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FORWARD-LOOKING STATEMENTS
This annual report contains forward-looking statements, which are not historical facts but are based on certain assumptions and reflect TSX Group’s current
expectations. These forward-looking statements are subject to a number of risks and uncertainties that could cause actual results or events to differ materially from
current expectations. Please see Forward-Looking Statements, Risks and Uncertainties in the 2004 Management’s Discussion and Analysis for a description of
some of the risk factors that could cause actual events or results to differ materially from current expectations.
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The promise was challenging but clear – provide a high-quality, high-value, new-concept company

to investors by drawing on more than 150 years of leadership in the Canadian capital markets

while competing in strengthening global capital markets. 

In 2004, TSX Group delivered on that promise.

Listing and trading, two of our core business functions, returned to very strong growth levels

based on the broad and deep strength found in Canadian capital markets.

We expanded into new marketplaces through our purchase of NGX Canada Inc., operator of a leading 

energy exchange for the trading and clearing of natural gas and electricity contracts. NGX had a

history of strong growth, and offers TSX Group and its shareholders a very promising future.  

We achieved this through a clear, effective strategy, designed and executed by capital market

professionals working out of our five national offices. 

And the markets reacted well. The quality and value of the company are being increasingly recognized

by investors. They understand what drives our business and they share in our successes. 

We face the future with a record of achievement of which we are proud.
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YEAR IN REVIEW 2004 — A YEAR OF ACTION AT HOME AND ABROAD

JANUARY 20 – TSX hosts Canada Day in Frankfurt with
International Trade Minister, The Hon. Jim Peterson, 
to showcase listed issuers

JANUARY 27 – TSX Group announces that it will purchase
100% of NGX Canada Inc., operator of the Calgary-based
Natural Gas Exchange 

FEBRUARY 2 - U.S. dollar trading expands for issuer shares
identified with a .U extension

FEBRUARY 11 – TSX Datalinx reaches agreement with
Thomson Financial to distribute CanDeal’s real-time bond
market data to traders and investors around the world

MARCH 1 – TSX Group completes acquisition of NGX
Canada Inc.

MARCH 4 – TSX Venture Exchange launches a six-city
Venture Success campaign to raise awareness of the
exchange and its listed companies

MARCH 29 – TSX Markets introduces TSX Market on Close
trading designed to increase liquidity and lower levels of
volatility at the close of trading by establishing a call market
facility that sets the closing price for eligible securities

MAY 1 – TSX Technologies completes system hardware
upgrades to handle an increase in the order-to-trade ratio
that had significantly increased over the previous two years 

JUNE 16 - TSX launches its first On The Radar session to
showcase five real estate investment trusts to members of the 
investment community

JUNE 17 – TSX and Market Regulation Services hold the 
first Simplifying Timely Disclosure workshop to help 
listed issuers understand and manage responsibilities to
shareholders

JUNE 23 – TSX holds Canada Day in New York City with
Pamela Wallin, Canada’s Consul General in New York, 
to showcase listed issuers

TOTAL REVENUE* NET INCOME*

( $ MILLIONS ) ( $ MILLIONS )



JULY 6 – TSX Datalinx reinforces its commitment to 
transparency by introducing the TSX Venture Exchange
Delayed Market by Price feature

JULY 13 – TSX Group releases a national survey that 
shows 49 per cent of Canadians either directly or 
indirectly own shares, which equals the previous record 
set in 2000 

AUGUST 13 – TSX debuts its first national television
commercial, Flags

SEPTEMBER 21 – TSX Group holds Canada Day in London,
with Mel Cappe, Canada’s High Commissioner to the
United Kingdom and Northern Ireland, to showcase 
listed issuers  

SEPTEMBER 28 – TSX Markets holds a news conference 
to discuss the implications of the Securities and Exchange
Commission’s proposed Regulation National Market
System on Canada’s capital markets

OCTOBER 7 –TSX Venture Exchange wraps up the seven-
month Venture Success campaign in Ottawa

