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THE DEPOSITORY TRUST & CLEARING CORPORATION

UNAUDITED CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

{In th ds, excepi for share daia)

As of December 31,

014 2013
ASSETS
CURRENT ASSETS
Cush and cash equivalents - S21008 and S0 0 December 31, 2004 and 2013, respectively -3 TR0, 734 £ F18020
related 1o conseklated vanable interest entity
Reverse repurchas ¢ agrocments 10000 .
Purticipanis’ segregated cash 42,000 118,212
Accounts reeeivable - net of allowance for doubtiul seeounts of 4,102 and $3380 m
Diecomber 31, 1004 and 2003, respectively 187,731 147307
Partic und eloaring fund:
Cush doposits 4,188,257 14,284,239
Tnvestments in marketable securiies DR 200000
Internpembilily cash depasils - 111453
Onher deposits - socurities ot fair value T.704,359 BSS3.HO
Other participant assets 517,577 585,576
Oher cument s sets TR A 735012
Total current assets 23,829,387 24862605
MOM CURRENT ASSETS
Premises and equipment - net of aceumluted depreciation of $491,033 and
435,722 a1 December 31, 2013 and X3, respectively 28413 353,491
Good will 5,535 65535
Intanpibke assets - net of acoumulyied anmonization of S64E2ET xnd SEES.OH0 o
December 31 2004 and 2003, nespectiv SIBE22and 0 at December 31, 2014 and 2003, 56488 SOO850
reapectively. olated to conselidated vaable miarest antity
Equity methos) mves iments 23,008 10,158
Other nom-cument assels - S2.252 and S0 Decomber 31, 2004 and 2013, res poctively., related 1o 0,034 348730
consolidated variahke interest entiny
Total non-cument assels 1244770
TOTAL ASSETS £ 35,142,106 £ 26 107,375
LIABILITIES AND S HARBHOLDERS" POUTTY
CURRENT LIABILITIES
Accounts pavable - $5043 nnd S0at December 31, 2004 and 2003, respectively, related to 3 147,647 £ | 38,908
slidated varahle interest entity
Famicipamt and cloaring fund:
Cush doposits Id, 588,857 14415652
Cnher deposits - securities m fir value 7,704,359

Payabie o pani
Clarrem poion of long wrmddels

£Y

Ouhiercurment. liabilities 195,186
Total cument linhilities B X767
MOM-CURRENT LIABILITIES
Lo g -team debi and T bomowings AR M0 LT )
ston and post setirement benefite 36,404 223,740
Onhor me W i e - 830 and 30 an Deoceniber 31, 2008 and 2003, respectively, AR5.062 IRA T
related 1o caonsallated varmablk inleresl enlily
Total non-curment liak ki 1.1 085S 1073442
Total liabilities 24,161,639 251001 3%

COMMITMENTS AND CONTINGENT LIABILITIES (Note 19)

SHARFHOLDERS' BQUITY
Prefomed stock:
Series A, 30,50 par value - KRN s hases auihorized, ssucd fabove par),
Beries B, S050 par value « 10,000 shares authorised, Bsued (obove par), and out
Common stock, ST

walie - 28500 s hares authoniaed, 23685 shaws Bsued and oulstanding

i capital
Retained cumings
Treasury stock 42
Accumulaicd oiher comprehensive boss, net of tax 172,997 (s
Non-contmling inensis 1k RS 1 S400000
Toial sharchoklers' equity R 6T 10005, 2 0
TOTAL LIABILITIES AND SHAREHOLDERS EQUITY 5 5. 42,336 %

See notes W unaudived cons alidaned fina

chall statemeEnts,
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THE DEPOSITORY TRUST & CLEARING CORPORATION

UNAUDITED CONSOLIDATED STATEMENTS OF INCOME

{In th ds)
Faowr the vears ended December 31,
2014 2013
REVEMLUES:
Settberment and axsel services L1 422 143 5 453,826
Clearing services 410659 7RIS
Data services 3060567 95,080
Reposilory scrvices 208885 123,530
Investment product serviees 99,109 54,590
Onher services 33,703 45,734
Investment income D554 =
Income from equity method investments - 20,037
Total revenues 1.493.710 1,236,681
EXPEMSES;
Enployes compensation and related benefits 594.731 495,131
Information technology 137782 127963
Professional and other services 389757 XK952
Oceupancy 42229 55812
Deprecintion and amortizalon 1599, 398 140,004
Ouher general and administrative TI480 8357
Total cxpenscs 1437277 1.127.224
Towaloperating income 56,333 1457
NON-OFERA TING (EXPENSEy INCOME:
Interesi income S5 9,189
Refunds 1o participants 16.381) (1553
Intcrexi cxpensc (19.513%) (14,285)
Income from equity method imvestments 418 .
Impairment on equity method mvesiments - (4,978)
Oiher income L6ST 120,415
Total non-operting (expense) income (15.374) 102,788
Income before taxes 40959 212,245
Provision for income taxes 22342 57630
Mei income 18717 154,615
Met (loss ) income siributable to non-controlling inerests (1381 2a0)
Met meome attributable 1o DTOC § 32527 3 134,375

See notes (o unavdiied conzolidated financial
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THE DEPOSITORY TRUST & CLEARING CORPORATION

UNAUDITED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

{In th ds)
For the years ended December 31,
2014 2013

Metincome 5 18717 8 154615
OTHER COMPREHENSIVE (LOSS) INCOME - Net ol tax
Defined henefit pension and other plans:

DTOCT) (75.204) 97,100
Curmeney tranmskition:

DTCOC{2) (199 3038
Derivative ingtuments:

DTCC(3) - M6
Amounts reclassified fromother comprehensive income, net of tax (4) 6,437
Other conprehensive (loss ) income (65,946) 100454
Comprehensive (boss) income (50.329) 255099
Comprelensive (Joss ) ncome anibutable 1o non-contmoling intefess (13.810) 240
Comprehensive (koss ) income attributable w DTOC 5 (36419 8 254,359

(1) Amounts are net of (henefit) provisions for ncome taxes of $(31.298) and $72,279 for 2014 and 33, respectively.
(2) Amounts are net of provisions for income taxes of $0and $1,006 for 2014 and 2013, respectively.

(3) Amounts are net of provisions for income taxes of S0and S231 for 2004 and 2003, respectively.

(4) Amounts are net of provisions for income taxes of 53,260 and 30 for 2014 and 2013, respectively.

See notes 10 unaudited consolidated financial statements.
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THE DEPOSITORY TRUST & CLEARING CORPORATION

UNAUDITED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

{In th ols)
Avcvmmlsicd Giher
o bur Income (L ), Net aof T
Tefimcd
Bealil
Frmion Hoae Total
Freferred Stk Commnn Paldkln Rectained Earning: Tremery  amddiher Currency Therhative contralling Sharchulders"
Serbea A Serbe B Stok Caglial Apgrogelaied 1 st Sioxk Plans Transatien s it Balerests I
HALANCE - December 31, 32 s M & % FEV I ST T 1 N S I S a $ pama 741137
Nt income . . . . . 154613 . 240 L
Cxhcrcomprehcm v incoms : = = : E i : s Lo 16 : e
Transier ol appropriated mizinod camings . . 421300 AiHm
Capitil cont it
Divilend 1 o <on msling imteresis . - : - . ? - a2 2300
BALANCE - Decerber 31, 203 P T I P ST I 3 snmr & @m & e § 0 gy 4 (08§ me § Lo0e 23
Mt v (i) . - - - 087 - [IEEE IR7T
Oxhercomprehems ive ks = o - N - B 1504 i N ¥ Tk
At s el sillod fromcomprchensive
COme. . v * 4 * LT L. ] . hAST
Chateibation fm noscon i mling lscres s w0 BTy
Dividend tnolisg itcrests . . . . . . . . . . 2400 240
BALANCE: Decenher 31, 1914 s W §  wn s w6 5 W s 5 L N S Y Iy, ET R K 5 Mosm LT

ldstcd fimancial stsemonts
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UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

THE DEPOSITORY TRUST & CLEARING CORPORATION

See notes o unsudited consolidoied financial stalements

{In th ds)
TFor the yoars endked Dees nibr 1,
24 2013
CASH HLO ROM OPERATING ACTIVITIES:
Mol e [Lorl bl 154615
Adpctments to reconcile net incomne 1o net cash provided by (used in) opersting notivities:
Depreciation and amonization 199 3095 L o0
Loxs on disposal of equipment - 2930
3204 -
2430 b
e of nuan giblke assom RO -
Amount reelassificd from other comprehensive incons: a2 .
Chnin on Owgeo scquisition - (129,58 1)
Impaiment on equity methed invesiment : 4978
Net premium amonised on investments in marketable securitics {130} 5
Defemed income tnxes 3T TH,224
D tribution fromequity method investments - net of camings B0 037}
ngg s sels and Bubilities:
= 175151
43y (T.002H
(AHAS6) 213
48250 06510643
Loretd (RIS
iDecrense) ncrense in paysh ke o part| (1244525 (STLESOH
Inerease in other liabilities 4150 5225
Increase (decnease ) in pens on and post retiiement benefits g bt (93,214
Decnease in participant and chearing fund cash deposits 1500000 6654
Met cash provided by ope 271,360 B2
ASH FLOWS FROM INVESTI ACTIVITIES:
dartable seeurities SO0 36043
naguiresd = (190 318)
s ol investments n detable seeurities (SO0 (AD0000R
Change im <egregoted cash T3y (57.420)
Puschase of equity method investment (17 500 RUNETT
Purchase of neverse repurchice ngreemenis IOy i
Purchases of softwane (1474060 [LEREL I
Pumchases of premises and cquipment (53954) (I6ES1y
Mt cash (used in) investing acrivities (241EYT) (i3, Tasy
CASH FLOWS FROM FINANCING ACTIVITIES:
Payments to non-<ontrolling invenes s A2y 2Ty
Proceod s fron n-contolling intorcsis 240K -
Proceod s fromissuance of dobt and ST 23204
Principal payments on debl and cu (11427 (3L
Net caih fused ind provided by financing activitios E5610) 07020
Effect of foreign exchunge mte changes on cosh and cosh equivakems {199 038
Met ddecrease) increase in cash ind cash equivakents (e A ] 193062
Cash and cosh cquivalents - Beginning of year BIBA20 624,058
Cashamd cash oquivakonis - End of year T HIB020
SUPPL NTAL MSCLOSURES,
Non-cash financing activity - copitalized lease 8206 61075
Income twees paid = net of refunds A0 SOy
Intenes |t pakd PAZT 10LATT
Aequisiton:
b value of assets aequined 360,678
ilithes assumed 6 T
Cnin on proviowsly ex<ting cquity method nvesiment [RE Y
Coodwill 57699
Tedal purchase prive 23,000
Cash ayuired (HLEET
190415
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THE DEPOSITORY TRUST AND CLEARING CORPORATION

UNAUDITED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31 2014 AND 2013

1. BUSINESS AND OWNERSHIF

The Depository Trust & Clearing Corporation (D'PCC) is a holding company that is the parent company of various
operating subsidiaries including The Depasitory Trust Company (DTC), National Securities Clearing Corporation (NSCC),
Fixed Income Clearing Corporation (FICC), Omgeo LLC (Omgeo), DTCC Denw/SERV LLC, DTCC Solutions LLC,
European Central Counterparty Limited (EuroCCP), Global Markets Entity Identifier (GMEI, and Avox Limited (Avox),
collectively. the “Company” or “Companies.”

Suhsidiaries

DTC is a limited-purpose trust company under New York State banking law. a member of the Federal Reserve System. and
a clearing agency registercd with the U.S, Securitics and Exchange Commission (SEC), DTC provides central secunitics
depository, settlement and related services to members of the financial community.

NSCC is a clearing agency registered with the SEC that provides various services to members of the financial community,
consisting principally of securities wrade capture (validation and comparison), clearance, netting, and risk management
services.

FICC is a clearing agency registered with the SEC that provides various services fo members that pariicipaie in the
government and mongage-backed securities murkets, consisting principally of automated real-time rade comparison,
netting, settlement, trade confirmation, risk management, and electronic pool notification. FICC has two divisions, the
Government Securities Division (GSD) and the Morigage-Backed Securities Division (MBSD),

Ohmgen LLC was previously a joint venwre between DTCC and Thomson Reuwters (Thomson), providing post-trade
processing and other related services primarily 10 financial institations, On October 1, 2003, the Company acquired 49.94%
of the outstanding common stock of Omgeo LLC it previously did not own.

DTCC Deriv/SERV LLC, through its subsidiaries and affiliates, enhances transparency and provides operational efficiency
fior the derivatives market. Its rade repositories support a multitude of data submissions including real-time price reponting,
transaction details, confirmation records and valvation data, Iis Warchouse Trust Company subsidiary provides life cycle
event processing including credit event processing and payment reconciliation/netting.

DTOC Sofutions LLC provides information and technology solutions that help Mnancial institations manage risk and create
more efficient internal processes.

EuroCCP was a Registered Clearing House {RCH) in the United Kingdom regulated by the Bank of England (BOE).
EurcCCP provided a pan-European clearing solution offering the economies of scale and risk management expertise of the
U5, market w Buropean market participants. EuroCCP and the European Muliilateral Clearing Facility NV, (EMCF)
completed a transaction o combing the two entities, which was named Ewropean Central Counterparty M.V, (ECCP N.V.).
The new company is equally owned by the stock exchanges BATS Chi-x Europe and NASDAQ OMX and by ABN AMRO
Clearing Bank and DTCC. Following the merger, all cliens and related funds were migrated to the ECCP N.V., as of May
1, 20014 and EuroCCF's operations have subsequently been ceased as of June 30, 2004,

GME] is responsible for developing and maintaining the Commodity Futures Trading Commission (CFTC) Interim
Compliam Identifier (CICI) Uiliny

Avox validates and maintains business entity reference data, including corporate hierarchics, registered address information,
indusiry sector codes, and company identifiers. The members of DTOCs clearing agencies and RCH are collectively
referred to as Participants,
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation. The accompanying unaudited consolidated financial statements have been prepared in accordance
with generally accepted accounting principles in the United States, The unaudited consolidated financial statements include
the accounts of the Company, its wholly owned subsidiaries, and unaudited consolidated Variable Interest Entities {VIEs).
Intercompany accounts and ransactions have been eliminated in consolidation,

The Company applies the “VIE subsections al Accounting Standards Board (FASB) Accounting Standards
Codification {(ASC) 810, Conselidarien, which provide guidance on how to identify a VIE and how to determine when
assets, liability

Gy |mu1-r.'|mln1|[ing interests, and results of upursli(m of a VIE need 10 be included in the Cumpam)"s.
unaudited consolidated financial staements. Accounting guidance on the consolidation of variable interest entities is
included in ASC 810 Consolidarion, ASU 2009-17 “Improvements w Financial Reponiing by Emerprises Involved with
Wariable Interest Entities”, Where the Company holds current or potential rights that give DTCC the power (o direct the
activities of a VIE that most significantly impact the VIE's economie performance, combined with a variable interest that
gives DTCC the right 1o receive potentially sigmificant benefits or the obligation o absorb potentially significant losses, the
Company is deemed 1o have a comrolling financial interest in thar VIE. Righis held by others 1o remove the pany with
power over the VIE are not considered unles e party can exercise those rights unilaterally, When changes occur 10 the
design of the entity. the Company may reconsider whether it is subject to the VIE model (see Note 4).

