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report on the material sustainability risks and 

opportunities that may affect value in the near 

and long term. Enhanced reporting will provide 

stakeholders with a more holistic (and compa-

rable) view of performance that includes both 

positive and negative externalities, and the 

non-financial forms of capital that security and 

commodity exchanges rely on to create long-

term value. Firms that work to improve perfor-

mance on these issues will position themselves 

well for the future.

The sustainability issues that will drive com-

petitiveness within the security and commodity 

exchanges industry include:

• Facilitating equal access to information and 

exchange services among a broad set of 

investors and companies

• Managing conflicts of interest between the 

industry’s for-profit status and role as Self-

Regulatory Organizations 

• Integrating sophisticated, secure technology 

systems into business operations to ensure 

continuity

The full extent to which these sustainability 

factors affect value will become increasingly 

clear as financial sector regulation evolves and 

emphasis is placed on transparency, competi-

tion, member oversight, protection of confi-

dential information, and the role of exchanges 

in promoting stable financial markets and 

sustainable companies.

MATERIAL SUSTAINABILITY ISSUES

Social Capital

• Promoting Transparent & Efficient 

Capital Markets

Leadership & Governance

• Managing Conflicts of Interest

• Managing Business Continuity &  

Technology Risks

INTRODUCTION

The security and commodity exchanges industry 

has traditionally played a public service role, and 

although exchanges are for-profit companies in 

the U.S., they continue to be looked upon as 

public utilities with a central role in capital mar-

kets and economic activity. However, the recent 

financial crisis and increased stakeholder scrutiny 

into the exchanges’ status as self-regulatory 

organizations, demonstrate how non-financial 

forms of capital contribute to market value. Fur-

ther, the management (or mismanagement) of 

material sustainability factors has been demon-

strated to affect traditional valuation by impact-

ing revenue, assets, liabilities, and cost of capital. 

To ensure shareholders can evaluate these fac-

tors, security and commodity exchanges should 

It is illegal to redistribute these materials. Please report any illegal distribution to info@sasb.org
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INDUSTRY SUMMARY

Security and commodity exchanges operate 

marketplaces in the form of physical trading 

floors or electronic platforms for trading finan-

cial securities, commodities or other financial 

instruments. In the U.S., security and commod-

ity exchanges were once mutually owned enti-

ties serving their broker members. However, 

today these companies are publicly traded for-

profit entities, listed on their own exchanges.I 

Security and commodity exchanges have 

historically relied on annual memberships and 

listing fees as primary sources of revenue. 

However, this model has shifted in recent years, 

and trading and clearing fees accounts for an 

increasing share of revenue. Competition for 

fees continues to increase with the advent of 

alternative trading platforms that offer less ex-

pensive trades and provide listing services. For 

example, Electronic Communication Networks 

(ECNs) allow automatic matching of trades and 

can handle algorithmic and high-speed trad-

ing. Many of these alternative trading systems, 

known as “dark pool” systems, are often 

owned by financial institutions, and match large 

institutional trades without disclosing the iden-

tities of buyers and sellers or displaying prices.

The industry continues to implement informa-

tion technology to improve transaction speeds 

and boost revenue through enhanced volume. 

Security and commodity exchanges also rely on 

the sale of market data and analytics to drive 

revenue. The industry’s costs are typically asso-

ciated with SEC fees, trading, and monitoring 

systems (including information technology and 

related physical infrastructure), and employee 

salaries.

Following the financial crisis, the security 

and commodity exchanges industry suffered 

reputational damage, and it has subsequently 

been subject to enhanced regulatory scrutiny. 

Companies will be impacted by the Dodd-Frank 

Wall Street Reform and Consumer Protection 

Act of 2010 (the Dodd-Frank Act).

The industry is also experiencing an influx of 

new companies seeking listing as the global-

ization of capital markets increases, and firms 

from emerging markets seek a presence on 

leading security exchanges. Although this 

will support growth, it also brings challenges. 

Securities must ensure these companies meet 

corporate governance, social, and environmen-

tal standards comparable to those in the U.S. 

At the same time, emerging market exchanges, 

which tend to be government owned or 

controlled, are implementing higher listing 

and disclosure standards, including on envi-

ronmental and social issues. Developed market 

exchanges, while interested in such standards, 

have to balance them with increasing competi-

tive pressures.