OCTOBER 31 – Barbara Stymiest leaves TSX Group

NOVEMBER 15 – TSX Group visits China to advance business
opportunities, and Richard Nesbitt, then-President of 
TSX Markets, addresses the 15th Annual Convention of the
Mexican Stock Exchange

DECEMBER 2 – TSX Group’s Board of Directors names
Richard Nesbitt the new CEO 

DECEMBER 3 – TSX Markets launches Multiple Give-Up, 
a feature that allows participating organizations to select a
variety of clearing and settlement options for their investors
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SHAREHOLDERS’ EQUITY* 2004 REVENUE BY SOURCE

( $ MILLIONS ) (% PERCENTAGE )

* Prior to April 3, 2000, TSX Group was organized and operated on a not-for-profit basis.

**TSX Group paid $192.0 million in dividends during 2003, including a special dividend of 

$5.00 per common share.
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TSX GROUP AT A GLANCE

TSX Group is a cornerstone of the Canadian financial system and is at the centre of Canada’s equity capital market.

TSX Group owns and operates Canada’s two national stock exchanges –Toronto Stock Exchange serving the senior

equity market, and TSX Venture Exchange serving the public venture equity market – as well as NGX, which trades

and clears natural gas and electricity contracts. From its pre-eminent domestic base, TSX Group’s reach continues

to extend internationally, providing the global financial community with access to Canada’s equity capital market. 

TORONTO STOCK EXCHANGE 

Toronto Stock Exchange is Canada’s senior equities market,
consisting of a broad cross-section of Canadian issuers.
Listing on Toronto Stock Exchange provides these issuers
with a range of benefits, including opportunities to access
public equity capital efficiently, liquidity for existing
investors and the prestige and market exposure associated
with being listed on Canada’s senior exchange. 

Issuers list a number of different types of securities on
Toronto Stock Exchange, including conventional securities
such as common shares, preferred shares, rights and warrants,
and innovative equity-related products such as exchange-
traded funds and income trusts. 

TSX VENTURE EXCHANGE

As Canada’s public venture equity market, TSX Venture
Exchange provides emerging growth companies and entre-
preneurs with a range of benefits, including opportunities
to access public and private venture financing, liquidity for
investors and the prospect of graduating to Toronto Stock
Exchange in as seamless a manner as possible. At the same
time,TSX Venture Exchange offers investors an opportunity 
to invest in emerging companies at an early stage and
through a supervised market. TSX Venture Exchange offers
a capital-raising infrastructure for the small and medium-
size businesses that are driving economic growth in Canada,
building on its western presence while pursuing new growth
opportunities in eastern Canada. 

TSX MARKETS

TSX Markets facilitates trading on both Toronto Stock
Exchange and TSX Venture Exchange. Brokerage firms,
acting as principals or agents for retail and institutional
investors, place orders to buy or sell listed securities 
using TSX Markets’ fully electronic trading systems. 
TSX Markets develops and delivers innovative trading
products and provides services supported by a strong team
of professionals.

TSX DATALINX

TSX Datalinx sells real-time and historical market data,
corporate information and index products to facilitate
investment and trading decisions of market participants.
Timely and comprehensive information about market activity 
and listed issuers assist brokerage firms and investors in the
decision-making process and facilitate efficient markets.

TSX TECHNOLOGIES

TSX Technologies is the technology team that powers 
TSX Group. TSX Technologies provides managed services, 
application development, architectural services, and
customized solutions for varying sized organizations 
across industry sectors. TSX Technologies’ broad service
offering and deep technical expertise provides their
customers the opportunity to deal with a single accountable 
service provider. 

NGX

NGX is a leading energy exchange based in Calgary.
Established in 1994, NGX’s unique market model provides 
a broad range of customers with one of the most highly
liquid, secure and efficient environments available for
trading and clearing natural gas and electricity contracts.