Use of Estimates. The preparation of financial stalements in conformity with generally accepred accounting principles in
the

ed States requires management 1o make estimates and assumptions that affect the amounts reported in the wnaudited
consolidated financial statements, Management makes estimates regarding the collectability of receivables, the outcome of
litigation, the realization of deferred taxes, the recognition of uncertain tax benefits, fair value measurements, and other
matters that affect the reported amounts. Estimates, by their nature, are based on judgment and available information;
therefore, actual results could differ materially from those esiimates,

Acquired Businesses, The Unandited Consolidated Statements of Financial Condition and Unaudited Consolidated
Statements of Income include the resulls of acquired businesses accounted for using the acquisition method of accounting in
accordance with FASB ASC Topic 805, Business Combinations and equity invesuments, from the dates of acquisition, The
acquisition method requires the Company to recognize the fair value of the assets acquired, liabilities assumed, and any non-
controlling interests in the acquireg on the date of acquisition. The excess of the Fair value of the purchase consideration
over the identifiable assets and liabilities is recorded as goodwill. The Company may record adjusiments to the assets
acquired and liabilities assumed with an offsei i0 goodwill during the one=year measurement period. Afier the measurement
period, any adjustments will be recorded through the Unaudited Consolidated Statement of Income.

Equity Method Investments, Equity method investments of less than a majority, but at least 20% ownership where the
Company can exert significant influence over the operations of the investment, are accounted for using the equity method,
The investments are initially recognized at cost. Earnings are recorded through the Unaudited Consolidated Statement of
Income in the period earned. Dividends are recorded as a reduction in the investment account.

Non-Controlling Interests. Non-controlling intereses included in permanent equity are adjusted for the income or (loss)
attributable to the non-controlling interest sharcholders and any disiributions to those shareholders,

Cash and Cash Equivalents. All highly liguid investments purchased with an original matority of three months or less at
the dute of scquisition are classified as cash and cash equivalents, Cash equivalems consist primarily of highly liquid
imvestments in time deposits held in banks and overnight commercial paper bank sweep deposit investments.,

Reverse Repurchase Agr Reverse rep agreements provide for delivery of cash in exchange for securities
having 2 fair value of at least 102% of the amount of the agreemems, Securities purchased under reverse repurchase
agreements are typically ULS. Treasury and agency securities. Reverse repurchase agreements as of December 31, 2014 and
20013 were S100.000,000 and S0, respectively, and are recorded at the contract amounts,
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Participanis Segregated Cash, The Company receives cash in exchange for the exclusive benchit of the Participants’
customers for the Participants” compliance with SEC rule 135e3-3 (customer protection) and interoperability with other
central counterparties (CCPs).

Investments in Marketahle Securities, The Company™s investments consist principally of U.S. Treasury securities. The
maurity of marketable securities is typically 12 months or less, All of the marketable securities are classified as held w
maturity and are recorded at amortized cost. The Company intends and has the ability 1o hold all held-to-maturity securities
to maturity. The Company does not imend w0 reclassify any amoumt of held-two-maturity investments to available-for-sale or
trading investments.

The Company performs a periodic review of its investment portfolio for impairment. A debt security is considered impaired
if its fair value is less than its carrying value, The decline in fair value is derermined w be other-than-tiemporary impaimment
if () the Company has the intent to sell the impaired debt security or (b) it is more likely than not that the Company will be
required to sell the security before the recovery of the amortized cost. Additionally, regardless of whether there is intention
to sell or requirement to sell, if the Company does not expect 1o recover the entire amortized cost basis, the impaired debd
security is considered to be other-than-temporarily impaired. The Company does not intend 10 sell those secorities and it is
not more likely than not the Company will have w sell,

Fair Value Measurements. The j_!,uid.‘lm:l: related to “Fair Value Measurements™ included m FASB ASC Tu|1i¢ B2 defines
fair value as the price that would be received 1o sell an asset. or paid to transfer a liability. in an orderly ransaction between
market participants at the measurement date and establishes a framework for measuring fair value,

Valuarion Hierarchy. FASB ASC Topic 820 established a three-level valuation hierarchy for disclosure of fair value
measurements based upon the transparency of inputs to the valuation of an asset or liability as of the measurement date. An

assel’s or liability™s fair value measurement level within the fair value hierarchy is based on the lowest level of any input
than is significant to the fair value measurement. The three levels of the fair value hierarchy are deseribed as follows:

Level | — Inputs 10 the valuation methodelogy are unadjusted quoled markel prices for identical assets or liabilities in
active markets as of the valuation date.

Level 2 — Inputs to the valuation methodology are other than unadjusted quoted market prices for similar assets and
liabilities in active markers, which are either direetly or indirecily observable as of the valuation dae or can be derived
principally from, or corroborated by, observable market data.

Level 3 — Inputs to the valuation methodology are unobservable and significant to the Fair value measurement,

Financial Insiruments Measwred ar Fair Value, The Company has established processes for determining fair values. Fair
value
transactions are not available, the Company determines fair value using discounted cash flow analyses or performing
comparisons to similar instruments. Discownted cash flow analyses are dependent upon estimated future cash flows and the

15 based wpon quoted market prices in active markets, where available,. Where quotes from recent exchange

level of interest rates,

Financial Instruments Not Measured at Fair Value, The carrying amounts of financial insiruments {i.e.. monetary assets and
liabilities) are determined under different accounting methods. As discussed in Note 11, Fair Value Measwrements, these
imstruments are discussed on a uniform fuir value basis. However, active markets do not exist for a significant portion of
these imstruments, For financial instruments where quoted prices for identical assets and liabilities in active markets do not
exist, the Company determines fair value using discounted cash Mow analyses and comparable pricing of similar
instruments.

Financtal Insirumenis Measured ar Fair Value on @ Non=-Recurring Bosis. The Company has esiablished processes for
determining fair values. Where quotes from recent exchange transactions are not aveiluble, the Company determines fair
value using discounted cash flow analyses or comparing similar insiruments. Discounted cash flow analyses are dependent
upon estimated future cash flows and the level of imterest rates.
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The Company uses recently exccuted transactions, as well as other observable market data such as exchange data,
brokerfdealer quotes, thind panty pricing vendors and aggregation services for validating the fair values of financial
instruments. The Company assesses the external sources and related valuation methodologies o determine if the external
providers meet the minimum standards expected of a third-party pricing source. Pricing data provided by approved extemal
sources are evaluated using a number of approaches to ensure the best available market data source is wsed to validate the
fair value of financial instruments,

Accounts Receivable. Accounts receivable are stated at cost, net of an allowance. The Company establishes an allowance
fior doubtful accounts receivable to ensure the Company has not overstated receivable balances due to uncollectibility. The
C{)mpany determmes the need for an allowance based on a variety of factors, mcluﬂing the Iullglh of ime receivables are
past due, macroeconomic conditions, historical experience and the financial condition of customers and other deblors.

Participant and Clearing Fund, Margin deposits and Participant contributions are maintamed within the Panticipant and
Clearing Fund on the Unoudited Consolidated Statements of Financial Condition due to the benefits and risk of ownership
being incurred by the Company. Deposits and contnibutions may be in the form of cash and cash equivalents or secunties,
These deposits and conributions may be applied 1w saisfy obligations of the depositing Participant, other Participants, or the
Company as provided in the Company rules,

Cosh Dcr'uum‘.\' and Favesimenis in Marketable Securities, Df;[m&ilx may be mvested i e)\'tmng]il TEVErse rv;pun:hsuir;
agreements, commercial paper bank sweep deposits, money markets funds, direct obligations of the 11.5. Government, and
i

rest bearing deposits, Overnight reverse repurchase agreements provide for DTCC's delivery of cash in exchange for
securities having a fair value, which is at least 102% of the amount of the agreements. Securities purchased under overnight
reverse repurchase agreements are typically UK, Treasury and ageney securities. Any interest earned on these investments is
accrued and is included within interest income in the Unaudited Consolidated Statements of Income. Any amounts passed
through to Participants are included as refunds to Participants in the Unandited Consolidated Statements of Income,

Oher Deposits, ai Fair Value, Securities may include US Treasury Securities, US agency-isswed debt securities, and US
agency residential mongage-backed securities. Any inlerest eamed on these investments is accrued and ineluded within
imeerest income in the Unawdited Consolidaved Statements of Income, Any amounts passed through 1o Panicipanis are
imcluded as refunds w Panicipants on the Unaudited Consolidated Statements of Income.

Securities Held in Custody, Securities held in custody by DTC for participants, which are predominantly in electronic book
form. bui also include physical ceriificates. are not reporied in the Unaudited Consolidated Financial Statemenis. Cash
dividends and interest received by DTC or due on such securitics and in the process of distribution or awaiting claim, are
ineluded in payable 1o Participants. Shon pesitions occasionally exist in seeurities balances and are eredited 1o the aceount
of the Participants; such short positions are valued and collateralized daily by 130% of the shoert position reflected in other
Participant assets. DTCs obligation 1 return such cash collateral to Participants is also reflected in payable 1o Participams.

Premises and Equipment. Premises and equipment are stated al cost, net of accumulated depreciation. Routine
maintenance, repairs and replacement costs are expensed as incurred and improvements that appreciably extend the useful
lite of the assets are capitalized. When equipment is sold or otherwise disposed of, the cost and related accumulated
depreciation are removed from the accounts and any resulting gain or loss 15 recognized in income. Premises and equipment
are reviewed for impairment whenever events or changes in circumstances
recoverable.

dicate the related carrying amount may not be

Leaschold improvements are amortized using the straight line method over their useful lives or the remaining term of the
related lease, whichever is shorter. Furniture and equipment are depreciated over estimated useful lives ranging from five o
seven years, using the straight line method. Building and improvements are primarily amortized over 39 years using the
straight line method, Depreciation expense for leasehold improvements, furniture and equipment, and buildings and
improvements is included in depreciation and amortization in the Unaudited Consolidated Statements of Income

Goodwill and Identified Intangible Assets. ldentihied mtangible assets with estimable lives are amortized a0 a patterm

consistent with the assets” idemifisble cash flows or vsing a straight-line method over their remaining estimated benefit
penods if the pattern of cash flows is not estimable. Intangible assets with estimable lives are reviewed for possible

4.

https:/mwww.sec.gov/Archives/edgar/data/1655167/000165516716000005/dtccconsolidatedfinancia.htm

11/49



9/9/22, 3:50 PM

dtccconsolidatedfinancia

impairment when events or changed circumstances may affect the underlying basis of the asset, Goodwill and intangible
assets with indefinite lives are not amortized, but are assessed annually for impairment, or more often if evems and
cireumstances indicate it is more likely than not that they may be impaired.

Capitalized Software. The Company capitalizes eligible costs associated with the acquisition or development of imernal-use
software projects that provide new or significantly improved funetionality. The Company capitalizes projects expected w
result in longer-term operational benefits, such as replacement systems or new applications that result in :ngwiﬂtamly
inereased operational efficiencies or functionality. Onee the software is ready for its intended use, the Company amornizes
the capitalized cost on a straight line basis over an estimated useful life of three w five years. All other costs incurred in
commection with an miermal-use software pmjl:l_'l ane uxpl:n:icd as ineurred C.'lpilalizt:d software 15 mcluded m inlangihi:
assets on the Unaudited Consolidated Statements of Financial Condition.

The Company considers many factors, including estimated future utility to estimate cash flows. Impairments are reviewed
annually or more frequently if certain events or circumstances exist. The Company calculstes the estimated fair value of
fimite hived mangible assets using undiscounted cash flows that are expected 1o result from the use of intangible asceis or
group of assets. For indefinite-lived intangible assets, an impairment exisis when the carrying amount exceeds its fair value.

Impaivment of Long-Lived Assets. The Company evaluates long lived assets for impainment when indicators of
iih]’mimu:lll are present, The Cmnpuny pf:riodu.‘ully evaluates the n\;t‘uv\\:ruhility of Imwg Iived assets when events or ch.nngva
im circumstances indicate that the carrying amount of an asset may not be fully recoverable. When indicators of impairment
are present, the carrying valwes of the assets are evaluated in relation 1o the operating performance and future undiscounted
cash flows of the underlying business, The net book value of the underlying asset is adjusted 1o ins fair valwe if the sum of
the future undiscounted cash flows is less than its book value. Fair values are based on estimates of market prices and
assumptions. concerning the amount and timing of estimated future cash flows. and assumed discount rates, reflecting
varying degrees of perceived risk. Impairment losses are included in other general and administrative expenses on the
accompanying Unaudited Consolidated Statements of Income.

The (jﬂl’l!p&lly considers the Eolhmiﬁg 10 be il'l'thh‘L‘ll'l[ factors that could tri gaer an event-diiven il\\])ﬂil‘:’hﬁﬂ! Feview:

o Significant underperformance relative w historical or projected future operating resulis:
o Identification of other impaired assets within a reporting unit;

o A more likely than not expectation that a reporting unit, of a significant portion of a reporting umil, will be
sold;

nificant adverse changes in business conditions, market environment, or regulations;

nificant changes in the manner of use of the acquired assets or the strategy for the Company®s overall
business or significant negative industry or economic irends.

Derivatives and Hedging, The Company enters into various derivative financial instruments for non-trading purposes
primarily as pant of its asset/liability management process, These derivatives are designated as either fair value or cash flow
hedges of certain assets and labilities when the Company enters inte the derivative contracts. Gains and losses associated
with fair value hedges are recorded in income as well as any change in the value of the related hedged flem associated with
the designated risks being hedged. Gains and losses on cash flow hedges are recorded in Oither Comprehensive Income
(OCI), until reclassified into eamings 1o meet the risks being hedged, Foreign currency transaction gains and losses related
ta a hedged ne investment in a foreign aperation, net of 1ax effect, are recorded as cumulative foreign currency translation
adjustimenis within OCL The Company formally documenis all relationships beiween hedging insimmenis and hedged
items, as well as the Company’s risk-management objectives and strategy for undentaking various hedging transactions,
Hedge accounting is applied when a derivaiive is highly effective at reducing the risk associated with the hedged exposure
and the risk management objective and strategy are documented. Hedge documentation identifies the derivative hedging
instrument, the asset or liability and type of risk hedged, and how the effectiveness of the derivative is assessed
prospeetively and retrospectively, Derivatives not designated as hedges are recorded st fair value on the Unaudited
Consolidated Statement of Financial Condition with relative changes in fair value recorded through the Unaudited
Consolidated Stements of Income,

-10-
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Revenue Recognition, The Company derives its revenue from transaction fees, subscription and support services, other
professional services, and other services. Revenue from transaction fees is recognized when services are provided while
subscription and support revenue is recognized ratably over ihe contract ierm.

Professional services and other revenues, when sold with subscription and suppon offerings, are accounted for separately
when these services have value 1o the customer on a standalone basis, The Company considers the following factors when
determining whether professional services should be accounted for separately from subscription and support services: {i)
availability of similar services from other vendors, (i) objective and reliable evidence of fair value exists for the undelivered
elements. (iii) the nature of the services, {iv) the timing of when the services coniract was signed in comparison io the
licensefsubseription service start date, and (v) the contractual dependence of the license/subscription service on the

customer's satisfaction of the services.

