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ICE Clear Europe Limited

Strategic Report
For the Year Ended 31 December 2022

Introduction

The directors present their Strategic Report for ICE Clear Europe Limited ('the Company') for the year
ended 31 December 2022.

Principal activities and review of the business

The Company is primarily regulated in the UK by the Bank of England ('BOE') as a Recognised Clearing
House. It is also subject to regulation by the US Commodity Futures Trading Commission ('CFTC') as a
U.S. Derivatives Clearing Organization ('DCQ') and with the Securities and Exchange Commission ('SEC")
as a Securities Clearing Agency in the United States because the Company clears security-based swaps.
The Company is recognised by the European Securities and Markets Authority (‘ESMA") as a third-country
central counterparty (‘TCCCP’) under the European Market Infrastructure Regulation (‘'EMIR'); by the Swiss
Financial Market Supervisory Authority ('FINMA") as a foreign central counterparty; and by the Abu Dhabi
Global Market ((ADGM’) Financial Services Regulation Authority (FSRA') as a Remote Clearing House.

The Company is a wholly-owned subsidiary of IntercontinentalExchange Holdings, whose ultimate parent
and controlling entity is Intercontinental Exchange, Inc., ('ICE'), a corporation registered in Delaware,
United States.

As a clearing house the Company acts as a central counterparty, or CCP, that, for its clearing members,
becomes the buyer to every seller and the seller to every buyer. Through this CCP function, the clearing
house provides financial security for each transaction, for the duration of the position, by limiting
counterparty credit risk. The Company is responsible for providing clearing services to ICE group
exchanges ICE Futures Europe, ICE Futures U.S., ICE Endex, ICE Futures Abu Dhabi and in some cases
to third-party execution venues. Between these exchanges it clears options and futures contracts for
interest rates, equity index futures, energy products and agricultural products. Additionally the Company
clears OTC (predominantly) European Credit Default Swaps ('CDS') instruments.

The credit and performance assurance provided by the Company to clearing members is designed to
substantially reduce counterparty risk and is a critical component of the Company's contribution to
providing a reliable and secure marketplace for global transactions. The Company is designed to protect
the financial integrity of its markets by maintaining strong governance and rules, managing collateral,
facilitating payments and collections, enhancing capital efficiency and limiting counterparty credit risk. The
Company has a risk management program with both initial and ongoing membership standards.

The Company generally requires all members to deposit collateral in cash or certain pledged assets. The
collateral deposits are known as “initial margin”. In addition, the Company may make intraday initial margin
calls in circumstances where market conditions require additional protection. The daily profits and losses
due to and from the Company due to the marking-to-market of open contracts is known as “variation
margin”. The Company marks all outstanding contracts to market, and therefore pays and collects variation
margin, at least once daily. In addition to the margin collected, each clearing member is required to make
contributions to the guaranty fund which serves as a mechanism to provide additional protection in the
event of a clearing member default. The Company also has a layer of insurance to further protect from
clearing member default, see note 13.

Should a particular clearing member or participant fail to pay initial margin, provide their collateral, or make
a variation margin payment, when and as required, the Company may liquidate or hedge its open positions
and use the initial margin and guaranty fund contributions to make up any amount owed. In the event that
the defaulting member's deposits are not sufficient to pay the amount owed in full, the Company will first
use its contribution to the guaranty fund, often referred to as Skin In The Game, or SITG, to pay any
remaining amount owed. In the event that the SITG is not sufficient, the Company may utilise the
respective guaranty fund deposits, or collect limited additional funds from non-defaulting members on a
pro-rata basis, to pay any remaining amount owed.
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The Company continues to expand its product range and has launched a total of 3,890 (2021: 3,627) new
products since the launch of clearing in December 2008 (November 2013 for Liffe products). The Company
also clears 150 CDS indices (2021: 148) and 206 single name OTC CDS instruments (2021: 207). As a
performance measure, the Company tracks and reports on cleared contract volumes for its interest rate,
equity index futures, agricultural and energy derivatives. The following table presents cleared contract
volumes for the years ended 31 December 2022 and 2021.

