (183) w
Restructuring costs 288 37
Pension curtailment costs 21 - %
Other adjusting items %
Unrealised net investment loss (included i other income) 3s - g
Tax effect of amortisation and non recurnng 1tems 231 (123 E
Tax effect of cther adjusuing items 12 - Y
Amortisation non recurning and adjusting terns_and taxation attributable to non controlling interests {18 1) (2 5) =
Adjusted profit for the financial year attributable to equity holders 2893 2840 8 .

2
Weighted average number of shares — million 2701 2698 LA
Effect of dilutive share options and awards — million 70 48 S
Diluted weighted average number of shares —mllion 2771 274 6 =

L

The weighted average number of shares excludes those held in the ESOP
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11 Dividends

2014 2013
£m £m

Final dividend for 2013 paid 19 August 2013 19 8p per Ordinary share (2012 19 0p) 535 512
Interim dwidend for 2014 paid 6 January 2014 10 1p per Ordinary share (2013 & 7p) 273 262
808 74

The Board has proposed a final dwidend in respect of the year ended 31 March 2014 of 20 7p per share which 1s estimated to amount to £56 0 rillion
to be pad on 19 August 2014

12 Property, plant and equipment

Land & Bulldings

Fexed plant
other plant
Frechold Leasehold and equapment Total
£m £Em £m £m

Cost
31 March 2012 463 400 969 1832
Addihions 04 - 176 180
Foreign exchange 04 01 07 12
Acquisttion of subsidiaries - - 01 01
Reclassification from Held for Sale 6573 - - [}
Dispesals — {01) {81) 82
31 March 2013 534 400 107 2 2006
Additions 23 01 204 228
Foreign exchange 01y 01} {14) (16)
Acquisition of subsidhanes - 73 81 154
Disposals - (01} (8 9 {9 0)
31 March 2014 55 6 47 2 125 4 228 2
Accurnulated depreciation
31 March 2012 278 291 530 1699
Charge for the year 03 21 152 176
Foreign exchange - 01 03 04
Disposals - - 174 74
31 March 2013 281 313 611 120%
Charge for the year 04 29 207 240
Forengn exchange 01 01) ©5) [ )]
Disposals - 01) (8 8) {8 9)
31 March 2014 28 4 340 725 1349
Net book values
31 March 2014 272 13 2 529 933
31 March 2013 253 37 451 8G !

The Company has no property plant and equipment
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13 Intangible assets

Purchased wmtangible assets

Software
Customer licenses and
and supplier intellectual
Goodwill relationships Brands pioperty Software Total
£m fm £m £m £m £m
Cost
a1 March 2012 11889 9585 2368 342 4 2190 29466
Additions 11 - - - 213 224
Acquisition of subsidiaries 41 ~ -~ - 05S 44
Disposals - - - - (84 4) (84 4}
Foreign exchange 178 87 0z 22 14 302
31 March 2013 12119 968 2 21370 344 6 1577 29194
Additions - - - - 106 8 106 8
Acquisition of subsicharies 166 1 2320 181 820 354 5336
Disposals - - - - (303 (303
Foreign exchange (31 8) (32 5) {15} {6 0) 39 {757)
31 March 2014 1,346 2 1,1677 2536 420 6 2657 34538
Accumulated amortisation and impairment
31 March 2012 4373 1358 73 765 1723 8292
Amortisation charge for the year - 495 100 293 228 116
Dispaosats - - - - (B4 &) (84 4)
Foreign exchange B3 29 01 17 07 137
31 March 2013 44506 188 2 174 1075 1i14 8701
Amortisation charge for the year - 610 109 446 383 154 8
Disposals - - - - (303) (303)
Foreign exchange (84) “ (03 28 @9 (16 8)
31 March 2014 437 2 244 B 280 149 3 1185 9778
Net book values
31 March 2014 909 0 922 9 2256 2713 147 2 2,476 0
31 March 2013 766 3 7800 2196 2371 46 3 20493

The fair values of the purchased intangible assets were principally valued using discounted cash flow methodologres and are bemng amortised over thewr useful
economic lives which do not normally exceed 25 years The goodwill ansing on conseldation tepresents the growth potential and assembled workforces of the

Italian Group LCH Clearnet Group FTSE Group MillenmumIT and Turquoise The Company has no ntangible assets

The acquisition of the LCH Clearnet Group the EuroTLX business within the Italian Group and the FTSE TMX busintess dunng the year resulted i an increase of
goodwll in the Group of £166 1 million in the year This value 1s preluminary and will be finalised during the following year

During the year additions relating to mternally generated software was £103 ¢ rmillion
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Impairment tests for goodwill

Goodwll has been allocated for impatrment testing purposes to eight cash generating units (CGUs} including the CGU resutting from the acquisition of the

LCH Clearnet Group The Italian Groups Issuer Equities Trading Dervatives Trading and Fixed Income Trading CGUs which were wn place as at 31 March 2013
were combined into a single Capital Markets CGU on 1 Apnil 2013 reflecting the way inwhich those bustnesses are managed Similarly MillenmumniT's Software
and Enterprise Service Provider CGUs which were in place as at 31 March 2013 were combined into a single Milenrurnl T CGU on 1 April 2013

The recoverable amounts of these CGUs have been determined based on value 1n use calculations using discounted cash flow projections prepared by management
covenng the five year penod ending 31 March 2019 Cash flows beyond this penod are extrapelated using the estimated long term growih ates and applying the
pre-tax chiscount rates referred to below

The amount of the net book value of goodwill aliocated to each CGU 15 set out below

Net book value of goodwill

Pre tax discount

Impact of rate used in
31 March  restiucturing of Acquisitions of Fareign a1 March value in use
2013 CSUs subsidanes exchange 2014 calculations
£m £m £m £m £m
Italian group
[ssuer 186 (18 6) - - - nfa
Equities Trading 626 (62 6) - - - n/a
Derwatives Trading 2840 (26 D) - - - n/a
Fixed Income Trading 707 (707) - - - nia
Capital Markets - 1799 150 40 1909 99%
Information Services 1159 - - {2 3) 1136 39%
Technology Services 178 - - {04) 174 10 1%
Posi Trade Services 3670 - - (73} 3597 9 8%
MillenniumIT
Software 08§ (0 8) - - - nia
Enterprise Service Provider 08 {0 8) - - - nia
millennumIT - 16 - 032 14 173%
Turquoise 74 - - - T4 14 1%
FTSE Group %67 - 274 57) 98 4 11 0%
LCH Clearnet Group - - 1237 39 1202 12 4%
766 3 - 166 1 (23 4} 2090

Management has based 1ts value n use calculations for each CGU on key assumptions about short and mediumn term revenue and cost growth long term
economic growth rates (used to determine terminal values) and pre-tax discount rates

The vatues assigned to short and medium term revenue and cost growth assumptions reflect current trends anticipated market and regulatory developrments
discusstons with custorners and supphers and management s experience taking into account an expected further recavery wn undertying financial markets

Long term grawth rates {assurned to be 1 8 per cent for each of the [talan CGUs 13 5 per cent for MillenmuniT and 3 1 per cent for Turquoise the FTSE Group
and the LCH Clearnet Group) represent managerment s internal forecasts based on external estimates of GOP and inflation for the 16 year perod 1 January
2003 to 31 December 2018 and do not exceed the long term average growth rates for the countries in which the CGUs cperate

Pre-tax discount rates are based on a numnber of factors including the nsk-free rates in lialy SnLanka and the UK as appropriate the Group's estimated market
nisk prermum and a premium to reflect the inherent nsks of each of the CGUs

Based on the results of the impairment tests performed management believes there 15 no imparment of the carnying vatue of the goodwili in any CGU
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value 1n use calculations for each CGU are sensitive to changes in short and medwm term revenue and cost growth assumptions long term growth rates

and pre-tax discount rates The mpact on value in use of reasonable changes in these assurmptions 1s shown below

Impact on value m use of

Excess of 5% 5% 0 5%reduction Q 5% ncrease

value n use over Teduction merease n tong term n pre tax

casmying value in revenues mcosts growth rate discount rate

Cash generating unit £m £m £m £m £rar
Itaban group

Capital Markets 4781 1026 5312 667 826

Information Services 2052 327 12 8 254 316

Technology Services 432 127 89 44 54

Post Trade Services 420 7 88 9 416 009 755

Managernent believes goodwill allocated to the LCH Clearnet Group FTSE Group MillanmumIT and Turquoise CGUs 1s unlikely to be matenally impaired
under any reasonable changes to key assumptions The excess of value m use over carrying value 15 determined by reference 1o the net book value as at
31 March 2014 Revenue and cost sensibivities assume a five per cent change in revenues or costs for each of the five years m the value 1n use calculations

14 Investment in subsidiary undertakings

Shares Loans Other Total
Company £m £m £m £m
31 March 2012 33206 3752 6740 37628
Other movements durning the year - 52 111 163
31 March 2013 33200 3804 781 37791
Capital contribution te London Stock Exchange Group Holdings (1) Ltd - - 460 & 460 4
Imparrment of London Stock Exchange Group Holdings (R) Ltd {106} - - (106)
0ther movements during the year - (380 &) 104 (370 0)
31 March 2014 3,310 ¢ - 5489 3,8589
Country of %
Principal Country of principal equity and
Principal subsidharnies actwity ncorporation operations votes held
Held directly by the Company
London Stock Exchange ple Recognised investment exchange UK UK 100
Held indirectly by the Company
BIt Market Services Sp A Retail inforrmation services & market technology Italy ftaly 99 99
Borsa ftaliana Sp A Recogmsed investment exchange Italy Italy 9999
Cassadi Compensazione e GaranziaSp A CCP for clearing [taly italy 9999
FTSE Internationat Ltd Market indices provider UK UK 100
LCH Clearnet Group Limited CCP clearing services UK UK 5780
Monte Titol S p A Pre settlement settlement and centralised custody Italy Ttaly 98 80
MillenmumiT Software (Private) Ltd [T solutions provider Sn Lanka Sn Lanka 100
Socleta per Il Mercato det Titol di Stato Sp A Wholesale fixed income bonds Italy Ttaly 5037
Turquomse Global Holdings Ltd Multi lateral trading facility UK UK. 51 36