If the services contract does not qualify for separate accounting, DTCC recognizes professional services ratably over the
remaining term of the subscription. If the service contract qualifies for separate accounting, revenues are recognized as the
services are rendered. The Company allocates the otal amount the customer will pay 1o the separate units of accounting
based on their relative fair values, as determined by the price of the undelivered items when sold separately.

In the 2013 Unaudited Consolidated Statements of Income, data and repository serviees revenue was reported as one line
e within revenues, In 2014 the data and n:puxilury line atem was d:s:ggn:gslﬂl into data services and n:pmiilury SETVICES,
The 2013 data and repository services line itlem along with $65,504.000 of seulement and asset services were reclassified 1

conform with the 20014 presentation of revenues in the Unaudited Consolidated Statements of Income.

Other Services. Other services represents fees generated from providing various supporn services and office facilities o
related parties and is recognized when services are provided based on contractual terms.

Deferred Revenue, Deferred revenue consists of billings or payments received in advance for the Company's subscription
and support services, as well as professional service fees, which are recognized as and to the exteni that the revenue
fecoghition criteria are nol mel. The deferred revenue balanee represents the remaining portion of the annual conteacts
imvoiced o customers for subscription and support services, as well as cenain deferred profiessional service fees, which are
recognized as revenue ratably over the subscription contract term. The Company defers the professional service fees in
siteations where the professional services and subscription contracts are accounted for as a single unit of accounting and
recarded in other liabilities on the Unavdited Consolidated Statements of Financial Condition.

Pension, The measurement date for DTCC's pension plan is the 1Y of October, Plan assets are determined based on fair
value generally representing observable market prices. The projected benefit obligation is determined based on the present
value of projected benefit distributions at an assumed discount rate, The discount rate utilized is based on the yield curves of
I'Iigll-qu.‘llil}l corporate bonds available in the m:arlclpl:nte, The net periml;'r: p-cruim: expense or credit includes service costs,
interest costs based on an assumed discount rate, an expected returm on plan assets based on an actuarially derived market-
related value and amontization of prior years” actuarial gains and losses,

Actuarial gains and losses include the impact of plan amendmems, gains or losses related o changes in the amoum of the
projected benefit abligation or plan assets resulting from experience different from the assumed rate of return, changes in the
discount rate or other assumptions, To the extent an actuarial gain or loss exceeds [0 percent of the greater of the projected
benefit obligation or the market-related value of plan assets, the excess is recognized over the future service periods of
active employees. The expected long-term rate of rewurmn on plan ass s based on amicipated returns for each applicable
asset ¢lass, Anticipated returns are weighted for the expected allocation for each asset class and are based on forecasts for
prospective returns in the equity and fixed income markets, which should track the long term historical retums for these
markeis, The Company alse considers the growih owtlook for the U5, and global economies, as well as curreni and
prospective imerest rates,

The market-related value wiilized to determine the expected retum on plan assets is based on the fair value of plan assets
adjusted for the difference between expeeted returns and actual performance of plan assets. The difference between actual
experience and expected returns on plan assets is included as an adjustment in the market-related value over a S-year period.
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Income ‘Taxes, Deferred tax asseis and liabilities are reported in other current and non-current assets and Rabilities, in the
Unaudited Consolidated Statements of Financial Condition and represent the expected future tax consequences of lemporary
differences beiween the carrying amounis and iax basis of assets and labilities. Yaluaton allowances are recogmized if,
based on the weight of available evidence, it is more likely than not that some portion of the deferred tax asset will not be
realized. It is the Company™s policy to provide for uncertain tax positions and the related interest and penaltics based upon
management’s assessment of whether a tax benefit is more likely than not 10 be sustained upon examination by the ax
authorities,

For certain of its non-U.5. subsidiaries, ihe Company has deemed the undistributed eamings relating to these subsidiaries io
be indefinitely reinvested within its foreign operations, Accordingly, the Company has not provided for the amount of
unrecognized deferred tax liability related to these earnings. It is not practicable w determine the amount of deferred taxes
than might be required 10 be provided if such eamings were distributed in the futre.

Foreign Currency. Assets and liabilities denominated in foreign currencies are translated at rates of exchange prevailing on
the dates of the Unaudited Consohidated Starements of Financial Condition. Revenues and expenses are translated ai average
ranes of exchange during the year. Gains or losses on foreign curmrency transactions are included in the Unaudited
Consolidated Statements of Income, Gains or losses on translation of the financial statements of foreign subsidiaries, when
the functional currency is other than the U.S. dollar, are reflected as a separate component of equity and ineluded in the
Unaudited Consolidated Statements of leipn_' hensive lncome,

Recenily Issued Accouniing Standards

FASE ASC Tapic 740, Income Taxes. In July 2013, the FASB issued Accounting Standards Update (ASU) No. 2003-11,
requiring public and private entities w0 presemt unrecognized tax benefits as a decrease in a net operating loss, similar tax
loss or tax credit carry forward if certain criteria are met, The determination of whether a deferred tax asset is available is
based on the unrecagnized tax benefit and the deferred 1ax asset that exists at the reponing date and presumes disallowance
of the tax position at the reporting date. For nenpublic entities, the amendments are effective for fiscal years, and interim
periods within those years, beginning after December 15, 2014, The amendments should be applied prospectively 10
unrecognized tax benefits that exist at the effective date. Early adoption is permited. DTCC is evaluating the impact of this
guidance on the Company’s unaudited consolidated financial condition, resulis of operations, and cash flows upon adoption
of this guidance.

FASE ASC Topic 403, Licbilicies. In February 2013, the FASB issued ASU No. 2013-04, adding disclosure requirements for
entities with joint and severally lable agreements with other co-obligors. This update requires entities 10 measure the
obligation as the sum of the amount the entity has agreed with co-obligors to pay and any additicnal amount it expeets o
pay on behalf of one or more co-obligors, Required disclosures inelude a deseription of the nature of the arrangement, how
the 1i:|hi]i|:,- arose, the rc]miumhip with m—nhlignn and the werms and conditions of the arrangement (ASC 460-110,
Guarantees). For nonpublic entitics, the ASU is effective for fiscal vears beginning after December 15, 2014, and interim
and annual periods thereafier. Early adoption is permitted. The amendmenis in the ASU should be applied prospectively.
DTCC is evaluating the impact of this guidance on the Company™s unaudited consolidated financial condition, results of
operations, and cash flows upon adoption of this guidance.

12
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FASE ASC Topic 606, Revenwe from Contracts with Customers, In May 2014, the FASB issued ASU No, 2014-09 -
Revenue from Comtracts with Customers, This ASL requires an entity (0 recognize the amount of revenue when (or as) it
salisfies a performance obligation by iransferring a promised good or service 0 a customer. The amount of revenue
recognized is the amount allocated o the satisfied performance obligation. The ASU will replace most existing revenue
recognition guidance in U.S. Generally Accepted Accounting Principles (GAAP) when it becomes effective. The new
standand is effective for the Company on January 1, 2007, Early adeption is not permitted. The standard permits the use of
either the retrospective or cumulative effect transition method, The Company is evaluating the impact this ASU will have on
its unandited consolidated financial statements and related disclosures. The Company has not yer selected a wransition
method nor has it determined the effect of the standard on iis ongeing financial reporiing.

FASE ASC Topic 205, Presemation of Financial Statements and FASE ASC Topic 306 Property, Plant, and Equipment. In
April 10, 2014, the FASE issued ASU No. 2014-08 — Reponing Discontinued Operations and Disclosures of Disposals of
Components of an Entity, This ASU changes the criteria for deternuning which future disposals can be presented as
discontinued operations and modifies related disclosure requirements, This ASU is effective for periods beginning on or
after December 15, 2014. Early adoption is permitted. DTCC is evaluating the impact of this guidance on the Company’s
wnadited consolidated financial condition, resulis of aperations, and cash flows upon adaption of this guidance.

AQUISITION

Omn Ocieber 1. 2003, the Company completed its acquisition of 49.9% of the outstanding equity interest of Omgeo it
previously did not own, Omgeo provides post-trade processing and other related services primarily o financial institutions,
Omgeo had previcusly been a joint venture between the Company and Thomson. Refer o Nete 10 Equity Method
Invesiments for additional dewils regarding the joint venure and equity method investmem,

Prior o the acquisition date, the Company accounted for its 50L1% interest in Omgeo as an equity-miethod investment,
Based on the guidance i paragraph ASC B05-30-30-1, which contemplates separate measurement of the considerations
transferred and the pre-existing nonconwrolling interest, the Company re-measured its pre-existing equity interest as a
noncontrolling interest independent of the acquired controlling imerest. Accordingly. no comrol or acquisition premium was
added to the value of the pre-existing interest, as any benefit the Company expecied 1o receive from exercising control
would Mmpluwﬂ i accounting for the business combimation, nod in the ﬂc-mtx:gmlim of the pre-existing interest.

The purchase price for the 49.9% acquired from Thomson, amounting to 3230 million, was paid in cash and funded by a
senior unsecured credit facility (Note 14 Debt). The value attributed to the original 50.1% pre-gxisting interest was $170
million, having independently assessed the control premium at 560 million. The Company recorded its prior eguity
investment in Omgeo at $40 million and therefore recognized a pre-tax gain of 3130 million as a result of re-measuring the
pre-cxisting interest in Omgeo in conjunction with the acquisition. The gain is included in other income on the Unaudied
Consolidated Statement of Income for year ended December 31, 2013, The wotal value of the entire equity imerest was
therefore determined (o be 3400 million,
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In comncction with the acquisition, the Company incurred approximately $3 million of acquisition related costs which
imeluded legal fees and other professional fees. These fees are recorded in other expenses in the Unaudited Consolidated
Statement of Income for the year ended December 31, 2013, The following table summarizes the estimated fair values of the
assets aequired and liabilities assumed at the acquisition date (in thousands):

October 1,
2013
Cash and cash equivalents 5 30,582
Accoums receivable 20,692
Other cumrent assets 5579
Premises and equipment 20,730
Intangible assets:
Customer relutionships 231,700
Developed technology 58,100
Trademarks and tradenames 20,300
30300
Other assets 10214
Total identifinble assets acquired 3 407,097
Accounis payable (32816)
Deferred revenue (2061
Taxes payable {1.261)
Loun payable (1.740)
Accrued compensation {Efx‘ﬂlt{J
Total identifiable labilities acquired R
Goodwill 5§ 5760
Net assets acuired ] 00,000

As reflected in the table above, imangible assets acquired approximated 5310 million, of which approximately 5232 million
was assigned o customer relationships and is being amortized over a useful life of 12 years, approximately 558 million was
assigned (o intermally developed technology, which is being amoriized over an estimated useful life of 7.5 years and
approximately 521 million was assigned to infinite life registered trademarks, Intangible assets were recognized at fair value
on the acquisition date. The goodwill recognized is auributable primarily 10 expected synergies and the assembled
winkforce of Omgeo,

The resulis of Omgeo have been fully included in the Company™s unaudited consolidated financial statements since iis
acquisition date, The amounts of revenue and camings of Omgeo included in the Company’s Unaudited Conselidated
Statement of Income from the acquisition date, October 1. 2013 1o the period ended December 31, 2013 were as follows (in

thousands):
2013

Revenues

Operating revenue 3 58508
Expenses

Operating expenses 47815

Other general and administrative 7995
Met income § 2408

—_—
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4, VARIABLE INTEREST ENTITIES
Consolidated V1Es

A VIE is an entity in which the equity investors do not have the characteristics of a controlling financial interest or do not
have sufficient equity at risk for the entity o finance its actl
olher pariies. The eniity that consolidates a VIE is known as the primary beneficiary, and is the endity with (i) the power o
direct the activities of the VIE thar most significamly impact the VIE's economic performance and (ii) has an obligation w
absorb losses or the right to receive benefits that in either case could potentially be significant to the VIE. The Company
consolidates VIEs of which it is the primary beneficiary. The Company performs ongoing qualitative, and in cerlain cases,
quantitative analyses lo determine whether the Company is the primary beneficiary of a VIE based on the Facts and
cireumsiances and the Company's interesi(s) in the VIE.

ithout additional subordinated financial support from

Clarient Global LLC (Clarient) is a joint venture with Credit Suisse Finance (GUERNSEY) Lid, The Goldman Sachs
Group. Inc.. LabMorgan Investiment Corporation, $5B Investments, Inc., Barclays Bank PLC and BNY Capital Corporation
that was incorporated on July 25, 2014, Clariemt is a comprehensive reference data solution providing control,
standardization, and transparency of client reference data during the cliemt onboarding process and through ongoing client
litecyele events.

The impact of the consolidation of Clarient on the Company s Unaudited Consolidated Statements of Financial Condition at
December 31, 2004 is as follows:

2014

Consolidated assets

Cash and cash equivalents 3 23008

Intangible assets 18822

Oher non-current asscls 2252
Total asscts
Consolidated labilitics

Accounts payable 3 B043

Other non-carment liabilities 344
Total linbilitics 3 11,507

The creditors or ather beneficial imerest holders of Clarient have no recourse w the general credit of DTCC, the primary
beneficiary. Funhermore, liabilities of Clarient are non-recourse 1o DTCC,

5. SEGREGATED CASH, OTHER PARTICIPANT ASSETS AND PAYABLE TO PARTICIPANTS

Deetails for segregated cash, other Participant assets and payable 1w Participants as of December 31, 2004 and 2013 were as
follows (in thousands):

2014 2013

Assels;

NSCC special reserve account 3 42,000 3 118232
Total segregated cash 3 42,008 3 118,232

Other panticipant assets 537,577 585,836
Toval b 579.586 5 T4 068
Liabilities:

Pavable to participants % 579,586 3 T4, 068

-15
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NSCC™s special reserve account represemts cash received from Participants for the exclusive benefit of the Participants’
customers and related 1 the Participanis’ compliance with SEC rule 15¢3-3 (customer protection),

Other Participant assets reflect the Company’s receipt of cash and stock dividends, interest and reorganization and
redemplion proceeds on securitics registered in the name of its nominee and imterest and redemption proceeds on bearer
securities, which it distributes 1o its Panticipants, Amounts received on registered securities withdrawn before record date but
not transferred from the name of the Company s nominee, cannot be distributed unless claimed by the owners of the
secu

Payable to Participants reflects cash dividends, interest, reorganization, redemption payables, securities held in a custodial
aceount, and settlement accounts payable. Stock dividends payable are not reported in the unaudited consolidated financial
statements. Ar December 31, 2004 and 2013, pavable w Fanticipams also included $908.000 and 39,776,000 respectively, of
cash collateral received from Participants representing 130% of shon positions. Unclaimed balances are remitted to the
appropriate authority when required by abandoned property laws.

ACCOUNTS RECEIVABLE

Accoums receivable consisied of the following as of December 31, 2014 and 2013 (in thousands):

2014 2013
Due from participants for services 138,687 $ 112470
hherreccivables 49064 34927
Total 3 187.751 3 147,397

For the years ended December 31, 2014 and 2001 3, the allowanee for doubtful aceounts was $4, 102,000 and $338,000,
respectively. There were no write-offs in the allowanee for doubiful aceoums in 2014 or 2013,

PARTICIPANT AND CLEARING FUNDS

The rules of DTC, FICC, NSCC and EuroCCP require their Participants to maintain deposits related w their respective
activities based on calculated requirements, The deposits are available 1o secure Participams™ obligations and certain
ligbilities of the Companies. All deposits of cash and securities are recorded in the Unaudited Consolidated Statements of
Financial Condition under Participant and Clearing Funds.

