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General Info
· Business model and operating environment
· ASX is a multi-asset class and integrated exchange group. The Group operates markets for cash equities and derivatives, and provides a full service offering including listings, trading, clearing, settlement, registry, and information and technical services. ASX operates a significant part of the infrastructure that supports Australia’s financial markets.
· The business is conducted through a number of regulated legal entities. ASX holds market operator licences and clearing and settlement licences to undertake its activities. ASX is subject to oversight by the Australian Securities and Investments Commission (ASIC) and the Reserve Bank of Australia (RBA).
· ASX services companies and other issuers that list equity and debt securities on the exchange, as well as a wide range of retail and institutional investors that invest in and trade those securities. Many of ASX’s services are provided through intermediaries including stockbrokers, Australian banks and Australian-based international banks. Clients of these intermediaries include retail and corporate investors, asset managers, custodians and other financial market participants.
· While ASX’s operations are primarily based in Australia, the Group services both domestic and international customers, and some of its services are accessible from offshore. 
· Revenue is earned by ASX at various stages of the value chain as discussed below.
· Primary markets capital formation – Listings and Issuer Services
· ASX, through its listing rules and infrastructure, provides a facility for companies to list, raise capital and have their securities publicly traded. 
· The Group provides a range of services to issuers of capital, including the generation of security holding statements and other shareholder and sub-register services. Along with the shares of companies, ASX lists debt securities (including government debt securities) and exchange-traded products.
· The Group earns revenue from listed entities for initial listing, annual listing, secondary capital raisings, and for issuer services. The main drivers of revenue in this category include the:
· number of listed entities and their market value
· number and value of initial public offerings (IPOs)
· level of corporate actions, such as secondary capital raisings
· level of retail trading activity and the resulting number of holding statements.
· ASX faces competition for listings from other exchanges both domestically and internationally. There are also other non-public means of raising capital, such as private equity funds and venture capital, which compete with the ASX primary market.
· Derivatives and OTC Markets 
· ASX offers exchange-traded derivatives, including the trading and clearing of futures and options on futures on interest rate, equity index, agricultural and energy contracts, as well as exchange-traded options over individual securities. The number of contracts traded is the primary revenue driver. ASX provides central counterparty clearing (CCP) of these exchange-traded derivatives as well as clearing of over-the-counter (OTC) derivatives through a licensed clearing subsidiary, ASX Clear (Futures). This entity provides risk management services supported by clearing participant collateral and funds provided by both ASX and participants, which are available in the event participants fail to meet their obligations. Competition comes from offshore exchanges and OTC products. Clearing of futures and options occurs exclusively in Australia by ASX, while clearing of OTC derivatives may be undertaken by certain foreign- domiciled clearing entities.
· Austraclear
· Austraclear provides settlement, depository and registry services for debt securities and cash transactions. ASX’s model for debt securities settles transactions on a trade-by-trade basis, which provides for certainty of settlement. The number of transactions is the main revenue driver.
· Depository services are provided through the Austraclear Central Securities Depository (CSD). These securities consist of fixed income securities, including government bonds. Settlement of transactions on these securities occurs through real-time gross settlement (RTGS). The value of securities held is the main revenue driver.
· Registry services are provided whereby Austraclear facilitates security registration and the subsequent cash transfers associated with the terms of the individual securities. The main drivers of registry revenue are the number and value of securities held in the registry.
· The ASX Collateral Service allows customers of ASX to utilise collateral held in Austraclear to meet obligations to other customers or to ASX’s clearing subsidiaries.
· Secondary markets – Trading Services
· Trading Services comprises the trading of securities in the cash market as well as the information and technical services offered by ASX.
· Cash market comprises the trading of cash market securities and includes equity (shares), warrants, exchange-traded funds and listed debt securities. The value of turnover transacted on the ASX market is the primary revenue driver. There is competition in trading from another equity market operator and off-market trading facilities, which are often referred to as ‘broker dark pools’.
· ASX provides information and technical services to its clients to support their secondary market activities. Information services include the provision of real-time market data for the cash and derivative markets, company news, and index and other reference data. The main revenue driver is the number of end-users accessing real-time market data and customer enterprise agreements for the provision of data.
· Technical services consists of four main categories of services to facilitate market connectivity and access to ASX and third-party services by customers. These are:
· liquidity access via ASX platforms
· community and connectivity services including a secure low latency communication network via ASX Net
· application services including terminals to access ASX platforms
· hosting of customer infrastructure within the ASX Australian Liquidity Centre (ALC).
· Revenue drivers for each category consist of the volume of services used by customers, such as the number of connections to ASX markets or the number of cabinets hosted in the ALC.
· Equity Post-Trade Services
· ASX’s clearing and settlement infrastructure provides risk management services to financial market participants and investors. ASX’s post-trade operations are backed by significant Australian-based capital and collateral, and are overseen by Australia’s regulators. Clearing and settlement of cash markets is undertaken by ASX for the entire Australian marketplace.
· Cash market clearing
· ASX provides CCP services to the cash market through a licensed subsidiary, ASX Clear. As a CCP, the clearing subsidiary becomes the central counterparty to every trade and assumes the credit risk of each ASX clearing participant. The CCP supports these risk management activities with collateral lodged by clearing participants and significant ASX capital available in the event of participant failure to meet their obligations. In certain circumstances, ASX may also call further funds from participants. The main revenue driver is the value of equity securities centrally cleared.
· Cash market settlement
· ASX’s settlement services help reduce counterparty and systemic risk, and provide transaction efficiency and certainty for end-investors. Settlement occurs on a delivery-versus-payment (DvP) basis and involves the exchange of cash for physical delivery of securities.
· Cash market settlement is conducted through the Clearing House Electronic Sub-register System (CHESS). This system registers the title (ownership) of shares. ASX’s model for cash market settlement maximises efficiency through the netting of settlement obligations in each individual security and the netting of all payment obligations, while minimising the risk of settlement failure. The main driver of settlement revenue is the number of settlement messages.
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· We upgraded the trading platform for our largest business, raised the profile of ASX’s listings and clearing franchise internationally, and marked the 30th anniversary of ASX’s formation, when Australia’s six state-based stock exchanges merged to establish one national market. 
· The benefits of the 1987 amalgamation still resonate, with ASX’s global scale, connectivity and reputation attracting increasing numbers of companies, traders and investors from home and abroad. It paved the way for ASX’s demutualisation and listing in 1998, and the merger with the Sydney Futures Exchange in 2006, which brought equities and futures together to create one of the world’s first multi-asset class, integrated exchange groups. The innovation we demonstrated three decades ago continues today as we seek better ways to service our customers and strengthen the resilience and competitiveness of Australia’s financial markets.
· ASX continued its solid financial performance in financial year 2017 (FY17), with revenue growth in most major areas of the business. The exception was the Listings and Issuer Services business, which was flat compared to FY16 and characterised by less capital raised but a greater number of new listings, the most in six years. ASX’s performance was driven by pockets of volatility in futures and equity markets, and strong progress on key initiatives such as Centre Point and OTC Clearing.