Contracts
Total Volume Total Volume
2022 2021
000 000 Change %
ICE Brent Crude Futures and Options 266,853 272,686 (2%)
ICE Gas Oil Futures and Options 62,104 83,017 (25%)
ICE WTI Crude Futures and Options 49,625 53,911 (8)%
Emissions Futures and Options 10,839 15,740 (31%)
Financial Gas 212,630 170,713 25%
Financial Power 12,183 10,998 11 %
Financial Oll 42,330 45,013 (6%)
Agricultural commodity products 15,403 15,210 1%
Financial products (interest rates and equities) 606,344 602,084 1%
Other contracts* 91,428 125,164 (27%)
Total 1,369,739 1,394,536 (2%)

* Other contracts include ICE Heating Oil futures and options, ICE Unleaded Gasoline Blendstock
(RBOB) futures, ICE UK Natural Gas futures and options, ICE UK Electricity futures, ICE Coal futures
and options, LNG Freight, ICE Dutch TTF Gas futures and options, German Natural Gas futures,
Austrian Gas futures, Financial LNG, Financial NGL, Physical Environmental, Freight, Belgian Power
futures, Dutch Power futures, German Power futures and options, Financial Environmental, Italian PSV
Natural Gas futures, Italian Power futures and options, French Power futures, Spanish Power futures,
Nordic Power futures, Dubai 1st Line futures, UK NBP Gas 1st Line Financial futures, Dutch TTF Gas
1st Line Financial futures, Global Carbon Index futures and Nature-Based Solution Carbon Credit
futures.

The Company also tracks and reports on the gross notional volume cleared as a performance measure for
its OTC CDS instruments. The following table presents the gross notional volume cleared for the years
ended 31 December 2022 and 2021 (dollars in billions, except for percentages):

Notional Volumes

Total Volume Total Volume

2022 2021 Change %
CDS indices 2,387 1,534 56%
CDS single names 139 112 24 %
Total 2,526 1,646 53%
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Summary of the Company’s financial results

Year ended 31 December

2022 2021

$000 $000 Change
Clearing and other fees 1,305,802 1,409,792 (7%)
Net interest income on margin and guaranty funds 152,566 57,697 164%
Turnover 1,458,368 1,467,489 (1%)
Administrative expenses (319,991) (343,516) (1%
Operating profit 1,138,377 1,123,973 1%
Operating profit % 78% 77% 1%
Interest receivable 13,527 165 8098 %
Interest payable (2,344) (2,637) (11)%
Taxation (218,018) (213,181) 2%
Profit after tax (before dividends) 931,542 908,320 3%
Profit after tax % 64% 62%
Margin deposits and guaranty funds - Cash Initial margin 101,242,698 94,010,037 8%
Guaranty fund 4,161,961 4,175,457 —%

105,404,659 98,185,494

Margin deposits and guaranty funds - Non cash

Initial margin 74,963,867 58,155,723 29%

Guaranty fund 640,793 740,194 (13%)
75,604,660 58,895,917

Cash and short term deposits and investments 946,524 686,999 38 %

Net assets 1,194,872 1,037,926 15 %

Turnover decreased by $9,121,000, or 1%, for the year ended 31 December 2022, from the comparable
period in 2021 due to decreased clearing volumes, offset by increased net interest income on margin and
guaranty funds. Administrative expenses decreased by $23,525,000, or 7%, for the year ended
31 December 2022, from the comparable period in 2021, primarily due to relative decreases in certain
intercompany charges and legal and professional fees. As a result, operating profit increased by
$14,404,000, or 1%, for the year ended 31 December 2022, from the comparable period in 2021.

Dividends of $776,000,000 were declared by the directors and paid during the year (2021: $795,000,000).

Section 172(1) statement - Stakeholder engagement

The following disclosures describe how the directors have had regard to the matters set out in section
172(1)(a) to (f) and form the directors’ statement required under section 414CZA of The Companies Act
2006.

The Board oversees, counsels and directs management in the long-term interests of the Company, its
customers, shareholders and other stakeholders. It is the duty of the Board to serve as a prudent fiduciary
for shareholders, to oversee the management of the Company and to promote the success of the
Company. Board decisions are undertaken with regard to the success and long-term stability of the
Company for the benefits of its stakeholders and the Board is regularly engaged in business strategy, risk
oversight, financial reporting and corporate responsibility matters.
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The tables that follow on pages 4 to 9, describe how the directors have performed their duty to promote the
success of the Company as required by 172(1)(a) to (f) of The Companies Act 2006.

Stakeholder group

Form of Engagement

Key topics and impact of
engagement

Shareholder

Intercontinental Exchange, Inc., as
ultimate shareholder, and its affiliates
(“ICE Group” or “ICE”). ICE’s network
of exchanges, clearing houses, data
and technology services enables
market participants around the world
to raise and invest capital and
manage risk across global financial
and commodity markets.