A summary of the deposits held s December 31, 20014 and 2013 were as follows (in thousands):

2014
nre NECC FICC FuraCCE* Total
Required deposits S 1L 1IS0.000 5 3.l 669 S 1161470 s - S 159013
Excess deposite w147 HEAIES AU33RIE - 6, 150,077
Total £ 1781147 £ 3708764 £ 16533308 & - 322,103,216
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2013
nrC NECC FroC FuroCC Total
Required deposits 5 130,000 § 2287336 S 12747420 5 306,803 5 16,641,559
Bscess deposits 676,727 10050, 152 4668259 BEH81 GATE 049
Total 3 1.976.727 3 3.337.518 3 I7A412.650 5 302.084 S 23,1 19,008

Cash Depasits and Invesimenis in Markerable Securirfes. Cash deposits and investments in marketable securities of the
Clearing Fund, which may be applicd 1o satisfy obligations of the depositing Participant as provided in respective clearing
agency rules, as of December 31, 2014 and 2013, were invested as follows ( in thousands):

2014
T NSCC L3 (&8 BureCCP* Toial
Cash deposits SLTSLISYT % ATETeR § BAMOH S - § 14,188,857
Investmenis in markelable securlics - . 200,000 - 200,004
Secwrities on deposit - at fair value - 340,285 TATAOTA - T35
Total 5 TS 147 54,1 360,045 5 163213020 -3 = 522.103.216
2013
onTe NECC HCC FuroCCP Total
Cash deposits 51976717 S I B3R 5 B80S 5 281231 $ 14254209
Investmenis in marketnhle securiiies - - ek CHE LA - 200,000
Interoperability cash deposite - 5 B 111,453
Securities on deposit - at fuir value 4 FEE 80 238,236
Total 5 1,976,727 § 2337518 5 I7AILA6TY 5 392684 S 23,1 s

A ary of the wial Participant and Clearing fund deposits held, including the excess of the calculated reguirements as of
December 31, 2014 and 2013, as follews (in thousands):

2014
e NSCC e Eurel*CP* Toinl
Reverse repurchase agrecments 5 - 513000 S 2700 S - S 090,000
Money markel investments - 1 3K3.000 42K8.000 - .17 1000
Interest bearing deposils LIS 147 430,000 L1506 = 3352093
Investments in commercinl paperbank sweep deposits - T5.764 SO0000 - 575764
Treas ury bills - - 2000000 - 20000040
Tatal £ LTS 147 5 3708700 5 IR O & - 3 1, 388857
2003
nrc NSCC HCC FuralCP Tatal
Reverse repurchase agreements 5 - LRS00 § 42500000 S 163T7XF § 62637
Money murkel investments - A1 00 344,000 - 3
Interest bearing deposils 1976727 TE0.000 FIoA41 238,964
Investmenis in commercial paper bank sweep depasits = 10,836 SO0 002 -
Treasury bills . - 0k, DRy . 2B,
Total 5 1,976,737 5% 00 .Kl 5 0 (K, 443 5 392.684 5 14,565,692

*EuroCCP ceased operations as of June 30, 2014,
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Refunds to Partficipants, The total amount of interest income the Company camed from the investment of cash deposits in
the Clearing Fund were 56,381,000 and 37,553,000 in 2004 and 2013, respectively in the Unaudited Consolidated
Statements of Income.

PREMISES AND EQUIPMENT

Premises and equipment as of December 31, 2014 and 2013, consisted of the following (in thousands):

pLIE] 013
Accurmmulated Nt Bosk Owgea Ascumulated Met Bonk
Camt Depreciation Valug Tt Adequisition Deprecimion WValue
Fumiture and equipment 5 01,310 5 159,340 & 1.9m § 326536 s 11,800 ] 241,822 5 065014
Leasehol improvements 256,373 149,142 107,231 T RS 3033 139,142 11,276
Leased property under capital leases 65, 144 43,074 21970 64,320 - 46,798 17,531
Ruilding and inprovemsnts 32,398 2377 23,021 31,900 - .00 23,000
Land 4 421 4221 - 4221
Teilal 5780440 5 4UlL0Ei S IaHALE S 673480 5 13,733 5 415722 5 253401

Depreciation expense for premises and egquipment. including lease properiies under capital leases. for the years ended
December 31, 2014 and 2013, was approximately $50,069,000 and $51, 747,000, respectively, and 15 included within
depreciation and amortization line item in the accompanying Unaudited Consolidated Statements of Income.

During 2014, disposal of equipment resulted in 4 loss of 58,488.000 and the removal of 331,718,000 and 523.230.00 from
thie related costs and accumulated depreciation accounts, respectively. During 2003, disposal of equipment resulted in a loss
of 52,281,000 and the removal of $2.360,000 and ST9.000 from the related costs and accumulated depreciation accounts,
respectively.

GOODWILL AND INTANGIBLE ASSETS

Impairment Tesiing: The goodwill impairment iesting assesses qualifative factors o determine whether it is more likely than
not {a likelihood of more than 509 that the fair value of a reporting unit is less than
inelude factors such as maeroeconomic conditions, deterioration in financial performance, and company specific events. If
after considering the totality of events and circumstances the Company determines it is not more likely than not that the fair

carrying amount. Considerations

value of a reporting unit is less than its carry amount, it will not have to perform a two-step impainment test.

The first step compares the estimated value of the reporting wnit with its carrying amount, including goodwill. If the
estimated fair value of the reporting unit exceeds its carrying amount, it is considered not impaired. However, if the carrying
amaount of the reporting wnit were to exceed its estimated fair value, a second step would be performed that would compare
the implied fair value of the reporting umi’s goodwill with the carrying amount of goodwill. An impairment loss would be
recorded 1o the extent the carrying amount of goodwill exceeds its implied fair value,

DTCC conducted its annual goodwill impairmeni test in the third quarter of 2004, The estimated fair value of each of the
Company’s reporting units exceeded the carrying value and no goodwill impairment was recognized. Intangible assels not
subject w amortization are tested annually for impairment, or more often, if events or circumstances indicate they may be
impaired.

Goodwill. On October |, 2003, the Company acquired 49,95 of the outstanding equity mterest of Omgea it previously did

not own. As a result of the transaction, DTCC acquired 357,699,000 of goodwill. The table below provides a breakdown of
goodwill (in thousands):

-18-
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Total
Balange ot December 31, 2012 L3 7836
Acquiitions /dis positions 57,609
Balance ot December 31, 2013 L3 65,535
Acquisitions/dis positiens -
Balanee at December 31, 2014 3 65,535

Intangible Assets. The gross carrying value, accumulated amortization, net carrving value and remaining useful lives of
other fimite-lived intangible assets were as follows at December 31, 2004 and 2003 {in thousands):

Tivid 2013
arrying Accumulated  Net Carryimg Carrying Ommzea Accunminted Mot Carrsing
Value Anortizaion Value Valuse Acquisition At zation Value
Ameriiaed intangible axseis:
Custemer relationships
and ather § MO % MWM6 0§ MR 0§ s0M § M0 0§ 352§ 336380
Soflware 40,253 619921 321,332 T40 0% S8, 100 492, L6 306,857
Total amortied mrsngible ssaels LIKLIOT hIH 2T 532740 T4R0T7 ] A0 ot S5 e
Ui aed nang bk a5 sets:
Tudemurks and iedenwmes 23,748 nfa 5 13,74 24 20,500 no 2748
Total 5 L2778 5 GIHIHT 5 SS64ER 5 752228 5 3000 5 495660 5 SE6RS6

Finite-lived  Inrangible Assers. Amontization expenses related 1o finite-lived intangible assets was approximately
$20.016.000 and 37671000 for the yvears ended December 31, 2014 and 2013, respectively, and is included within
depreciation and amortization line tiem in the accompanying Unaudited Consolidaied Statemenis of Income.

Capitalized Sofrware, Capitalized costs for software either for internal wse or purchased during 2014 and 2013 twotal
$147,606,000 and $133,01 1,000, respectively. Amortization expense for capitalized software for the years ended December
31, 2014 and 200 3 was approximately $1249.312.000 and $80.591,000. respectively, and is included within the depreciation
and amortization line item in the accompanying Unaudited Consolidated Statements of Income.

During 2014, disposal of software resulted in a loss of 38,644,000 and the removal of 523 668000 and 515,024,000 from
the related costs and accumulated depreciation accounts, respectively. During 2013, disposals of software resulted in a
charge of 30 and the removal of $10.000 and S10000 from the related costs and accumulaied amortization accounts,
respectively.

Estimated amoriization expense relating to intangible assets for each of the next five vears is as follows (in thousands):

015 -3 163,514
016 124,162
2017 o0, 11
018 28,068
2019 27.513
Therealier 123,373
Total future estimated amorization L 740

-19-
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10, EQUITY METHOD INVESTMENTS

Dretails for DTCC"s equity method investments as of December 31, 2004 and 2013 were as follows (in thousands, other than
ownership percentage :

2014 2013

Omgeo, LLC
Percentage ownership MN/A 1005
Carrying value - -
Dividends received - 200000

MarkitSERV, LLC
Percentage ownership NiA 0%
Impainment charge - =
Carrying value . -
Dividends received - 3000

New York Portfolio Clearing, LLC
Percentage owners hip N/A S0
Impaimment charge - 4978
Camrying value - -
Dividends Received . -

ECCP, NV,
Percentage ownership 2560 5%,
Camrying value 10,802 10,158
Dividends Received - 2

Soltra Solutions, LLC
Percentage ownership S0 O
Carrying value
Dividends Received . =

DTCC-Euroclear Global Collateral, LTI»
Percentage ownership e 0%
Canrying value 16.867 B
Dividends Received -

Omgeo was a joinl venture between DTCC and Thomson, providing post trade processing and other related services. On
Ogctober 1, 20013, DTCC purchased the remaining outstanding shares of Omgeo and as such, Omgeo was accounted for as
cquity method investment for the first nine months of 2013 and s results of operations were consolidated into the Company
for the remaining three months of the year.

MarkitSERY, LLC (MarketSERV). a joint veniure with Markit Group Holdings Limited (MGHL). engaged in derivative
tramsaction processing, confirmation, novation and other related services for firms that conduct business in the over-the-
counter derivatives market. On Apgil 2, 2013, the Company completed the sale of MarkiSERV to Markit Nonth America,
Inc. and MarkitSERY Holdings Limited for 3175 million cash consideration and as such, MarkitSERY LLC was accounted
for as an equity method invesiment for the first three months of the 2013,

New York Portfolio Clearing LLC (NYPC), a joint vemture with NYSE Euronext, was established as a derivatives
clearing organization. The Company was registered with the CFTC. On November 29, 2013, the Intermational Exchange
Group (ICE) and DTCC announced plans 1o ransition the clearing of interest rate futures contracts listed on NYSE Liffe
U.S. 10 ICE Clear Ewrope and o wind down NYPC's operations. Operations ceased on July &, 2014, The dissolution of
NYPC resulted in a capital return of $1.7 million.

-20-
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ECCP NV, a joint venture with BATS Chi-x Europe, NASDAQ OMX, and ABN AMRO Clearing Bank, provides a pan-
European clearing solution offering the economies of scale and risk management expertise of the U5, marke! to European
market Panticipams. ECCP N.V. uses the risk management framework and customer service organization of EMCF, and it
operates on the technology and wsing infrastructure of EMCFE. The new entity, called EuroCCP NV, is headguartered in
Amsterdam.

Soltra Solutions, LLC (Saltra), a jOi!Il venture with Financial Services Information and Analysis Center (FS-15AC), will
bz responsible for the development of solwions o facilitue sharing of information related 10 cyber threats among eritical
infrastructure companies in real time.

DTCC-Euroclear Global Collateral LTD (Margin Transit), a joint venture with Euroclear, provides support 1o financial
imstitations. in addressing significant regulatory, operational and indusiry challenges related w the management of collateral
that will impact the over-the-counter (OTC) derivative market.

FAIR VALUE MEASUREMENTS

Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis. The Company recognized o 58,644,000
impairment charge related w capitalized software as of December 31, 2014 that was determined 1o have no realizable value.
During 2013, there was no impainment of capitalized sofiware costs. The Company recognized an impainment charge of
$4,978,000 in 2013 on the Unaudited Consolidated Statements of Income related to its investment in NYPC o write down
the investment to ils fair value.

Assels and Liabilities Measured at Fair Value on a Recurring Basis. The following is a description of the valuation
basis, including valuation techniques and inputs, used in measuring the Company’s financial assets and liabilities aceounted
For at Fair value on a recurring basis;

ULS. Governmear and Federal Agency Securitivs:

LLS, Treasury Securities — ULS, Treasury secunities are measured based on quoted market prices and classified in Level 1 of
the fair value hierarchy.

LS. Agency-lssued Debt Securities — U.S. agency issued debi secunities are measured primarnily based on quoted market
prices obtained from extemal pricing services. Callable U.S. agency securities are classilied within Level 2 of the fair value
hierarchy while non-callable U.S. agency securities are elassified within Level 1.

U.5. Agency Residenmtial Mortgage-Backed Securities — U.S. agency residential morgage-backed securities include
morigage pass-through securities (fixed and adjusiable rate), interest-only and principal-only securities and are generally
measured uﬁing mivarket price quul.uliml:s from external pricing services and ualc;ucri;r.l:d within Level 2 of the fair value
hierarchy.

Orher Financial Assers. Consist of the invesiment assets of a Rabbi Trust and shares in Markit, Ltd. as discussed in Nowe 12,
Other Assets, and are measured based on guoted marken prices. These asseis are classified within Level 1 of the fair value
hierarchy.

D
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Fair value measurements for those items measured on a recurring basis are summarized below as of December 31, 2004 {in
thousands):

2014
Lewel 1 Lewel 2 Lewl 3 Taotal

Asgels - Clearing Fund - U8, govemment

and Fedeml Agency securities $ 217742 5 49617 5 - $ 7714359
Oither financial as<eis 186,524 29,220 - 215,749
Total 5 7404271 5 525837 £ - 5 TR30, 108
Linbilities:

Clea |'ir|s fund - U.S, govemment securilies and

Federal agency securitics T.217.742 40017 - 714,359

Total 5 7,217,742 5 496617 5 - 5 7,714,359

Fair value measurements for those items measured on a recurming basis ane summarized below as of De
thousands):

ber 31, 2003 (in

2013
Lewel 1 Level 2 Lewel 3 Total
Assets = Clearing Fund - UL, govermnment
and Federal Agency securities 5 0,902,986 § 1650930 5 . $ 8353916
Other financial assets 191.576 - - 191,576
Tatal § 7084562 S 1.6508930 5 - S 8745492
Liabilitics:
Clearing fund = US. govemment securities and
Federal agency securities 0,902,986 1,650,930 - B,553.916
Denvative - over-the-counter
nberest mic swap - F9 - 779
Total 5 06,002.986 5 165178 $ - 58,554,695

There were no transfers between Level 1 and Level 2 nor were any amounts classified as Level 3 during the vears ended
December 31, 2004 and 2013,

Assets and Liabilities not Measured ai Fair Yalue, A description of the valuation basis, including valuation technigues
and imputs, used in measuning the Company’s financial assets and liabilities not accounted for at fair value follows:

Cash and Cash Equivalents — Consist primarily of highly liquid imvestments in time deposits held in banks, commercial
paper bank sweep deposits, and money market funds and are classified as Level 1 within the valuation hierarchy.