· ASX continues to invest in the infrastructure that positions Australia’s financial markets for the future. Expenses rose 6.0% to $180.9 million and capital expenditure was $50.3 million, both in line with market guidance. The spending relates to continued infrastructure upgrades as well as ASX initiatives such as the new futures trading system, development of the Bank Bill Swap (BBSW) platform and progress with distributed ledger technology (DLT) as a potential solution to replace CHESS
· ASX has been exploring DLT (commonly known as blockchain) as a possible replacement for CHESS. DLT has the potential to create a ‘single source of truth’ for all transactions that cannot be altered and which can be distributed to those who are permissioned to access it. We are developing an enterprise-grade DLT system with our partner Digital Asset Holdings. This will enable us to determine its suitability as a replacement for CHESS. We are on track to make an assessment on its suitability towards the end of this calendar year. ASX believes there is a real opportunity to simplify how our marketplace works and unlock a new era of efficiency and innovation. By working with our customers, we can develop the solution that best positions Australia’s market for the future.
· ASX clearing and settlement subsidiaries
· ASX has four subsidiary companies that hold CS licences to operate clearing and settlement facilities, and two intermediate holding companies. The CS boards focus on risk management and oversight of the operations of the CS subsidiaries.
· The responsibilities of these boards include the management of clearing and settlement risk, and compliance with the Financial Stability Standards determined by the Reserve Bank of Australia (RBA).
· The CS boards’ charter sets out further details regarding their functions and governance.
· ASX Clear and ASX Settlement are the sole providers of clearing and settlement arrangements for Australia’s cash equities market. The boards of ASX Clear and ASX Settlement are comprised of six directors. Each has three directors who do not sit on the ASX Limited Board. These three directors can form a quorum and do meet separately, constituted as the board of ASX Clear and ASX Settlement, to determine matters that require consideration of commercially sensitive information if another market operator or listing venue is obtaining services from, or access to, ASX’s CS facilities. These boards also oversee Management’s handling of commercially sensitive information, provision of services or access relating to other market operators and listing venues. ASX Limited directors do not attend or receive copies of papers or minutes for such meetings. Management attendance is limited to employees given permission by the relevant market operator or listing venue.
· Derivatives and OTC Markets
· In March 2017, ASX successfully implemented a new futures trading system, replacing the platform that had been in place, with periodic updates, since the late 1990s.
· The new system is contemporary and uses global standard protocols. It provides customers with richer functionality, improved performance and reduced development and maintenance costs. It also offers a new way of working with our customers, with functionality allowing ASX to diagnose and discuss issues proactively with customers. The smooth go-live was helped by the extensive development and industry-wide testing program undertaken by ASX in close collaboration with customers. 
· Remuneration philosophy
· ASX’s remuneration rewards behaviours and results that contribute toward the delivery of the ASX strategy. The framework is based on the following key principles:
· link rewards to the achievement of the strategy and the creation of shareholder value
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· Annual listing revenue – up 5.5% to $79.3 million. There were 2,239 entities listed on ASX at 30 June 2017 (30 June 2016: 2,204). Increases in market capitalisation combined with fee changes were the main drivers supporting the increase in revenue.
· ••Initial listing revenue – down 13.8% to $16.0 million. While there were 152 IPOs compared to 124 in the prior year, IPO capital raised was $14.7 billion, down from $23.6 billion. In FY17, listings were from a range of industry sectors, with 23 initial listings from the technology sector and 30 foreign initial listings.
· ••Secondary capital raisings revenue – up 3.1% to $46.5 million. An increase in the number of secondary capital raisings combined with fee changes were the main drivers supporting the increase in revenue. The total level of secondary capital raised was 24.9% lower than the pcp, reflecting smaller capital raisings due to the absence of the large bank capital raisings that occurred in the pcp.
· ••Issuer services revenue – down 2.0% to $42.4 million. The decrease in revenue resulted primarily from a decline in the number of CHESS holding statements, which were down 2.8%.
· Derivatives and OTC Markets – $269.1 million, up 1.2%
· The revenue increase resulted from: 
· Futures and OTC – up 1.6% to $197.4 million. The growth in revenue was due to a 4.1% increase in volumes, partly offset by higher rebates. The value cleared through the OTC Clearing service increased significantly to $5.2 trillion compared to $2.7 trillion in the pcp.
· Equity options – down 6.4% to $21.7 million. While the total volume of contracts traded was up 2.2%, the decrease in revenue was due to a change in the mix of products and users. Single stock option volumes were up 5.2% while index option volumes were down 18.6%. 
· •Austraclear – up 3.4% to $50.0 million. The increase in revenue was primarily due to higher average balances in the depository and increased transactions. The ASX Collateral service also grew with the value of assets increasing 237% to $16.2 billion at 30 June 2017 compared to $4.8 billion in the pcp.
· Trading Services – $196.0 million, up 7.2%
· The following table depicts the growth in ASX on-market value traded over the past five years.
· Cash Market Trading – up 13.8% to $46.3 million 
· The increase in revenue resulted from: 
· Higher on-market trading of $4.3 billion per day, up 2.3%. ASX’s share of on-market trading averaged 87.5% in FY17, compared to 88.7% in FY16.
· Increased trading through Centre Point and the auction service, both of which attract higher fees. In FY17, Centre Point value traded was $107.0 billion, representing 9.9% of ASX on-market value traded. Trading through the auction service represented 22.0% of on-market value traded. Together these accounted for 49.5% of ASX trading revenue.
· The participant trading rebate scheme was discontinued from 1 July 2016; $2.2 million was rebated in the pcp.
· Information Services – up 3.0% to $82.5 million 
· The increase in revenue resulted from:
· Revenue from the BBSW interest rate benchmark which ASX commenced providing in January 2017. 
· Fee changes to certain data services.
· Technical Services – up 8.4% to $67.2 million 
· The increase in revenue resulted from:
· Liquidity access – up 5.8% to $33.1 million. Over the year, the total number of ALC service connections increased from 819 to 871.
· Community and connectivity – up 13.3% to $19.6 million, attributed to the growth in users of ASX technical services provided at the ALC and through its data networks.
· Application services – down 7.5% to $4.9 million. The revenue was impacted by a lower number of installation charges in the ALC. 
· Hosting – up 18.4% to $9.6 million. In FY17, the number of customer cabinets hosted in the ALC increased from 231 to 285 at 30 June 2017.
· Equity Post-Trade Services – $104.4 million, up 2.3%Cash market clearing – down 1.6% to $53.3 million The decrease in revenue resulted from:
· The daily average on-market value cleared increased 4.0% to $4.6 billion reflecting the increase in trading across all venues in Australia. 
· ASX reducing clearing fees by 10% from 1 July 2016. 
· No clearing revenue sharing rebate paid, compared to $3.2 million in the pcp.
· Cash market settlement – up 6.8% to $51.1 million The increase in revenue resulted from:
· Increased trading activity levels led to a 2.9% increase in the dominant settlement messages compared to FY16.
· The settlement revenue sharing rebate was $1.1 million compared to $2.1 million in the pcp.
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Things of Note
· ASX is privileged to operate in an environment underpinned by Australia’s strong macro-economic drivers. These include one of the world’s largest savings pools, highly regarded regulatory framework and more than 25 years of uninterrupted economic growth. Alongside this, Australia continues to have one of the world’s highest rates of share ownership, with the latest ASX Australian Investor Study (published in May 2017) showing that 37% of Australian adults, or 6.9 million people, hold investments that are available through a financial exchange.
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· ASX has developed a ‘sweet spot’ for listing companies in the $50-500 million market capitalisation range. The depth of our market’s liquidity, our contemporary rules and guidance, and the quality of our corporate governance standards are among ASX's advantages. The new admission criteria that ASX introduced in December 2016 have lifted the bar for entry to the ASX market, while maintaining a pathway for companies to list and access capital across their lifecycle. 
· The expansion of ASX’s listings franchise in FY17 included growth in exchange-traded products (ETPs) such as ETFs – especially those offering international exposure, which now represent 42% of total ETP funds under management. ETPs have grown over the last five years from 84 products valued at $5.2 billion to more than 213 products valued at over $29.5 billion today.