On 5 April 2013 the Group entered Into a transaction that resulted m the Group acquiring a 75 per cent stake in FTSE TMX Global Debt Capital Markets Limited

for a total consideration of €78 1 rmilkon

On 1 May 2013 the Group completed the acquisition of a further 55 5 per cent stake w1 LCH Clearnet Group Lumited (LCH Clearnet) resutting ina majority stake

of 57 8 per cent in LCH Clearnet for a consideration of €470 3 million

Under Regulation 7 of The Partnerships (Accounts) Regulations 2008 the Group elected not to prepare partnership accounts for its indwrect partnership interest
i London Stock Exchange Connectivity Solutions LP asits results are contaned in the consolidated group accounts

A full ist of subsichanes will be annexed to the next annual retum of Londen Steck Exchange Group ple
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15 Deferred tax
The mavements in deferred tax assets and labilities duning the year ate shown below

Acquisition Prowvisions and
Accelerated tax  deferredtaxand  other temporary

depreciation amortisation differences Total
Croup £m £m £m €m
31 March 2012 20 (117 3) 148 {100 5)
Tax (charged)/credited to the income statement {0 &) 91 06 93
Tax credited/icharged) to other comprehensive income
- defined benefit pension scheme aciuanal loss - - 16 L6
- allowance on share options/awards - - 06 06
—movement in value of avalable for sale financial assets - - {04) {0 4}
— fareign axchange - 04) - (0 4}
Balance sheet transfer of pre acquisition balances - - - -
31 March 2013 16 {108 6) 172 (B9 B)
Tax credited to the income statement 11 18 54 183
Tax credited/{charged) to cther comprehensive mrome
—defined benefit pension scheme actuanal loss - - z5) (25)
- allewance on share options/awards - - 10 10
~movement in value of avatlable for sale financial assets - - ©o”n ©n
— forewgn exchange - 07 - o7
Balance sheet transfer of pre acquisition balances 57 {72 3) 58 (60 8)
31 March 2014 84 (168 &) 262 (133 8)
Assets at 31 March 2014 84 - 338 422
Liabilities at 31 March 2014 - (168 &) {7 6) {176 0)
Net assets/(liabilities) at 31 March 2014 B4 (168 &) 26 2 (133 B)
Assets at 31 March 2013 16 - 176 192
Liabilities at 31 March 2013 - {108 b) {0 4) {1090)
Net (habihties)/assets at 31 March 2013 16 {108 6) 172 (B9 8)

The deferred tax assets are recoverable agawnst future taxable profits and are due after more than one year

The purchased intangible assets of the Italian group create a deferred tax hability due to the difference between their accounting and tax treatment
This hability 15 amortised at the same rate as the intangible assets

The Group has unrecognised deferred tax assets in respect of losses of £59 mllion (2013 £57 mullion) within certain Group subsidiaries The assets would be
recogmsed in the future only if suitable taxable income were to anse within the Group

There was no deferred tax in the Company

16 Retirement benefit obligations

The Group operates separate defined beneht and defined contnbution schemes The assets of the defined benefit and defined contribution schemes inthe UK
are held separately from those of the Group 1n a separate trustee admimistered fund and the funds are primanly managed by Schroder Investment Managernent
Limited Legal & General Investment Management Lirmited PIMCO Europe Lumited and Aviva Investors during the year

The Other plans relate to the severance and leaving indemnity scheme Trattamento di Fine Rapporto (TFR) operated by the Italian group 1n accordance wath
Itahan law the employee benefit and retrernent plan operated by MillennumiIT and the pension commitments of LCH Clearnet group

The Company has no retirement benefit obligations
The only scheme operated by FTSE International s a defined contnbution scheme

Defined benefit schemes
The UK defined benefit scheme was a non-contnbutory scherme and closed to new members in 1999 with effect from 31 March 2012 the schemne also closed
to accrual of future benefits for active members and it has been agreed that the benefits for affected rembers will remain inked to therr salary wath the Group

Penswon scheme obhigations and costs are determined by an independent quatified actuary on a regular basis using the projected umt crecit method The
obhigations are measured by discounting the best estimate of future cash flows to be pad out by the scheme and are reflected i the Group balance sheet

The TFR operated by the Italan group ts classified as an unfunded defined benefit scheme for funds accumulated priorto 1 July 2007 The service cost
representing deferred salanes accruing to employees was included as an operating expense and was determined by law at 6 91 per cent of salary payments
subject to certam adjustments The scherne obligation comprises accumulated service costs and 1s revalued by law at a rate equal to 75 per cent of national
life pnce index +15 per cent by an independent qualified actuary Since 1 July 2007 the Group retains no obhgation as contributions are made directly mto
Italian state funds in the manner of a defined contribution scheme

The employee benefit and retirernent plan operated by MillennmumiT s classified as a defined benefit plan The net obligahon w respect of this plan s the
armount of future benefit that employees have earned inretusn far thewr service in the current and prior penods Onge anemployee ts continuously employed for
rnore than five years he or she 15 entitted to a payment equivaleny ko half a menths gross salany multiplied by the number of years in service at MillenmumIT
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The defined benefit scherme cperated by LCH Clearet was closed to new members from 30 September 2009 The scheme was closed to further employee 3
contributions on 31 March 2013 2|
Defined contribution schemes .
The Groups defined contribution schemes are now the only schernes open to new employees in the UK Italy and LCH entibes For the UK pension plan a core 1
contnbution of four to eight per cent of pensionable pay 1s prowvided and the Group will atch employee contributions up to a maximum of six to ten per cent i
of pensicnable pay LCH pays fixed contributions to the defined contribution scheme and there 1s no legal or constructive cbligation to pay further contribubions “iL
ok
Amounts recognised in the income statement are as follows ;:’-,
e
2014 2013 r ﬁ’
LSEG UR LCH UK Other plans UK Pension Other plans Lt
Notes £m £m £m £m tm .
Restated Restated .
Defined contribution schemes @34 (55) (76) (34} 22 T
Defined benefit scheme — current service cost 09) (0 5) 06 - (19) F\%‘*"
Tatal pension charge included in employee costs -] &3 {60} (70} (34) (41) f’
Net finance expense 3 )] 04 (0 5) {17) (03) 35
Total recognised in the income statement (50) (56) (7 5} {5 1) {4 4) e
i
Defined benefit assets/{obligations) for UK pension scheme ___5_\‘
2014 2014 2013 2012 2011 2010 8
LSEG UK LCH UK LSEC UK LSEG UK LSEG UK LSEG UK 5
£m im £m £m £€m £m F-]
Fair value of assets £
Equities [quoted) B4 8?7 94 3990 393 372 %
Bonds (quoted) 104 2 768 1108 675 2195 2185 m
Property 43 - 114 264 233 133
Cash 44 58 - - - -
Penstoner buy in pohey 1554 - 142 | - - -
Foreign exchange - (28) - 1335 = -
Total far value of assets 2767 1675 2137 264 4 2821 2690
Present value of funded obligations (300 6) {1530} (291 4) {274 2) 244 5) {264 4)
{Defcit)fsurplus (239) 145 {177) 9 8) 376 46
7]
UK penston plan actuarial assumptions are set out below §
b
2014 2014 2013 |
LSEG UK LCH UK LSEG LK z
Inflation rate — RPi 3 4% 4% 34% 2
nflation rate — CPI 24% 24% 24% 2
Rate of increase in salanes 34% nfa 3 4% l;
Rate of increase i pensions 10 payment 36% 22% 16% ;
Discount rate 4 5% 45% £ 5% =
Life expectancy frarm age 60 (years) E
— Non retired male member 286 nia 280 ]
— Non retired female member 305 n/a 308 w
— Retired mate member 271 293 265
— Retired female member 292 313 293

The mortality assumptions are based on the standard tables SINA pubhshed by the Institute and Faculty of Actuaries adjusted to take account of projected
future improvernent s in life expectancy from the Self Admimstered Pension Schemme (SAPS) mortahty survey which was published in 2008 We have used an
allowance for CM1 2013 projections and applied a 1 25 per cent/1 00 per cent for male/female long term trend rate in respect of future mortality improverents

Sensitivities
The sensitvities regarding the principal assumptions used to measure the LSEG UK scheme obligations are

NOLLYWHOINI HIATOHIUYHS

Assumption Change in ption Impact on scheme obligations
Inflation rate (CPI} Increase/decrease by 0 5% Increase/decrease by £4 Im
Rate of increase in pensions payment Increase/decrease by 0 5% Increase/decrease by £20 Im
Discount rate Increase/decrease by 0 5%  Decreasenincrease by £22 9m

Moriahty rate Increase by 1 year Increase by £8 8m
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Changes in the present value of the defined benefit obligation

