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NEX SEF Limited

Company Information

Profile
NEX SEF Limited (the ‘Company’) is a wholly owned indirect subsidiary of CME Group Inc. (the ‘Group’) and
is consolidated in the Group accounts. The Company is incorporated and domiciled in England and Wales and is
a private company limited by shares.

The Company offers a Swap Execution Facility (‘SEF’) following approval from the US Commodity Futures
Trading Commission (‘CFTC’) and a variation permission from the Financial Conduct Authority (‘FCA’). The
Company commenced operations as a SEF for Non- Deliverable Forwards ('NDFs') in July 2017. This was
followed later in October 2017 with the addition of a basis risk reduction service via an Introducing Broker
model.

Directors J Ward

W Knottenbelt

D Lucas

T Bitsberger

A Seaman

Registered office London Fruit and Wool Exchange
1 Duval Square
London
E1 6PW

Auditors Ernst & Young LLP

Registration number 06292563
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NEX SEF Limited

Strategic Report for the Year Ended 31 December 2021

The directors present their report for the year ended 31 December 2021.

Principal activity

The Company offers Forward Rate Agreements, Single Period Swaps, Inflation and Basis Swaps, FX Options,
as well as Non-Deliverable Forwards in Asian and Latin American currencies. The execution modalities
available are a central limit order book for NDFs and a basis risk reduction service for all products.

Business review
The directors consider that the year end financial position was satisfactory.

The Company went live on 3 July 2017. The Company is regulated by the CFTC, and is also authorised and
regulated by the FCA, allowing the Company to service customers and traders from the United States and the
United Kingdom. The Company was granted exemptive relief from the exchange registration requirement by the
Ontario Securities Commission (‘OSC’) and Autorité des marchés financiers (‘AMF’) and approved for
servicing customers in Ontario and Quebec, respectively, subject to certain conditions. Furthermore, the
Company operates the SEF as a Multilateral Trading Facility (‘MTF’) in accordance with the UK Markets in
Financial Instruments Directive (‘MiFID’). The Company was granted permission to operate as an equivalent
venue by the Monetary Authority of Singapore.

Future developments
An application has been submitted to the Hong Kong Monetary Authority (HKMA) for the Company to become
an approved money broker in Hong Kong under section 118A of the banking ordinance. The Directors
anticipate that approval will be granted during 2022.

Results
The results of the Company are set out in the profit and loss account on page 10.

The profit for the year of $5,067,711 (31 December 2020: $5,160,984) has been transferred to reserves.

The net assets of the Company are $8,909,549 (31 December 2020: $8,341,910).

Capital Management
The Company seeks to ensure that it has sufficient regulatory capital to meet regulatory requirements. The
regulatory capital level is set in accordance with the capital requirements of the FCA. The approach is to hold an
appropriate surplus over the minimum.

The Company complied with its regulatory capital requirements throughout the year.

Principal risks and uncertainties
The principal risks and uncertainties of the Company are integrated with the principal risks and uncertainties of
the Group and are not managed separately. The principal risks and uncertainties of the Group, which include
those of the Company, are discussed in the Group’s annual report for the year ended 31 December 2021, which
does not form part of this report and copies may be obtained from the Company Secretary, CME Group Inc., 20
South Wacker Drive, Chicago, Illinois, 60606.

Risks and uncertainties have been discussed in the Going Concern section of the Directors’ Report for the
Company.
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NEX SEF Limited

Strategic Report for the Year Ended 31 December 2021 (continued)

Key Performance Indicators

The directors of the Group manage the Group’s operations on a divisional basis. For this reason, the Company’s
directors believe that analysis using key performance indicators for the Company is not necessary or appropriate
for an understanding of the development, performance or position of the business of the Company. The key
performance indicators of the Group, which includes the Company, are discussed in the Group’s annual report
for the year ended 31 December 2021.

The Company's return on assets, calculated as net profit divided by net assets, is 57% (31 December 2020 :
62%).

This report has been approved by the Board on 28 March 2022 and signed on its behalf by:

.........................................
Director
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NEX SEF Limited

Directors' Report for the Year Ended 31 December 2021

The directors present their report and the audited financial statements for the year ended 31 December 2021.

Principal activities, Business review and Future Developments
The principal activities, business review and future developments of the Company are detailed in the Strategic
Report.