· In FY17, ASX received regulatory approval to expand the range of investment products retail clients can apply for and redeem through the mFund Settlement Service. The mFund service provides faster and more convenient access to unlisted managed funds. The ability to offer a wider range of funds makes the service more attractive to brokers, advisers and their clients, including those in the growing SMSF sector. The level of funds under management within mFund doubled over the course of the year to more than $370 million.
· ASX also expanded the operating hours of our OTC Clearing business to clear interest rate swaps 24 hours a day. Value cleared in this service was up 88% in FY17 with a record $1,542 billion notional value cleared in the June quarter. We expect this to grow further when we roll out the service to clients of dealers (in addition to the existing dealer-to-dealer service) towards the end of 2017.
· Over the past five years, activity on ASX from offshore futures investors and traders has grown steadily. Global access to ASX markets has expanded in recent years via connections to financial hubs in Chicago, London, Singapore and Hong Kong. ASX’s overnight futures trading session, open from 5pm to 7am AEST, now accounts for 31% of all futures trading activity, up from 22% in FY12.
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· Director shareholding policy and remuneration
· Board policy is that non-executive directors should accumulate at least 5,000 ASX shares (12,000 for the Chairman) within three years of their appointment. All directors with a tenure of more than three years meet this guideline. Directors with less than three years tenure are progressing towards achieving this guideline.
· Trading by ASX Group directors and employees
· ASX’s Group Dealing Rules restrict dealing in securities by ASX directors and employees. These were reviewed in FY17. Derivatives and hedging arrangements for unvested ASX securities, or vested ASX securities subject to holding locks, are prohibited.
· Payments to political parties
· ASX actively engages with government and political decision-makers about its role, the investments it is making to build world-class infrastructure, and the dynamic and globally competitive market environment in which it operates.
· ASX has a responsibility to Australia’s financial markets and its shareholders, customers and staff to articulate the opportunities and challenges facing its business, communicate its position on relevant public policy issues, and contribute to well-informed decision-making by government.
· During FY17, ASX paid $100,000 in membership fees to each of the Liberal Party Australian Business Network and the Federal Labor Business Forum. ASX’s membership of these business networks provides an opportunity to engage with a wide cross-section of policy and business decision-makers. No other payments to political parties were made during FY17.
· Environment, social and governance
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· Fixed remuneration
· Fixed remuneration comprises cash salary, superannuation and other salary sacrificed benefits.
· Fixed remuneration is reviewed on an annual basis against comparable market data. ASX market positioning is the median to upper quartile, depending on individual performance. Increases are not automatic and are subject to a minimum level of individual performance.
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· The purpose of the LTI plan is to recognise performance and behaviours that deliver substantial long-term shareholder value.
· Only the CEO and the Deputy CEO participate in ASX’s LTI plan. ASX will submit Mr Stevens' FY18 LTI grant for shareholder approval at the 2017 AGM.
· The LTI is a grant of performance rights over ASX ordinary shares, which will vest if ASX achieves performance hurdles determined by the Board.
· ASX’s LTI has a four-year performance period. The number of performance rights allocated is based on the volume weighted average price of ASX shares (face value) on the 10 business days preceding the grant date. No dividends are paid on the performance rights. There is no retesting. Half of the performance rights have an EPS and half have a TSR performance condition.
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· The Clawback Policy permits the Board to clawback some or all of an executive’s proposed performance-based remuneration if the Board considers that such remuneration would be an ‘inappropriate benefit’. This includes any STI or LTI award and other performance-based component of remuneration that has not yet been paid or vested without restrictions to an executive. The Board has absolute discretion to determine what constitutes an ‘inappropriate benefit’ and how to apply the clawback, subject to compliance with the law and the conditions set out in the policy. This discretion can be applied at any time.
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· Capital expenditure
· The Group invested $50.3 million in capital expenditure during the year, compared to $50.2 million in FY16. Expenditure included the development of a number of key projects, such as distributed ledger technology for the potential CHESS replacement as well as implementation of a new futures trading platform.
· [image: ]
· Investments – up $73.0 million or 17.2%
· Investments reflect ASX’s 18.8% shareholding in IRESS Limited, a listed entity providing financial market and wealth management technology solutions; a 49% shareholding in Yieldbroker Pty Limited, an unlisted entity operating licensed electronic markets for trading Australian and New Zealand debt securities; and an 8.5% shareholding in Digital Asset Holdings LLC (DAH), an unlisted US domiciled technology entity. The growth reflects ASX's purchase of additional IRESS shares and the increase in their share price.
· Amounts owing to participants – up $1,996.5 million or 32.8%
· As part of its clearing operations, the Group holds a significant amount of collateral lodged by participants to cover cash market and derivatives exposures cleared through its licensed CCPs. The growth primarily resulted from an increase in open positions held in interest rate and equity index futures as well as equity margins and OTC derivative positions.
· The increase in participant balances results in a corresponding increase in cash and available-for-sale financial assets, as the balances are invested by ASX. 
· Other assets and other liabilities
· The increase in other assets and other liabilities is predominantly due to participants' margins receivable the next day. These are recognised as a receivable and payable on the balance sheet.
· Trading Services
· ASX performed well in a competitive equity trading market with a market share of 87.5% of on-market traded value during the year.
· Changes to regulation and market structure
· ASX operates in highly regulated markets. Changes to the market structure in which it operates, and the regulations under which it and its customers operate can impact ASX's businesses.
· ASX is currently the only licensed clearing and settlement facility for cash equities in Australia, although potential competition in clearing could occur should an alternative clearing facility be licensed in Australia. Any such competition would be expected to meet the high standards set by regulators under the Financial Stability Standards to which ASX already adheres.
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· Reverse repurchase agreements are recognised within cash and funds on deposit at the amount of the cash consideration paid. The securities purchased under the agreement are not recognised on the balance sheet as substantially all the risks and rewards of ownership are retained by the counterparty to the agreement.
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· (c) Contractual commitments and contingencies
· ASX has an agreement with ASX Clear for a $150.0 million (2016: $150.0 million) standby liquidity loan facility that may be used in limited and specific circumstances following the default of clearing participants.
· ASX has an agreement with CHESS Depositary Nominees Pty Limited (CDN) which provides $10.0 million (2016: $10.0 million) in funds to support CDN’s licence obligations if required. No payments were made under either facility in the current or prior financial year.
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Risks 
· Director fees
· The maximum aggregate amount that may be paid to all ASX non-executive directors in their capacity as members of the ASX Board and its committees, and as directors of subsidiary boards, is $2.8 million per annum. This was approved by shareholders at the 2012 AGM. The amount paid in FY17 was $2.4 million.
· ASX reviewed its non-executive director fee structure in August 2017 and made changes that will take effect in October 2017. These were determined having regard to changed responsibilities of directors across ASX's governance forums.
· At the 2017 AGM, ASX will seek shareholder approval to increase the maximum aggregate amount payable to directors from $2.8 million to $3.0 million. The proposed new maximum reflects the new fee structure and takes into account changes in the number and responsibilities of ASX's non-executive directors, while maintaining a fee buffer to provide flexibility. Additional information on this item of business at the AGM is included in the Notice of Meeting.
· The Board reviews its fees regularly in line with ASX’s objectives for non-executive remuneration.
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Listings and Issuer Services