Participant and Clearing Fund Cash Deposits — Consist of highly liguid invesiments intime deposits held in banks and are
classified as Level I, as well as reverse repurchase agreements which, are classified as Level 2 within the valuation
hierarchy,

Reverse Repurchase Agreements — The estimated fair value of reverse repurchase agreements is based on inputs such as
imterest rates and tenors, These agreements are classified as Level 2 within the valuation hierarchy due w their short-term
nature,

Marketable Securitics, Held-wo-Maturity — Marketable secunitics held-to-maturity are comprised of U.S. Treasury
securities, U.S. Treasury Bills, which are classified as Level | within the valuation hierarchy.

Long-term Debi and Oiher Borrowings — Primarily consist of line of credit borrowings, notes payable, and capital lease
obligations. The estimated fair value of long-term debt is based on current rates for instruments of the same remaining
maturity or quoted market prices for the same or similar issues, Long-term debt is classified as Level 2 within the valuation
hierarchy.

B
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The table below presents the camrying value, fair value and fair value hierarchy level of centain financial instruments not
measured at fair value in the Unavdited Consolidated Statememt of Financial Condition at December 31, 2014 (in

thousands):

ARSCLE
Cash and cash equivalents
Owemight repurchose agreements
Pamicipant and clearing fund cash deposits
Marketable securitics, held-to-naturity

Liabilities:
Pamicipant and clearing fund cash deposis
Lovng-temmdebt and olher hormowings

Total

The table below presems the camrying value, fair value and fair value hierarchy level of cenain financial instrumens not
measured at fair value in the Unaudited Consolidated Statememt of Financial Condition a1 December 31, 2013 (in

thousands):

Arsers
Cash and cash eguivakenis
Participant and elearing fund cash deposils
Maorketable vecurities, heldao-maturity

Total

Lisabsif H
Paticipant and clearing fund cash deposils
Long-temdebt and ather borowings

dtccconsolidatedfinancia

2014

Carrying “Todal Fair
Ameunt Value Lewl 1 Lewel 2 Lewel 3
5 780734 S TR0TH 5 TELTH 5 - 5 -
100000 100,002 - 100,002 -
14, 1BR. 857 14,188 857 100 85T AR, 000 -
200,000 1R 24 199,846 - -
3 15,2605 5 13,260,439 5 | 107 4FT 3 4. HLO02 5 =

-

3 14388857 5 14388857 5 14388857 3 - & .
033 3042 - 399442 -
= 14, 702890 & 14,788,200 5 14,388 857 5 309442 £ -

2013
Carrying Total Fadr
Amount Value Lewl 1 Lewel 2 Lewel 3
£ BIE020 5 RIBOX & RIE0O20 3 - 3 -
14,254,230 14,254,239 TE0S1Y 6263700 -
AW 1591, 065 1563 0 . =
515272250 $15.272.227 § 0008507 3 6263720 5 -
S 14,415,692 514,415,692 $ 14,415,692 H : 3 -
456,855 450,054 450,054 -
514,902 577 5 14,805,786 § 14,415,602 3 480,004 3 =
23
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OTHER ASSETS

Details for other assets as of December 31, 2014 and 2013 were as follows (in thousands):

2014 2013
Prepaid expenses % 42,348 ] 45,850
Rovally receivable - 1,300
Taxes receivable 14,147 17,400
Dieferved tax assets, net 8.276 8591
Other cuiment assets 13.229 flih]
Total current assets 3 T8.000 3 73512
Long temm incentive plan assets % 205,210 $ 194,921
Cash sumender value 53,290 50,224
Prepaid expenses 16,525 15040
Defemed taxasset, net G019 3108
Oiherinvestments held . 13788
Royally receivable 5263 5400
Mher non-current assels 8,253 20,339

Total non-current asseis 387,560 3 HETI0

(e

Tatal 465,560 3 422,242

Prepaid expenses represent the interest and fees paid in advance for limes of credit maintained to support the settlement
operation for DTC, NSCC, and EuroCCP and maintenance contracts for various hardware and software services.

Royalty receivable represents the consideration due 10 the sale of DTCC Loan/SERY messaging portal on January 5, 2011,

Long term incenfive plans, DTCC's Long Term Incentive Plan is provided w certain designated employees of DTCC w0
establish retention incentives for cerain key employees. The performance period is a three year period commencing Ianuary
| of each calendar year, unless modified, extended or terminated by the Compensation Committee. Only those employees
specifically designated by the Compensation Commitiee are eligible to participate in this plan.

DTCC maimains a seli~direcied, non-qualified deferred compensation plan structored as a “Rabbi Trust™ for cenain
executives and other highly compensated employees. Under the plan, Participanis may elect o defer receipt of a portion of
their annual compensation. Amounts deferred under the plan are invested in various muotual funds and stocks. Al such
imvestments are held in the Rabbi Trust and the plan requires settlement in cash. The investment assets of the Rabbit Trust
are recorded at fair value and included in other noncurrent assets as Long Term Incentive Plan Assers. The amount of
compensation deferred under the plan is credited 1o each Participant’s deferral account and a deferred compensation liability
is recorded in other non-current libilines in DTCC's Unaudited Consolidated Statememts of Financial Condition. This
hability represents DTCC s obligation (o disinbute the funds to the Pariicipanis. In 2014, the invesiment asseis of the Rabbi
Trust are classified as rading securities and, accordingly, changes in their fair values are recorded as investment income
(loss) in DTCC's Unaudited Consolidated Stmements of Income. In addition. changes in the fair value of the plan's
imvestments are recorded as employee compensation and benefits in the Unaudited Consolidated Statiements of Income. The
merease in the fair value of these investments was 59,554,000 and S0 For the years ended Decemiber 31, 2014 and 2013,
respectively.

Cash surrender value represents the amounts receivable from various insurance companies upon cancellation of the life
msurance policies purchased for employees wha participated in DTCC Deferred Compensation plans established in 2005 -
2006 and 2007, The associated liability for these deferred compensation plans and the loans drawn down against these
policies are classified in non-current liabilities as long wrm incentive plans.

24
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1}, OTHER LIABILITIES

Details for other liabilities as of December 31, 3014 and 2013 were as follows (in thousands):

Compensation payable
Miscellaneous payables
Current portion of defermed remt
Total current liabilities

Long-temm incentive plams
Unrecognized taxbenefis
Defemed rent

(nher payables

Total non-current liabilifies
Total

dtccconsolidatedfinancia

2014 2013

3 129,578 108,755
T3.846 83,221

2197 2210

3 205,621 195, 186
3 303,628 20010046
53236 49,802

18,019 16,455

2.805 27481

] A77.688 383,744
3 383,308 578,930

Unrecognized tax benefits, DTCC applies the provisions of FASB issued Financial Imterpretation No. 48 (FIN 48).
Accouming for Uncenainty in Income Taxes (codified primarily in FASB ASC Topic 740, Income Taxes) to record
unrecognized tax benefits (UTBs). Refer to Note 16, Income Taxes, for additional details.

14. DEBT

Deetails for debt as of December 31, 2014 and 2013 were as fellows (in thousands):

Motes payable

Hudson County Inprovement Authority
Capital lease obligations

Line of eredit

Total debt

Current portion of long termdebt

Total long term debt and other borrowings

2014 2013
30 109000 5 167,540
= 18,416
(4,932 T0757
230,000 230,172
3 404033 % 486885
(15,524) (19,927)
5 3BR.S09 5 466958

Interest expense was 519,513,000 and 514,285,000 for the years ended December 31, 2004 and 2013, respectively,

At December 31, 2004, principal payments due on long-term debt over the next five years from 2005 w 2019 and thereafier

are as follows (in thousands);

015
2006
M7
2WE
W19
Thercalicr

Totad

Line of Credit  Copital Lease  Notes Payalie
3 - 3 12574 5 2650
230MXK 12,619 53,776

B 12,693 13650

12,040 2650

8517 21650

5,789 3728

5 .932 5 106 101

3 230000k
e
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Notes Payable, In September 2014, the Company exccuted an optional repayment of two notes payable for notes for DTC
and one note payable for NSCC, Notes repaid by DTC and NSCC included unsecured borrowings otaling $5 1,842,000 and
£3,047.000, respectively, at an average rate of 3.46%. Oustanding notes payable for DTC ar December 31, 2014 include
unsecured borrowings otaling 551,126,000 (5102,968,000 outstanding in 2013) at a fixed rate of 5.59%. Interest expense
for DTC and NSCC for the years ended December 31, 2004 and 20013 wotaled $11,278,000 and $8,367.000, respectively.
This includes one-time charges of 54,630,000 and 5523 000 related to the early extinguishment of debt for DTC and NSCC,
respectively.

The following table summarizes notes pavable (in thousands) ai December 31, 2004 and 2013z

Oitstanding Balance

Rate Issue Date Maturity 2014 2013
DTC note 503% 1172202004 1Y 15P 323 5 - 3 11.842
DTC note 5500 AN 2000 A LS2006 51,126 51,126
DTC fote 563% AT2009 AIH2016 - 1000
NECC note S.03% 1172202004 121573023 - 3947
DTCOC note 2.64% A2 4262017 11,000 11,000
DTOC nate 3.83% 262012 4262032 25375 26,825
DTOC note 3.93% W2ARI012 YIL2032 21,600 12,800
Total 5 10901 % 167540

Hudson County Improvement Autherity (HCIA) Bond, On December 17, 2010, NSCC entered into a Recovery Zone
Facility Bond arangement with the Hudson County Improvement Authority, with a principal balance of $24.905,000, The
debt had a variable interest rate equal to the sum of the LIBOR index rate plus 1.65%, multiplied by a Factor of 68%. and
maturity on December 1, 2020, The weighted average interest rate of the debt was 1,23% and 1,28% for the years ¢nded
December 31, 2014 and 2013. Mandatory repayment of the debt commenced on February 1, 2011. On December 2, 2014,
the Company executed an optional repayment of the ren principal amount of the bond. Interest expense related 1o the
HCIA bond totaled 5215000 and $198,000 in December 31, 2014 and 2013, respectively.

In connection with this Recovery Zone Facility Bond arrangement with the Hudson County Improvement Authority, NSCC
made & loan 10 DTCC in the principal amount of $24.905000 with the same terms and conditions, which was repaid
concurrent with repayment of the HCIA bond.

Cash Fiow Hedge for BCIA Bond. On December 17, 2000, the Company also entered inlo an inlerest rale swap armangement
1o hedge the Hudson County Improvement Authority floating rate debt payments 1o fixed rate payments in the principal
amount of $24,905.000. The Company terminated this swap on August 14, 2004 and as noted above, subsequently repaid
the underlying debt on December 2, 2014,

As of December 31, 2014, a realized loss of 5395000, net of 1ax. on the swap was recognized versus an unrealized net of @
gain of 3346,00 as of December 31, 2013, This is reported as other comprehensive loss, net of tax in the Unaudited
Consolidated Suatements of Comprehensive Income. There were no undesignated derivatives at December 31, 2014 and
013,

Debt Covenants, The long-term debt agreements comtain affirmative and negative financial covenants,
Customary affirmative covenanis inchude access o financial statements, notice of default and certain other material events,

maintenance of husiness amd insurance, and events of default. As of December 31, 2004 and 2013, the Company was in
compliance with the applicable deln covenants,
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Lease Obligations, Leased property meeting certain criteria is capitalized and the present value of the related lease
payments is recorded as a liability. At December 31, 2014, capital lease agreements with remaining future minimum
payments including imerest, which are due through June 2021, tomled $66.073.000. At December 31, 2013, remaining
future minimum payments including imerest wotaled 556.658.000.

During 20014, the Company extinguished certain hardware capitalized as a capital lease, resulting in a decrease of lease
liability of 311,936,000, Refer to Note 8 Premises and Equipment, for further detail of the disposal.

Lines of Credit. DTCC maintains lines of credit for general funding purposes while certain of its subsidiaries, DTC and
NSCC, also numntain lines of credit 1o support settlement, Oul:ilumlinf_ lines of credit and related werms as of December 31,
2014 were as follows:

Mo, of
Fartlclpantsd
Amwount Denonsinaiisn Lenders Borrewing rate
Frpas
Committed B3TF million UsD 3 The grester of the federl funds mte mte, adjusted

LIBOW, or lender's cost of Tunds, on the iy ol
borowing, plus 1.25%

Commitied S100 million UsSD 1 The greater of the federal funds mte rate, adjusicd
LIBOR. o lender's cost of funds. on the day of
bomowing, plus 0504

nre
Committed 51.9 billion USD 20737 The greater of the federal funds mte rate, adjusied
LIBOR, or lender's cost of funds, on the day of
homowing, plus 1406
Unconmitied S150 million (1) CAD 1
NSCC
Committed 51347 billion UsD 20437 The greater of the federal funds mte rate, adjusted

LIBOR. of lznders cost of funds. on the day of
bomowing, plus 1.40%

Terms and outstanding lines of eredits for December 31, 2003 were as follows:

2.
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Mo, of
Participmnis/
2013 Amount I 1 Lenders Borrowing rate
nroc
Commitied 300 mallion usD 3 The greater of the federal funds mite mie, adjus ted
LIBOR, orlender's cost of funds, on the day of
borrowing, plus 1.25%
Committed B30 million usp 1 The greater of the federl funds mite mie, adjusted
LIBOR, or lender's cost of funds, on the day of
bomowing, plus 0.50%
Bre
Committed 1.9 billon UsD 2938 The greater of the federal funds rate @ ljus ted
LIROR, or lenders cost af funds, on 1 af
bormowing, plus 1.40%
Uneommitted S150 million (1) caD 1 -
NSOC
Committed £12.7 billion UsD 2R The greater of the federal unds rate mie, adjus ted

LIBOR, or lender’s cost of funds, on the day of
bormowing. plus 1405

EurolCPY
Committed € 140 million EUR 7 The greater of the adjusted LIBOR o lender's cost
of funds, forthat day, plus 1,25%

# FupoCCP maintained a ne of eredit 10 suppon settbenent in 2013,
DTCC borrowed 5230 million of the $300 million line of credit m 2013 o finance its purchase of Omgeo.

{1y Used to support Canadian settlement
PENSION AND POST RETIREMENT BENEFITS

Background, DTCC has a nonconiributory defined benefit pension plan (the Qualified Plan) covening subsiantially all full-
time employees of the Company. The pension plan is qualified under Section 400(a) of the Intemnal Revenue Code of 1986,
as amended. Pension benefits under the plan are determined on the basis of an employee’s length of service and camings.
DTCC's funding poliey requires the Company o make contributions to the plan that meet or exeeed the minimum funding
slandards under the Employee Retirement Income Secunity Actof 1974 and the Intermal Revenue Code. DTOC also provides
health care and life insurance benefits w eligible retired employees and also maintains a 401(h) account to fund the retiree
medical plans.