Going concern
The COVID-19 pandemic continued to affect the global economy in 2021 creating both economic uncertainty
and market volatility. All COVID-19 restrictions have now been relaxed. The business activities of the
Company have continued to be operational with minimal disruption to the principal activities of the Company.

The Company has no physical operations in Ukraine or Russia but as the situation in Ukraine continues to
evolve, the unpredictable nature of the conflict means there is uncertainty on the full extent and duration of the
business and economic impact. Although the business activities of the Company have not been materially
impacted, an escalation of the situation could have adverse implications for our business arising from potential
impacts on financial markets and our operations.

A sensitivity analysis was produced incorporating both possible and remote impacts to the Company for a
period of 18 months to June 2023 from the balance sheet date. This analysis indicated there was no material
impact which would change the Directors’ position of the Company being a going concern.

In addition, CME Group Inc., the ultimate parent, has confirmed its undertaking to provide financial and
operational support to the Company and assist in meeting the Company’s liabilities as and when they fall due
which is valid for 13 months from when the financial statements are authorised for issue. After reviewing the
liquidity requirements, capital requirements, plans and financing arrangements, the directors are satisfied that
the Company has adequate resources to continue to operate for the foreseeable future and confirm that the
Company is a going concern. For this reason, the Company continues to adopt the going concern basis in
preparing these financial statements.

Dividends

During the year, dividends of $4,500,000 were paid in respect of the financial year ended 31 December 2021 (31
December 2020: $16,500,000).
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NEX SEF Limited

Directors' Report for the Year Ended 31 December 2021 (continued)

Disclosure of information to the auditors

Each of the persons who is a director at the date of approval of this annual report confirms that:

• so far as the directors are aware, there is no relevant audit information of which the Company’s auditors are
unaware.
• the directors have taken all the steps they ought to have taken as directors in order to make themselves aware
of any relevant audit information and to establish that the Company’s auditors are aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the
Companies Act 2006.

Directors

The directors of the Company, who held office during the year were:

J Ward

W Knottenbelt

D Lucas

T Bitsberger

A Seaman

Directors' liabilities
During the year, the Company made qualifying third-party indemnity provisions for the benefit of its directors.
These remained in force at the date of this report.

Reappointment of auditors
The auditors Ernst & Young LLP have held office as auditor of the Company for the year and are deemed to be
reappointed under section 487(2) of the Companies Act 2006.
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NEX SEF Limited

Directors' Report for the Year Ended 31 December 2021 (continued)

Statement of Directors' Responsibilities

The directors acknowledge their responsibilities for preparing the Annual Report and the financial statements in
accordance with applicable United Kingdom law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the company’s financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law),
including Financial Reporting Standard 101 Reduced Disclosure Framework (“FRS 101”).

Under company law the directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the company and of the profit or loss of the company for that
period. In preparing these financial statements, the directors are required to:

• select suitable accounting policies in accordance with IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors and then apply them consistently;

• make judgements and accounting estimates that are reasonable and prudent;
• present information, including accounting policies, in a manner that provides relevant, reliable, comparable

and understandable information;
• provide additional disclosure when compliance with specific requirements in FRS 101 is insufficient to

enable users to understand the impact of particular transactions, other events and conditions on the
Company’s financial position and financial performance;

• state whether applicable United Kingdom Accounting Standards, including FRS 101 have been followed,
subject to any material departures disclosed and explained in the financial statements; and

• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The directors 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 position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.

Under applicable law and regulations, the directors are also responsible for preparing a strategic report and
directors’ report that comply with that law and those regulations. The directors are responsible for the
maintenance and integrity of the corporate and financial information included on the company’s website.

Approved by the Board on 28 March 2022 and signed on its behalf by:

.........................................
Director
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NEX SEF Limited

Independent Auditor's Report to the Members of NEX SEF Limited

Opinion

We have audited the financial statements of NEX SEF Limited for the year ended 31 December 2021 which
comprise the Profit and Loss Account, the Balance Sheet, the Statement of changes in equity and the related
notes 1 to 14 , including a summary of significant accounting policies. The financial reporting framework that
has been applied in their preparation is applicable law and United Kingdom Accounting Standards FRS 101
“Reduced Disclosure Framework (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:
• give a true and fair view of the company's affairs as at 31 December 2021 and of its profit for the year then

ended;
• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;

and
• have been prepared in accordance with the requirements of the Companies Act 2006

.
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s responsibilities
for the audit of the financial statements section of our report. We are independent of the company in accordance
with the ethical requirements that are relevant to our audit of the financial statements in the UK, including the
FRC’s Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these
requirements.