The Company is an integral part of
this service offering as a provider of
clearing services.

The Company’s and ICE’s directors
and employees collaborate frequently
on projects and expertise is shared in
both directions in various ways
including through directorships with
affiliated companies and cross
functional management meetings.

Directors; Messrs. Sprecher and
Edmonds have executive
responsibilities elsewhere at ICE. Mr.
Sprecher is the Chairman and CEO of
ICE and Mr. Edmonds is the Global
Head of Clearing & Risk and Chief
Development Officer at ICE, both
attend the Company’s Board
meetings.

The Chair, Ms. Silver, is also a
member of the Board of ICE and the
President is a member of the ICE
Group Operational Oversight
Committee, or OOC, (as is the
Company COO) and participates in a
weekly senior management call for all
ICE global heads of business.

Key topics during the year were
development and prioritisation of
clearing services technology across
all ICE clearing houses;
harmonisation of risk management
methodologies; EU equivalence
determinations with respect to ICE's
clearing houses and the jurisdictions
in which they operate; the planned
cessation of clearing of CDS
contracts, the impacts of the Russian
invasion of Ukraine, including high
volatility in energy markets (and
consequent increases in margin
levels) and governmental and
regulatory responses (including the
imposition of and compliance with
sanctions and the EU market
correction mechanism).

The Company also engages with ICE
on global best practices for enterprise
risk management, treasury,
operations and other key functions.
Outcomes of this engagement
included technology releases;
enhancing clearing services and
default management capabilities.

People

Our people include colleagues directly
employed by the Company,
consultants and others who work
throughout the Group.

The Company’s long-term success is
predicated on the skills, commitment,
engagement and success of our
people and, in many functions, their
specific expertise required in the
provision of clearing services.

Engagement with our people includes
interactive ‘town halls’, and periodic
staff update meetings, often delivered
by members of the Board.

Feedback is gathered across a mix of
"always on feedback", employee
surveys and individual employee-
focused assessments. The President
regularly communicates the outcome
of this engagement with our people to
the Board and provides feedback on
various employee matters. There is
also an established whistleblowing
policy and procedure and a culture &
conduct dashboard which is
presented to the Board.

The Group continues to conduct a
biannual employee survey (most
recently conducted in 2022) and
feedback gathered on topics such as
collaboration, communication,
problem solving and leadership is
being used to develop our people’s
work experience.

Following the onset of the COVID-19
pandemic and over two years of
largely remote work for many
employees, we have demonstrated
that new ways of working are possible
and have adopted a tiered and
flexible work arrangement policy. The
new policy includes a mix of
homebased, office-based and hybrid
scenarios depending on the day-to-
day function of the role and the extent
to which each role manages people or
teams.
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Stakeholder group

Form of Engagement

Key topics and impact of
engagement

Customers

The Company’s customers are
clearing members, clients, exchanges
the Company provides clearing
services to (see principal activities
and review of the business section)
and the financial markets supported
by the Company’s clearing services.
The exchanges that the Company
currently provides clearing services
for are affiliated ICE Group
exchanges.

By delivering a clearing service that
drives operational and capital
efficiency with strong governance,
proven risk frameworks and capital
base, the Company, as a clearing
house, brings transparency, discipline
and security to financial markets.

Regular customer meetings (e.g. a
monthly Technology and Operations
call), and bilateral meetings at senior
management and operational level.

Clearing member, client and
exchange representation, where
appropriate, on the Company’s Client
Risk Committee (‘CRC’) and Product
Risk Committees (‘PRC’) (see our
Corporate Governance Arrangements
on page 17 onwards).

Clearing members are required to
participate in default drills run
periodically by the Company to
ensure familiarity with and
preparedness for a live default event.
Clients are encouraged to participate
in order to test porting of positions
between clearing members.

Collaboration by senior management
with, and Company membership of,
various industry organisations to help
further engage and understand
multiple perspectives from a variety of
clients and other stakeholders.

Continuous dialogue with clearing
members, clients and exchanges on
the regulatory landscape with a focus
on the anticipated expiration (in June
2025) of the UK's temporary third
country equivalent status from the EU
with respect to CCPs; the planned
cessation of clearing of CDS
contracts at ICE Clear Europe, and
the impacts of the Russian invasion of
Ukraine, including high volatility in
energy markets (and consequent
increases in margin levels) and
governmental and regulatory
responses (including the imposition of
and compliance with sanctions and
the EU market correction
mechanism).