As competition increases, the security and 

commodity exchanges industry is becoming 

more capital intensive, with the need for new 

information technology infrastructure and 

monitoring activities. This has led to significant 

merger and acquisition (M&A) activity in the 

industry since 2006, allowing for the emergence 

of a few large international exchange companies.

I A list of five companies representative of this industry and its activities appears in Appendix I.
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LEGISLATIVE & REGULATORY 
TRENDS IN THE SECURITY & 
COMMODITY EXCHANGES 
INDUSTRY

The regulatory environment that governs the 

security and commodity exchanges industry 

continues to evolve with overall financial  

sector regulation in the wake of the recent 

global financial crisis. The following section 

provides a brief summary of key legislative 

efforts that are likely to affect value in the 

industry and to further amplify the importance 

of sustainability issues.II

Traditional exchanges are Self-Regulatory  

Organizations (SROs), overseen by the Securi-

ties and Exchange Commission (SEC). These 

companies are responsible for member over-

sight, market integrity, and investor protection. 

Exchanges outsource some of these functions 

to the Financial Markets Regulatory Author-

ity (FINRA), an independent regulator for the 

securities industry.1

Despite recent de-mutualization, exchanges 

still have the perceived function of creating and 

overseeing robust financial markets. Since ex-

changes are now primarily for-profit companies 

with significant impacts on financial market 

stability, regulatory interest in this industry is 

increasing. As companies expand globally, they 

are subject to regulations in different jurisdic-

tions, raising concerns about consistent appli-

cation of regulatory standards. Companies’ at-

tempts to generate economies of scale through 

cross-border M&As have faced difficulties in 

getting regulatory approval. European authori-

ties blocked the merger of Deutsche Borse 

and NYSE Euronext in 2012 due to anti-trust 

concerns about what would have been the 

world’s largest exchange.2 Global regulators 

have investigated and are trying to regulate 

speculative activity in commodities trading that 

is seen to inflate and create volatility in under-

lying food and energy prices.3

The Dodd-Frank financial sector reforms are 

still emerging. The broad principles of greater 

competition and restrictions on financial firms’ 

risk-taking and trading activities may have 

a negative impact on industry margins and 

revenues in the short term. In the long term, 

however, strong regulation and oversight, from 

government authorities and the exchanges 

themselves, will improve investor confidence 

and increase trading volumes and industry 

returns. For example, new U.S. and European 

regulations requiring Over-the-Counter (OTC) 

derivatives to be cleared through a central 

counterparty offers exchanges an opportunity 

to build their clearing business.4

Legislation, not specific to the financial sec-

tor, may also impact this industry. A poten-

tially lucrative new source of revenue for U.S. 

exchanges is carbon trading. Federal climate 

change legislation to create carbon markets 

could provide an additional incentive for ex-

changes to launch new products and services 

around this issue. In addition, new cyber 

security legislation or action, such as President 

II This section does not purport to contain a comprehensive review of all regulations related to this industry, but is intended to highlight some 
ways in which regulatory trends are impacting the industry.
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Obama’s 2013 Executive Order may require 

companies to take additional steps to protect 

their systems and assets.

SUSTAINABILITY-RELATED RISKS 
& OPPORTUNITIES

Recent trends in the regulatory environment 

suggest a greater focus on transparency, risk 

management, and market stability. These 

trends demonstrate the potential for legislation 

to further align the interests of society with 

those of long-term investors. As new policies 

and market transformations encourage more 

responsible management of social capital and 

strong governance, firms that can address all 

forms of capital—not just financial—will be 

better positioned to protect shareholder value 

in the future. 

The following section briefly describes how the 

exchanges industry depends on each form of 

capital and the sustainability issues that will 

drive performance, including evidence, value 

impact, and timing. The issues are divided into 

five categories: Environment, Social Capital, 

Human Capital, Business Model and Innova-

tion, and Leadership and Governance. A table 

indicating the nature of the value impact and 

evidence of interest from stakeholders appears 

in Appendix IIA. Appendix IIB expands on the 

financial impacts of each sustainability issue 

and Appendix III covers the recommended 

disclosure framework.