CHAIR’S LETTER TO SHAREHOLDERS

I am again pleased to report to you on behalf of TSX Group’s Board of Directors. Your Board continues to oversee

the execution of TSX Group’s strategies, with a view to creating sustainable shareholder value within a strong 

governance structure.

Last year, I shared with you the success of TSX Group’s
first year as a public company, its exemplary strength in
corporate governance, and its growth strategy of enhance-
ment, diversification and expansion. 

In 2004, TSX Group continued to build on these themes.
We moved forward on our goal to build a strong, national
organization, recognized for serving all types of issuers in
all geographies. We confirmed our position as world-class
exchange operators with strong revenue growth and 
disciplined expense management. And we did so while
maintaining the same high levels of accountability and
governance that we ask from the issuers that list on one 
of our exchanges.

This year, the Board was active in managing a change in
leadership. On behalf of all shareholders, I would like to
thank Barbara Stymiest for her immeasurable contribution
to our company. Under her leadership, the strategic direc-
tion, potential and operating philosophy of TSX Group
were transformed. Today TSX Group is a vibrant and
respected company, well positioned for future success. 
Ms. Stymiest left TSX Group on October 31 after ensuring
a smooth leadership transition, and we wish her all the best
in her new career.

Your Board was delighted to identify and appoint Richard
Nesbitt as TSX Group’s new CEO. Richard, former
President of TSX Markets, together with his team were
integral to the identification and acquisition of NGX
Canada Inc., an exchange that trades and clears natural gas
and electricity contracts and that is already contributing to
TSX Group’s earnings and growth, and will provide further
strategic opportunity for us in the U.S. market.

The Board and I would like to congratulate TSX Group’s
employees for an excellent year, and to express sincere
thanks to retiring directors Brian Canfield and Barbara
Stymiest for their contributions.

TSX Group is a company changed this year by acquisition,
new leadership and an expanding sense of the strategic
possibilities ahead of us. I look forward to reporting on our
continued progress next year. 

WAYNE FOX

Chair, Board of Directors
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CEO’S LETTER TO SHAREHOLDERS

By any standard, 2004 was a strong year for TSX Group Inc. The strength is reflected in the numbers in listings,

trading and data. But the numbers tell only a part of the story. Behind the numbers is an outstanding team of

management and staff whose performance was the real key to understanding that story. These are the people who

have built TSX Group Inc., in a little more than two years, into one of the most successful publicly listed exchange

operators in global markets. 

Our reach is national; we have offices in Vancouver, Calgary,
Winnipeg, Toronto and Montreal. We are a competitive
factor in global capital markets. Toronto Stock Exchange
and TSX Venture Exchange are the third largest exchange
in North America by total market capitalization of their
combined issuers. TSX Venture Exchange is one of the
world’s leading exchanges for emerging companies. Our
newest exchange, Natural Gas Exchange, holds a leading
position in trading of natural gas, electricity and related
derivative contracts. In addition, we hold a substantial
ownership position in CanDeal.ca Inc., an electronic system
for institutional fixed income trading in Canada.

We’re proud of what our people have achieved in every 
area of our operations. The quality of our management 
and staff will become even more critical in the time ahead.
The market is changing because of technology, competition
and innovation. New trading systems using sophisticated
algorithms are breaking major trading blocks into smaller
and smaller packages, routing them to the lowest-cost and
most-liquid markets.

An exchange that cannot compete amid these new technolo-
gies and alternative trading systems risks falling behind, and
very rapidly. If 2004 demonstrated anything, however, it is
our capacity to compete in this new trading world and to
grow our business according to a clearly defined strategy.

Our capacity to adapt to changing markets and technologies
is clear. By mid-2004, for example, Canadian capital markets 
had the second lowest average cost per trade in the 
world for trades by institutional investors after only Japan,
according to an Elkins/McSherry study published in
Institutional Investor magazine. 

The most recent survey, for the 12 months up to June 30, 2004, 
put the average cost per trade in Canada at 25.35 basis points,
down nearly five basis points from 2003. By contrast, in the
United States, the average cost per trade was 25.87 basis
points for a NYSE-listed issue and 34.50 basis points for
Nasdaq during the period from July 2003 to June 2004. 