Results and feedback by clearing
members from default drills, where
appropriate, may result in changes to
the Company’s policies and
procedures.

Suppliers

To support operations, ICE provides
various services to the Company
including those critical to the clearing
and settlement of contracts. The
Company uses technology owned
and developed by ICE, and related
services, to provide its clearing
services.

The Company also utilises a range of
other suppliers and service providers
which provide the Company with the
goods and services relied upon for
operations, ranging from large
multinational companies to smaller-
scale local service providers.

Management and the Board utilise the
mechanisms discussed in the
Shareholder section, on page 4, to
engage effectively with suppliers of
services from the ICE Group. In
addition, the Company has an
outsourcing policy which governs its
relationships with both internal and
external outsourced service providers.

The Company performs thorough due
diligence regarding its non-ICE Group
suppliers both during on-boarding and
on a recurring basis.

Management periodically hosts a
discussion forum for certain service
providers who provide financial
services to the Company and
routinely discuss service levels.

We expect all our customers to be
compliant with the Modern Slavery
Act and we work closely with our
suppliers to build on our knowledge
and promote best practice.

The key topic of engagement in
relation to the ICE Group suppliers
was clearing technology
development, see the Shareholder
section on page 4 for more detail. The
Company also engaged with its
suppliers regarding the planning and
preparation for the closure of the CDS
service, see principal decisions on
page 8 for more details.

Generally, any changes to services
and development initiatives are
worked on concurrently between the
Company and its service providers.

The Board receives updates on the
duty to report on prompt payment,
practices and performance. The most
recently published payment practices
report showed the average time to
pay an invoice was 30 days. The
Company continues to engage with
suppliers to improve workflow and
refine payment practices.
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Stakeholder group

Form of Engagement

Key topics and impact of
engagement

Suppliers (continued)

The Board approves the Company
Modern Slavery statement on an
annual basis.

Regulators and Policy Makers

The Company’s regulators are listed
in the ‘Principal activities’ section of
this report on page 1.

Effective engagement with the
Company’s regulators and policy
makers is fundamental to the
business which requires various
regulatory permissions to operate a
clearing house.

The Company is subject to ongoing
examination and inspection by its
regulators. Members of the Board and
senior management meet with the
Company’s regulators on various
topics and frequencies on an ongoing
basis.

Routine reports on a broad range of
data are provided to our Regulators.
Further, the Company shares
knowledge and expertise with
regulators, legislators and industry
organisations to contribute to the
development of policy initiatives.

Regulatory oversight and input extend
to the Company’s financial resources,
participant and product eligibility, risk
management, settlement procedures,
treatment of funds, default rules and
procedures, rule enforcement and
system safeguards.

Papers from Board meetings are
available to the Company’s principal
regulators including regulatory
compliance reporting produced on a
regular basis.

The Board agenda has been strongly
focused on regulatory issues this year
including those stemming from Brexit
such as EU third country equivalence
and recognition as a central
counterparty under EMIR. The
Company continues to develop its
recently formed regulatory
arrangements and relationship with
ESMA.

The Company continues to effectively
communicate and engage with
regulators to increase transparency
and market stability. Key topics in the
year included: price volatility, demand
for natural gas, the impacts of the
Russian invasion of Ukraine, including
high volatility in energy markets (and
consequent increases in margin
levels) and governmental and
regulatory responses (including the
imposition of and compliance with
sanctions and the EU market
correction mechanism).

The Company implemented an
Operational Resilience Framework, in
accordance with UK regulatory policy.

The ongoing discussions with
regulators regarding equivalence
contributed to the Company’s
approach with respect to EU
equivalence determinations with
respect to the UK.

Maintaining good relationships with
our regulators and ensuring
compliance with applicable legal and
regulatory obligations helps to
contribute towards maintaining high
standards of business conduct.

Community and society

The global financial market
community and wider society
including the environment are
stakeholders impacted by the actions
and continued success of the
Company.

The Company engages in
consultation and advisory activities
with governments, regulators and
policy makers on matters such as
clearing house recovery and
resolution.

Key topics of engagement included
regulatory developments, e.g. third
country equivalence and clearing
house recovery and resolution.
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Stakeholder group

Form of Engagement

Key topics and impact of
engagement

Community and society
(continued)

As a global systemically important
clearing house, the Company’s
business and success or failure
impacts the community in which it
operates and the wider society.