ENVIRONMENT

The environmental dimension of sustainability 

includes corporate impact on the environ-

ment, either through the use of non-renewable 

natural resources as input to the factors of 

production (e.g., water, minerals, ecosystems, 

and biodiversity) or through environmental 

externalities or other harmful releases in the 

environment, such as air and water pollution, 

waste disposal, and greenhouse gas emissions.

As service companies, security and commodity 

exchanges do not rely heavily on natural re-

sources, nor do they directly affect the environ-

ment. Subsequently, the industry is not likely to 

face material risks or opportunities associated 

with traditional environmental concerns such 

as resource constraints, pollution regulation, 

or waste generation. However, security and 

commodity exchanges are in a unique posi-

tion to encourage their member companies to 

enhance disclosure on environmental perfor-

mance. Although this issue was not considered 

to be material, it is discussed below under 

‘SASB’s Industry Watch List’.

SOCIAL CAPITAL

Social capital relates to the perceived role of 

business in society, or the expectation of busi-

ness contribution to society in return for its 

license to operate. It addresses the manage-

ment of relationships with key outside stake-

It is illegal to redistribute these materials. Please report any illegal distribution to info@sasb.org
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holders, such as customers, local communities, 

the public, and the government. It includes is-

sues related to access to products and services, 

affordability, responsible business practices in 

marketing, and customer privacy.

Security and commodity exchanges are heav-

ily dependent on a social license to continue 

functioning as SROs, given that they operate a 

public marketplace for securities and commodi-

ties trading and listings. Diminished confidence 

during and after the 2008 financial crisis 

among investors and listed companies demon-

strates the importance of social capital to the 

industry. Specifically, security and commodity 

exchanges must ensure that markets are trans-

parent and efficient.

Promoting Transparent & 
Efficient Capital Markets

Security and commodity exchanges have a 

responsibility to ensure equal access to capital 

markets for all investors. As public markets 

these companies play a critical role in efficient 

capital allocation, and need to provide for the 

equal application of rules to all participants. 

Companies must manage the release of public 

information to prevent asymmetries. Further, 

with the advent of high frequency trading 

there is heightened concern that technology 

can lead to advantages for certain traders at 

the expense of others. 

Disclosure on policies relating to the release of 

information (including the disclosure of envi-

ronmental, social, and governance data), halts 

of trading, and the risks and opportunities 

associated with algorithmic or high frequency 

trading will allow investors to further under-

stand how security and commodity exchanges 

are protecting shareholder value. 

Evidence

A recent study by the chief economist at the 

Commodity Futures Trading Commission 

(CFTC) suggests that high-frequency traders 

make an average profit of $5.05 each time 

they compete against small traders buying and 

selling contracts based on the future value 

of the S&P500 stock index, one of the most 

widely used types of financial contracts. This 

study highlights the potential costs to smaller 

investors from high-frequency trading on stock 

exchanges. The CFTC is still reviewing these 

findings and considering competing views on 

the net costs or benefits of high-frequency 

traders in the market.5

The importance of transparent information was 

also highlighted by a September 2012 fine of 

$5 million which NYSE Euronext had to pay 

to the SEC for disclosing price information to 

some customers in advance of disclosure to 

the general public and the market. This was 

the first fine the SEC had issued to a market 

venue.6

The increasing number of investors integrating 

environmental, social, and governance (ESG) 

factors into investment decisions indicates that 

security and commodity exchanges can en-

hance the efficiency of markets by encouraging 

enhanced disclosure on these topics. This rise 

It is illegal to redistribute these materials. Please report any illegal distribution to info@sasb.org
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in firms integrating ESG into investment deci-