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

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the company’s ability to continue as a
going concern for a period of 13 months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report. However, because not all future events or conditions can be predicted, this
statement is not a guarantee as to the company’s ability to continue as a going concern.

Other information
The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information contained
within the annual report.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in this report, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the course of the audit or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether this gives rise to a material misstatement in the financial
statements themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of the other information, we are required to report that fact.

We have nothing to report in this regard.
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NEX SEF Limited

Independent Auditor's Report to the Members of NEX SEF Limited (continued)

Opinion on other matter prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:
• the information given in the strategic report and the directors’ report for the financial year for which the

financial statements are prepared is consistent with the financial statements; and
• the strategic report and directors’ report have been prepared in accordance with applicable legal

requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified material misstatements in the strategic report or directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:
• adequate accounting records have not been kept or returns adequate for our audit have not been received

from branches not visited by us; or
• the financial statements are not in agreement with the accounting records and returns; or
• certain disclosures of directors’ remuneration specified by law are not made; or
• we have not received all the information and explanations we require for our audit.

Responsibilities of directors
As explained more fully in the directors’ responsibilities statement set out on page 6, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view, and for such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations, or
have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

Explanation as to what extent the audit was considered capable of detecting irregularities, including
fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect irregularities, including fraud. The risk of not detecting
a material misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud
may involve deliberate concealment by, for example, forgery or intentional misrepresentations, or through
collusion. The extent to which our procedures are capable of detecting irregularities, including fraud is detailed
below. However, the primary responsibility for the prevention and detection of fraud rests with both those
charged with governance of the entity and management.

• We obtained an understanding of the legal and regulatory frameworks that are applicable to the company and
determined that the most significant are those that relate to the reporting framework (FRS 101 and the
Companies Act 2006) and the relevant direct and indirect tax compliance regulation in the United Kingdom.
In addition, the Company has to comply with laws and regulations relating to its domestic and overseas
operations, including health and safety, employees, data protection and anti-bribery and corruption.
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NEX SEF Limited

Independent Auditor's Report to the Members of NEX SEF Limited (continued)

• We understood how the Company is complying with those frameworks by making enquiries of management
and those charged with governance to understand how the Company maintains and communicates its
policies and procedures in these areas and corroborated this by reviewing supporting documentation. We
also reviewed correspondence with relevant authorities.

• We assessed the susceptibility of the company’s financial statements to material misstatement, including
how fraud might occur by considering the risk of management override and assuming revenue to be a fraud
risk. To address the risk, we obtained an understanding of the entity level controls and the Company’s
policies in place to identify and respond to fraud including those areas which involved a higher degree of
management judgement and subjectivity.

• As the broker-dealer industry is regulated, we have obtained an understanding of the regulations and the
potential impact on the Company and, in assessing the control environment, we have considered the
compliance of the Company to these regulations as part of our audit procedures, which included a review of
correspondence received from the regulators.

• Based on this understanding, we designed our audit procedures to identify noncompliance with such laws
and regulations. Our procedures involved testing of both manual and system journals identified by specific
risk criteria.

• We incorporated data analytics into our testing of journals by considering specific risk criteria identified in
our audit in order to select transactions which we traced back to source documentation.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at https://www.frc.org.uk/auditorsresponsibilities. This description forms part of
our auditor’s report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

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

Tafadzwa Gate (Senior Statutory Auditor)
For and on behalf of Ernst & Young LLP, Statutory Auditor
London, United Kingdom

Date:.............................

Page 9

DocuSign Envelope ID: 7F869274-D7E4-44D6-A4BE-408C8702C464

March 30, 2022 | 4:59:14 BST



NEX SEF Limited

Profit and Loss Account for the Year Ended 31 December 2021

Note
2021

$ 000
2020

$ 000

Turnover 3 13,214 14,204

Other operating income 4 8 18

Administrative expenses 5 (7,016) (7,866)

Operating profit 6,206 6,356

Interest receivable and similar income 7 - 32

Profit before tax 6,206 6,388

Tax on profit 8 (1,138) (1,227)

Profit for the year 5,068 5,161

There are no items of other comprehensive income and accordingly a statement of other comprehensive income
has not been presented.