The ICE Group’s annual Sustainability
Report and more information about
ICE’s approach to ESG and
sustainability can be found by visiting:
https://www.ice.com/about/
sustainability-report.

This report addresses a range of key
topics that are also relevant for the
Company.

Staff Members and occasionally
Directors, present at industry events,
e.g. Eurofi, FIA and Institutional
Investors.

The global markets operated by the
ICE Group and supported by the
Company provide transparent,
market-based pricing to help
companies make better decisions
when allocating resources and
investing in more sustainable
technologies and innovative solutions.
ICE is a global leader in emissions
and renewable energy markets that
are cleared by the Company aiding
businesses in meeting government-
mandated emissions reduction targets
and other regulations.

We assess the impacts of our
suppliers’ products and services, and
engage with them whenever possible
to limit environmental impacts.

We believe that it's important to
create opportunities for ICE and its
employees to make a difference by
helping others in our communities.
We pursue that goal through financial
support and volunteering both our
time and talents using several
channels, including: an employee
matching program, ICE NYSE
Foundation, corporate sponsorships.

The Company clears futures and
options contracts for EU and UK
emission allowances, EU aviation
allowances, Certified Emissions
Reductions and RGGI allowances as
well as US emissions contracts and
carbon credits.

The Company operates a certified
environmental management system
to ensure that we meet and, wherever
possible, exceed compliance
obligations such as legal and
regulatory requirements, industry
standards and other voluntary
commitments related to our
environmental aspects.

ICE’s energy management program is
heavily focused on its data centres;
the Company’s UK data centre
electricity supply is 100% from
renewable energy sources.

The Directors' Report, page 22,
contains information on the
Company'’s streamlined energy and
carbon reporting.

The ICE Group’s Modern Slavery
Statement and GDPR Statements
have been published on the ICE
website and these statements apply
to the Company.

Principal decisions

The Company defines principal decisions as those made during the year that are material and significant to
any key stakeholder groups as defined in the Stakeholder engagement section of the Strategic Report. In
making the following principal decisions the Board considered the outcome from its stakeholder
engagement as well as the need to maintain a reputation for high standards of business conduct.

Decision Impact
Regulatory capital requirements
The Board reviewed and approved
the Company’s regulatory capital
requirements and the amount of
capital and financial resources
allocated to meet these requirements
(see note 15 for amounts).

Stakeholder considerations

Restricting and safeguarding
appropriate amounts of capital is a
fundamental consideration for all of the
Company’s stakeholders. The
Company seeks to ensure it has
adequate levels of capital to protect
against the risk of disruption to the
provision of clearing services to
customers or to be able to wind down
or restructure following a stress event.
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Decision

Impact

Stakeholder considerations

Regulatory capital requirements
(continued)

Holding sufficient capital to
safeguard against risk and meet
ongoing regulatory requirements is
necessary for the immediate and
long-term sustainability and success
of the Company and underpins the
business model. The Company
believes the regulatory capital
requirements to which it is subject
are expansive and comprehensive
and compliance with these regulatory
capital standards to adequately
protect against risk is of the highest
priority for the Board.

The Board has established a risk
appetite in respect of the minimum
capital and financial resources it is
acceptable for the Company to hold.
Capital held by the Company
includes, at all times, an additional
amount estimated to cover daily risks
faced by the Company that cannot
be reasonably quantified or forecast
but which may impact the capital
held to meet the capital
requirements.

The Company’s approach is to ensure
(i) capital held has sufficient headroom
to cover reasonable uncertain events
and (i) that it is robustly managed,
contributes to overall market stability.

Dividends

The Board reviewed and approved a
total of $776 million in dividend
distributions which were paid during
the year, see note 21.

The Board duly considered the
Company’s ongoing operational,
capital, regulatory and legal
requirements and incorporated
adequate contingency for reasonable
foreseeable future events in order to
assess suitability of making a
distribution. No alternative use of
capital was identified as having been
foregone in favour of the dividends
paid as all financial resources and
capital required for other principal
decisions made had been provided
for.

The Board considered the dividends to
be in the best interests of the Company
having carefully considered the impact
to all of its stakeholders based on the
information provided by senior
management at the time of each
dividend.

No single or combined stakeholder
groups were left disadvantaged or
lacking resources otherwise needed
following the dividend declarations.

Cessation of clearing of CDS
Contracts

In June 2022 it was determined that
the Company would cease to act as a
clearing house in relation to all
classes of CDS Contracts that it
currently clears. The proposed
withdrawal date is 27 October 2023.