2014 2013
1SEG UK LCH UK Otherplans LSEG UK Other plans
£m tm £m £m £m
Benefit obligation as at 1 Aprit 291 4 - 79 2742 67
Liabilities acquired in a business combimation - 160 6 11 - -
Pension expensef{income)
Current service cost - 05 {06) - 19
Interest cost 129 61 06 135 03
Subtotal included in the income statement 129 66 - 135 22
Re measurement losses/(gains)
Actuanal {gans)/losses — inancial assumptions - 13 6) 03 222 ol
Actuanal losses — demographic assumptions 13 - 02z - -
Actuanal losses/(gains) — experience 43 - {0 5) 9 5) -
Subtotal included in other comprehensive Income 56 (13 &) - 127 ol
Benefits pawd 93) 2 4) {5 4) Lo {14
Foreign exchange - 18 {0 2) = 03
Benefit obligation as at 31 March 3006 1530 134 2914 79
Movement in fair value of scheme assets during the period
2014 2013
LSEG UK LCH UK Other plans LSEG UK Other plans
£m £m £m £m £m
Fair value of scheme assets as at 1 Apnl 2737 - - 264 4 -
Assets acquired 1n 2 business combination - 1696 16 - -
Pension income
Interest mcome 122 65 01 118 -
Subtotal included in the income statement 122 65 01 118 -
Re measurement gains
Actuanal {losses)gains {2 6) (70) 03 59 -
Subtotal included in other comprehensive income Z6) (70) 03 59 -
Contrbutions by employer 36 - 01 06 -
Expenses (09) - - - -
Benehts pand 93) (24) 37N 90 -
Foreign exchange - 0 - - -
Fair value of scheme assets as at 31 March 276 7 1675 04 2737 -
The actual return on plan assets was £9 6 milhon (2013 £177 mithon)
Defined benefit actuarial gains and losses recognised
The experience adjustments and the effects of changes in actuanal assumptions of the pension scheme during the year are recognised in the statement
of comprehensive Income
2014 2013
LSEG UK LCH UK Other plans LSEG UK Other plans
£m £m £m fm £m
Recognised up to 1 Apru (197) - 10 (129) 09)
Net actuarial (loss)/gain recognised tn the year (8 2) 66 03 6 8) {01)
Cumulative amount recogmised at 31 March (27 9) 66 {07) (197 (10}

The tast actuanal valuation of the defined benefit scherne was carned out at 31 March 2012 by an independent quabfied actuary The Group s currently in
discussion on the contributions te the defined benefit scherne during the year to 31 March 2014 The next actuanal valuation as at 31 March 2015 may result

n an adjustment to future contnbution levels
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The Group estimates the present value of the duration of defined benefit obhigations on average to fall due over 20 years

History of experience gains and losses for the UK pension scheme 2014 2013 2012 2011 2010
Experience adjustments ansing on scheme assets

Expenence (loss)/gan (£m) (26) 59 (23 4) 53 256
Percentage of scheme assets (0 9%) 22% {8 9%) 15% 95%
Experience adjustments ansing on scheme liabilities

Experience (loss)/gan (Em) % 3) 95 (39 15 75
Impact of changes 1n assumptions (£m) (13) (222 (20 4) 253 (349
Total (Em) {5 6) (12 7) (24 3) 268 {27 &)

Percentage of scheme habilities

Experience {loss)/gam (1 4%) 3 3% (1 4%) 06% 2 8%
Irnpact of changes in assumptiens {0 49%) {7 6%) {7 &%) 10 3% 13 2%)
Total {1 8%) (4 3%) (8 8%) 109% {10 &%)

17 Trade and other receivables

Group Company
2014 2013 2014 2013
£m im £m £m
Trade recewables 1335 121 2 - -
Less provision for impairment of receivables (52 (B - -
Trade recewvables — net 1283 151 - -
Amounts due from Group undertakings - - 5341 579 ¢
QOther receivables 383 59 - -
Prepayments and accrued income 839 647 — -
250 5 1857 5341 579 4

The carrying values less impatrment provision of trade and other recewvables are reasonable appreximations of fair values
Trade recewables that are not past due are not considered to be imparred

The ageing of past due debtars for the Group 15 as follows

2014 2013
Impaired Not impaired Impawed Not smpaired
fm £m £m £m
010 3 months past due - 507 0i 400G
Greater than 3 months past due 52 116 60 97
52 623 61 506

The carrying amount of the Group's trade and other recewvables are denorminated i the following currencies

2014 2013
£m £m
Sterling 1229 983
Euro 907 584
Qther Curtencies 369 290
2505 1857
Movements on the Group provision for impairment of trade recewvables are as follows
2014 2013
£m £m
I April 61 78
Provision for recelvables imparment 34 14
Recewvables written off during the year as uncollectible 07) 09
Pravisions no longer required B34 {22)
Foreign exchange (0 2) -
31 March 52 61

The creation and release of the provision for impaired receivables have been included in operating expenses in the income statement Amounts charged to the
allowance account are written off when there 1s no expectation of recovering additional cash

The other classes within trade and other receivables and the other categones of financial assets do not contain impared assets
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18 Financial instruments by category

The financial instruments of the Group and Company are categonsed as follows

Group

Company

Assets at fair

Assets at far

Loans and Avalable  valuethrough Heldto Loansand  value through
1ecelvables for sale pratit or loss maturity Total Teceivables prefit or loss Total
31 March 2014 £m £m £€m £m £m £m £Em £m
Assets as per balance sheet
Financial assets of the CCP clearing
business
—CCP trading assets - - 3372115 - 3372115 - -
- Receivables for repurchase transactions 1177026 - - - 117,702 6 - -
—Other receivables from clearing members 12953 - 31472 - £,442 5 - -
— Financial assets held at fair value - - 97078 14333 11,1411 - -
—Cash and cash equivalents of clearing
mernbers 247351 59267 26167 - 33,2785 - -
Fmancial assets of the CCP clearing business 1437330 59207 3526822 14333 503,776 2 - -
Assets held at fa value - - 187 - 187 - -
Total inancial assets for CCP clearing 1437330 59267 352 7019 14333 503,794 9 - -
Trade and other receivables 1335 - - - 1335 5341 - 5341
Cash and cash equivalents 9192 - - - 9192 - - -
Available for sale financial assets - 48 - - 48 - - -
Cross curréncy nterest rate swaps = - 67 - 67 - 67 67
Total 144,785 7 5,931 5 152,708 6 1,433 3 504,859 1 534 1 67 540 §
Group Company
Denvatives used Other financial Denwatwves used Other Ainancial
for hedging hiabihhes Total for hedging habilities Total
£m £m £Em fm £m £m
Liabilities as per balance sheet
Financial habilities of the CCP cleanng business
— CCP trading liabilites - 3372115 337,211 5 - - -
—Liabithities under repurchase transactions - 117702 & 112,702 6 - - -
— Other payables 1o cleanng members - 4B 808 2 48,808 2 - - -
- Financial habilities held at fair value - 251 251 - - -
Financial abilities of the CCP clearing business - 5037474 503,747 4 - - -
Trade and other payables - 4015 4015 - 204 4 204 4
Other nen-cursent habilities - 792 792 - - -
Provisions - 194 194 - - -
Borrowings - 12237 1,2237 - 8226 8226
Intarest rate swaps 34 - 34 - - -
Cross currency interest rate swaps 40 - 40 40 - 40
Total 74 505 4712 505,478 6 4 0 1,0270 1,0310

The Group uses the following higrarchy for determining and disclosing the far value of financial instrurnents by valuation techmique

Level 1 quoted (unadjusted) prices in active markets for identical assets or habilities

Level 2 cther techmques for which allnputs which have a sigmificant effect on the recorded farr value are observable either directly or indirectly and
Levet 3 techniques which use inputs which have a sigmficant effect on the recorded fair value that are not based on observable market data The Group has no
financial nstruments in ths category

Far assets and habilities classified aslevel 2 the farr value 1s calculated using valuation techmques with market ebservableinputs Frequently apphed
techmques mclude forward pnaing and swap models using present value calculations The models incorporate vanous nputs ncluding foreign exchange spot
and forward Tates interest rate curves and forward rate curves

Level 1 CCP trading assets and habiihes were £8 467 8 mitlion (2013 £3 426 6 million) Level 2 CCP trading assets and labilities were £328 733 4 milon (2013 ni)
Level 1 Financial assets held at far value were £10 275 8 milhon (2013 £12 6 milion) Level 2 Financial assets held at far value were £865 3 milhon (2013 mil)

The cross currency interest rate swaps @mounting to six centracts of €50 million each) effectively exchange some of the proceeds of the 2016 and the
2019 £250 rmlhon bords from sterling mto euros to better match the currency of borrowings to the Group s currency of eammgs 1o reduce exposure to euro
denormnated net assets and to protect stering cash flow These are designated as a hedge of the Group s net investrnent m the Italian group and quahify for
effective hedge accounting as both legs of the swap are at fixed rates and the cash flow components of the swaps exactly match the terms of the underlying bonds
For the year ended 31 March 2014 the Group recogmsed the £2 3 milllon movement in mark to market value of these denvatives in reserves (2013 £2 5 millon)




Group financial statements Notes to the financial statements

131

Foregn exchange forward contracts ware arranged during the year to hedge the fair value of USD denominaled exposures These hedges forward buy and

sell USD payables and recewvables with the mark to market adjustments offsetting the hedged item revaluation in the income staternent This also offers more
predictable sterling cash flows to the Group at matunty At 31 March 2014 USD18m of recewvables and USD12 7m of payables were hedged forward mto the
next inancial year The market value of the hedges was £3k in aggregate

Other nan-current habibittes includes a CADS51 3m financial labity relating to the FTSE-TMX Canadian Dollar denominated investrment This inancial hability
has been designated as a hedge of the Group s net investment in FTSE-TMX

The Group s financial assets held at fair value consist largely of secunties restricted in use for the operations of the Groups CCPs as managers of their respective
clearmg and guarantee systems The farr value of finanaial instrurnents traded 1 active markets (such as trading and avallable-for-sale securities) 1s based on

quoted market prices at the balance sheet date

The nature and composition of the CCP clearing business assets and habilities are explained in the accounting policies note on pages 112 113