sions is illustrated by the development of the 

United Nations-backed Principles for Respon-

sible Investment (UN PRI). UN PRI is an initiative 

of the world’s largest asset owners (retirement 

funds and insurance companies) and their asset 

managers to recognize the importance of ESG 

factors and market stability in generating both 

short- and long-term sustainable investment 

returns. Signatories to the UN PRI acknowledge 

the demand from investors to incorporate 

ESG factors into asset allocation and portfolio 

management, and commit to actively inte-

grate these issues into investment analysis and 

decision-making processes, develop tools and 

metrics to evaluate ESG issues, and encourage 

standardized ESG disclosure from investees.7 

Between 2009 and 2010, the number of sig-

natories to the UN PRI increased by more than 

30 percent.8 Currently 1,000 asset owners and 

investment managers with over $30 trillion in 

AUM (15 percent of the world’s investable as-

sets) have become signatories. This represents 

a significant increase from $4 trillion at the 

launch of the PRI in 2006.9

Value Impact

Goodwill and other intangible assets comprise 

a significant percentage of balance sheets in 

the security and commodity exchanges indus-

try. Subsequently, companies that can ensure 

non-discrimination, transparency, and efficient 

functioning within the capital markets will be 

better positioned to capture existing and new 

market opportunities and establish pricing 

power. The associated increase in trading vol-

ume provides for additional fee-based income, 

and could contribute to a lower cost of capital. 

Companies that allow information and pricing 

asymmetries will be exposed to additional reg-

ulatory oversight fines, and increased general 

and administrative expenses, and diminished 

intangible assets.

HUMAN CAPITAL

Human capital addresses the management 

of a company’s human resources (employees 

and individual contractors), as a key asset to 

delivering long-term value. It includes fac-

tors that affect the productivity of employees, 

such as employee engagement, diversity, and 

incentives and compensation, as well as the 

attraction and retention of employees in highly 

competitive or constrained markets for specific 

talent, skills, or education. It also addresses the 

management of labor relations in industries 

that rely on economies of scale and compete 

on the price of products and services or in 

industries with legacy pension liabilities associ-

ated with vast workforces. Lastly, it includes 

the management of the health and safety of 

employees and the ability to create a safety cul-

ture for companies that operate in dangerous 

working environments.

Security and commodity exchanges rely on hu-

man capital to maintain value. However, relative 

to other industries in the financial sector, these 

companies do not face specific material risks or 

opportunities associated with human capital.

It is illegal to redistribute these materials. Please report any illegal distribution to info@sasb.org
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BUSINESS MODEL & 
INNOVATION

This dimension of sustainability is concerned 

with the impact of environmental and social 

factors on innovation and business models. It 

addresses the integration of environmental and 

social factors in the value creation process of 

companies, including resource efficiency and 

other innovation in the production process, 

as well as product innovation and looking 

at efficiency and responsibility in the design, 

use-phase, and disposal of products. It includes 

management of environmental and social im-

pacts on tangible and financial assets—either 

a company’s own or those it manages as the 

fiduciary for others.

Exchanges rely on technology and innovation to 

ensure the efficient allocation of capital to mar-

kets. However, the industry does not currently 

face any material sustainability issues associated 

with business model and innovation. Opportu-

nities related to the development of new listing 

requirements and products associated with 

environmental markets are addressed in the 

“SASB Industry Watch List” section below. 

LEADERSHIP & GOVERNANCE

As applied to sustainability, governance 

involves the management of issues that are 

inherent to the business model or common 

practice in the industry and that are in po-

tential conflict with the interest of broader 

stakeholder groups (government, community, 

customers, and employees) and therefore cre-

ate a potential liability, or worse, a limitation 

or removal of license to operate. This includes 

regulatory compliance, lobbying, and political 

contributions. It includes risk management, 

safety management, supply chain and resource 

management, conflict of interest, anti-com-

petitive behavior, and corruption and bribery. 

It also includes risk of business complicity with 

human rights violations.

A strict regulatory environment and strong 

competition emphasize the importance of 

strong corporate governance in the exchanges 

industry. Companies must have structures 

in place to fulfill their roles as SROs and to 

oversee market participants effectively. Fur-

ther, profit within the industry is increasingly 

dependent on high-frequency and algorithmic 

trading, and high-margin derivatives trading 

and clearing. Security and commodity exchang-

es must therefore balance the need for market 

liquidity with strategies that encourage long-

term investment strategies and stability. As 

companies shift to meet new market demands, 

the ability to manage conflicts of interest, and 

business continuity and technology risks will be 

strong indicators of governance performance

Managing Conflicts of 
Interest

Security and commodity exchanges are respon-

sible for the regulatory oversight of member 

companies. Specifically, firms in this industry 

monitor membership information and regula-

tory compliance to ensure market integrity 

and transparency. Further, they investigate and 

prosecute member companies that violate the 

It is illegal to redistribute these materials. Please report any illegal distribution to info@sasb.org
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Securities and Exchange Act.  Recent contro-

versies relating to market manipulation, tax 

fraud, investor protection rules, and antitrust 

laws have sharpened concern about conflicts 

of interest that arise due to security and com-

modity exchanges’ position as SROs. 