The Company wishes to effect a
smooth and orderly closure of the CDS
contract category and, where
requested, to facilitate the re-
establishment by CDS clearing
members of their positions at
alternative appropriately licensed
clearing houses.
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Decision

Impact

Stakeholder considerations

Cessation of clearing of CDS
Contracts (continued)

Notification has been given that the
Company is terminating membership
of each of its CDS clearing members.
As regards CDS clearing members
for which CDS is the only relevant
contract category for which they have
clearing privileges, the notice is
effective in respect of the termination
of their clearing membership as a
whole. In respect of CDS clearing
members which also clear the F&O
contract category, terminations will
only be in respect of the CDS
contract category. In both cases the
termination close-out deadline date is
designated 27 October 2023.

CDS clearing members are subject
to certain obligations including, but
not limited to, the obligation to use all
reasonable endeavours to close out
all open positions in CDS contracts
prior to the withdrawal date.

Any CDS contracts which are not
finally settled by the withdrawal date
may be terminated and cash settled
by the Company.

The CDS Guaranty Fund will not be
reset until the withdrawal date when
returns of member contributions will
take place.

In order to achieve this a suitable
notice period has been provided to
members and the Company continues
to be available for any member queries
regarding the cessation.

Board appointments

In September 2022 Mr. Dermaux was
appointed to the Board.

Mr. Dermaux brings extensive
experience in Risk Management,
Asset Management and Capital
Markets with the related skills serving
the needs of the Company and its
stakeholders. For details on the
Company’s nomination procedure
refer to the corporate governance
section within Directors’ Report.

The appointment of a Director is
subject to a rigorous procedure
performed by the nominations and
compensation committee of the
Company, where appropriate in
consultation with ICE Group. This
procedure includes interviews with
various members of management,
Board members and regulators.
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Principal risks and uncertainties

The management of the business and the execution of the Company's strategy are subject to a number of
risks:

1.

Global economic, political and financial market events or conditions may negatively impact the
Company including the impact of climate change and the transition to renewable energy and a net zero
economy.

. The Company's business and the business of many of the Company's clients has been and continues to

be subject to extensive legislation and regulatory scrutiny, and the Company faces the risk of changes
to its regulatory environment and business in the future. The Company's compliance and risk
management methods, as well as its fulfillment of its regulatory obligations, might not be effective, which
could lead to enforcement actions by its regulators. The Company faces the risk of significant actions by
regulatory and tax authorities and could be subjected to new or substantially higher taxes or other
governmental charges in connection with the undertaking of its business.

. The Company's business is subject to the impact of interest rate levels, inflation, financial markets

volatility, including the prices and interest rates of the underlying derivative products cleared, which may
be caused by conditions that are beyond the Company's control.

. As a clearing house, the Company is exposed to risks, including risks related to defaults by clearing

members, risks related to investing margin and guaranty funds (including the Company's contribution)
and risks relating to the cost of operating a clearing house.

. A decline in the value of securities held as margin or guaranty fund contributions or default by a

sovereign government issuer could pose additional risks of default by clearing members.

. The Company faces intense competition. If the Company is unable to keep up with rapid changes in

technology and client preferences it could negatively impact its competitive position. The Company may
not be successful in offering new products or technologies or in identifying opportunities and damage to
the Company's reputation could be incurred. Financial benchmark reform (LIBOR) and the evolution of
energy benchmark products are factors that could have an adverse impact on transaction volumes.

. The Company's systems and those of its third-party service providers are vulnerable to cyber-attacks,

hacking and other cyber security risks, which could result in wrongful manipulation, disclosure,
destruction, or use of our information or that of a third party, or which could make the Company's
members unable or reluctant to use its clearing services.

. The Company relies on intercompany and third party service providers and other suppliers for a number

of services that are important to the business. An interruption or cessation of an important service, data
or content supplied by any party, or the loss of an exclusive license, could have a material adverse
effect on the business.

. The Company's success largely depends on key personnel, including senior management, and having

adequate succession plans in place. The Company may not be able to attract, retain and develop the
highly skilled employees needed to support the business.