As at 31 March 2014 there were no provisions for imparment 1n relation to any of the CCP financial assets (2013 ml) and none of these assets were past due

(2013 nul)

The financial instruments of the Group and the Company at the previous year s balance sheet date were as follows

Group Company
Assets at fair Assets at fair
Loans and Avadable value through Loans and value through
receivables for sale profit orloss Total Teceivables profit or loss Total
31 March 2013 £m £m £m £m £m £€m £m
Assets as per balance sheet
Financial assets of the CCP clearing business
— CCP trading assets - - 342606 34260 - - -
— Recewvables for repurchase transactions 127036 2 - - 1270362 - - -
- Other receivables from clearing members 71448 - - 1144 8 - - -
- Finangial assets held at fair value - - 126 126 - - -
—Cash and cash eguivalents of cleanng
mernbers 26811 57951 - 84762 - - -
Financial assets of the CCP clearing business 136 862 | 57951 34392 146 096 4 - - -
Assets held at faur value — - 61 61 - - -
Tetal financial assets for CCP clearing 136 862 1 57951 34453 146 1025 - - -
Trade and other recetvables 1210 - - 1210 579 4 - 5794
Cash and cash equivalents 4462 - - 442 0! - 01
Available for sale financtal assets - 119 - 119 - - -
Crass currency interest rate swaps - - 40 40 - 40 49
Forward foreign exchange contract - - 03 03 - - -
Total 137429 3 58070 34490 146 6859 5795 40 5835
Group Company
Derwvatives used Other financial Derivatives used Gther financial
for hedging liabilities Total for hedging labilities Total
£m £m £m £m £m £m
Lialitwes as per balance sheet
Financtal habilties of the CCP cleanng business
- CCPtrading habihities - 34266 34266 - - -
— Liabilities under repurchase transactions - 127036 2 127036 2 - - -
- Other payables to clearing members - 156104 156104 - - -
~Financial habtlities held at fair value - 149 149 = - -
Financial labilities of the CCP clearing bustness - 146,088 1 146 0BB 1 - - -
Trade and other payables - 2334 2334 - 1609 1609
Provisians - 273 2713 - - -
Barrowings - 746 8 796 8 - 796 4 796 4
Cross currency imterest rate swaps 35 - 35 35 - 35
Forward foreign exchange contracts - 0l 0l - - -
Total a5 147 1457 147 1492 35 9573 960 8
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19 Offsetting financial assets and financial liabilities

The Group reports financial assets and financial kabilities on a net basts on the batance sheet where there s a legally enforceable nght to offset the recogrised
amceunts and there 1s an intention to settle ona net basis or to realise the asset and settle the iabuities sirnultaneously

The following table shows the impact of netting arrangements on all financial assets and labilities that are reported net on the balance sheet

Gross Amount HNet amount as

amounts offset Teported

31 March 2014 £m £m £m
Derwatwe financial assets 24,807,530  (24,806,500) 1,030
Reverse repurchase agreements 513,873 (187,152) 326,721
Other movernents duning the year 88,284 {87,294) 290
Total assets 25,409,687  (25,080,946) 328,741
Derwative inancial labilities (24,807,530) 24,806,500 {1,030)
Revarse repurchase agreements {513,873) 187,152 {326,721)
Other (88,284) 87,294 {990)
Total habilities {25,409,687) 25,080,946 {328,741)

All offset amounts are held in the CCP trading assets and CCP trading habilities within the Group's financtal instruments

As CCPs the Group s operating companies sit in the rmiddle of members transactions and hold default funds and margn amounts as a contingency against
the default of a member As such further amounts are available to offset in the event of a default reducing the asset and hability of £328 741 6 miltion to mid
Default funds for derwatives of £4 018 7 mllion repos of £1 497 1 millien and other transactions of £377 0 milllon are held by the Group In addition the Group
holds margm of €14 954 8 rmillion for denvatives €12 506 5 mulion for repos and €4 896 3 millien for other transactions as well as additional vanation margin
amounts which are net allocated by business ne

20 Cash and cash equivalents

Group Company
2014 2013 2014 2013
£m £Em £m £m
Cash at bank 6839 2170 - 01
Short term deposits 2353 2292 - -
919 2 446 2 - 01

Cash and cash equivalents are held with authorised counterparties of a high credrt standing m secured mvestments at LCH Clearnet Group companies and at
CC&G and unsecured mterest bearing current and call accounts short term deposits and AAA rated meney market funds elsewhere i the Group Management
does not expect any losses from non-performance by the counterparties helding cash and cash equivalents and there are no matenial differences between
therr bock and farr values

Cash and cash equivalents do not include armounts held by subsidianes on behalf of 1ts clearing members the use of which 15 restricted to the operahion of the
clearers as managers of the cleanng and guarantee system {see note 18) Cash and cash equivalents include amounts held by regulated entrties for regulatory
and operational purposes At 31 March 2014 the Group set aside £803 6 rmilhon (2013 £200 0 million) for such purposes with the ameunt subject to regular
review with regulators inthe UK France and Italy

21 Trade and other payables

Group Company
2014 2013 2014 2013
Notes £m £&m £m £m
Trade payables 439 304 - -
Amounts owed 1o Group undertakings 3l - - 1820 1322
Social secunity and other taxes 72 125 - -
Other payables 1105 264 10 33
Accruats and deferred income 2299 164 1 2l 4 254
4015 233 4 204 4 1609
Current 4015 2300 204 4 1609
Non-current - 34 - -

401 5 233 4 204 4 1609
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22 Borrowings
Group Company
2014 2013 2014 2013
£m £m £m Em
Current
Bank borrowings and trade Ainance loans 2787 04 260 -
2787 04 260 -
Non-current
Bonds 796 6 796 5 7967 7905
Preferred securities 148 4 - - -
Deferred arrangement fees ~ 01 - (31}
9450 796 4 796 7 796 4

The Group has the following commutted bank facilittes and unsecured notes

Carrytng value at

Interest rate
percentage at

Notes/Facility 31 March 2014 31 March 2014
Type Expury Date £m £ %
Drawn vatue of Facilities
Multt currency revelving credit facility Jul 2016 2500 1651 LIBOR+ 08
Mult currency revolving credit facility Jul 2018 4500 1127  LIBOR+ 095
Total Bank Facilities 7000 2778
Notes due July 2016 Jul 2016 2500 2510 6125
Notes due Octaber 2019 Oct 2019 2500 2482 9125
Notes due Navember 2021 Nov 2021 3000 2974 475
LCH Clearnet preferred securities May 2017 165 6 1484 6576
Total Bonds 965 6 9650
Total Commutted Facilities 16656 1,222 8
Current borvowings

The Group s committed bank faciity arrangernents of £700 million were partialy utilised at 31 March 2014 wath £277 8 million drawn

Inaddition a nurnber of Group entities have access to uncommitted operational meney market and overdraft facthties which support post trade actmties

and day to day lquidity requiremnents across its operations As at 31 March 2014 £0 9 million was the aggregate drawing against these facilities

CC&G has unimited direct intra-day access to refinancing with the Bank of 1taly to cover its operational hquidity requirements in the event of a market
stress or participant failure In addition it has arranged secured and unsecured credit ines with a number of commercial banks which totalled €450 mullion

at the 31 March 2014 to further support its operational and iquidity requirements

Asabank Clearnet SA has fult and unlimited access to the hquidity operations provided by the central bank including refinancing securities at Bangue de

France to support its normal day to day requirements
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Non-current borrowings

InJuly 2006 the Companyissued a £250 million bond which 1s unsecured and 15 due for repayment in July 2016 Interest is paid sermi-annually in arrears in
January and July each year The issue price of the bond was £99 679 per £100 normnal The coupon on the bond 1s dependent on movements in the Company s
credit rating with Moody s which was unchanged throughout the financial year The bond coupon remained at 6 125 per cent per annum throughout this penod

In June 2009 the Comnpany 1ssued another £250 mihon bond which1s unsecured and is due for repayment 1n October 2019 Interest 1s paid sermi-annually in
arrears 1n April and October each year The issue price of the bond was £99 548 per £100 nominal The coupon on the bend 1s dependent on the Campany's
credht ratings with Moody s and Standard & Poor’s which were unchanged throughout the financial year The bond coupon remained at 9 125 per cent per
annum throughout this peniod

In November 2012 the Comipany 1ssued a further £300 million bond under its euro mediumn term notes programme (launched at the same time) which ts
unsecured and 15 due for repayment in November 2021 intetest 1s paid semi-annually in arrears m May and Novemnber each year The 1ssue price of the bond
was £100 per £100 norminal The coupon on the bond 1s fixed at 4 75 per cent per annum

In May 2007 LCH Clearnet Group Limited 1ssued through Freshwater Finance plc €200 milhon of Perpetual Preferred Secunties to underpin its capital structure
€20 mullon of these Securities were subsequently repurchased in the market by LCH Clearnet Group Lirmted The coupon on these Securities 1s currently a fixed
rate of 6 576 per cent per annum and interest 1s paid annually In May 2017 this coupon s replaced by avate of three month Eunbor plus 2 1 per cent per
annum and a first call date attached to the Secunties 1s May 2018

Falr values
The far values of the Group s borrowings are as follows

2014 2013
Carrying value Fair value Carrytng value Fair value
Group £m £m £m £m
Borrawings
—within one year 2787 2787 04 04
—after more than one year 9450 1,066 2 796 4 942 4
1,2237 1,344 9 796 8 942 8
The fair values of the Company s borrowings are as follows
2014 2013
Canying value Faur value Carrying value Fair value
Cormpany fm Em fm £m
Borrowings
- within one year 260 260 - -
- after more than one year 796 6 910 3 796 & 942 4
822 6 936 3 796 4 942 4