Rapid innovation in financial markets provide 

significant opportunities to enhance profitabil-

ity. However, exchanges must continue to fulfill 

their responsibilities as SROs to ensure open 

and fair access to all investors, publish rules 

and fees, and oversee trading. Companies that 

avoid information asymmetries and fraudulent 

or unethical activities will maintain market in-

tegrity, limit reputational damage, and enhance 

shareholder value. 

Evidence

In 2013, the Securities Industry and Financial 

Markets Association (SIFMA) requested the SEC 

end the self-regulatory status of stock ex-

changes. SIFMA indicated that since exchanges 

already outsource a majority of their regulatory 

duties, the loss of SRO status would not have 

a significant impact. In a subsequent regula-

tory filing, NASDAQ announced that that it 

planned to take over the surveillance of trading 

on its exchange, which had previously been 

conducted by the Financial Industry Regulatory 

Authority.10

CBOE reported in its 2012 10-K that “the 

Company accrued an estimated expense of 

$5.0 million for a potential liability related to 

an SEC investigation of CBOE’s compliance 

with its obligations as a self-regulatory organi-

zation under the federal securities laws. While 

an agreement has not been reached with the 

SEC, we believe that any resolution of this  

matter would likely include a monetary pen-

alty and may require CBOE to make additional 

changes to its compliance programs and pro-

cedures. There is currently no definitive agree-

ment with the SEC staff for the resolution of 

this matter.”11

Value Impact

Failure of exchanges to perform their re-

sponsibilities as SROs could lead to fines 

and increased regulatory scrutiny. This could 

increase general and administrative expenses 

and contingent liabilities, and impair intangible 

assets. Further, mismanagement on this issue 

could impact the trust of customers, reduce 

market share and profitability, and raise the 

cost of capital.

Managing Business 
Continuity & Technology 
Risks

Security and commodity exchanges face in-

creased risks and opportunities associated  

with information technology. The industry’s 

central position in financial markets requires  

it to manage issues relating to security  

breaches and technology errors to prevent 

market disruptions. 

As security and commodity exchanges face in-

creased volumes of trading associated with the 

clearing and execution of derivative trades and 

frequency of cyber-attacks, the industry will 

It is illegal to redistribute these materials. Please report any illegal distribution to info@sasb.org
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be exposed to both new risks and opportuni-

ties associated with its reliance on information 

technology. A 2013 Presidential Policy Directive 

on Critical Infrastructure and Resilience, which 

directed the National Institute of Standards and 

Technology to develop cyber security standards 

for critical national infrastructure, demonstrates 

heightened awareness of the issue. The Direc-

tive identifies the financial services sector as 

one of 16 critical sectors, indicating the poten-

tial for new standards.12

Increased disclosure on efforts taken to address 

the risks and opportunities associated with 

technology will allow shareholders to accu-

rately assess value. 