10.Pandemics or other public health emergencies, including the emergence of new COVID-19 variants

resulting in another pandemic, could adversely affect the Company, results of operations and financial
condition.
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The directors believe the following to be key risks:
Regulation

Policy intervention to address high energy prices

Various legislative proposals in the EU have been adopted to address high energy prices and impact ICE
Endex, the primary European exchange for the benchmark European gas contract, and the Company,
which clears ICE Endex contracts. These policy interventions include price limiting mechanisms for
exchange-traded gas products and a new LNG import benchmark. In December 2022, the EU adopted a
price cap on certain Dutch Title Transfer Facility, or TTF, derivatives traded on ICE Endex effective
February 2023. ICE Endex changed its Rulebook to promote compliance with the Market Correction
Mechanism Regulation (MCM Regulation), effective 15 February 2023. Once the MCM Regulation enters
into force, the Rules of ICE Endex will forbid market participants from submitting orders to the exchange
order book in TTF derivatives above the price cap when the correction mechanism is activated, unless
clients are eligible to make use of the exemptions granted in the Regulation.

At the end of each trading day, ICE Endex determines and publishes settlement prices for all contracts
listed on the exchange. The existing methodology and approach used to determine and publish these
prices will remain unchanged to ensure that settlement prices continue to reflect fair market value of TTF
futures and option contracts. This may mean that settlement prices of TTF futures and options may deviate
from the price cap when it is not reflecting fair market value.

In order to continue to provide customers with continued market access so that they can be supported in
their need to manage risk, seamlessly hedge, and access and participate in the price discovery process,
regardless of the level of the natural gas price, ICE launched a parallel market for TTF futures and options
contracts on ICE Futures Europe, to be cleared by the Company, on 20 February 2023.

In December 2022, a coalition of G7 and other nations set the price of certain Russian crude oil at or below
$60 a barrel, which impacts the services offered to clients. Global leaders continue to discuss the
implementation of additional sanctions against Russia.

Recognition of our Businesses in Foreign Jurisdictions and Continued Access by Market
Participants

In February 2022, the European Commission extended the temporary equivalence decision that allows
continued access by EU firms to clear trades at U.K. CCPs. In March 2022, ESMA extended the
Company’s temporary recognition and tiering decision to June 2025. ICE Futures Europe will continue to
be able to permit access to its platform from relevant EU jurisdictions and ICE Endex will continue to be
able to permit access to its platform from the U.K. The absence of an equivalence decision by the EU for
U.K. trading venues, however, may result in increased costs for certain EU market participants, which could
impact trading on ICE Futures Europe. Additional impacts and the potential for regulatory changes remain
uncertain at this time.

Changes to EU Regulation of Clearing Services

In December 2022, the European Commission published legislative proposals on clearing services,
amending the European Markets Infrastructure Regulation, or EMIR. The European Commission aims to
encourage clearing in the EU and reduce exposure to non-EU CCPs, potentially impacting the clearing of
certain Euribor contracts at the Company.

CCP Resolution

In March 2022, the U.K. Treasury published a feedback statement and status update on its plans to
enhance the U.K.'s regime for resolution of CCPs in the event that they fail. This is intended to expand the
prior regime which was not in line with U.K. Financial Stability Board guidance issued subsequently. Many
of the parameters of the new regime have yet to be finalised and will be subject to a consultation process
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by the BOE which will be the resolution authority for CCPs in the U.K. However, the parameters will include
increased CCP contributions to the default fund.

Global Market Conditions

The Company is affected by global economic conditions, including macroeconomic conditions and
geopolitical events or conflicts. During 2022, macroeconomic conditions, including rising interest rates,
recent spikes in inflation rates and market volatility, along with geopolitical concerns, including the war in
Ukraine and the sanctions and other measures that have been and continue to be imposed in response to
the war, created uncertainty and volatility in the global economy and resulted in a dynamic operating
environment.

From an operational perspective, the Company has not suffered a material negative impact as a result of
these events in Ukraine and the surrounding region. Due to market volatility and rising interest rates, the
Company have seen increased volumes across a number of products.

The Company expects the macro environment to remain dynamic in the near-term, and continues to
monitor macroeconomic conditions, including interest rates and inflation rates, as well as the uncertainty
surrounding the extent and duration of the ongoing conflict between Russia and Ukraine, and the impact
that any of the foregoing may have on the global economy and the Company.

An overview of risk exposures and risk management

The Company’s Board is actively involved in overseeing the Company’s performance against its objectives
as part of standard governance processes. The Chair keeps the performance of the Company’s Directors
under review and an annual self-assessment coordinated by the Company Secretarial Department is
undertaken by the Board.