In FY17, we had success attracting foreign and technology companies
to list on ASX. This has positive flow-on effects throughout the finan-
cial community and gives local investors exposure to international
opportunities. ASX welcomed 39 offshore companies from countries
such as Israel, New Zealand, Singapore and the US, bringing the total
number of ASX foreign listings to 266. This number has doubled in the
last four years. Technology listings rose by 40, with the sector now
the third largest on ASX with over 200 listings in total.
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Scheduled Board meetings _Audit and Risk Committee _Nomination Committee _ Remuneration Committee
Director name Held Attended Held Attended Held Attended Held Attended
Rick Holliday-Smith (Chairman)' B B 3 3 7 7 5 5
Dominic Stevens 8 8 - - - - - -
Yasmin Allen 8 8 4 4 - - . B
Melinda Conrad® 7 7 - - - - - B
Ken Henry 8 8 4 4 - R R B
Peter Marriott® 8 8 4 4 - - 2 2
Robert Priestley* 2 2 - - - - - .
Heather Ridout 8 8 - - 7 7 6 6
Damian Roche B 8 - B - - - B
Peter Warne 8 7 4 4 7 7 6 6

* Rick Holliday-Smith was reappointed to the Audit and Risk Committee and Remuneration Committee on 17 August 2016.

#Melinda Conrad was appointed a director of ASX Limited on 1August 2016.