Of particular importance were the findings on market
impact – the difference between the execution price and the
volume-weighted average price of the stock during the
execution of a trade. Market impact is a measure of the

underlying liquidity of a market. At an average 5.45 basis
points during the survey period, the market impact of an
institutional trade in Canada was the lowest among the 
42 countries covered by the survey. For the sake of 
comparison, the market impact of an institutional trade for
a NYSE-listed issue was 7.71 basis points, and 12.98 basis
points for Nasdaq.

This is of importance, not just to our equity exchanges 
but to the competitiveness of the Canadian economy. 
By providing increasingly efficient marketplaces, we are
helping to make Canadian capital markets more efficient.
That serves to increase investment opportunities throughout 
the economy by making Canada an increasingly competitive
and important source for raising capital, especially in 
global industries such as mining and energy where we have
a strong position and solid prospects. 

Our growing competitive strength as an exchange operator
did not come about by accident. It represents the result 
of rebuilding our trading system so that it is again a leader
in the world. It represents the quality people we have
recruited in our technology and trading operations who
have the sophisticated understanding needed to adapt to
rapid changes in the market. It represents the ongoing
effort to create new products that will attract growing
trading volumes to TSX and TSX Venture Exchange. 
It represents the focused sales effort in listings, trading 
and market data, all backed by strong marketing of the 
TSX brand, of our strengths in Canada and in key global
financial centres, and of Canada’s strengths as an economy.
Most of all it demonstrates our capacity for ongoing 
adaptation to the constantly shifting competitive forces at
play in global markets.

The year-end numbers for the company speak to our
collective success, especially in our three core areas of 
business – listings, trading and market data. Revenue in 2004
was $295.6 million, an increase of 26 per cent compared to
2003, while our net income was $98.4 million, a 29 per cent
increase over the previous year. 

Growth came from all areas of the business. On the listings
side, Toronto Stock Exchange IPO financings were up 
39 per cent to $15.6 billion, total financings were up 
32 per cent to $38.4 billion, and the total market cap for
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our listed issuers was up 20 per cent. As well, Toronto 
Stock Exchange had 204 new issuers in 2004. This was up
59 per cent from 2003 and included 58 graduates from 
TSX Venture Exchange, an increase of 23 per cent, and 
115 Initial Public Offerings, up 72 per cent. TSX Venture
Exchange had 142 new issuers during the same period, up
87 per cent, and the value of new equity financing was up
76 per cent to $4.2 billion. 

From a trading perspective, the value traded on Toronto
Stock Exchange was up 29 per cent in 2004 compared to 2003,
while the number of transactions was up 30 per cent – value
traded and transactions being two key metrics impacting
trading revenue. The numbers for TSX Venture Exchange
showed an increase of 67 per cent in value traded and 
38 per cent in the number of transactions. 

TSX Datalinx, our market data operation, also exhibited
growth, with an increase in professional and equivalent
real-time data subscriptions. This reflects increased retail

activity and revenue from CNX Marketlink, our innovative
joint initiative with CNW Group Ltd. 

These numbers also reflect the strong overall performance 
of the market in 2004 which, as measured by the S&P®/TSX
Composite* Index, outperformed the comparable U.S. index,
the S&P 500®*, for the fourth year out of the last six. 
Over that six-year period, from December 31, 1998 to
December 31, 2004, the S&P/TSX Composite Index 
outperformed the S&P 500 by 49 per cent – without taking
account of exchange rate fluctuations.

The acquisition of NGX Canada Inc. was particularly
important, not just in contributing to our growth and
demonstrating our capacity to execute on our strategy but
also as a base from which to increase our presence in the
U.S. market. We are positioned to build as well in the 
institutional fixed income market through our 45 per cent
equity interest in CanDeal.ca Inc.