Evidence

The potential for significant disruptions to 

business continuity associated with technol-

ogy risks has been demonstrated on numerous 

occasions. In 2013, NASDAQ’s parent company 

was fined $10 million, the largest fine ever 

against an exchange, to settle accusations that 

it violated rules before and after Facebook’s 

initial public offering. High demand led to er-

rors in the exchange’s computer programming 

that prevented it from establishing a correct 

opening price for Facebook stock and subse-

quently from executing tens of thousands of 

orders. NASDAQ also agreed to pay $62 million 

to brokers who lost money because of the 

problems.13 

Also in 2013, NASDAQ experienced a three-

hour trading stoppage due to a software 

problem.14 Earlier that year, CBOE Holdings 

was forced to delay trading on its Options 

Exchange, the largest U.S. options market by 

volume, by three and a half hours due to a 

software problem. The company has faced 

similar problems in the past, with an IT prob-

lem in 2000 that resulted in trading being 

halted for two and a half hours, a problem 

with its trading systems in 2007 and a power 

failure in 1999.15 In 2011, the Hong Kong 

stock exchange had to stop trading in stocks 

of seven companies for a half-day after hackers 

attacked its website.16

NASDAQ reports that “Any system issue, 

whether as a result of an intentional breach or 

a natural disaster, could damage our reputation 

and cause us to lose customers, experience 

lower trading volume, incur significant liabili-

ties or otherwise have a negative impact on 

our business, financial condition and operating 

results. We also could incur significant expense 

in addressing any of these problems and in 

addressing related data security and privacy 

concerns.”17

IntercontinentalExchange indicates that its 

“systems and those of our third-party service 

providers may be vulnerable to security risks, 

hacking and cyber-attacks, especially in light 

of our role in the global financial marketplace, 

which could result in wrongful use of our infor-

mation, or which could make our participants 

reluctant to use our electronic platform.”18

Value Impact

As demand for sophisticated technology from 

investors and issuers grows, security and com-

modity exchanges that leverage the associated 

opportunities will capture a larger share of 
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existing and new markets. Further, these com-

panies will enjoy stronger pricing power and 

improved profitability.

Security and commodity exchanges that fail to 

manage risks to business continuity and tech-

nology are likely to experience disruptions that 

could lead to litigation, contingent liabilities, 

devalued intangible assets, and lost revenue. 

Long-term decreased profitability can result in 

a higher cost of capital and diminished share-

holder value. In addition, companies may face 

added costs of complying with new voluntary 

and involuntary cyber security regulations.

SASB INDUSTRY WATCH LIST

The following section provides a brief descrip-

tion of sustainability issues that did not meet 

SASB’s materiality threshold at present, but 

could have a material impact on the security 

and commodity exchanges industry in the future.

Promoting Integration of 
Environmental, Social, and 
Governance Performance in  
Capital Markets

The potential for value creation and destruction 

associated with ESG performance has increased 

attention on the role of security and commod-

ity exchanges in supporting enhanced disclo-

sure. Companies in this industry are uniquely 

positioned at the center of financial markets 

to increase transparency of these value driv-

ers through listing requirements. The potential 

impact on value for security and commodity 

exchanges was illustrated by a 2012 survey by 

the Sustainable Stock Exchanges (SSE) Initiative 

in which “57 percent of respondents agreed 

that strong sustainability requirements for listed 

companies made good business sense” for an 

exchange, with 14 percent disagreeing.19 Eight 

exchanges, including NASDAQ OMX and NYSE 

Euronext have become partner exchanges to 

the SSE initiative. Brazil’s BM&F BOVESPA and 

South Africa’s Johannesburg Stock Exchange 

have implemented ESG disclosure requirements 

or guidelines in order to attract foreign inves-

tors. BM&F BOVESPA requires all companies to 

disclose ESG information.20

Companies in this industry also have the op-

portunity to develop innovative products that 

capitalize on new environmental and social 

market opportunities. For example, JPMor-

gan estimates that impact investments in five 

sectors–housing, rural water delivery, mater-

nal health, primary education, and financial 

services–will reach between $400 billion and 

$1 trillion over the next 10 years, generating 

nearly $667 billion in profits.21
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APPENDIX I: Five Representative Companies | Security & Commodity 
ExchangesIII

COMPANY NAME (TICKER SYMBOL)

Nasdaq OMX Group (NDAQ)

CME Group (CME)

Intercontinental Exchange (ICE)

CBOE Holdings (CBOE)

HONG KONG EXCH (HKXCY)IV

III This list includes five companies representative of the Security & Commodity Exchanges Industry and its activities. Only companies that are 
US listed and where at least 20 percent of revenue is generated by activities in this industry according to the latest information available on 
Bloomberg Professional Service were included.

IV The company is traded Over-The-Counter (OTC).
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APPENDIX IIA:  
Evidence for Material Sustainability Issues 

HM: Heat Map, a score out of 100 indicating the relative importance of the issue among SASB’s initial list of 43 generic sustainability issues. The score is 
based on the frequency of relevant keywords in documents (i.e., 10-Ks, shareholder resolutions, legal news, news articles, and corporate sustainability reports) 
that are available on the Bloomberg terminal for the industry’s publicly listed companies.

IWGs: SASB Industry Working Groups 

%: The percentage of IWG participants that found the issue to be material. (-) denotes that the issue was added after the IWG was convened. 

Priority: Average ranking of the issue in terms of importance. One denotes the most material issue. (N/A) denotes that the issue was added after the  
IWG was convened.