The above results were derived from continuing operations.

The notes on pages 14 to 24 form an integral part of these financial statements.
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NEX SEF Limited

Balance Sheet as at 31 December 2021
Registration number: 06292563

Note
2021

$ 000
2020

$ 000

Non-current assets

Deferred tax assets 8 2 2

Current assets

Debtors: amounts falling due within one year 9 1,888 1,862

Cash at bank and in hand 10 13,275 14,238

15,163 16,100

Current liabilities

Creditors: Amounts falling due within one year 11 (5,091) (6,506)

Income tax liability (1,164) (1,254)

(6,255) (7,760)

Net current assets 8,908 8,340

Net assets 8,910 8,342

Capital and reserves

Called up share capital 963 -

Capital contribution reserve 3,767 3,767

Retained earnings 4,180 4,575

Shareholders' funds 8,910 8,342

Approved by the Board on 28 March 2022 and signed on its behalf by:

.........................................
Director

The notes on pages 14 to 24 form an integral part of these financial statements.
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NEX SEF Limited

Statement of Changes in Equity for the Year Ended 31 December 2021

Called up
share capital

$ 000

Share
premium

$ 000

Capital
contribution

reserve
$ 000

Retained
earnings

$ 000
Total
$ 000

At 1 January 2020 10,960 938 3,767 4,016 19,681

Profit for the year - - - 5,161 5,161

Total comprehensive income - - - 5,161 5,161

Dividends - - - (16,500) (16,500)

Capital reduction (10,960) (938) - 11,898 -

At 31 December 2020 - - 3,767 4,575 8,342

Profit for the year - - - 5,068 5,068

Total comprehensive income - - - 5,068 5,068

Dividends - - - (4,500) (4,500)

Bonus share issue 963 - - (963) -

At 31 December 2021 963 - 3,767 4,180 8,910

The notes on pages 14 to 24 form an integral part of these financial statements.
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NEX SEF Limited

Statement of Changes in Equity for the Year Ended 31 December 2021 (continued)

Share capital
Share capital includes the nominal value of the proceeds on issue of the Company’s share capital, comprising of
1 ordinary shares at £1 each (31 December 2020: 1 ordinary shares of £1 each). On 26 July 2021, NEX SEF
Limited approved a bonus share issue of fully paid up 700,000 ordinary shares at £1 ($1.37) each to NEX
Markets Limited.

Share premium
The share premium includes the value of the proceeds above nominal value on issue of the Company’s share
capital, comprising at £1 ordinary shares each.

Capital contribution reserve
This reserve relate to a capital contribution of $3,767,000 (£3,013,000) from NEX Group Holdings Limited
made on 31 August 2016.

Retained earnings
All other net gains and losses and transactions with owners (e.g. dividends) not recognised elsewhere. On 7
December 2021, NEX SEF Limited declared a cash dividend in the sum of USD 4,500,000 to its immediate
parent, NEX Markets Limited.

The notes on pages 14 to 24 form an integral part of these financial statements.

Page 13

DocuSign Envelope ID: 7F869274-D7E4-44D6-A4BE-408C8702C464



NEX SEF Limited

Notes to the Financial Statements for the Year Ended 31 December 2021

1 Accounting policies

Principal Activities
The nature of the Company's operations and its principal activities are detailed in the Strategic Report.

Basis of preparation
The financial statements of the Company have been prepared for the year ended 31 December 2021.

The financial statements have been prepared in accordance with Financial Reporting Standard 101, ‘Reduced
Disclosure Framework’ (‘FRS 101’), the Companies Act 2006 (the ‘Act’) as applicable to companies using FRS
101 and under the historic cost convention as modified by the revaluation of certain financial instruments.

FRS 101 sets out a reduced disclosure framework for a ‘qualifying entity’ as defined in the standard which
addresses the financial reporting requirements and disclosure exemptions in the individual financial statements
of qualifying entities that otherwise apply the recognition, measurement and disclosure requirements of
EU-adopted International Financial Reporting Standards (‘IFRS’). The accounting standards have been applied
consistently, other than where new standards have been adopted.