*S&P®, as part of the composite mark of S&P/TSX which is used in the 
name the S&P/TSX Composite Index, the S&P/TSX 60 Index and other 
S&P/TSX indices, and S&P 500®, refers to registered trade-marks of 
The McGraw-Hill Companies, Inc. and is used under licence by TSX Inc.



Now, on the basis of what we have achieved, it is time to
move to the next level of our growth and development, as a
public company and as a cornerstone of Canadian capital
markets. I am proud to have been asked to assume the lead-
ership of the company at a time of such great opportunity. 

RICHARD NESBITT

Chief Executive Officer
TSX Group Inc. 

FROM LEFT TO RIGHT:

Sharon Pel, Senior Vice President, 

Legal and Business Affairs, TSX Group

Michael Ptasznik, Senior Vice President 

and Chief Financial Officer, TSX Group

Rik Parkhill, President, TSX Markets

Peter Krenkel, President, NGX

Eric Sinclair, Senior Vice President, TSX Datalinx

Linda Hohol, President, TSX Venture Exchange

Kevan Cowan, Senior Vice President, 

TSX Venture Exchange

Robert Fabes, Senior Vice President, 

Toronto Stock Exchange

Brenda Hoffman, Vice President, Development

Information and Trading Technology, 

TSX Technologies

John Cieslak, Executive Vice President, 

Information and Trading Technology 

and Chief Information Officer, TSX Group

Harry McLean, Vice President, Operations, 

TSX Technologies
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Making connections between buyers and sellers 

is the core of our business, and key to our growth 

strategy. In 2004 we helped 58 companies graduate 

from TSX Venture Exchange to Toronto Stock 

Exchange, opening these issuers to a larger pool of

investors. We also provided new trading products 

such as TSX Market on Close, and provided 

additional content to market data customers.

The year’s results in all three of those areas 

highlight the value and extent of these connections. 
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2 E X T E N D  O U R  P R E - E M I N E N T  D O M E S T I C  P O S I T I O N



While enhancing our core, we are also exploiting

growth opportunities in non-equity marketplaces.

Energy trading is one such field, which we entered

through our acquisition of NGX Canada Inc., 

operator of a Calgary-based energy exchange.

Electronic fixed income is another field which 

we are tapping into through our substantial 

ownership position in CanDeal.ca Inc., a fully 

electronic marketplace that traded $88 billion 

in debt securities during 2004. Taken together, 

NGX and CanDeal.ca Inc. are pipelines to our future

growth in the North American markets.
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3 E X PA N D  G E O G R A P H I C A L LY  



The past year saw TSX Group build stronger

connections with investors in established and

emerging markets. We introduced U.S. dollar

trading for 30 issuers on Toronto Stock Exchange,

and put increased focus on our U.S. sales efforts

to draw more order flow from investors in the

world’s largest pool of capital. We are selling

market data to foreign investors interested in the

opportunities found in our markets. We are

increasing awareness of our exchanges in China,

especially in the resource sectors, given our 

position as the global leader in mining finance.

Bridging markets, we also highlighted the

strengths of Canada’s capital markets to audiences 

in some of the world’s largest financial centres. 
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STATEMENT OF CORPORATE GOVERNANCE PRACTICES

TSX Group’s corporate governance system complies with
Toronto Stock Exchange’s Corporate Governance
Guidelines (TSX Guidelines) and Multilateral Instrument
52-110—Audit Committees (MI 52-110). In addition, we
continue to review our corporate governance practices with
reference to the corporate governance guidelines recom-
mended by the Canadian Coalition for Good Governance,
and in anticipation of National Policy 580 -201—Effective
Corporate Governance (NP 58-201) and National Instrument 
58-101—Disclosure of Corporate Governance Practices 
(NI 58-101) coming into force. 