The farr values of borrowings are based on discounted cash flows using a rate based on borrowing cost Floating rate borrowings bear interest at an agreed
margin over LIBOR

The carrying amounts of the Group s bosrowings are denormnated in the followang currencies

2014 2013
Drawn Swapped Effective Drawn Swapped Effective
Currency £m £m £m £m £m m
Sterling 8226 (248 5} 5741 796 4 {255 5) 3409
Euro 4005 2485 6490 - 2555 2555
Sn Lankan Rupees 06 - 06 04 - 04

Total 1,2237 - 1,2237 796 8 — 796 8
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23 Analysis of net debt <]
o
Group Company g
2014 2013 2014 2013 an
€m £m £m £m 3
Due within one year .
Cash and cash equivalents 919 2 44l 2 - o1
Bank borrowings (2787) (04 (26 0) -
Derwatwve financiat habities (34) 01 - - J
6371 4457 (26 0) 0l Y
Due after one year L
Deferred arrangement fees - 01 - 01 a
Bonds (796 6) (796 5) (796 6) (796 4) b
Preferred Secunties (148 &) - - - +
Denwative financial assets 67 473 67 40 .
Dervative financial habiliies (% 0) (35) {4 0) (35) o
Total net debt (305 2} {345 9} (819 9) (795 7) e
Reconcthation of net cash flow to movement in net debt
Group Company '
2014 2013 2014 2013 -
£m £m £m £m g ]
Increasef(decrease) in cash in the year 4917 2276 1) 03 = N 2
Bond 1ssue proceeds - (297 6) - 2976) d o
Bank loan repayments less new drawings (192 1) 2578 {26 0) 2478 ; "y
Change n net debt resulting from cash flows 2996 1878 (26 1) (49 5) 2 b
Foreign exchange moverments (11 2) 26 {05) 04
Movermnent on denvative financial assets and habihties {14) 124) 22 26)
Bond valuation adjustment 01 0l 02 01
Acquired debt (242 4) - - -
Net debt at the start of the year {369 9) (538 0) (795 7) {743 3)
Net debt at the end of the year (305 2) {349 5) (819 9) (795 7)
24 Provisions %
=
Property :
Group £m =z
z
1 April 2012 301 e
Utilised during the year 1) .
Interast on discounted provision 113 4
31 March 2013 273 E
Utilised during the year 97) %
Interest on discaunted provision 18 Z.
31 March 2014 194 n
Current z8
Non-current 16 6
31 March 2014 194

The property provision represents the estunated net present value of future costs for lease rentals and dilapidation costs less the expected receipts from
sub letting space which 1s surplus to busimess requirements The leases have between one and 15 years 1o expiry

The Company has na provisions
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25 Ordinary share capital

2014 2013
Authonsed mllions £m mallions £m
Ordwnary shares of 6 ™/ssp 2711 188 2751 188

Moare tnformation about the shares and nghts attached to the ordinary shares 1s qiven m the Directors Report on pages 98 and 99

26 Net cash flow generated from operations

LGroup Company

2014 2013 2014 2013

£m £m £m £m

Profit before taxation 2843 2089 64 4 1591
Depreciation and amortisation 1786 129 2 - -
Loss on disposal of property plant and equipment o2 15 - -
Profit on acquisitionddisposal of shares in subsichary and jount venture (69) - - -
Net finance expensef{incame} 688 495 (79 3) (148 9)
Decrease in inventories [ X} 05 - -
Decrease tn trade and other recewvables az2 30) 97 32
Decrease in trade and other payables {118 6) 9 6) 67) 102)
Borrowing costs capitalised - {05 - 0 6)
Goodwill valuation amendment - (12) - -
Decrease/{increase) in CCP financial assets 92,3230 (43 590 5) - -
[Decrease)incraase n CCP clearing business liabihtes (92,236 &) L3594 4 - -
Defined benefit penston obhigation = contnbutions (in excess of i/lower than expenses charged (33) (10 - -
Provisions utihsed during the year @on L1) - -
{Increase)/dacrease in assets held at faw value from operating actwvibies (a5) g0 - -
Share scheme expense 134 131 - -
Foreign exchange (lossesj/gains on operating activities (65) 43 (11} 25)
Cash generated from/(absorbed by) operations 5154 4875 (13 0) 0l

Campnising

ongong operating activities 3487 4805 17 01
Non recurrng items (333) 70 (14 7) -

515 4 4875 (13 0) 01

27 Commitments and contingencles
Contracted capital commitments and other contracted commitments not provided for in the financial staterments of the Group were £17 million (2013 £1 6 milbon)
and £nil (2013 £13 2 mllion) respectively

LCH Clearnet Group Limited 15 currently engaged in correspondence and discussions regarding concerns raised by admimstrators in relation to a past default
exercise which could give nse to a claim against 1t The amount and likehhaod of success of any such claim If made 1s currently uncertain and accordingly no
provisien for any habihty has been made in the mterm statements

28 Business combinattons
Acquisitions in the year to 31 March 2014
The Group made three acquisitions during the pered

On S Apnil 2013 the Group and TMX Group Lirmted completed a transaction to combine ther fixed income businesses into a new business FTSE TMX Global
Debt Capital Markets Limited The transaction resulted in the Group acquinng a 75 per cent stake in FTSE TMX Global Debt Capital Markets Limited for a total
cons\deration of €78 2 million The non-controlling interest ( NCI') has an option to sell the remaining 25 per cent interest to the Group after six years or earhier
in other imited scenanos

On 1 May 2013 the Group completed the acquistion of a further 55 5 per cent stake n LCH Cleamet tesulting m a majortty stake of 57 8 per cent n LCH Clearnet
The total investment of £470 3 milion includes deferred consideration of £20 0 million payable on 30 Septemmber 2017 subject to acceleration or delay in certan
limited circumstances The tnvestrment 1s inclusive of the Group s participation n the capital raise of LCH Clearnet issued share capital of £158 2 million

On 23 September 2013, the Group acquired a 70 per cent nterest 1n EuraTLX SIM Sph for a consideration of £26 1 rmithion and £0 9 milhon in deferred
consideration The NC1 has an option to sell the rematning 30 per cent interest to the Group The value of the optton 1s dependent on achieving growth and cost
synergies in the next financial year
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Contributen post acquisition

Fair value of QOperating

Date acquired  Total investment Goodwill  assets acquued Revenue profit

£m £m £m £m fm £m

LCH Clearnet Group Lirmted I May 2013 4703 123 8 34b 5 2630 785
EurcTLX SIM SpA 23 September 2013 279 150 114 6a 20
FTSE TMX Global Debt Capital Markets Limited 5 Aprl 2013 782 274 50 B 109 o7
5755 166 3 4087 280 5 872

The total nvestment included i the acquisition of LCH Clearnet comprtses cash consideration of €292 1 million deferred consideration of €20 0 millon and the
Group s participation i the capital raise of £158 2 milhon Included in the LCH Clearnet value of assets acquired s £273 7 millon raised from all shareholders as
part of the capital raise

I all acquisttions had occurred on 1 April 2013 estimated Group revenue for the year would have been £1 124 mdlion wath operating profit (before acquisition
amortisation and exceptional items) of €525 milllon These amounts have been calculated using the Groups accountmg policies and based on avallable information

The assets and habilities ansing out of each acquisition at the relevant acquisition date are as follows

FTSE TMX Glebal Bebt Capital

LCH Clearnet Group Limited EuroTLX SIM SpA Markets Limited Total
Book value Fair value Book value Fair value Book value Falv value Book value Fair value
£m im im £m tm £m £m £m
Non-current assets
Intangible assets 55 4 2771 o1 110 110 159 665 3640
Goodwill 1199 - - - 901 - 2100 -
Praperty plant
and equiprment 146 146 09 09 - - 155 155
Other non current assets 240 240 - - - - 240 240
Current assets
Cash and cash equivalents %251 %251 82 82 27 27 4360 4360
Other current assets 466,555 5 466,555 5 25 25 30 a2 466,561 0 466,561 2
Current hiabilities
Borrawings (92 4) 92 4) - - - - oz &) {92 4)
Other current habilities {661,088 1) {461,088 1) (2 8) 63 4 4) {4 5) {#61,095 3) (461,098 9)
Non-current liabilities
Borrowings (152 4) (152 4) - - - - (152 &) (152 4)
Other nen current liabilities (5,214 0) (5,277 4) o1) 01) “5) {9 6) (5,218 6) {5,2871)
Net assets 6476 6860 88 162 979 677 754 3 7699
Non controlling interest - {339 5) - %8 - (16 9) - (361 2)
Goodwll - 1238 - 156 - 274 - 166 8
647 6 470 3 88 270 979 782 754 3 5755
Satisfied by
Cash and caputal raise 4503 261 731 5495
Deferred consideration 200 09 - 209
Transfer of assets - - 51 51
Total investment 5703 270 78 2 5755

The fair values are preliminary and will be finalised wathin 12 months of the acquisiion date
The farr value adjustments include

LCH Clearnet Group Lumited

The addttional £245 2 millien of intangible assets anstng on consclidation represents £47 4 million relating to varous technologies £33 4 mullion relating to
software icences £152 1 mullion relating te customer relationships and £12 3 million relating to trade names The fair values of these purchased intangible
assels are bemg amortised over thewr remaining useful ife frorn the date of completion The goodwall of £123 8 rmllion ansing on consclidation represents
the growth of future expected mcome streams from customers and 1ts assembled workforce

EuroTLX SIM SpA
The purchased intangibles of £10 9 million primanly relates to custorner relations of £10 0 milhon The goodwall of £15 6 million ansing on consolidation
ncludes value attnbuted to its assembled workforce