Functional and presentational currency
Items included in the financial statements of each of the Company’s entities are measured using the currency of
the primary economic environment in which the entity operates (the ‘functional currency’). The financial
statements are presented in United States dollars ($), which is the Company’s functional and presentational
currency.

Foreign currency transactions and balances
Transactions denominated in foreign currencies are translated into the functional currency at the rates of
exchange prevailing on the dates of the transactions. At each balance sheet date, monetary assets and liabilities
that are denominated in foreign currencies are retranslated at the rates prevailing on the balance sheet date.
Exchange differences are taken to the profit and loss account, except for exchange differences arising on
non-monetary assets and liabilities where the changes in fair value are taken directly to profit and loss account.

Non-monetary assets and liabilities carried at fair value that are denominated in foreign currencies are translated
at the rates prevailing at the date when the fair value was determined.

Summary of disclosure exemptions
In these financial statements, the company has taken advantage of the exemptions available under FRS 101 in
respect of the following disclosures:

• IFRS 7 - ‘Financial instruments: Disclosures’.

• Paragraphs 91 to 99 of IFRS 13 - ‘Fair value measurement’ (disclosure of valuation techniques and inputs
used for fair value measurement of assets and liabilities).

• IAS 7 - ‘Statement of cash flows’.

• Paragraph 17 of IAS 24 - ‘Related party disclosures’ (key management compensation).

• The requirements in IAS 24, ‘Related party disclosures’ (to disclose related party transactions entered into
between two or more members of a group).
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NEX SEF Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

1 Accounting policies (continued)

Summary of disclosure exemptions (continued)
• The requirements of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118, 119(a) to

(c), 120 to 127 and 129 of IFRS 15 - ‘Revenue from Contracts with Customers’ (disaggregation of revenue,
significant changes in contract assets and liabilities, details on transaction price allocation, timing of the
satisfaction of performance obligations and significant judgements made in the application of IFRS 15).

• Paragraphs 30 and 31 of IAS 8 - ‘Accounting policies, changes in accounting estimates and errors’
(requirement for the disclosure of information when an entity has not applied a new IFRS that has been
issued but is not yet effective).

• The following paragraphs of IAS 1 - ‘Presentation of financial statements’ (removing the requirement to
present):
- 10(d) (statement of cash flows);
- 16 (statement of compliance with all IFRS);
- 38A (minimum of two primary statements, including cash flow statements);
- 38B-D (additional comparative information);
- 111 (cash flow statement information);
- 134-136 (capital management disclosures)

• Financial risk management, per 7Sch 6 CA 2006

• The following paragraphs of IAS 1, 'Presentation of financial statements'
- 10(f) (a statement of financial position as at the beginning of the proceeding period when an entity applies
an accounting policy - retrospectively or makes a retrospective restatement of items in its financial
statements, or when it reclassifies items in its financial statements; and
- 40 A-D (requirements for a third statement of financial position)

Consolidation
These financial statements are separate financial statements. The Company is a wholly owned subsidiary of
NEX Markets Limited and of its ultimate parent, CME Group Inc. It is included in the consolidated financial
statements of the Group, which are publicly available. Therefore, the Company is exempt by virtue of section
401 of the Companies Act 2006, from the requirement to prepare consolidated financial statements. See note 13
for further information.

Turnover
Turnover is comprised of commission for electronic broking for non-deliverable forwards on the EBS platform.
In addition, there is an Introducing Broking access fee paid by BrokerTec Europe Limited for the execution of
Reset pre-arranged crosses. Turnover is measured at the fair value of the consideration received or receivable
and is stated net of rebates and discounts, value added tax and other sales related taxes.
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NEX SEF Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

1 Accounting policies (continued)

Going concern
The COVID-19 pandemic continued to affect the global economy in 2021 creating both economic uncertainty
and market volatility. All COVID-19 restrictions have now been relaxed. The business activities of the
Company have continued to be operational with minimal disruption to the principal activities of the Company.

The Company has no operations in Ukraine or Russia but as the situation in Ukraine continues to evolve, the
unpredictable nature of the conflict means there is uncertainty on the full extent and duration of the business and
economic impact. Although the business activities of the Company have not been impacted, an escalation of the
situation could have adverse implications for our business arising from potential impacts on financial markets
and our operations.