The Board is responsible for TSX Group’s governance and
stewardship and overseeing its corporate strategy, affairs
and management. The Board discharges this responsibility,
either directly or, where appropriate, through committees,
and by selecting and holding management accountable for
TSX Group’s operations and for implementing its corpo-
rate strategy. The Board sets clear policies and direction for
management’s responsibilities and authority. Among its
many specific duties, the Board annually evaluates the Chief
Executive Officer against corporate objectives (established
by the Board with the CEO), and sets the CEO’s compensa-
tion. The Board also approves strategic plans and corporate
objectives that the CEO is responsible for meeting,
provides advice and counsel to the CEO, oversees ethical
and legal conduct, and assesses financial performance. 
In addition, the Board approves the adequacy and form of
compensation paid to Directors. In early 2004, the Board
adopted a Board Charter (available on the TSX Group
website) that describes its responsibilities.

At each regularly scheduled Board meeting, Directors and
senior management examine, review and discuss a broad
range of issues relevant to TSX Group’s strategy, business
interests and growth initiatives. In addition, management
provides the Board with timely and periodic reports on
operational and financial performance. During fiscal 2004,
the Board held eleven regular and two special meetings.
Attendance by Directors at these meetings was more 
than 90%, either in person, by teleconference or by video
conference. The Board plans to hold eleven meetings 
in 2005. At every meeting, the Board meets without

management to ensure it is able to discharge its responsibil-
ities independently of management. The Finance and Audit
Committee can retain an outside advisor or expert in its
discretion. The Governance Committee can retain an
outside advisor or expert with the approval of the Chair,
and an individual Director or other committee of the Board
can retain an outside advisor or expert with the approval of
the Governance Committee.

The Board has a non-executive Chair and knowledgeable
and experienced Directors, a majority of whom are 
“unrelated” within the meaning of the TSX Guidelines. 
In addition, TSX Group complies with its recognition
order issued by the Ontario Securities Commission
(Recognition Order) which currently requires at least 50% 
of Directors to be “independent”, which is defined in the
Recognition Order as being independent of management
and not associated with a Participating Organization of
Toronto Stock Exchange or a Member or Participating
Organization of TSX Venture Exchange.

The Board also derives strength from the background,
qualities, skills and experience of its Directors. The
Governance Committee recommends candidates to the
Board who are suitable for nomination to the Board on an
annual basis. Nominees are selected for qualities such as
integrity, business judgment, financial acumen, independ-
ence, business, professional or board expertise and capital
markets experience. The Board also takes into considera-
tion representation from geographic regions relevant to
TSX Group’s strategic priorities.

TSX Group provides new Directors with a Directors’
Manual, which serves as a corporate reference, as well as
with orientation materials describing its business, strategy,
objectives and initiatives. Directors are invited to spend
time at our offices and also have timely and periodic one-
on-one meetings with the CEO and key members of the
senior management team. The Chair sets the agenda for
Board meetings and Directors receive a comprehensive
package of information prior to each Board and committee
meeting. As well, each committee delivers a report to the
full Board on its work after each committee meeting. 

Recognizing the leadership role that TSX Group has played in shaping corporate governance practices in Canada,

Board of Directors and management of TSX Group continue to be committed to remaining at the forefront of 

good governance and to ensuring the highest standard of corporate governance. TSX Group’s corporate governance

policies are designed to support the Board in discharging its responsibilities and to enhance shareholder value.

Since becoming a publicly-traded company, we have implemented important initiatives to enhance our corporate

governance practices and we regularly review these practices.



TSX Group also provides the Board with a variety of 
other materials on an ad hoc basis, to keep them informed
about internal developments as well as developments in, 
or which affect, its industry. All of these materials and other
corporate materials are also accessible by Directors on a
permanent, secure intranet. 

In each of the past five years, the Board has evaluated its
performance and effectiveness through a Board Assessment
Survey and has addressed any issues that were raised in these 
evaluations. In 2004, the Board implemented peer review of
the Directors, including the Chair of the Board, to assess
individual Director performance. The Chair of the Board
conducts formal one-on-one interviews with each Director,
based on the results of the survey and the peer review. 