FYSE TMX Global Debt Capital Markets Lunited
The purchased intangibles of £74 1 milion mainly relate to custorner relations of £69 1 million The goodwill of £27 4 milkon arising on consolidation represents
the potential for the Group to expand into new terntories such as the USA (£16 3 million) Australia (€7 4 millon) and China (£3 7 million)
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29 Leases
The Group leases vanous office properties and equipment under non-cancellable operating leases

The total future rmmmum lease payments under non canceltable operating leases are due as follows

Property Equipment
2014 2013 2014 2013
Leases expirnngin £m £m £m €m
Less than one year 308 253 11 14
More than one year but Tess than five years 102 4 840 06 -
More than five years 930 827 - -
226 2 192 0 17 i4

Operating lease payments of £34 1 million (2013 £25 6 millon) were charged to the income statement 1n the year inrelation to property and £1 9 milhen
(2013 £3 0 rullion) n the year in relation to equipment

The total future rminimum lease payments expected to be recewved under non-cancellable operating leases for property where the Group 1s lessor are due as follows

Property
2014 2013
Leases expiring in £m €m
Less than one year 55 a2
More than one year but less than five years 212 212
More than five years 70 109
337 403

The Company has no lease cormmitrments

30 Share Schemes

The London Stock Exchange Group Long Term Incentive Plan (LTIP) approved at the 2004 AGM has twe elements a conditienal award of Performance Shares
and an award of Matching Shares inked to investment by the executive of annual bonus i the Company’s shares Vesting of these awards 15 dependent upon
the Company s total shareholder return performance and for awards made since 2008 adjusted basic earnings per share Further details are provided in the
Remuneration Report on pages 70-97

The SAYE scheme and International Sharesave Plan provide for grants of options to employees who enter into a SAYE savings contract and options were granted
at 20 per cent below fair market value Share awards were granted at nil cost to employees and other share options were granted at fawr market value or above

The Group has an £50P discretionary trust to adrmmister the share plans and te acquire the shares to meet commitments to Group employees

At the year end 642 936 (2013 1128 556) shares were held by the trust funded by an interest free loan from the Group The Company has no employees
but in accordance wath SIC 12 "Censolidation — Special Purpose Entities” has the obligation for the assets liabiities 1ncome and costs of the ESOP trust and
these have been consohdated in the Group s financial statements The cost of the Group s shares held by the trust are deducted from retamed earnings

Movements in the number of share options and awards outstanding and their weighted average exercise prices are as follows

Share options SAYE Scheme LTIP

Weighted average weighted average weighted average

exercise exercise exercise

Number price Humber prce Number price

31 March 2012 404 240 526 489 271 613 6093311 -

Granted 58 440 985 220 046 820 2814 239 -

Exercised {67 570) 357 (3 8&d) 613 {1386 330) -

Lapsed/forfeited (8 995) 780 (20 403) 613 1028 747) —

31 March 2013 183115 ul6 685 070 679 6492473 -

Granted - - 214,485 12 64 2,231,649 -

Exercised (235,139) 712 (3,501} 643 (1,902,989) -

Lapsed/forfeited (9,943) 927 (29,171} 680 (428,407) =

31 March 2014 138,033 925 366,883 8 25 5,392,726 —
Exercisable at

31 March 2014 32,778 773 — - - -

31 March 2013 183,031 169 - - 121 483 -

The weighted average share price of London Stock Exchange Group pic shares during the year was £16 08 (2013 £10 70)
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The range of exercise prices and weighted average remaining contractual ife of awards and options outstanding are as follows

2015

2013

Weighted average
Number remamning
outstanding  contractual life

Weighted average
Number rematning
outstanding  contractual hfe

Share options

Less than €7 - - 153935 03
Between £7 and £8 10,506 - 85 680 17
Between £8 and £9 22,272 - 29 696 05
More than £9 105,255 05 113 804 26
SAYE

Less than £7 439,487 05 465 024 12
Between €8 and £9 212,911 05 220 046 10
Mare than £9 214,485 07 - -
LTIP

Nl 6,392,726 13 § 492 473 14
Total 7,397,642 13 7560658 16

The fair value of share awards and share options granted during the year was determined using a stochastic valuation model The key assumptions used in the

valuation were as follows

Performance Related Equity Plan Matching Shares Share Save Plan

12 Jun 2013 12 Aug 2013 3 Sep 2013 5 Feb 2014 12 Jun 2013 30 Sep 2013 10 Jan 2014

Grant date share price £13 45 £1571 €15 74 £18 34 £13 45 £15 37 £1799
Expected hfe 3 years 3 years I years 307 years Jyears 3 years 3 years
Exercise price nfa n/a n/a nta n/a nfa £1264
Dwvidend yeld 220% 190% 190% 160% 2 20% 1 90% 170%
Risk free interest rate 070% 070% 090% 100% 070% 0 80% 110%
volattty 30% 30% 30% 29% 30% 30% 30%
Fair value - - - - - - 6 D4
Faur value TSR £4 11 €5 06 £513 €6 05 £411 F498 -
Fair value EPS £12 59 £14 84 £14 80 L1748 £12 55 £14 49 -

The approach adopted by the Group 1 determining the fair vatue for the Performance and Matching Shares granted dunng the year was basedon a
Tolal Shareholder Return pricing model which neorporates TSR and EPS peirforrmance conditions and references the vesting schedules of the awards

For all other share awards including the Share Save Plan the Black-Scholes model was used

The significant inputs into both models are the share price at grant date expected volatility dwidend yields and annual nsk-free interest rate The volatihty
assumption s based on the histoncal three year volatility as at the date of grant The risk-free interest rate represents the yield avaiable on a UK zero coupon
government bond on the date of grant for a term commensurate with the vesting period of the award The expected life refers to the time from the date

of grant to the date the awards vest Holders of share awards and share options are not entitled 10 1ecewve dividends declared during the vesting period
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31 Transactions with Related Parties
Key management compensation
Compensation for Directors of the Company and key personnel who have authonty for planning directing and controfling the Group

2014 2013
£m tm

Salaries and other short term benehts 99 89
Pensions 09 05
Share based payments 107 4B
215 140

Inter-company transactions with subsidiary undertakings
The Company has loan agreements with some subsidiary undertakings Detals as at 31 March 2014 are shown in the table below

Amount o rmillions due
(owed to}/from as at 31 March

Interestin mulhons
{charge) feredit

Interest rate as at 31
Loan counterparty 2014 2013 Term March 2014 2014 2013
Landon Stock Exchange ple £(181 1)m E{8B Im 25 years from May 2006 with LIBOR plus £(5 0)m £(6 8yn
five equal annual repayments 2% per annum
commencing in May 2027

London Stock Exchange £13 2m £14 2m Repayable on demand Non interest nil nil
Employee Beneht Trust bearing
London Stock Exchange Group nil €4500m Five years from March 2009 EURIBOR plus nil €24 4m

Holdings (Italy) Lirited - Italian
Branch

repayable n full on maturity
n March 2014

4 0% per annum

London Stock Exchange Group nit €94 5m 20 years from January 2008 EURIBOR plus nil €2 6m
Holdings (Italy) Lirnited - Italian with five equal repayments 1 2% per annum
Branch commencing in January 2024
tondan Stock Exchange Group €{9 6)m il Fifth anmiversary of the imtial LIBOR plus €0 1m il
Holdings (Italy) Limited utthsation date which was 1 5% per annum
Apnl 2013
London Stock Exchange Group £474 9m £463 6m Fifth anmversary of the mutial LIBOR plus £23 3m f£221m
Holdings Limited utithsation date which was 4 Q% per annurn
October 2009
London Stock Exchange Group nil £(06)m Fifth anmversary of the mitial LIBOR plus nil il
Haldings (R) Lirmited utiisation date which was 1 5% per annum
April 2011
Cassa di Compensazione e Garanzia nil i One year from imtial utthsation EURIBOR plus nil €(0 5ym
SpA date which was January 2012 I 2% per annum
Monte Titoh Sp A nil €{319)m One year from inttizl utiisation EURIBOR plus €(0 2)m €(0 4ym
date which was January 2012 1 2% per annum
extended for further stx months
to July 2013
Secieta Mercato Titeh di Stato S p A nil €22 2)m One year from imbial utihsation EURIBOR plus €(0 3)m €(0 2jin
date which was 1 August 2013 1 2% perannum
LSE Reg Holdings bimited €0 2m ml Fifth anmversary of the tmtial EURIBOR plus nil ulll
utiisatton date which was 1 2% per annum
December 2013
LSE Reg Holdings Lirmited £13m ml Fifth anmiversary of the initial LIBOR plus nil il
utilisation date which was 1 2% per annum
Decernber 2013
London Stock Exchange (C) Limited €49 8m €13 8m Fifth anniversary of the imitial EURIBOR plus €0 8m €0 3m
utiisation date which was 1 5% per annum
April 2012
Londan Stock Exchange {C) Lirnited £2 8m nil Fifth anniversary of the mitial LIBOR plus nil nil

utiisahion date which was
Apnil 2012

1 5% per annum

Dunng the year the Company charged n respect of employee share schernes £5 0 rmllon (2013 £8 0 maliion) to London Stock Exchange plc €0 2 million
(2013 nly to London Steck Exchange Group Holdings Inc £0 1 rmillion (2013 nil) to Londen Stock Exchange (Ov) Limmited, €0 1 million (2013 nil) to Unavista
Limited £2 7 million (2013 £2 8 rmllion) to London Stock Exchange Greup Holdngs (taly) Lid £1 0 milhion (2013 £0 7 milhen) to Millenmium Information