* Peter Marriott retired from the Remuneration Committee on 17 August 2016.

“Robert Priestley was appointed a director of ASX Limited on 17 May 2017.
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Environmental impact

Greenhouse gas (GHG) emissions Unit 2014 2015 2016 2017
Scope 1 - diesel and gas tCo2-e' 100! 29 1 48
Scope 2 - electricity tCoz-e 12,250 13,01 14,435 14,262
GHG emissions by activity Unit 2014 2015 2016 2017
Scope 1 - diesel and gas combustion tCo2-e 100! 29 14 48
Scope 2 - electricity (data centre hosting) tCoz-e 7963 8457 10105 9983

- electricity (remainder ASX's business) 4,288 4554 4332 4219
Scope 3 - travel (business travel and commuting) tCo2-e 956 986 1021 613

- paper usage (office)? tC02-e 23 16 0 0

- paper usage (CHESS statements and notifications)’ tCoz-e 129 146 0 0
Paper usage Unit 2014 2015 2016 2017
Office use tonnes 1158 801 735 682
CHESS statements and notifications tonnes 64 7 75 7

*Tonnes of carbon dioxide equivalent.

2 GHG emissions reported inclusive of carbon offset. ASX commenced using 100% carbon neutral paper in 2015,
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In FY17. the financial and non-financial objectives were largely on target. however the group incentive pool applied to KMP was 90% of
target. This tookinto consideration the below target system availability following the trading platform outage in September 2016.

Board
Financialobjectives - 50% Performance assessment
Revenue growth Revenue increased 2.4%
Net profit ater tax (NPAT) NPAT up 15%
Earnings per share (EPS) EP5up19% et
Dividends per share (OPS) Fullyear dividend per share 2018 cents. ully franked. up 19%. Payout ratio 90%
Board
Non-financialobjectives - 50% Performance assessment
Customers and growth ‘Continued engagement with customers to deive tangible benefits
Buid trong parnerships with cients = significant growth in OTC claring value. with all eight foundation banks now utiising
and a customer-focused culture: the service: OTC Service enhancements implemented during the year
« strong growth in Centre Point. up 36% ASK's equities trading market share was
875% marginally lower than the prior year Attarget
« success of weekly exchange-tradied options
« continued growth in ASK Colateral service
« customer engagement continues to improve with structure in place since FY16,
Technical and operational performance _Good progress on technology initiatives: operational performance benchmarks not met
Deliver world-class trading and « criicl system availabilty cid not meet the 9995% and 99.80% targets. One'severity T System availabilty
post-trade infrastructure to issue (equites trading latform outage in September 2016) and one severity 2" issue below target
Australi’s financial marets « successful mplementation of futures trading platform in March 2017 Technical service
+ progress on development of distributed edger technology to potentially repiace: preer)
CHESS
Regulatory complance and risk. Continued to meet the highest standards
‘management positive reguiatory assessments with no major issues raised
Maintain ASX's position as one of the + Financial Stabity Standards compliance in place and new recovery rules
highest quality and best regulated implemented Actarger
exchange groups. « successful transition of investment portfolio to meet new regulatory requirements
« updatedisting rules effectivefrom December 2016
+ upgraded risk management function
People and culture Continued to make positive progress on people and culture
Buid a strong performance culture  » alignment and engagement is measured through the ASK saff survey.
with a highly engaged team « new performance management system that enables monthly development conversa-
tions has been implemented Attarget
« progress against civersity targes of 40% Targets achieved at overall organisational.
Management Executive and Manager/ Team Leader levels
- workplace health and safety ~ lost-time injury frequency rate less than 01
Stakeholder engagement Significant stakeholder consultation program underway

Be recognised as a positive contributor
to Australias economic future.