The Board, the Board advisory committees and the Executive Risk Committee receive regular reports on
the Company’s risk profile and assess the Company’s performance by reviewing risk reporting, operational
risk reports, financial statements and compliance reports on a periodic basis. Risk reporting includes
emerging risks, the status of the risk indicators and residual risk levels.

The risks that the Company is exposed to are similar to those faced by other financial market institutions.
The Company's risk taxonomy provides a categorisation and terminology for certain risks that the Company
is considered to have the greatest exposure to and breaks these down into subsequent categories. The
Board has set the following high-level Risk Appetite statements expressing the level of risk the Company is
prepared to incur or be exposed to:

Financial Risk
Provide sufficient protections to ensure the ongoing viability and financial sustainability of the Company by
mitigating the impact of clearing member defaults and adopting a conservative approach to minimise risks

from investment activity.

Operational Risk

Minimise operational risks to ensure business continuity and market stability during normal and stress
markets, maintain a robust customer service and reduce the probability and severity of unexpected
impacts, including those arising from outsourced activities or services.

Legal & Regulatory Risk

Fulfil all relevant legal and regulatory requirements to maintain the Company’s licenses to operate.
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Information Security (including Cyber Risk)

Minimise the Company’s information security and cyber risks to avoid disruption of clearing services,
maintain a robust customer service and reduce the probability and severity of market disruption.

The Company aims to identify and mitigate its risks through robust risk management and risk governance
frameworks. These frameworks are designed to promote safety and efficiency and support the stability of
the broader financial system, other relevant public interest considerations and the objectives of relevant
stakeholders. Overall, they aim to ensure that the effects of potential default losses and non-default losses
are identified and evaluated based on extreme but plausible stress scenarios. The risk management
framework comprises, inter alia, risk management policies and procedures, operational policies and
procedures ( for example membership, finance, treasury, operations etc.), and Rules and Procedures which
seek to ensure that clearing members properly manage and contain the risks they pose.

The Company assesses the impact of default losses incurred due to clearing member default. In the event
of a clearing member default, the Company’s primary objective is to maintain an uninterrupted and orderly
clearing service in order to minimise effects upon non-defaulting clearing members. It does so by
transferring, closing out or porting positions and by limiting liabilities or losses. By doing so, this protects
the stability of the markets. The Company has extensive powers under its Rules, supported by legislation,
that allow it to achieve this objective. This includes defining what would constitute an Event of Default. The
Rules provide the Company with the power to promptly close out or manage the positions of a defaulting
clearing member ( including transferring positions, collateral and assets to another clearing member) and to
apply the defaulting clearing member’s collateral or other resources subject to regulatory approvals. The
Rules also permit the Company to liquidate positions and margin of customers of the defaulting clearing
member, and empower the Company to draw promptly on these Financial Resources to the extent
permitted by the Rules and applicable law. The Company anticipates liquidity and contagion risks.

The risk of non-default losses incurred due to business and/or operational risk events arising is assessed
as well as macroeconomic events such as a worldwide financial crisis or conflict. In the circumstances of a
non-default loss, the Company will assess the cause of the loss and any implications on the Company
being able to continue to satisfy its obligations as they fall due. The Company has certain rights to
mutualise certain non-default losses under its Rules and the Company will determine whether and on what
basis fresh capital would be provided.

In the event that attempts to recover from losses that exceed the Company’s pre-funded resources fail, the
Company’s wind down plan may be invoked, following consultation with regulators and clearing members.

Financial Resources

The Company requires all clearing members to deliver cash or certain assets by way of pledge or title
transfer as margin and guaranty fund contributions. Assets other than cash may include government
obligations, nongovernment obligations or on rare occasions gold, to guarantee performance on the
clearing members' open positions. The Company may make intraday margin calls in circumstances where
market conditions require additional protection. The daily profits and losses from and to the Company in
respect of marked-to-market open contracts are known as 'variation margin'. The Company marks-to-
market all outstanding contracts, and therefore pays and collects variation margin, at least once daily, and
in some cases multiple times throughout the day. Marking-to-market allows the Company to identify any
clearing members that may be unable to satisfy the financial obligations resulting from changes in the
prices of their open contracts, before those financial obligations become exceptionally large and jeopardise
the ability of the Company to ensure the financial performance of clearing members' open positions.

The Company requires that each clearing member contributes to pre-funded funds known as the 'Guaranty

Funds'. The Guaranty Funds are used in the event that margin cover of a defaulted clearing member is
insufficient to fully cover default losses.
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