DTCC also sponsors a Supplemental Exceutive Retirement Plan (SERP) and 1 Restoration Plan which are nonqualified
defined benefit plans. These plans provide additional retirement benefits 1o cenain employees. Benefits paid 1o retirees are
based on age at retirement, years of credited service, and average compensation, The cost of nongualificd defined benefits is
determined based on substantially the same actuarial methods and economic assumptions as those used for the qualified
pension plan, The Company maintains certain assets in trust for nongualified retiremem benefit obligations,

Omgeo (UK) employees are eligible to panticipate in a defined contribution plan, and in addition. a small number of
employees participate in a defined benefit plan provided by a Thomson affiliate, which is no longer open for new
Participants, The defined benefit plan is accounied for as a multi-employer plan whereby current charges are based on the
funding requested from the plan sponsor.

Plan Amendments. [n connection with a redesign of the Company's retirement plans, on February 29, 20012, the
Compensation and Benefits Committee of the Board approved amendments o freeze benefits earned in the Qualified Plan
and the Restoration Plan effective December 31, 2013,

Details for the tax impact due to the change in the funded status of the pension plan were as follows (in thousands):

28-
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2014 2013
Pretax (expensel benefit due to the change in funded status s C126.502) -] 169379
Defemed tax asset (Hability ) offset 51298 (TLIT9)
Total net (loss ) gain 1o AOCH - (75.204) 5 97100

Fair Value of Pension and Other Benefit Plan Assets. Following are the descriptions and valuation methodologies used
for assets measured at fair value:

Mutual Funds — This category includes actively managed investments in ULS. large cap growth, value and small cap equity
securities, and international equity securities. I also includes an equity index fund that wracks the performance of the S&P
500 Index. The fair value represents the net asset value (NAY) of the shares held by the plan at year-end. Mutual funds are
classified as Level 1 within the valuation hierarchy.

Money Market Fund — Investments in Money Market Funds are valued ai the NAW of shares held by the Plan at year end
Underlying assets of this investment have readily determinable market values. The valuation of the money market fund is
considered Level 2 since the investment i in a fund or shor-term cash.

‘ommon Collective Trust — Investments in the common collective trust are valued at NAV as a practical expedient based
wpon the redemption price of units held by the Plan, which is based on the currem fair value of the commen collective trust
funds” underlying assets. Unit values are determined by the financial institmtion spensoring such funds by dividing the
Tund’'s mel assel as fair value by s unils outstanding at the valuation dates. Investments in common collective trusts are
categorized as Level 2.

The Company did noet hold pension plan asseis designaied as Level 3 as of December 31, 2014 and 2013,

29.
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The estimated actuarial loss, and prior service cost that will be amortized from accumulated other comprehensive loss into

net periodic benefit cost over the next fiscal year are as follows (in thousands):

Penslon Benefits Other Beneflts
2004 2003 2014 2013
Actuarial kyss 3 TS 5 3773 5 2,291 % 653
Prior service cost 10 1,022 (7.014) (7.THY)
Total benefit abligation at end of year $ 5860 5 4,795 5 4723 § i7.136)

The components of the funded status as of December 31, 2004 and 2013, including the classification of plan assets in

aceordance with the three-tier fair valuation hierarchy, are as follows (in thousands):

Pension Benelits

Ovher Benefils

214 2003 2014 2013
Benelin obligation at end of year:
Quafified plan 1 WI933 S 827,797 B % .
(nlher plans 113 40 113,503 106,159 81129
Total benefit obligation at end of year 1,081,339 941,300 103,139 82,129
Fair vahie of plan assets at end of year 351091 TYTM2 3616 3287
Funded Status $ (230248 S5 (143896 § (99523 & (T5.842)
Level 1 Lewel 2 Lewel 3 Total
Pension asse fair valwe kevels at December 31, 2014;
Mutual funds £ 6823 5 - s - & 68,203
Common collective tust - To851 - Tl B3]
Maoney narket fund - 257 - 257
Pension assets at fair value $ 68203 5 761,108 § - $ £29.311
Pension asset fairvalue kevels at December 31, 2013
Mutual funds £ 68486 5 - 3 - & 68,486
Commen collective trust - T18.524 = TI8.524
Maoney narket fund - 237 - 237
Pension assets at fair value S 08486 5 718.761 § - $  THLMT

Other benefit plan assets of $3,616,000 as of December 31, 2014 and $3,287,000 as of December 31, 2013, are all mutwal

funds in the Level | eategory.

The guaraneed insurance comracts of 321,780,000 and 510,155,000 a5 of December 51, 2014 and 2013, respectively are
recorded at contract value, Therefore, these comtracts are not measured at fair value on a recurring basis and not included in

the preceding tables,

-30-

https:/mwww.sec.gov/Archives/edgar/data/1655167/000165516716000005/dtccconsolidatedfinancia.htm

32/49



9/9/22, 3:50 PM

dtccconsolidatedfinancia

Deetails of the net amount recognized in the Unaudited Consolidated Statements of Financial Condition (excluding taxes) are

as follows (in thousands):

Fension Benefits Other Beneflis
014 2003 2014 2013

Amount nol yet rellected in net periodic benefit cost and

included in acoumulated other comprehensive loss:

Prior service cost s (1333 8 (8354) S 1324 S 21 083

Accamiulated loss (246718 {143.000) (30872} [14.766)

Accunulated other comprehensive loss (2540510 (1514451 (17.578) 6,317

Cumulative net penodic benefli cost

in exvess of emplayer contributions 23803 T84T (B1.945) (85.159)

Net amount regognised a1 year-end 5 (230,348 § (143,898) & (99.523) % (TH.843)

The accumulated benefit obligation for all defined benefit plans as of December 31, 2014 and 2013 was $1,073,094.000 and

$924,525,000, respectively.

Pension p]nn masunqmnm used b}' acluaries o deterinine benelit U!\Iigmil‘:m for December 31, 20014 and 2013 were as

fallows:

Pemsion Benefils

Other Benelils

04 2003

Welghted-average assumptions used w determine benefin

abligations at December 31:

Discount rate 4.09% S.05%

Rale of compensalion ingrease nfa nfa
Weighted-average assumptions used 1o determine net

periadic benefit cost for the years ended December 31

Mscount rate 5.05% 4.25%

Expected long=term mte of retum on plan assets 0.0 .00

Rate of compensathen increase nfa 3.506%

Assumed heahh care ¢ost trend mtes ot RDecember 31
Healih care cost trendrie assumed for nex year
Rate (o which the cest trend mte is as

(ihe wltirmate trend rate)
Year that the rate reaches the ullimate trend e

wmed 1o decline

2014 2013
4. 13% &%
nia na
4.96% +.12%
GO0 B0
nia i
T.22% Ta%
4.50% 4305
2029 2029

DTCC's actual pension plan asset allocations as of December 31, 2014 and 2013, by asset category are as follows:

Pension Benefiis Oither Benefits
2004 2003 2014 2013
Exjuity securnlies 25% 2668 6% G
Debi xecurities 755 T S0 S
Tetal 1M | (MK | G 1007

To develop the expeeted long-term rate of return on assets assumptions, DTCC considered the historical retums and the
future expectations for returns for each asset class, as well as the target asset allocation of the pension pontfolio. This

resulted in the selec of the 6% Inng-h:ml rate of return uei:mmpticm_
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Based on DTCC s target asset allocation guidelines in 2004 and 2013, 200 to 30% of the plan assets are o be invested in
equity securities and 70% to 30% in fixed income securities (including guaranteed invesument contracts).

Details of the components of net periodic benefit cost and other changes recognized in OCH (excluding taxes) are as follows
(in thousands):

Pension Benelils Other Benefils
2004 2003 2014 2013
Components of net perfodic benefit cost:
Service cost 5 4,792 5 ), 5640 s 2,08 - 2.7
Interest cost 45,334 41,230 4,176 3,562
Expecied relum on plan asscts (42,8100 (54,136} (157} {44T)
Amoniztions:
Prioe service cosl 1012 1,143 (7,789 (7.789)
Transition ahligation - - - -
Actuarial loss 4337 B350 1,122 G0
g ment hss E - - -
Scitlement koss 1. 1% 2108 = =
Net periodic cost (benefith 13,804 20273 (64 (25)

Otherchanges recognized in OCT
Prior service cost arising diring the period - -
Met loss (gainy arsing during the period 109074 (143400 17.229 (18.253)
Curailments :
Priorservice cost - - - £
Mei gain due 1o cunallment - - - -
Amonimlions:
Tranzition obligatkon - - - -

Priorservice cost (1.022) (1.143) 7789 7789
Actuarial and cettlement boss (54460 (0467) £1.122) i1.004)
Net other changes in OCI 1 02,60 (157.01 1) 23896 [12.368)

Net anount recognized in net perodic benefit cost and 01 5 1164100 5 {127 738} 5 23,258 5 12303

The Company contributed $10,000,000 10 the benefit plan in 2014 wand expects to contribute appraximately $10,000,000
during 2015, Settlement losses relate o early retirement of executives who elecied lump-sum and periodic payments. There
were no Participant contributions to the plans in 2014 or 2003,

Details for the benefit payments for the pension plan and other plans for 2004 and 2013 were as follows {in thowsands )2

2014 2013
Pensben plan 13 59,264 5 [
hherplans 2,305 2304
Total 5 61829 5 71.060
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The amounts expected to be paid or (received) in the next 10 years are as follows {in thousands);

Employer Medicare

Benefit Subsidy

Pens o Faymenis Receipis
Fil ) 5 06778 § 4222 $ 2%
20045 0445 4363 (28)
017 Sodls 4,630 (27)
2018 54089 4897 (26)
2019 77.740 5216 (25)
Nest five years 340,342 3404 (12)
Taotal 5 GA5E10 s 53,822 5 (237)

16, INCOME TAXES

DTCC and s subsidiaries file a consolidated federal income wax return and combined oF unitary INCOME X rELUMS 0 MOos!
states, with the exception of DTC, which files separate New York State and New York City income tax returns, DTCC and
its subsidiaries file other state and non-ULS, jurisdiction income tax returns on a separite company basis,

The companents of the Company's income tax provision for the years ended December 31, 2014 and 2013 are as follows (in
thousands):

2014 2013

Current income tax:

Federal 3 4,121 ] 37.0630

State and local 8.208 12311

Foreign 6,366 4524
Defemed income tax (benefity:

Federal 7.595 (10,024)

State and local (318) 11,846

Foreign (3.790) 1,343
Provision for income Laxes 3 22,242 3 ST.630_

The 2014 and 2013 effective tax rates differ from the 35% federal stautory rate mainly due to state and local taxes,
permanent differences between fimancial statement income and taxable income, and adjustments 1o deferred tax balances, A
reconciliation of the U5, federal statutory 1ax rate 1o the Company’s effective 1ax rate on the income before provision for
imcome twxes is as follows:

Year ended Dec, 31,

2014 2013
ULS. statutory mle 35060 3500
State and local income taxes, net of federal income tax benefit 9.4% 5.6%
Change in unrecognized tax benelits 37% =124%
Mon-controlling interest 7.8% -
(hher 365 -1L0%
Elfective tax rate 34.3%: 27.2%
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The components of deferred tax assets and liabilities as of December 31, 2014 and 2013, were as follows {in thousands)y:

2014 2013
Acerued compensation 3 32657 3 20934
Accrued employee benefits 255,730 203,061
Sofiware 101,879 64,616
Deferred rent 8117 T448
Oher 54.785 38,100
Total deferred taxassets 453177 M3 160
Deferved tax liabilities ;
Acerued compensation (2.582) =
Acerued employee benefits (45.776) (49.285)
Software (180L138) (145.691)
Depreciation (38.038) (22366
Investment tax basis difference - Omgeo (56.174) (54719
Other (200440} (B.763)
Total deferred tax liabilities (343,157) (250.826)
Net deferred tax asset before valuation allowance 110,020 62,334
Valuation allowance {2,725) {2.725)
MNet defermed tax asset 3 107.295 3 56,60
ot e
Reported as:
Cument deferred laxassels 3 8.270 3 8591
Cument deferred tax liabilities - -
Met cument deferred tax assets 8,276 8,591
Non-current deferred taxassets 421076 331844
MNon-current defemed vax liabilities (343,157 (2R0.826)
Met nom-curment defemwed tax assers 99,019 51018
Net defemed axassets b 107,295 b 59,600

The Company had valuation allowance of $2.725,000 at December 31. 20014 and 2013, respectively, related 1o foreign tax
eredits earry forward for which wiilization is uneertain,

34-
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The Company has not provided U.S, income taxes and foreign withholding taxes on the undistributed camings of foreign
subsidiaries as of December 31, 20114 because the Company intends o permanently reinvest such earnings outside the U.S.
As of December 31, 2014, the cumulative amount of earnings upon which U.S. income taxes have not been provided is
approximately S30.000,000. It is not practicable to determine the amount of deferred taxes that might be reguired o be
provided if such earnings were distributed in the future.

Details for UTBs as of December 31, 2014 and 2013 were as follows (in thousands):

2014 2013

Beginning balance at Januoary 1, 3 42,845 $ 40949
Prior period Lax positions:

Increases 402 13082

Decreases . -
Current period tax positions 867 15,661
Settlements with taxing authoritics * (9,089
Lapse of statute of mitations (1,100 {17.758)
Ending balance at December 31, 3 43014 3 42,845

The Company classifies interest related 10 UTBs and penalties, if incurred, in tax expense in the Unaudited Consolidated
Statements of Income. As of December 31, 2004 and 2013, the amount of acerued imerest recorded in the Company's
Unaudited Consolidated Statements of Financial Condition related o UTBs was 510,222,000 and 56,957,000, respectively.

The Company is subject to U.S, federal income tax as well as income tax in various state amd local and non-U.S,
jurisdictions. Federal income tax returns filed for the tax years 2000 through 201 2 are currently under examination and the
federal income tax retum for 2013 remains subject o examination by the IRS. New York State income tax returns for 2007
through 2011 are currently under examination and 2012 through 2003 remain open o examination. New York City income
tax retums for 2000 through 2011 remain open w0 examination amd 2012 through 2013 remain open 1w examination. DTC's
New York State income tax returns for 2008 through 2000 are cumrently under examination and 2011 through 2013 remain
open 1o examination. DTC's New York City income tax return for 2012 is currently under examination and 2013 remains
open o examination. Florida income tax retwms for 2008 through 2013 are currently under examination.

For the current ongoeing audils related to open tax years, the Company estimates it is possible the balance of UTBs could
decrease in the next 12 momhs as a result of the effective seulement of these audits, which might involve the payment of
additional taxes, the adjustment of certain deferred taxes and/or the recognition of tax benefits. It is also possible new issues
might be raiscd by tax authoritics which might necessitate increases to the balance of UTBs, As the Company is unable to
predict the tming of conclusion of these audits, the Company 1= unable to estimate the amount of changes 1o the balance of
UTHs at this time. However, the Company believes it has adequately provided for its financial exposure for all open tax
years by tax jurisdiction.
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17. SHAREHOLDERS® EQUITY

Common Stock. DTCC has 28,500 authorized shares of common stock with a par value of 100 per share. At December 31,
2014 and 2013, 23,655 shares of commen stock were outstanding,

Preferred Stock, Under a plan adopted by the board of directors, each Participant of DTC is required 0 own shares of its
Series A preferred stock. The ownership of DTC preferred stock is reported as !!GI'I-COI'IINHIHQ interests im the Unaudited
Consolidated Statements of Financial Condition. Thene was $150.000,000 of DTC Series A preferned stock omstanding as of
December 31, 2004 and 2013 (1,500,000 shares at a par value of SI00 per share). In December 2010, DTC's authorized
Series A prl:l'l:rn:d sock was increased h) 1,750,000 shares bra 'ing the total to 3,250,000 authorized shanes, or
£325,000,000. None of the additional authorized shares have been issued.