~ engagement with customers and regulators to further refine our operational
processes and market communication protocols

« Significant consultation undertaken on equity post trade service with market Actarget
participants and regulators

« increased engagement through the cash equities clearing and settlement Code:
of Practice and expanded Business Committee engagement
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Grant year FY17 FYis FYis
28 September 30 September 23 September
Grant date 2016 2015 2014
Participation” 2 1 1
Performance S0%EPS 50% EPS 70%EPS
measure 50% TSR 50% TSR 30% TSR
e S S
commences at growth growth growth
TSRvesting Sist percentile  Sist percentile  Sist percentile
commences at
Vesting period 4years 4years 3years
29 September  10ctober 24 September
Vesting date 2020 2019 2017
Dividends paid No No No
Retesting No No No

“The grants for FY16 and FY15 exclude former CEO Elmer Funke Kupper who

resigned 21 March 2016,
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Grant year FY17__ FY6__ FY15
Share price at grant date $4778  $37.88  $36.45
Volatility (pa) 7% 6% 14%
Discount rate (risk free rate) (pa) 170%  194%  287%
Dividend yield (pa) 460%  475%  5.00%
Fairvalue of performance rights

(EPS awards) $3975  $3132 $3137
Fair value of performance rights

(TSR awards) $1962  $1536  $17.94
Weighted averageAASB2 share-based ¢ o0 e3334 62734

payment fair value
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Former
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E Funke Kupper
ing Director and CEO 2016 1253097 525000 - 865346 1500000 - a2 (U7 - - 3543452 398%
coased 31 March 2016
LA Greens
Group Exeative 2016 et 70000 6838 150000 S mes - - - swae Box
commenced August 2015)
KA Lewis
s meomer 26 G082 WSO w0 mNs - - - e mm
TThurmant
Chief nformation Officer 2016 558981 160000 217t - 0 - w308 - - - s;m0 0%
(ceased in 24 March 2017)
Total 2017 5363212 1601530 35396 825000 350000 167322 124837 (41520) 599927 938 9026642 278%
2016 5919432 1847000 47036 1515346 2462500 4189 168866 (504136) - 927 M498867 331%
etects onecoft payments.

Reflects long serviceleave entitlements paid on termination o accrued where 10 years o service has been reached.

> Reflects post-employment benefis.

“Reflects annual share-based payments expense for performance fghts issued under the LT plan, shares issied under the defarred STI equity plan and shares
purchased under the employee Share scherme. The expense i caculated Using the air vaue of performance rights or Shares at grant date, ess any write-back
or peformancrights lapsad as 2 Fesut of non market urdles ot atained. All hare-based payments are equity-satted.

=Reflects the prcentage f tofal remuneration that is prformance-reated (short:term and long term cash setted STl and shared-based payments relatng to
the LTI and STi pans).

“Reflects ramuneratio i relation to Mr Stevens'positon as CEO from 1 AUgust 2016, Remunaration relating to hisnon-executive irectorship s diclosed inthe

T S
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* Fixed remuneration comprises safry. superannuation, non-monetary benefits and share-based payments that have been salary sacrfced.

#The portion of STl awarded for the irancialyear in cash. The remaining porton of STI i respect o FY17 but deferrd for two and four years, is shown in the
Group Executive KMP STI alocatons for FY17 table on page 25.

This reates to the payment ofthe cash based STI awarded in July 2015 (2016: uy 2014) and deferred for twoyears.

«This reates to the vesting of the September 2013 share-based LTI offer It has been caculated using th tofal urmber of shares vested and the ASK-quoted share:
price at vesting date. No ceferred share-based awards vested in FY16.

= The STl and deferred award payments shown as being received i the financal year were made shortly after the concusion o thefinancalyear.

“Reflecs remuneration n relation to Mr Stevens position s CEO from 1 August 2016 Remuneration rlaing t his nor- execLtive directorship i disclosed n the
o execLte dirctor oes table on page 26.

7 Mr Hogbenwas promated to Chief Operating Offce from 2 January 2017 Piortothis date he was the Group Executive Operations.

*Followinga restructure during theyea, these Exeeutives ceased to be dassfied as KMP.
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KMP holdings of ordinary shares
Received onvesting of
Heldat  rights over deferred Allocated under Held at
1July 2016 deferred ST plan 30 June 2017
Current
D J Stevens
(commenced 1August 2016) 1.500 1500
R Aziz 28,545 32,052
A J Harkness 4,577 10,598
P D Hiom 30,295 42,405
TJ Hogben - 4m
H J Treleaven
(commenced 1 March 2017) N/A -
Former
A Bardwell 4930 A

(ceased 10 February 2017)
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Equity holdings of non-executive directors
No performance rights have been granted to ASX non-executive directors.

The table below summarises the movements in holdings of ordinary shares in ASX held directly, indirectly or beneficially by each ASX
non-executive director and their personally related entities.