Therefore, the impact on the Company being a going concern was revisited. A sensitivity analysis was produced
incorporating both possible and remote impacts to the Company for a period of 18 months to June 2023 from the
balance sheet date. This analysis indicated there was no material impact which would change the Directors’
position of the Company being a going concern.

Accounting developments
There were no new accounting developments during the year which impacted the company.

Interest receivable and similar income
Interest receivable and similar income is recognised using the effective interest rate method.

Tax
The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss, except that
a change attributable to an item of income or expense recognised as other comprehensive income is also
recognised directly in other comprehensive income.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the reporting date in the countries where the company operates and generates taxable
income.

Deferred income tax is recognised on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements and on unused tax losses or tax credits in the
company. Deferred income tax is determined using tax rates and laws that have been enacted or substantively
enacted by the reporting date.

The carrying amount of deferred tax assets are reviewed at each reporting date and a valuation allowance is set
up against deferred tax assets so that the net carrying amount equals the highest amount that is more likely than
not to be recovered based on current or future taxable profit.

Calculations of current and deferred tax liability have been based on ongoing discussions with the relevant tax
authorities, management’s assessment of legal and professional advice, case law and other relevant guidance.
Where the expected tax outcome of these matters is different from the amounts that were recorded initially, such
differences will impact the current and deferred tax amounts in the year in which a reassessment of the liability
is made.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and call deposits, and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
changes in value.
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NEX SEF Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

1 Accounting policies (continued)

Financial instruments
Initial Recognition

Financial assets and financial liabilities comprise all assets and liabilities reflected in the balance sheet, although
excluding tangible assets, investment properties, intangible assets, deferred tax assets, prepayments, deferred tax
liabilities and employee benefits plan.

The Company recognises financial assets and financial liabilities in the statement of financial position when,
and only when, the Company becomes party to the contractual provisions of the financial instrument.

Financial assets are initially recognised at fair value. Financial liabilities are initially recognised at fair value,
representing the proceeds received net of premiums, discounts and transaction costs that are directly attributable
to the financial liability.

Subsequent to initial measurement, financial assets and financial liabilities are measured at either amortised cost
or fair value.

Classification and measurement

Financial assets at amortised cost

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated
as at FVTPL:-
· the assets are held within a business model whose objective is to hold assets in order to collect contractual cash
flows; and
· the contractual terms of the financial assets give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

Financial assets at fair value through the profit or loss (FVTPL)

Financial assets not otherwise classified above are classified and measured at FVTPL.

Financial liabilities at amortised cost

All financial liabilities, other than those classified at FVTPL, are measured at amortised cost using the effective
interest rate method.

Financial liabilities at fair value through the profit or loss

Financial liabilities not measured at amortised cost are classified and measured at FVTPL. This classification
include derivative liabilities.

Derecognition

Financial assets
The company derecognises a financial asset when:

• the contractual rights to the cash flows from the financial asset expire;

• it transfers the right to receive the contractual cash flows in a transaction in which substantially all of the
risks and rewards of ownership of the financial asset are transferred; or

• the company neither transfers nor retains substantially all of the risks and rewards of ownership and it does
not retain control of the financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the asset and the sum of the
consideration received is recognised as a gain or loss in the profit or loss. Any cumulative gain or loss
recognised in OCI in respect of equity investment securities designated as FVTOCI is not recognised in profit or
loss on derecognition of such securities.
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NEX SEF Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

1 Accounting policies (continued)

The company enters into transactions whereby it transfers assets recognised on its statement of financial
position, but retains either all or substantially all of risks and rewards of the transferred assets or a portion of
them. In such cases, the transferred assets are not derecognised. Any interest in transferred financial assets that
qualify for derecognition that is created or retained by the company is recognised as a separate asset or liability.

Financial liabilities

The company derecognises a financial liability when its contractual obligations are discharged, cancelled, or
expire.

Impairment of financial assets

Measurement of Expected Credit Losses

The company recognises loss allowances for expected credit losses (ECL) on financial instruments that are not
measured at FVTPL, namely:
- financial assets that are debt instruments;
- accounts and other receivables;
- financial guarantee contracts issued; and
- loan commitments issued.

The company classifies its financial instruments into stage 1, stage 2 and stage 3, based on the applied
impairment methodology, as described below:

Stage 1: for financial instruments where there has not been a significant increase in credit risk since initial
recognition and that are not credit-impaired on origination, the company recognises an allowance based on the
12-month ECL.