€2 0 rmlion (2013 £1 2 mllion} to FTSE Group and £0 2 million (2013 mil} to LCH Clearnet Group The Company recewed dividends of £118 2 million
(2013 €112 4 milon) and €60 0 rllion (2013 €60 0 milhon) respectively from its subsidianes London Stock Exchange ple and London Stock Exchange
Group Holdings (Itaty) Limited
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32 Other Statutory Information =
Audttors' remuneration payable to PricewaterhouseCoopers LLP {PwC) and 1ts associates comprise the following g
g
2014 2013
£m £m
Audit of parent and consolidated financial statements o0s 02 ’
Audit of substdiary compames 11 10
Audit related assurance services 04 04
Gther non audit services )
- Taxaton 06 02z N
— Corporate finance 02 06 N
— Qther assurance services - 01 ;}2
Total expenses 28 25 4
N
Further details of the services provided by PwC are given 1n the Report of the Audit and Risk Cormmittee on pages 68 3
Directors emeluments comprise the following *.'
2014 2013 C
£m £m .
Salary and fees 34 26
Performance banus 27 26 —
Gains made on share awards 48 49 g ™
Benehts 04 03 =
113 104 z |
Contributions to defined contribution schemes 67 03 B b
120 107 B oL
B oo
s
Durmg the year no Directors (2013 none) had retrement benefits accruing under defined contribution schemes and cne Director (2013 one) had retirernent s
benefits accrumng under a defined benefit scheme ‘jé‘"
4
Further details of Directors emoluments are included in the Remuneration Report on pages 70-97 57
L&) ]
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Market structures

PROCESS

EXPLANATION

THE GROUP S INVOLVEMENT

The process of trading

Electronic trading

Post Trade

Computerised systemns for matching
buy and sell orders of financiak
nstruments such as equities

bonds and derwatives

— Equities — London and Itahan trading platforms and Turquoise pan-European & US trading
— ETFs ETCs—London and Italian trading platforms

— Bonds—MTS MOT ORB and EurcTLX

— Derwvatives — LSE Dervatives IDEM IDEX and AGREX

Clearing

After a trade has been matched
usually by a trading system, s
cleared by a Central counterparty
{CCP) who stands in the middle of
a trade as the buyer to every
seller and the seller to every buyer
If etther party defaults on the trade
the CCP owns the defaulter s nisk
and becomes accountable for its
liabibities Dureng the e of atrade
or that of a portfehio of trades
CCPs process all cash flows and
continuously mark the trade or
book to market calling vanation
and wmitial margin i relation to
prevailing risk of the overall portfolio

LCH Clearnet acts as a CCP for LSE equities denvatives and bonds Turquoise equities
and MTS bonds LCH Clearnet also clears commodities and for global OTC derwvatives
and non Group venues It has clearing houses in the UK France and USA

CCEG acts as a CCP for Itahan cash equities derwatives and fixed incorme CC&G also clears
OTC trades and non Group venues

Settlement

Settlernent is the process of
delivening title te the financial
mstrurnent to the buyer aganst
payment to the seller For equities
this normally takes place three days
after the trade Netted settlement
reduces a large number of positions
1o a single position/payment
Settlement operates both for
transactions through a trading
system and those completed over
the counter (OTC)

Monte Titol operates the X-TRM and EXPRESS 11 systems which cover Italian pre settlement
and settlerment creating netted settlerment mstructions making the actual payments and
delivering securities

Custody

Acustodian or Central Secunties
Depositary {CSD) undertakes the
safekeeping and admmistration
of securities on behalf of 1ssuers
and investors

Mante Titoll provades Italian custody servces for financal instruments such as equities
and bonds whether dematerialised or in paper form De matenahsed securities are those
that can be held without the need far paper certihcates

The Group will launch a new International CSD based inLuxembourg nthe fwst half of 2014
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Electromeally connected market
consisting of dealers who are in
constant contact thereby facilitating
tradwng directly between two parties

EXPLANATION ATTRIBUTES THE GROUP 5 INVOLVEMENT
Trading under MifFID
Exchange model — Traded through trading — Regulated — Trading piatforms offered by the London
for trading platforms run by an operator — Order driven Stock Exchange and Borsa ltaliana
of a Regulated Market — Neutral including secunties histed and/or adrmitted
~—- Transpasent to trading en the Group s primary markets
-~ Liquid
~ Widest stock coverage
— Widest chent base
— On exchange busmess done off ~— Telephone trading — Dnexchange trade reporting and publication
order book and reported to a
Regulated Market
MTF MIFID comphant secondary trading — Regulated — MTF services provided through Turquolse
platform prowiding trading facitities — Order driven and Euro MTS
simular to those offered by — Neutral
exchanges/requlated markets — Transparent
— Cannclude datk pool trading
{see below)
or1e Over-the counter/bilateral market — Regulated participants — OTC trade reportmg and publication services
conducted through electronic — Large or block trades
systerns or by telephone — Way to trade less lquud stocks

What are features of lit and dark order books?

Lit order books display price and size of bids and offers so that orders are
visthle pnior to execution The benefit 1s certainty of trade The challenget
s polentiai market impact Dark order books mitigate market impact by
allowing orders to reside in an orcter book where the price and size of an
order 1s not displayed until after the trade Users of a dark book therefore
have no certainty — pre-trade — that another order 15 in the dark book
The benefit, however 15 the ability to place orders without revealing one’s
intention pre-trade Furthermore an lnvestor can peg the non-displayed
price of the order in the dark book to follow the rid-pont of the tid and
offer displayed on the 1eference kit Exchange After a trade the price and
size of the completed order 1s pubhshed Thisis important asit adds to
transparency for all investors because post trade transparency is
pre-trade transparency for the next trade

Dark pool trading on Turquoise

Turquoise Midpomt Dark 15 a pubhc order book offered equally to all
members Turquoise Midpoint Dark matches orders pegged to the
mud-point of the Primary Best Bid and Offer of the respective Exchange
Size prionty in Turquotse Midpoint matching logic 1s different to traditonal
time pnionity of other public crders books and promotes larger sized
orders to the front of the queue Size pnonity and user-defined Minmum
Execution Size (MES) are key features of two distinct functionalities
that Turquoise Midpoint Dark offers Continuous Midpomnt Matching
and Turgueise Uncross™ an innovation that provides periodic random

uncrossings during the trading day which increases kkelihood of matching
resting buy and sell orders at a faw rmd price Independent study by Liquid
Metrix observed execution quality of Turquoise Uncross best in class
among public dark pools by multiple cntena

Regulatory development - Revised MIFID/MIFIR

Revised MIFID/MIFIR, political agreement having been reached

are now n the rele-making stage with the EU Commission and ESMA
The measures centain a broad range of marke! structure and conduct
of business measures aimed at extending the scope of MIFID maore
generally to non equities, promoting transparency regutation efficiency
and competwiveness of EU financial markets Key changes of relevance
to the Group include non discriminatory access to trading venues and
CCPs non-exclusive hcensing of benchmark indices the mtroduction

of SME Growth Markets the extensionof pre and post trade transparency
1o non-equity asset classes ncluding bonds and dervatives and increased
regulatory requiremnents for igh frequency trading strategies and
algorthmuc trading Implementation s expected to take place by

end 2016 with full imptementation of some aspects thereafter
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Glossary

AGREX
The Group s Italian agncultural commodities dervatives segment of IDEM

AIM
The Group s market for smaller and growang compantes estabhshed in
London and now extended to AIM Itaha — MAC

Borsa Italiana (BIt)
Borsa Italiana Sp A the Group's Itahian exchange busmess

CAGR
Compound anhual growth rate

ccp
Central Counterparty — stands between two parties to a trade to eliminate
counterparty nisk by ensuning that settlement takes place

CCaG

Cassa di Compensazione e GaranziaSp A the Groups Itallan subsidiary
which manages the ftahan CCP for equity derwative commaodity and
fixed mncome trades

Central Securities Depository {(CSD)
An entity that enables securities to be processed settled and held in custody

Company or LSEG, London Stock Exchange Group
London Siock Exchange Group ple

CONSOB
Commussione Nazionale per le Societa e la Borsa ltalys official body for
regulating and supervising companies and trading infrastructure providers

cp1
Consumer Price Index which measures changes in the price of consumer
goods and services purchased by households

Dark Pool

Electrenic trading networks developed by regulated venues such as
Regulated Markets MTFs and by OTC broker dealers to enable the matching
of orders between buyers and sellers without pre trade transparency until
the trade 15 complete

Depositary Receipts/Global Depesitary Receipts (GDR)
Tradable certificates representing ownership of a number of underlying
shares mainly for companies in developing or emerging markets

Derivatives

Tradable financial instruments whose value 1s determined by the value
an underlying nstruments this could be equity an index a commodity
or any other tradable mstrument

Exchange traded denvatwes (ETD) are listed derwatives traded on an
electromic trading venue such as an exchange and cleared through a
cleanng house

Over the counter (OTC) derwvatives are negotiated pnvately between
two parties and may be cleared through a cleaning house

EBITDA
Earmings before interest tax depreciation and amortisation

European Market Infrastructure Regulation (EMIR)
European leqislation on regutation of clearing of dervatives
and the operation and gavernance of CCPs and trade reposttories

ESOP
Employee Share Option Plan

ETC
Exchange Traded Commodity — secuntes that provide exposure to a range
of commodities and commodity ndices

ETF
Exchange Traded Fund —low cost and flexible mvestments that track indices
and seclors

ETP
Exchange traded products including ETFs and ETCs

ELITE

A piogramme in Italy and the UK which s aimed at providing support ta
fast growing SMES allowing thern to boost their appeal and visibility to
potential investors

EuroTLX

The Group s 70 per cent subsidiary whuch owns and operates a European MTF
for the trading of fixed income secunties in retail-size and investment
preducts ¢hstributed to retal chients

FCA

Fiancial Conduct Authortty the current requlator of conduct of providers
of financial services in the UK and of UK trading venues such as Recogmised
Investment, Exchanges (RIEs) and MTFs