Held at Other Held at Holding at
1July 2016 changes  30June2017 17 August2017

Current
R Holliday-Smith 12,000 - 12,000 12,000
YAAllen 5000 - 5000 5000
gpﬁ]sﬁ"{:"‘ August 2016) N/A 2,000 2,000 2,000
KR Henry 5000 - 5000 5000
PR Marriott 5316 - - 5316
Z;Eppnrul:tsel:i% May 2017) WA - B B
HMRidout 5000 - 5000 5000
D Roche 10,000 - 10,000 10,000
PHWarne 6,000 - 6,000 6,000

Further details of the Board director shareholding policy for non-executive directors is set out on page 9 of this report.
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A summary balance sheet is presented below.

30June  30June
2017 2016 Variance
%
Assets
for e nanca st o
Intangibles (excluding software) 23266 23176 04
Investments 4978 4248 172
Other assets 13017 6364 1045
Total assets 132117 104516 264
Liabilities
Amounts owing to participants 80847 60882 328
Other liabilities 12189 5393 126.0
Total liabilities 93036 66275 404
Equity
Capital 30272 30272 -
Retained earnings 6222 5769 79
Reserves 2587 2200 176
Total equity 39081 38241 22
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201 2016
For the year ended 30 June Note sm sm
Revenue
Listings and Issuer Services 948 923
Derivatives and OTC Markets 2694 2662
Trading Services 071 838
Equity Post Trade Services 044 1020
Interest income 1505 1463
Dividend income B9 81
‘Share of et profit of equity accounted investments <) o1 09
Other 19 7
5321 5083
Expenses
Start (05 [(GE)
Occupancy (145) (14)
Equipment (293) (28.2)
‘Administration 00) (295)
Finance costs (852) (863)
Depreciation and amortisation 02.03 (460) (@27)
(3157) (3022)
Profit before income tax expense 164 5061
income tax expense s (1823) (1799)
"Net proft for the period attributable to owners o the Company Fe) 2262
Other comprenensive income
Ttems that may be reclassified to profit orfoss"
Change n the fair value of available-for-sale financil assets ©5) ©5)
Change in the fair value of available-for-sale investments 395 58
Change in the fair value of cash flow hedges ©a) (10)
‘Other comprehensive income for the period, net of tax 387 a3
Total comprehensive Income for the period attributable to owners of the Company. w728 2405
Earnings per share
Basic earnings per share (cents per share) s 2245 204
Diluted earnings per share cents per share) As 2245 204

503 milion 206: $0:3 milion) was recassifed from equiy to profit or o folowing the sal of avalable-or-sal inancial asets prior to their maturiy.

Foreign currency transactions are transiated into AUD, being the currency of the primary economic environment in which the entity operates (the
functional currency). using the exchange rates prevaiing at the dates of the transactions. Foreigh exchange gains and losses resulting from the
Settiement of such transzctions, and from the transiation at period end exchange rates of monetary assets and iabilties denominated n foreign
currencies, are recognised in profit or loss, except where they are deferred in equity as qualifying cash flow hedges (refer to note B3) and availa-
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The Group’s largest single counterparty exposure at the end of the reporting period was $1,886.2 million (2016: $1,007.1 million) to an
Australian licensed bank with an S&P short-term credit rating of A1+. The majority of this exposure was secured against Commonwealth
Government securities. The risk ratings of the counterparties that the Group has exposure to at the end of the period are shown in the
following table.

2017 2016

A+ Al A2 Total A+ Al Total
As at 30 June $m $m $m $m $m $m sm
Cash at call 3233 180.9 01 5043 15476 1639 17115
Reverse repurchase agreements' 37704 - 11881 49585 10699 - 10699
Deposits 250 196.0 - 2210 250 4700 4950
Total cash and funds on deposit ansz7 3769 11882 56838 26425 6339 32764
Negotiable certificates of deposit 1724 193.0 - 3654 6241 5554 11795
Promissory notes 19262 - - 19262 11231 - 14231
Treasury notes - - - - 14.8 - 1148
Floating rate notes 2658 20 - 2678 7971 2158 10129
Bonds 8424 - - 8424 3661 - 3661
Total available-for-sale financial assets 32068 195.0 - 34018 30252 M2 3794

* Reverse repurchase agreements are collateralised by Commonwealth or Australian state government securities
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Upto  >Imonth >3 months No specific

imonth to3months  to1year >lyear  maturity Total
As at 30 June 2017 $m $m S$m $m $m $m
Financial assets
Cash and funds on deposit 26517 29710 724 - - 56951
Available-for-sale financial assets 7286 12415 144838 - - 34189
Receivables 11233 15 01 - - 11249
Available-for-sale investments - - - - 4311 4311
Total financial assets 4,503.6 42140 15213 - 4311 10,6700
Financial liabilities
Payables 1076.6 a5 26 10 10 10857
Amounts owing to participants 78847 - - - 200.0 80847
Total financial liabilities 89613 45 26 1.0 2010 9170.4
Commitments
Capital and operating commitments 03 20 184 46.5 - 672
Operating lease commitments. 08 15 58 68.0 - 761
Total commitments 17 35 242 14.5 - 1433
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(c) Key Management Personnel (KMP) remuneration

KMP compensation (including non-executive directors) provided
during the financial year is set out in the table below. Further details
are disclosed in the Remuneration Report on pages 17 to 27.