EI: Evidence of Interest, a subjective assessment based on quantitative and qualitative findings.

EFI: Evidence of Financial Impact, a subjective assessment based on quantitative and qualitative findings.

FLI: Forward Looking Impact, a subjective assessment on the presence of a material forward-looking impact.

MATERIAL  
SUSTAINABILITY ISSUES

EVIDENCE OF INTEREST
EVIDENCE OF  

FINANCIAL IMPACT
FORWARD-LOOKING IMPACT

HM 
(1-100)

IWGs
EI

Revenue/
Expenses

Asset/ 
Liability

Risk 
Profile

EFI Probability Magnitude Externalities FLI
% Priority

SOCIAL 
CAPITAL

Promoting 
Transparent & 
Efficient Capital 
Markets

30 94 1 High • • • Medium   • Yes

LEADERSHIP & 
GOVERNANCE

Managing 
Conflicts of 
Interest 

37 76 3 Low • • • Medium   • Yes

Managing 
Business 
Continuity & 
Technology Risks

30 82 2 Medium • • • High • • • Yes
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APPENDIX IIB: Evidence of Financial Impact for  
Material Sustainability Issues
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APPENDIX III: Sustainability Accounting Metrics | Security & Commodity 
Exchanges

TOPIC ACCOUNTING METRIC CATEGORY
UNIT OF 

MEASURE
CODE

Promoting 
Transparent 
& Efficient 
Capital 
Markets

Discussion of alert policy regarding timing and nature 
of public release of information 

Discussion and 
Analysis

n/a FN0203-01

Number and average duration of (1) halts related to 
public release of information and (2) pauses related  
to volatility

Quantitative Number (#),  
time (hours) 

FN0203-02

Percentage of trades generated from automated  
trading systemsV

Quantitative Percentage (%) FN0203-03

Description of policy to encourage or require listed  
companies to publicly disclose governance, social,  
and/or environmental information

Discussion and 
Analysis

n/a FN0203-04

Managing 
Conflicts of 
Interest

Description of process to identify and assess conflicts of 
interest between the exchange's regulatory obligations 
and the interests of its members, its market operations, 
its listed issuers, and, in the case of a demutualized 
self-regulatory organization (SRO), its shareholders

Discussion and 
Analysis

n/a FN0203-05

Amount of legal and regulatory fines and settlements 
associated with fraud, anti-trust, anti-competitive, 
market manipulation, malpractice or other business 
ethics violationsVI

Quantitative U.S. dollars ($) FN0203-06

Managing 
Business 
Continuity & 
Technology 
Risks

Description of efforts to prevent technology errors, 
security breaches, and market disruptions

Discussion and 
Analysis

n/a FN0203-07

Number of significant market disruptions and duration  
of downtimeVII 

Quantitative Number (#), 
time (hours/days)

FN0203-08

Number of data security breaches and percentage 
involving customers’ personally identifiable 
informationVIII

Quantitative Number (#), 
percentage (%)

FN0203-09

V Note to FN0203-03 – Disclosure shall include a discussion of risks and opportunities (short and long-term) associated with  
  automated trading systems including algorithmic or high frequency trading. 
VI Note to FN0203-06 – Disclosure shall include a description of fines and settlements and corrective actions implemented in  
  response to events. 
VII Note to FN0203-08 – Disclosure shall include, for each disruption: the type and extent of the disruption, a discussion of the  
   root cause, and a description of any corrective actions implemented in response.  
VIII Note to FN0203-09 – Disclosure shall include a description of corrective actions implemented in response. 
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APPENDIX IV: Analysis of 10-K Disclosures | Security & Commodity 
Exchanges

The following graph demonstrates an aggregate assessment of how the top six U.S. domiciled companies, by revenue, in the security 
& commodity exchanges industry are currently reporting on material sustainability issues in the Form 10-K

0% 10% 20%  30% 40% 50% 60% 70% 80% 90% 100%

DISCLOSURE ON MATERIAL SUSTAINABILITY ISSUES

 NO DISCLOSURE BOILERPLATE INDUSTRY-SPECIF IC  

SECURITY & COMMODITY EXCHANGES

Promoting Transparent & Efficient Capital Markets

Managing Conflicts of Interest

Managing Business Continuity & Technology Risks
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