FTSE Group or FTSE
FTSE International Limited and 1ts subsidiaries the Group subsidiary that
1s a leading global provider of index and analytics solutions

FTSE 100 Index
Theindex developed by FTSE and London Stock Exchange of leading UK
quoted companies

FTSE MIB Index
The mdex developed by FTSE and Borsa Italiana of leading ltahan
quoted comparnies

globeSettle
The Group s International Central Securtttes Depository m Luxembourg

Group
The Company and is group undertakings

Group undertakings

Group undertakings shall be construed in accordance with s1161 of the
Compantes Act 2006 and intelation to the Company includes London
Stock Exchange plc Borsa lalana SpA and FTSE Imernational Limted
together with respective direct and indirect subsidiaries

High Growth Segment (HGS)

A new segment of the LSE Man Market for the equity shares of UK and
European trading busimasses that candemonstrate sigmhcant growth

n revenues and a longer term aspiration 1o Jotn the Prermum segment
of the Main Market

Internattonal Central Securities Depository (ICSD)
The Group s new Luxernbourg based globeSettle entity that will provide
a full range of custody and settlement serices

IDEM
The Group s Italian Denvatves Market trading contracts based on equities
and related indices
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IDEX
The Group s Italan energy denvatives segrment trading contracts based
on commodities and related indices

108
International Order Book — the Groupss electronic trading service for
international securities

PO
Imtal Public Offering — the process whereby compantes jom our markets
and raise capital for the first ime

Latency
A measure of time delay expenenced i a systern measured in milliseconds
(1/1 000th of a second) or microseconds (1/1 000 000th of a second)

LCH Clearnet or LCH Clearnet Group
LCH Clearnet Group Lirmited and its subsidianies the Groups 57 8 per cent
owned global clearing and risk management business

Main Market

The market for compames which have been adrmtted to trading on the
London Stock Exchanges principal market and in Italy the marked for
compantes listed on Borsa Itahanas principal MTA market

MiFID or Markets in Financial Instruments Directive

EU Directive introduced in Novemnber 2007 to harmomise cross-border trading
of equities providing greater choice of trading venues Revised MIFID and
MIFIR (a directive and regulation) are now in the rule makang stage with the
EU Commission and ESMA

Mitlennium Exchange
MillenniumiT’s multi-asset trading platform deployed for the UK Itahan and
Turquoise equities markets

MillenniumIT

Miltenmum Infermation Technologies Limited the Group s subsichary that
15 the developer of flexible low cost gh performance trading platforms
and financial markets software serving both the Group s own businesses
and third parties

Monte Titoll
Monte Titoll Sp A the Groups Itahan Central Securities Depository and
settlerment provider

MOT
Mercato Obbligazionarnio Telernatico 1s the Groupss italian retail bond
tradng platform

MTA
Mercato Telematico Azionario s the Group s [tahan electromc market on
which shares convertible bonds warrants and option nghts are traded

MTS

Societa per 1l Mercato dei Titol di State S p A the Group s 60 per cent
subsidiary which owns and operates an electromic trading platform for
European fixed income secunties

Muttilateral Trading Facility (MTF)
Alternative electroric trading systems as categonsed under MiFiD

ORB
The Group s UK Order Book for Retall Bonds

oTC
Qver-the-counter trades in financial instrumenits executed outside a
Requlated Market or MTF — see also OTC Dervatives

Primary market
The hsting of secunties for the first time via an IPQ or introduction of
existing securities

Proquote
The Group s financial market software and data services provider

Regulated Market

Amultilateral systern which brings together multtple third party buying and
selling i financial instruments in accordance with rules authonsed under
provisions of MiFID

Repo

Repurchase Agreement — the process of borrowing money by cambining
the sale and subsequent repurchase of an asset traded through MTS and
cleared through CC&G or LCH Clearnet

RNS
Regulatory News Service the Group s Pnimary Information Provider
for dissermination of regulatery and nen regulatory news to the market

RPL
The Retail Price Index which measures inflation i the UK economy

Secondary market
The public market on which securities once 15s5ued are traded

SEDOL
The Group s securities identiication service

SETS
The electronic order book operated by the London Stock Exchange for the
trading of the most lquid secunties

Specialist Fund Market (SFM)
The Group s requlated market for mighly specialised investrnent entities that
wish to target mstitutional professional and highly knowledgeable investors

SwapClear
LCH Clearnet s OTC interest rate swap clearing setvice

TARGET2-Securities (T25)

Imtiatwve led by the European Central Bank to provide a platform for
settlement of bonds and equities traded in the Eurozone expected to be
launched 1n 2015

Transaction Reporting Service (TRS)
Approved Reporting Mechanmsm part of the Unavista range of services

Turquoise

Turquotse Glohal Holdings Lirmited and its subsidianes the Group's 51 per cent
owned pan-European MTF equity trading subsidiary a venture between the
Group and 12 global imvestment bank clients

UnaVista

The Group s web-based matching reconciliation and data ntegration engine
that provides matching of post trade datam a simple automated process and
the Trade Repository approved by ESMA under EMIR

X-TRM
The Group s post trade router to manage the trade flows between two
competing CCPs and onward to settlement
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Financial calendar

(Provisional)

AGM 16 July 2014
01 Intenim Management Staternent {revenues only) 16 July 2014
Ex-dwidend date for final dividend 23 July 2014

Final dividend record date

25 July 2014

Final dwidend payment

19 August 2014

Half year end

30 Septernber 2014

Interimn Results

Novernber 2014

New Financial year end (8 months)

31 Decernber 2014

Preliminary Results (9 months)

March 2015

Change of financial year

In order to create ahgnment of the financial years of LSEG plc and LCH Clearnet

Group achange was made o the Group s accounting reference date
moving from 31 March to 31 December with effect from 1 Apnil 2014

Bividend payments are expected to be made as follows

— Final duwadend for year ending 31 March 2014 —to be paid August

2014 (as per current timetable}

— Interimn dwidend for 6 months ending 30 September 2014
—to be paid January 2015 (as per current timetable)
— Final dividend for 9 months ended 31 December 2014

—to be paid May 2015

— Thereafter intenm dwvidends to be paid in October and final

dividends to be paid n May

The fmancial calendar 1s updated on a regular basis throughout the year

Please refer to our website www Iseg com/investor-relations/
investor-relatiens htm and chick on the shareholder sernces section

for up-to date detanls

The Groups AGM for the year ended 31 March 2014 will be held on
16 July 2014 at Haberdashers Hall 18 West Smithfield Londan EC1A GHG

starting at 12 00 noon
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Investor relations
Shareholder services Substantial Shareholders
Equimti registrars Shaveview service As at 14 May 2014 the Company had been notified of the following
Shareholders who hotd London Stack Exchange Group shares in certihcated  interests amounting to more than three per cent in the 1ssued share
form or within Equimit Investment Account or 15A can access Shareview capital of the Company i accordance with DTR S of the FSAs Disclosure
Shareview 15 a free service provided by our tegistrars Equimti It may be and Transparency Rules
accessed through the internet at www shareview co uk

Borse Dubal Limeted 20 6%
By creating a Shareview portfolip you will gan online access to Qatar Investment Authority 15 08%

nformation about your London Stock Exchange Group shares and

other investments including

— Direct access to information held for you on the share register
including share movements

— Adally indicative valuation of all investments held in your portfohc

— Arange of information and pracucal help for shareholders

To regster at Shareview you will need your shareholder reference (which
can be found on your share certificate) and you will be asked to select your
own personal wdentification number A user 10 will then be posted to you

1§ you have any problems n registenng your portfoho for the Shareview
service contact Equimition 0871 384 2544 Calls to this number are
charged at eight pence per minute from a BT landline Other telephone
providers' costs may vary For calls from outside the UK contact Equinth
on +44 121 415 7047 Please note that you should enly use electronic
addresses included in this Annual Report for the purposes expressly stated

Group's share price service
To obtain share price information for London Stock Exchange Group plc
see our website al www iseg com

By clicking on the vestor Relattons tab gow wll ind the Company s
share price histoncal closing prices and volumnes and an teractive
share price graph
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Investor relations contacts

Investor Relations

London Stock Exchange Group plc
10 Paternoster Square

London EC4M 7LS

For enqguiries relating to shareholdings in Lendon Stock Exchange Group plc
Shareholder helpline +44 (0)20 7797 3322
emall winfo-r@seg com

Visit the investor relations section of our website for up-to-date information
including the latest share pnce announcements iinancial reports and details
of analysts and consensus forecasts

www lseq com/investor-relations/investor-relations htm

Registered office

London Stock Exchange Group plc
10 Paternoster Square

Lom¢lon EC4M 7LS

Registered company number
London Stock Exchange Group plc 5369106

Registrar information
Equinih

Aspect House

Spencer Road

Lancing

West Sussex

BN99 6DA

T 0871384 2544 o1 +44 (0)121 415 7047
www shareview co uk

Chartered accountants and independent auditors
PricewaterhouseCoopers LLP

7 More London Riverside

London SE1 2RT

Principal legal adviser
Freshfields Bruckhaus Dennger LLP
65 Fleet Street

London

ECAY IHS

T +44 (0)20 7936 4000

Corporate brokers
Barclays

5 The North Colonnade
Canary Wharf

London

El4 4BB

T +44 (0)20 7623 2323
www barclays com

Morgan Stanley & Co Limited
20 Bank Street

Canary Wharf

London

El14 4AD

T +44 (0)20 7425 8000
www morganstanley com




AIM Londen Stock Exchange thel.ondon Stock Exchange coat of arms device NOMAD RNS
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Professional Secunities Market PSM are trade marks of Londen Stock Exchange ple
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FTSE International Limited under licence
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