Short-term employee benefits 10,067 11,561
Post-employment benefits 279 322
Long-term benefits 517 2504
Share-based payments 560 (503)

Total 11,423 13,884
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ES5 Other disclosures
E5.1 Commitments
(a) Capital commitments

Capital commitments contracted for but not yet incurred as at
balance date are as follows:

2017 2016
$m $m
Intangible assets - software 10.0 204

(b) Operating lease commitments

Commitments for minimum lease payments of non-cancellable
leases are as follows:

Due:

Not later than one year 81 100
k?/(:; Et:ras" one year but not later than 5 T4
Later than five years 36.4 448
Total 761 86.2

The Group’s major leases are for the premises from which it operates.
These leases are all generally long-term with unexpired periods up
to 11 years, with options to extend for further periods included in
certain lease agreements. Future rentals are subject to indexation
and periodical rent reviews. The operating lease expense for the
year was $11.4 million (2016: $10.7 million).
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Substantial shareholders at 27 July 2017

The following organisations have disclosed a substantial share-
holder notice to ASX.
Number % of voting
Name of shares power
UniSuper Limited 18,777,548 970%
Schroder Investment Management 10542880 s

Australia Limited
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Largest 20 shareholders at 27 July 2017

Number % of issued

Name of shares capital
1. HSBC Custody Nominees (Australia) Limited 47,298 468 24.43
2.BNP Paribas Nominees Pty Limited 25,251,030 13.04
3.JP Morgan Nominees Australia Limited 2351939 1214
4. Citicorp Nominees Pty Limited 13422373 693
5. National Nominees Limited 692219 358
6. Bond Street Custodians Limited 2207100 114
7 a;.r;::u;r[ "F?l:gganon Investment 08,685 037
8. Milton Corporation Limited 548,965 0.28
9. AMP Life Limited an.419 023
10. Brickworks Limited 375,500 019
1. BT Portfolio Services Limited 356,422 018
12. Senior Master of the Supreme Court 333,084 017
13. Law Venture Pty Ltd 310365 016
14. Navigator Australia Limited 305,588 016
15. Avanteos Investments Limited 3026M 016
16. Gwynvill Trading Pty Limited 241559 012
17. Netwealth Investments Limited 197,844 010
18. Mr George Edward Carrington 195,000 010
19. Asgard Capital Management Ltd 190,588 010
20. Mr Michael Denis Briody 183474 0.09
Total 123,304,210 63.67





image24.png
Non-executive director tees for FY17

Details of the remuneration of the non-executive directors of ASX are set out in the following table. Remuneration includes all fees received
as directors of ASX as well as subsidiary boards and committees.

Subsidiaryboardsand  Post-employment
S Year Base fees committees superannuation Total
Current
2017 475,000 50,000 19,616 544,616
R Holliday-Smith 2016 425,000 50,000 19.308 494,308
VA Alen 2017 150,000 85,000 19,616 254,616
2016 150,000 80,208 19,308 249516
M B Conrad
{appointed 1 August 2016) 2017 138,068 - 317 151,185
2017 150,000 85,000 19,616 254,616
KR Henry 2016 150,000 85,000 19,308 254,308
bR Marriort 2017 150,000 150,000 19,616 319,616
2016 150,000 150,000 19,308 319308
R C Priestley .
(appointed 17 May 2017) 2017 19,038 1809 20,847
2017 150,000 85,000 19,616 254,616
HMRidout 2016 150,000 71667 14,481 236148
D Roche 2017 150,000 120,000 19,616 289,616
2016 150,000 73,958 18894 242852
2017 150,000 115,000 19,616 284,616
P HWarne 2016 150,000 115,000 19,308 284308
Former
J'S Segal
{coased1 September 2015) 2016 25679 19,688 4310 29,677
g;s;ﬁ";’l‘fmmuve 2017 12,636 7,160 1,881 21677
rector on 1 August 2015) 2016 150,000 85,000 19308 254308
Total 2017 1544,742 697,160 154,119 2,396,021
2016 1500,679 730,521 153533 2384733

“Thisis the portion of Mr Stevens’ remuneration relating to his position as a non-executive director. The remuneration in relation to his position as CEO from
1 August 2016 is disclosed in the statutory remuneration of Group Executive KMP table on page 23.
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Operating revenue

« Operating revenue $764.1 million, up 2.4%

617.4 6583 7007 746.3

Profit after tax

« Profit after tax $434.1 million, up 19%

)

FY13 FY14 FY15 FY16 FY17

Operating revenue as per ASX's segment reporting

FY13 FY14 FY15* FY16
*Underlying profitin FY15 $403.2 million

FY17
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Dividends per share
« Final dividend 99.8 cents per share fully franked, up 0.8%

« Total FY17 dividends 201.8 cents per share, up 1.9%
« Payout ratio 90% of underlying profit after tax maintained

FY13 FY14 FY15 FY16 FY17
[ Interim Final
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The FY17 remuneration mix for KMP for on-target performance was:

Fixed Variable (at risk)

STl LTI
'CEO and Deputy CEO 40% 40% 20%
Other KMP 60-75% 25-40% 0%

*The remuneration mix is for on-target performance (100%). The award of STl is
at the discretion of ASX and may be allocated at 0-150% of target.

**LT value based on share price at time of grant.
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Fyw FY16 Variance%

Revenue category Smilion __$million _fav/{unfay)

Listings and Issuer Services 1927 1927 -
Derivatives and OTC Markets 2691 265.8 12
Trading Services 196.0 1828 72
Equity Post-Trade Services 1044 102.0 23
Other revenue 19 30 (366)

Total operating revenue 7641 7463 24
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Variance %

Operating expenses fav/(unfav)
Staff (9.3)
Occupancy (33)
Equipment (35)
Administration 53
Variable (22)
ASIC supervision levy 29 29 -

Operating expenses 180.9 1706 (6.0)