Total shares Carrying Divicheras juid

Issued and wailwe ak et share im
ot g Dveemiber 31, 2004 2014
Serbes Descripton  jin thowsends) i itvcew sl For smnum diddend rabe Ly dirifiresd
Serin A Honcamabsive Popetual |5M 5 1S40 S 6L b

On February 6, 2014, the U.S, Securities and Exchange Commission approved DTC rule filing SR-DTC-2014-01. Under the
rule change, which became effective March 3, 2014, DTC no longer included the amount paid by Participants for the
purchase of DTC Series A Preferred Stock (5150 million in the aggregate) as a liguidity resource for the Panticipant Fund
subsequent to March 3, 2004, the 5150 million has been accounted for as available for general business purposes,

At December 31, 2004 and 2013, there were | | shares of Treasury stock.

Regadarery Capiral. DTCC and its regulated subsidiaries maintain and report regulatory capital in accordance with all
relevant laws, rules and guidelines, As a mulinational enterprise, various DTUC subsidiaries are subject o regulatery
capital regimes, as applicable, DTCC subsidiaries file regulatory capital reports with the Federal Reserve Bank of New York
(FED). the New York Suate Department of Financial Services, and the U.S. Commodity Futures Trading Commission
(CFTC) in the United States; the Bank of England in the United Kingdom; the Japan Financial Services Agency (JFSA) in
Japan; Australian Securities and Investments Commission (ASIC) in Australia; Ontario Securities Commission (05C) in
Canada; and the Monetary Authority of Singapore (MAS) in Singapore.

Warious DTCC subsidiarics are subject w0 capital guidelines issued by federal and state banking regulators. At December 31,
2014, DTCC operated banking activities under two subsidiaries: DTC and The Warchouse Trust Company (WTC). Under
these guidelines, DTC and WTC measured capital adequacy based on their Tier | capital and Total capital ratios, At
December 31, 2014, DTC and WTC maintained Tierl and wotal capital ratios of 66.6% and 221.9%, respectively. in excess
of the well capitalized standarnds established by the Federal Reserve of 4%,

-6
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TRANSACTIONS WITH RELATED PARTIES

DTCC has agreements with MarkitSERY, Solira, Margin Transit, and NYPC w provide various suppon services and office
facilities. Expense reimbursements under these agreements, which are included in other services and accouns receivable,
are as follows (in thousands):

Other Services Other Receivables
2014 2013 2014 2013
MarkitSERW 5 16,667 3 18484 3 4.250 3 5,764
Soltra BHE - - -
Maigin Transit 1,065 - . -
NYPC 2054 4.769 - 1,206
Tatal 1] 20,674 3 23,253 3 4,250 3 6,970

DTCC contributed software with a carrying value of 53,010,000 to NYPC during 2013 resulling in an increase in eqguily
methad investments in the Unaudited Consolidated Statements of Financial Condition for the same amount, Please refer to
Nave [0 for further details

COMMITMENTS AND CONTINGENT LIABLITIES

Lease Commitment. The Company leases office space and data processing and other equipment. The leases for office
space provide for rent escalations subsequent w 2014, Rent expense under these leases was 524,981,000 in 2014 and
529,087,000 in 2013, included in the occupancy line of the Unaudited Consolidated Statements of Income

At December 31, 2004, future minimum rental payments under all noncancelable leases are as Follows (in thousands):

2015 5 31,075
2016 31,117
2017 20,770
s 3534
20y 26,644
Thereaner 263,728

Tobal mininmrm

Litigation. The Company is involved in legal proceedings and litigation arising in the ordinary course of business. In the
opinion of management, the outcome of such proceedings and litigation is not expected (o have a material effect on the
Company s unaudited consolidated financial position, operations, or cash flows.

CUARANTEES

Certain DTCC subsidiaries (INSCC, FICC, and EuraCCP) provide central counterparty (CCP) services, ncluding clearing,
seltlement, and risk management services. Acting as a CCP, they guarantee the settlement of trades in the event one party o
a trade defaults, A Participant default is defined in each cleanng subsidiary™s rules, In its guarantor role, each clearing
subsidiary has equal claims w and from Participants on opposite sides of petted transactions. To cover its guarantee risk, the
¢ subsidiaries use risk-based margining w collect cash and securities collateral (Clearing Fund).

-37-
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NSCC s the leading provider of U.S, clearance, netting, risk management and settlement for virually all U.S. broker-to-
broker trades involving equities, corporate and municipal debt, exchange wraded funds and unit investment trusts, Through
its Cominuous Net Senlement (CNS) Sysiem, NSCC is imterposed between Pamicipams in securities clearance and
settlement. CNS transactions are generally guaranteed as of the later of midnight of wade date (T) +1 or midnight of the day
the transactions are reported 10 the membership as comparedfrecorded. Because NSCC stands between the Participants
delivering and receiving CNS trades, the failure of Participants to deliver securities to NSCC on settlement date, and the
corresponding failure of NSCC w redeliver the securities, resulls in open positions. Open CNS positions are marked-1o-
market daily. Such marks are debited from or eredited w the involved Participants through the sealement process. At the
close of business on December 31, 2014 and 2013, open positions due o and from NSCC totaled 51722 billion and 5147.8
balliom, r\;eipt:ctivn:ly, There werne no defaults I'Jy Pﬂnlmpanlti 10 these n'hlig,nlimix.

FICC, through its Government Securities Division (GSI), is the leading provider of real-time trade marching, clearing,
netting, risk management and settlement for wrades in U.S. government debt, including repurchase agreements. Securities
processed by GSD inelude Treasury bills, bonds, notes, zero-coupon securities, government ageney securities, and inflation-
mdexed secunties. The LS. government secuniies market s predominantly an over-the-counter market and most
transactions are senled on a T+1 basis, Trades are guaranteed upon comparison. GSD's nening system interposes FICC as
settlement counterparty between G5 Participants for cligible trades that have been netted. The gearantes of net sentlement
positions by FICC results in a petential liability i0 FICC, Guaranieed positions that have not yet setiled are margined and
collateralized [w'u:e-dsily vig the member's Cluﬂring Fund, and marked-1o-market [wil:u-l!:iLy with ¢ash debited from or
credited 10 the responsible Participants through the funds-only settlement process. At December 31, 2014 and 2013, the
amount of guaranteed positions due from netting GSD Participants 1o FICC approximated $846.9 billion and $844.8 billion,
respectively. There is an equal amount due 1o cenain other GSD Participants from FICC after consideration of deliveries
pending to FICC. There were no defaults by Panticipants to these obligations.

MRBSD's approval as central counterpany and pool netting sysiem were implemented opening of business on April 2, 2012
This implementation positioned MBSD 0 begin t0 guaraniee transaction setilement. The pool netting system inferposes
FICC between MBSD Panicipanis for eligible wades that have been pool newed. The guarantee of seitlement for pool
netting eligible trades as well as TBA trades by FICC resulis in potential liability to FICC, Guaranteed positions that have
not yet settled are margined, marked-to-market daily and collateralized via the members Clearing Fund. At December 31,
2014 and 2013, the gross amoum of gearanieed positions by MBSD which were scheduled to settle approximated $286.3
billion and 5248 billion, respectively. There were no defaulis by Participanis 1o these obligations,

EuraCCP was a CCP that cleared trades in variows European markets, including equities issues, and listed depository
receipts and was dissolved as of June 30, 2014, Through the progess of novation. EuroCCP substituted itsell for all
counterpartics, becoming the buyer o cach seller, and seller to cach buyer, thus assuming counterparty risk for its
Participants and allowing the settlement of trades in the event of Participant failure. At December 31, 2014 and 2013, the
total valuee of all pending net obligations scheduled to settle over the next three seitlement days was 30 and $10.2 billion,
respectively. There were no defaults by Participants to these obligations.

If a NSCC, FICC, or EwroCCP Participant defaulis, such Participant’s deposits to the Clearing Fund would be liquidated 1o
satisfy an outstanding obligation andfor loss. If those funds are insufficient o cover the liquidation of the defaulting
Participant’s owstanding obligations w NSCC and FICC, NSCC and FICC would then use any funds available from any
applicable multilateral netting contract and limited cross-guaranty agreements, under which these clearing agencies have
agreed to make payme
extent these clearing agencies have excess resources belonging to the defaulting Participam.

s 1o cach other for any remaining unsatisfied obligations of a commaon defaulting Participant, to the
In addition. FICC has emered into cross-margining agreements with the Chicago Mercantile Exchange Inc, (CME) Under
this agreement. FICC and CME would apply available amounts to each other under speeified circumstances,

If there is siill a deficit, in the case of NSCC and FICC, they would apply at least 259 of their rewined eamings

respectively. Any remaining deficiency would be satisfied through a loss allocation 1o non-defaulting Panicipants based
wpon a formula set out in the subsidiary”s rules.
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On December 2, 2014, FICC filed a proposed rule change (SR-FICC-2004-11) with the SEC to move the timing of novation
tar the time the trade is guarameed. If approved by the SEC, this change will be effective in the GSD Rules and the MBSD
Rules.

OFF BALANCE SHEET AND CONCENTRATION OF CREDIT RISKS

Credit risk represents the potential for loss due 1o the default or deteriomation in credit guality of a Panicipant. The
Company’s exposure 1o credin risk arises primarily from clearing and sewlement service operations. Credin risk also anses
fromy financial assets, which consist principally of cash and cash equivalents, investments, aceounts receivable, and
Participan Fund and Clearing Fund

Coneentrations of credit risk may arise due to large connected individual exposures and significant exposurcs 1o groups of
Participams whose likelihood of default is driven by common underlying factors, including economic conditions affecting
the securities indusiry and debt issuing countries.

Given that NSCC, FICC and EuroCCP are CCPs, they are exposed to significant credit risk of third partics, including their
customer base, which exiends to companies within the global financial services industry. Customers are based in the United
States and overseas and include participating brokers, dealers, institutional investors, banks, trust isswers, mutual fund
companies, insurance carriers, hedge funds. and other financial intermediaries — either directly or through comespandent
relationships.

Cash and Cash Equivalents. The Company maintains cash and cash equivalents with various financial institutions. These
financial instinmions are located in various geographical regions, and the Company's policy is designed w limit exposure 1w
any one institution. As part of its risk management processes, the Company performs periodic evaluations of the relative
credit standing of the Fnancial instittions with whom it places funds, The Company generally makes deposits with Financial
siniutions having a credit rating of at least A-JAZ or betier from recogmzed rating agencies and that are approved via its
imternal credit review process. The Company also monitors the condition of the financial instimtions with whom it places
funds on an ongoing basis to identify any significant change in an institwtion’s financial condition. If such a change takes
place. the amounts deposited with such financial institutions may be adjusted,

Marketable Securities. In addition 1 making invesiments in reverse repurchase agreements, money market funds, and
imteresi-bearing deposits, the Company also makes direct investments in ULS. Treasury securities. Credit risk related o
miarketable securities invelves the risk of nonperformance by the counterparty. which could result in a material loss, To
mitigate the risk of credit loss, the Company only makes investments in debt obligations of the U5, government or those
LL5. government agencies guaranieed by the U.S. government.

Accounts Receivahle, Credit risk related 1o accoums receivable involves the risk of nonpayment by the counterparty. Credit
risk is diversified due 10 the large number of Participants comprising the Company’s customer base, The Company also
performs ongoing credit evaluations of the financial condition of its customers and evaluates the delinguency status of the
receivables.

Participant Fund and Clearing Fund. In addition to risk management policies deseribed above for cash and cash
equivalents, when Participants provide cash deposits o the Clearing Fund, the Company may invest the cash in reverse
repurchase agreements (reverse repos). The Company bears credit risk related 1o reverse repurchase agreements only to the
extent that cash advanced 10 the counterparty cxceeds the value of collateral received. Securities purchased under reverse
repos are generally ULS. Treasury and agency securities having minimal credit risk due w low probability of U.S.
government defaull and the highly liquid nature of these securities, Reverse repo imvestments are secured: collateral must
have @ market value greater than or equal o 102% of the cash invested. Additionally, reverse repo investments are typically
placed with financial institwtions having a credit rating of A-fA3 or beuer from recognized rating agencies and that are
approved via the Company's credit review process. To avoid concentration of credit risk exposures, the Company sets credit
limits for each counterparty.
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Participant cash deposits may also be invested in money market mutual funds under Rule 2a-7 of the Investment Company
Act of 1940 having a credit rating of AAA/Aaa from recognized rating agencies. Since the Company only invests in highly
rated money market mutal funds and cash is rewrned each day, the Company has minimal eredit risk related 10 these
imvestments.

The Company is also exposed to credit risk on a daily basis as o result of its responsibilities for clearing and sewlement
services. This risk anizes at DTCC should a Participant fail o fulfill its setlement obligation.

The Company provides risk management/mitigation by identifying, measuring and responding to these risks in order to
protect the eiafg;ly and soundness of the L'!::uring and seitlement system, WVarious 100ls are utilized to lllitigslv these risks,
imeluding, but not limited w the following: sewing capital adequacy standards; assessing new applicants: performing
continuous monitoring of Participants’ financial condition: reviewing Participams® daily wading activity and determining
appropriate collateral requirements; maintaining the Participant Fund and Clearing Fund; trade and continuous trade netting,
marking unsettled trades to market; and wtilizing a variety of advanced quant ¢ analytical methodologies, such as back
and stress lesting.

In onder to become a participating member at any of DTCC's elearing agency or RCH subsidiaries, an applicant must meet
minimum eligikility eriteria (which are specified in the subsidiaries” respective rules). All applicants must provide the
C()mp:my with certam fnancial and c]pumliolusL mformation, This nformation 5 reviewed 0 ensure the upplir:snl has
sufficient financial resources 10 make anticipated contributions. o the relevant subsidiary’s Panicipants Fund or Clearing
Fund and 10 meet obligations 1o the subsidiary, The credit quality of the clearing Participant is evaluated at the time of
application and momnitored on an ongoing basis 1w periodically review the Panticipant’s financial condition and ability to
mieet the financial requirements of membership. As part of its review, the Company utilizes an internal credit risk rating
manrix 1o risk rate its bank and hroker Panicipants. The resulting rating determines the level of financial review that will be
performed on cach Participant and may impact their Participants Fund and Clearing Fund requirements,

Collmeralization controls and met debit caps are employed by DTC o protect Participants against the risk that one or more
Participants may fail @ pay their settlement obligations. DTC’s eellateralization contrels prevent the completion of
transactions that would eause a Pafticipant’s net debit balance 0 exceed the value of collateral in its account. This is
designed so that if & Panticipant fails w pay or meet its setdement obligation, DTC will have sufficient collateral 10 secure
funding for seitlement and liquidation of the collateral w repay any borrowings, DTC's net debit cap controls limit the net
settlement debit that each Panticipant can incur 1o an amwount, based upon activity level, which would be covered by DTC's
sourees of liquidity. The net debit cap is structured so that DTC will have sufficient liguidity w complete sendement should
any single Pariicipant or Pariicipant family fail o seitle.