Stage 2: for financial instruments where there has been a significant increase in credit risk since initial
recognition but they are not credit-impaired, the company recognises an allowance for the lifetime ECL.

Stage 3: for credit-impaired financial instruments, the company recognises the lifetime ECL.

The company measures loss allowances at an amount equal to the lifetime ECL, except for the following, for
which they are measured as a 12-month ECL:

- debt securities that are determined to have a low credit risk (equivalent to investment grade rating) at the
reporting date; and
- other financial instruments on which the credit risk has not increased significantly since their initial
recognition.

Provisions for credit-impairment are recognised in the Profit and Loss account and are reflected in accumulated
provision balances against each relevant financial instruments balance.

The company considers a debt security to have low credit risk when their credit risk rating is equivalent to the
globally understood definition of ‘investment grade’.

A 12-month ECL is the portion of the ECL that results from default events on a financial instrument that are
probable within 12 months from the reporting date.

Share capital
Ordinary shares are classified as equity. Equity instruments are measured at the fair value of the cash or other
resources received or receivable, net of the direct costs of issuing the equity instruments. If payment is deferred
and the time value of money is material, the initial measurement is on a present value basis.
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NEX SEF Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

1 Accounting policies (continued)

Dividend payments

The Company recognises the final dividend payable when it has been approved by the shareholders of the
Company in a general meeting. The interim dividend is recognised when it has been approved by the directors
of the Company.

Dividends in specie are based on the fair value of the assets distributed as this represents the best estimate to
settle the obligation.

2 Critical accounting judgements and key sources of estimation uncertainty

The Company makes various judgements in applying its accounting policies and various assumptions and
estimates, including about the future, when determining the carrying value of certain assets and liabilities.
Uncertainty about these assumptions and estimates could result in outcomes that require a material adjustment to
the carrying amount of assets or liabilities affected in future periods. In the process of applying the Company’s
accounting policies, as at 31 December 2021 there were no such judgements or assumptions that had a
significant effect on the amounts recognized in the financial statements.

3 Turnover

The analysis of the company's turnover for the year by class of business is as follows:
2021

$ 000
2020

$ 000

Revenue 12,854 13,844

Other revenue 360 360

13,214 14,204

4 Other operating income

The analysis of the company's other operating income for the year is as follows:
2021

$ 000
2020

$ 000

Currency fluctuation 8 18
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NEX SEF Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

5 Administrative expenses

2021
$ 000

2020
$ 000

Professional & Legal fees 178 134

Expected credit loss* (91) 147

Travel and Entertainment 1 -

IT costs 43 -

Bank fees 2 -

Intercompany management fee** 6,645 6,866

Other 238 719

7,016 7,866

*includes bad debt of $Nil (2020: $19k)

**includes license fees of $5,402k (2020: $5,803k)

The Other balance in the prior year of $719k includes $552k of surveillance fees paid to an external provider. In
the current year, surveillance fees are included in the Intercompany management fee as the surveillance service
was migrated to another Group company in late 2020.

The fee paid to Ernst & Young LLP (the Company’s external auditors) for the statutory audit of the Company
for the year ended 31 December 2021 was $39k (31 December 2020: $39k).

Changes to presentation and disclosure
Within the administrative expenses the prior year balances have been reclassified to conform with the current
year presentation as follow;
• $39k from Statutory audit fees to Intercompany management fees;
• $714k from Regulatory licence fees and subscriptions to Other;
• $207k from Regulatory licence fees and subscriptions to Intercompany management fees and;
• $5,803k from Licence fees to Intercompany management fees.

The change was required as the Company has integrated into the Group’s chart of accounts. The integration
process was required since the Company’s previous ultimate parent company ‘NEX Group plc’ was acquired by
the current ultimate parent company (‘CME Group Inc’).

6 Directors' remuneration

Remuneration payable to the directors in respect of their services to the Company was as follows:

2021 2020

Total
Highest

paid
director

Total
Highest

paid
director

$ 000 $ 000 $ 000 $ 000
Aggregated emoluments 12 6 - -

12 6 - -

The directors’ remuneration was borne by a fellow subsidiary company of the Group and was charged to the
Company by way of a Group management charge. During the prior period, no remuneration was earned by the
Directors as no qualifying services were provided by the Directors to the Company.
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NEX SEF Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

7 Interest receivable and similar income

2021
$ 000

2020
$ 000

Other finance income - 32

8 Income tax

2021
$ 000

2020
$ 000

a) Analysis of the charge for the year / period

UK corporate tax:

- Current year 1,164 1,220

- Adjustments in respect of prior periods 7 -

Overseas tax:

- Current year - 7

- Adjustments in respect of prior periods (33) -

1,138 1,227

b) Factors affecting the tax charge for the year

Profit before tax 6,206 6,388

Profit before tax multiplied by the standard rate of corporation tax in the
UK of 19% (31 December 2020: 19%) 1,179 1,213

Effects of:

Non-taxable income - (7)

Expenses not deductible for tax purposes (14) 14

Adjustments in respect of prior years - current tax 7 -

Adjustments in respect of prior years - overseas current tax (33) -

Overseas current tax at a higher rate - 7

Impact of change in rate for deferred tax (1) -

(41) 14

Tax charge for the year 1,138 1,227

Effective tax rate 18% 19%

The headline rate of UK corporation tax remained at 19% for the period, following the enactment of Finance
Act 2020 on 22 July 2020. Finance Act 2021 enacted in June 2021 includes a provision to change the standard
rate of corporation tax from 19% to 25% with effect from 1 April 2023.
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NEX SEF Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

8 Income tax (continued)

Given that this rate was enacted at the time of the balance sheet date, the closing deferred tax balances have
been calculated by reference to the 25% rate.

Deferred tax

2021
$ 000

2020
$ 000

Capital allowances 2 2

2 2

2021
$ 000

2020
$ 000

As at 1 January 2 2

As at 31 December 2 2

9 Debtors

2021
$ 000

2020
$ 000

Debtors: amounts falling due within one year

Trade debtors 1,845 1,754

ECL on trade debtors (37) (99)

Net trade debtors 1,808 1,655

Prepayments 8 76

Contract assets 8 -

Amounts due from Group companies 64 160

ECL on amounts due from Group companies - (29)

1,888 1,862

Amounts due from Group companies are unsecured, non-interest bearing and receivable on demand.

The majority of net trade debtors which are neither impaired nor past their normal settlement dates are held with
high quality credit institutions. There is no recent history of debtor default. The following trade debtors were
unsettled:

2021
$ 000

2020
$ 000

Less than 30 days, and not yet due 1,572 929

Less than 90 days, and past due date 237 720

Over 90 days, and past due date 36 105

1,845 1,754
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NEX SEF Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

10 Cash at bank and in hand

2021
$ 000

2020
$ 000

Cash at bank 13,275 14,238

11 Creditors

2021
$ 000

2020
$ 000

Creditors: amounts falling due within one year

Trade creditors - 65

Accrued expenses 1 -

Amounts due to Group companies 5,059 6,416

Social security and other taxes 31 25

5,091 6,506

Amounts owed to Group companies are non-interest bearing and payable on demand.

12 Non adjusting events after the financial period

The conflict in Ukraine represents a non-adjusting post balance sheet event for the Company. The Company has
no physical operations in Ukraine or Russia but as the situation in Ukraine continues to evolve, the
unpredictable nature of the conflict means there is uncertainty on the full extent and duration of the business and
economic impact.

Although the business activities of the Company have not been materially impacted and notwithstanding strong
capital and liquidity positions, an escalation of the situation could have adverse implications for our business
arising from potential impacts on financial markets and our operations.

Other than the unpredictable nature of the pandemic and the situation in Ukraine as disclosed in the Going
Concern disclosure in the Directors’ Report, there are no further post balance sheet events to disclose this year.

13 Parent and ultimate parent undertaking

The Company’s immediate parent is NEX Markets Limited, which is incorporated in England and Wales and
does not prepare consolidated financial statements.

The Company’s ultimate parent is CME Group Inc., which is incorporated in Delaware, United States, and
heads the largest group of companies of which the Company is a member. CME Group Inc. prepares
consolidated financial statements in accordance with US GAAP, which are publicly available, and copies may
be obtained from the Company, Secretary, CME Group Inc., 20 South Wacker Drive, Chicago, Illinois, 60606.
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NEX SEF Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

14 Country by country reporting
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