NSCC, FICC and EureCCP colleet Clearing Fund deposits from their Participants using a risk-based margining
methadology. The risk-based methodology enables them to identify the risks posed by a Participant’s unsettled portfolio and
to quickly adjust and collect additional deposits as needed 1o cover those risks. At multiple times during the day, Clearing
Fund requirements are caleulated for each Participant based on then-current unsettled and pending transactions. Security
pricing is updated on an intraday basis and additional charges may be collecied to cover significant price movements from
those Participants with a significant exposure in the identified security. The Company monitors Participants overall trading
activities throughout the rading day w determine whether exposures are building up that would require special actions w
merease their Clearing Fund deposits, The Company regularly performs back and stress testing of the quality and accuracy
of its risk management systems o ensure the adequacy of Clearing Fund requirements and to respond 1o other risk factors
the tests may reveal.

DTC, NSCC and EuroCCP also maintain lines of credit o support potential ligeidity needs in the event of a Panticipant
default, See Note 14, Deba,

The Company also limits its exposure o potential losses from default by Participams trough muhilaeral netting conracts
and limited cross-guaranty agreements with other clearing agencies. These arrangements are designed 1w provide a
mechanism for the sharing of excess net collateral resources of a common defaulting Participant held at one cleanng agency
to cover losses incurred at another clearing agency. NSCC, FICC, and DTC have a multilateral netting eontract and limited
cross-guaranty sgreement with each other and with Opions Clearing Corporation (OCC) under which these clearing
agencies have agreed o make payment to each other for any remaining unsatisfied obligations of a common defaulting

-40-

https:/mwww.sec.gov/Archives/edgar/data/1655167/000165516716000005/dtccconsolidatedfinancia.htm

42/49



9/9/22, 3:50 PM

dtccconsolidatedfinancia

Participant to the extent they have excess resources of the defaulting Participant. NSCC and OCC also have an agreement
providing for payments to each other relating to the setlement of cenain option exercises and assignments in the event of a
muwal Panicipant’s failure. Further, DTC and NSCC have a newing comract and limited cross-guaranty agreement which
imcludes certain arangements and financial guarantees 0 ensure securities delivered by DTC to NSCC to cover CNS
allocations are fully collateralized.

If & DIC Participant fails o pay any obligation to DTC, such Panticipant’s deposits to the Participants Fund may be applied
to payment of tha obligation. DTC may also apply the Panicipams Fund deposits of non-defaulting Participants w satisfy
any loss or liability incurred by DTC and/for DTC may charge its existing retained eamings and undivided profits w satisfy
the loss ulriiuhiiity.

PARENT COMPANY UNAUDITED CONDENSED FINANCIAL STATEMENTS

The following Depository Trust and Clearing Corporation unaudited condensed financial statements (the Parent Company
Unaudited Condensed Financial Statements), should be read in conjunction with the unaudited consolidated fnancial
statements of the Company and its subsidiaries and the notes thereto. The Parent Company Unaudited Financial Statements
as of December 31, 2014 and 2013 require management (0 make estimates and assumptions that affect the reporied amounts
of assets and liabilities, revenues and expenses, Management believes that these estimates utilized in the preparation of the
unaudited condensed financial statements are reasonable. Acwal resulis could differ materially from these estimares.

The Parent Company Unaudited Condensed Financial Statements include investments in subsidiaries, accounted for under

the equity method.
The DTCC Paremt Company Unaudited Condensed Statements of Financial Condition are as follows (in thousands):

As of December 31,

2014 2003
ASSEIS
Cash and cash equivalents g 68145 % TRE97
Investment in subsidiarics 870,913 905,108
Due from subs idinries Aol E3d BN
Premises. equipment, and intangible assets 236,156 198258
Other nscets 451,808 438413
TOTAL ASSETS 3 L087.856 3 1004200
LIABILTTIES AND SHARBHOLDERS' EQUITY
LIABILITIES
Long-term debi and other bemowings g 352007 8 32T
Pension and post retirement bene fits 329,770 211.992
Other liabilities 585,362 69042
' 1,268,039 1,148,204
SHAREHOLDERS BECRUTTY
Preferred stock ) (2L
Common stock 2,366 2300
Paiid-in capital 13571 13571
Retained caming s 976,319 3552
Treazury stock (42) i42)
Accumulated other comprehensive loss, net of tax (172,997) (104.051)
Total sharcholders’ equity 819817 855,990
TOTALLIABILITIES AND SHAREHOLDERS' BQUITY 3 1087856 3 2.004.200
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DTCC Parent Company has an agreement with its subsidiaries whercby the DTCC Parent Company pays for substantially
all of the expenses for the operations of its subsidiaries. The related expenses are allocated w subsidiaries based upon their
use of such goods or services as determined by applicable allocation facvors. Further, the agreement provides that the Parent
Company performs credit and quantitative risk services, and certain other services for its subsidiaries including
administrative, internal audit, finance, and legal services. In 2014 and 2013, the billing for these services was determined as
104% of wial allocated expenses, excluding pass through charges and the impact of capitalized software, The fee,
representing the amount over actual cost, is included in imerest and other income on the Unaudited Condensed Statements
of Income.

The DTCC Parent Cump\any' Unaudited Condensed Statements of Income are as follows {in thousands):

Far the yeors ended December 31,

il 203
REVENUES
quity in eamings of subsidiaries 5 14316 % 120,114
femds from subsidianies 13,000 20,000
Interest and other income 92,308 7164
Total revenues 119,524 217283
OPERATING EXPENSES:
Professional services 1971 21,269
Oher 06,560 56,584
Total operating expcnscs 86,571 ITE5}
Ingome hefore toxes 32953 130,430
Prowisfon {benefit) for income tases 426 (14.9:45)
Net inconme 3 32,527 5 154,375
-42-
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The DTCC Parent Company Unaudited Condensed Statements of Cash Flows are as follows (in thousands):

CASH FLOW S FRONM OPERA G ACTIVITIES:

Mot ieonme
Adjustments to reconcile net income to net cash pravided by (used
Fguity i exmings of subsidiaries
Depre

Tmpaimment of intangible assets

viom aned amontiztion

Impariment on equily method inve:

Armount reclas ed from other comprehensive income

Deferred income asrs

Ol
Due frem subsiliarbes

n operiting aceets and lisbilities:

Changes in other operating assets and labilities
Net cash provided by (used in) opemting activities

CASH FLOW S FROM INVESTING ACTIVITIES:

Purchase of equity method investments

Purchases of sollware and equipn
Net cagh uged in mvesling ac

CASH FLOW S FROM FINANCING ACTIVITIES:
Proceeds from issuance of debt and notes payable
Principal rnaznis on deb and capital kase obligations

Net cash provided by linancing aclivities

Effect of forcign exchange mic changes on cash and cash cquivalents
Net idecrease ) incrense in cash and cash equivalenis

Cash and cash equivalents - Beginning of year

Cash and cash equivalents - End of year

SUPFFLEMENTAL DISCLOSURES:

Mon-cash e lease

IMPACT FROM SUPERSTORM SANDY

For the years enced December 31,

2004 23

57 . 1 154375
(14216 (120104)
4R, 250 24481
522 -

. 49857

A6 -
(39,163 K1.592
(670100 1168, 160)
83,185 1107 488)
50,157 A I3MB525)
- (10,158)
(67.523) 162R17)
(67,523} (72970
20,157 232,704
(1303 A1 155)
7113 22549
19k 3584
(0452} 22438
IB5T 56,159
655, 145 5 TR597
8,206 3 51 075

— s

During the last quarter of 2012, the Company’s operations were significanily impacted by Superstorm Sandy (Sandy). The
Moodwaters that engulfed the lobby and underground Moors of its corporate headguarters at 55 Water Street in Lower
Manhattan forced a lengthy closure of that building, displacing some 2,300 employees along with the Company s operations

from the site.
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For the year ended December 31, 20014 and 2013, the expenses and insurance recoveries were recorded in other general and
administrative, on the Unaudited Consolidated Statements of Income and are as follows (in thousands):

2014 2013

Clean up and restoration of security cenificates 3 1.444 3 12313
Corporalc expenscs G610 6,526
Legal fees 16 2,786
Replacement of technical equipment 188 31

Property damage and boilding restoration 42 (7o)
Total expenses 2400 21,586
Insumnee recovernes (14.531) (31,5009
MNet impaet 3 (12,131 § (0914

In addition, as a result of Sandy, DTCC is at nsk for a range of additional potential exposures. The most significant of these
stem from the flooding of the vault and resultant damage 1o certificates. As a result, the Company has potential contingent
ligbilities from (i) the issuance of indemnifications w Issvers and their representamives, including Transfer Agems for
damaged certificates to enable the processing of transactions uniil such time that the cenificates become physically
available, (i) replacement of centificates, and (3} issuance of surety bonds for the replaced certificates.

Since the last quarter of 2012, DTCC iwued 99,997 Letter of Indemnification (LOI) cenificates and rescinded 98,400 of
them as of December 31, 2014, As of December 31, 2014, there were a wtal of 1,588 cenificates outstanding valued a 5384
million. The Company continues to assess this matter and believes, based on information available w it, the resolution of
these matters will not have a material adverse effect on the linancial condition and the Company's operating results or cash
flows for any panicular period. Accordingly. no such amounis have been recognized by the Company in the accompanying
unaudited consolidated financial staements. The Company continues 10 assess the probability and the estimation of the
exposure to determing the extent of further disclosure and/or recognition may be necessary going forward,

In accordance with applicable guidance, DTCC had previously established accruals for replacement of the certificates and
issuance of surcty bonds for the replaced certificates where they represent loss contingencies that are both probable and
reasonably estimable. As of December 31, 2014, the Company established $2.5 million accrual for these probable cash
outflows. In such cases, there may be a possible exposure 10 loss in excess of any amounts accrued. DTCC will continue o
monitor such matters for developments that could affect the amount of the acerual, and will adjust the accrual as appropriate.
DTCC believes its accruals for these exposures are appropriate and. in the aggregate, are not material w the unaudited
consolidated financial position of DTCC, alihough fulure accruals could have a maierial effect on net income in a given
perniod.

DTCC maintaing a property insurance policy thar has sublimits thar apply w various types of damage, such as business
mrerruption (lost profits), extra expenses (expenses mcurmcd (o keep normal business operations running), debris removal,
ete., and also to specific types of damage incurred from catastrophic natural disasters such as hurricanes, earthguakes, and
foods, DTCC alse maintains insurance coverage for losses relating o its business as custodian of property, including losses
arising from lla!TIﬂ\gl'.! to of destruction of securities. During 2013, DTCC received a $31.5 million paynent against its claims
related o property, business mterruption and losses arising from damage or destruction of securities and is included within
the other gemeral and administrative line item in the accompanying Unaudited Consolidated Statement of Income.
Su'hn::inl:nlly i 2004, an additional $14.5 million Payment was received !g!i::at these claims bringirlg the total insurance
recovery amount o 546 million.
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24, OTHER MATTERS

Lehman Brothers Ine. On September 19, 2008, a Trustee was appoinied, under the Securities Invesior Proteciion Act
(SIPA), to administer and liquidate the business of Lehman Brothers Inc. (LBI. As part of the liguidation of LBIL certain of
its assets were sold 10 Barclays Capital Inc. {Barclays). These assets did not, include the accounts that LBI maimtained at
NSCC, FICC, and DTC,

As a result, the Truswee. Barclays, and DTCC. on behalf and for the benefit of NSCC. FICC, and DTC (collectively. the
“Clearing Agency Subsidiaries™) entered into an agreemeni that provided for the Clearing Agency Subsidiaries o wind
down their respective LB accounts, including the close out of pending transactions and the use of the proceeds in
accordance with their respective rules and procedures, in the same manner in which they close out positions of participants
for whom they cease 1o act. On Sepiember 24, 2008, the Clearing Agency Subsidiaries formally ceased w act for LBI.

In addition, Barclays agreed to guaranty, imdemnify, and hold harmless DTCC, each of NSCC, FICC, and DTC, and their
officers, directors, employees, owners, agents, and representatiives against any and all losses, clanns, damages, expenses
(including legal fees). or liabilities that any of them may incur as a result of winding down and closing out the respective
accounts. The guaranty is limited 1o a 250,000,000 cash deposit (the “Cash Deposit™) it provided for that purpose,

An}' losses will First be satisfied from the Cash T)cp-m;il, If there are losses n excess of the Cash Dcp(ni!, thl_':f will be
salisfied in accordance with the rules and procedures of NSCC, FICC and DTC, respectively (including through application
of LBI's Clearing or Panticipants Fund deposits and any Clearing Agency cross guaranty agreements). If any portion of such
funds remains after the close out of the LBI Accounts and satisfaction of all ebligations of NSCC, FICC, and DTC, they will
be remitted 1o the Trustee, The Cash Deposit is held st DTCC to facilitate its investment pending application against losses
or its tumover 1o the Trostee.

With respect to LBI, DTCC and its subsidiaries held the following deposiisfbalances at December 312

2014 2013
Segregated cash 3 4,101,862 LY 32,556,821
Participant and clearing funds 1.160,135 1160135
Matured moncy market investment accounts 30,644,008 29,616,175
Total 5 35,906,005 5 63,333,131

As of December 31, 2014, DTCC has delivered to the Trustee of the LBI estate $5,153.238, (KK in cash and clearing fund
securities valued at 159,479,000, auributable to the LBI estate.

MF Glebal Inc. On October 31, 2001, a Trustee was appointed, under the SIPA, o administer and liguidate the business of
ME Global Ine, (MFG), As part of the liquidation of MFG, any losses will first be satisfied in accordance with the rules and
procedures of NSCC, FICC and DTC, respectively (including through application of MFG's Clearing or Participants Fund
deposits and any Clearing Agency cross guaranty agreements). If any portion of such funds remains affier the close out of the
MFG accounts and satisfaction of all obligations of NSCC, FICC. and DTC, they will be remitted 1o the Trustee.

With respect to MFG, DTCC and its subsidiaries held the following deposits/balances at December 31:

2014 2013
Segregated cash 3 - % 22877984
Panticipant and clearing funds 1. 987406 .1 20,422
Total $ 1,987,406 S 28,998,406
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As of December 31, 2014 DTCC had delivered cash to the Trustee of the MFG estate of $254,298,000, attributable to the
MFG estate.

Management docs not expect there will be any losses auributable to the liguidation of the LBI or MFG accounts to be
assessed against retained eamings or participants.

Severance. For the year ended December 31, 2014, DTCC incurred severance expense totaling 516,841,000 that i< included
in employee compensation and related benefits on the accompanying Unaudited Consolidated Sumements of Income. In
2013, there was a similar expense of $3,638,000.

SUBSEQUENT EVENTS

At a special meeting held on January 27, 2015, DTCC's shareholders approved the amendment and restatement of the
DTCC Shareholders Agreement to include, among other changes, 8 mechanism for DTCC to sell, and reguire these common
shareholders who are aLr\emﬂ}- mquired w own DTCC eonmmmaon shares 1o pun:l\m;e, additional newly-iuued commaon shares
At this special meeting, DTCC sharcholders approved a $400 million common equity capital raise vsing this new
mechanism. The setilement date for this $400 million common equity capital raise is scheduled for April 30, 2015,

The Company evalumed events and transactions occurring afier December 31, 2014 through March 24, 2015 for powential

recognition or disclosure in these unaudited consolidated financial staiements. Mo other evenis or transactions occurred
during such period that would require recognition or disclosure in these unaudited consolidated Nnancial statements,
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