The Board’s Code of Business Conduct and Ethics for
Directors (Board Code), which was updated in late January
2005, sets standards for ethical behaviour of the Board. 
The Board monitors compliance with the Board Code and
is responsible for considering and granting waivers from
compliance with the Board Code, if any. No waivers have
been granted nor have there been any violations of the
Board Code. A copy of the Board Code is available on 
our website.

TSX Group and the Board are committed to open and
proactive communication. Our investor relations staff
provides information to current and potential investors and
responds to their inquiries. We broadcast quarterly earnings
conference calls live and archive these calls on our website.
We also make recordings available via telephone to inter-
ested investors, the media and members of the public for
three months after each call. We promptly make available
presentations from investor conferences on our website. 
We also make material disclosure documents available on
our website.

The Board has four standing committees with specific 
areas of responsibility to effectively govern TSX Group:
Finance and Audit Committee, Human Resources
Committee, Governance Committee and Public Venture
Market Committee. In late 2004, the Board also struck a
special committee to search for a new Chief Executive
Officer following the announced resignation of the then-
Chief Executive Officer. All of the members of the Finance
and Audit Committee and a majority of the members on
each other committee are unrelated and independent. All of
the committees also consist solely of non-management
Directors. The Board believes that the composition of its
committees ensures that they operate independently from

management to protect all shareholders’ interests. The
Board also believes that the members of the Finance and
Audit Committee are highly financially literate, given their
education and experience. Each standing Board committee
has a formal written Charter, approved by the Board. 
These are reviewed at least annually and are available on
our website.

TSX Group recognizes that risk management is integral 
to its business performance, and it follows a comprehensive
integrated risk management program to identify, assess 
and prioritize principal business risks, and consider the
likelihood and potential impact of each risk. TSX Group
then develops strategies to manage each identified risk. 
In addition, we have a business continuity plan to protect
personnel and resources and to enable it to continue critical
business functions if a disaster occurs. We also have an
internal audit function, which reports to the Finance and
Audit Committee, and which independently assesses the
adequacy and effectiveness of internal controls and recom-
mends corrective action.

For a full report on our corporate governance practices,
please refer to our Management Information Circular,
which may be accessed through www.sedar.com or through
our website at www.tsx.com. The Circular also contains our
corporate governance practices compared with the TSX
Guidelines, information about Directors, and the composi-
tion, responsibilities and activities of the Board’s commit-
tees. All information about corporate governance practices
in the Annual Report and in the Management Information
Circular was adopted and approved by the Board.
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2004 MANAGEMENT’S DISCUSSION AND ANALYSIS

OVERVIEW OF THE BUSINESS

TSX Group Inc. (“TSX Group”), including its consolidated
subsidiaries, owns and operates Canada’s two national 
stock exchanges, Toronto Stock Exchange and TSX
Venture Exchange, providing venues for capital formation
and liquidity. The total market capitalization of the 3,630
issuers listed on TSX Group’s equity exchanges at
December 31, 2004 was almost $1.6 trillion, making the
combined equity exchanges operated by TSX Group the
third largest in North America and the eighth largest in 
the world. The total value of securities traded in 2004 on 
TSX Group’s equity exchanges was over $844 billion. 
TSX Group’s success is dependent upon balancing the
needs of issuers, intermediaries and investors to provide
efficient, quality marketplaces. 

On March 1, 2004, TSX Group expanded into energy 
products through its acquisition of NGX Canada Inc.,
which operates a North American exchange for the trading
and clearing of natural gas and electricity contracts. From
that date to December 31, 2004, 6.4 million terajoules in
natural gas and electricity contracts were traded on Natural
Gas Exchange (“NGX”).

TSX Group’s vision is to demonstrate Canadian leadership
in global markets, providing the global financial community
with access to Canada’s equity capital and energy markets. 

CORE BUSINESS OF TSX GROUP

In 2004, TSX Group earned net income of $98.4 million 
on revenue of $295.6 million. TSX Group derives its
revenue from three principal sources – listings, trading, 
and market data. 

LISTINGS – TORONTO STOCK EXCHANGE AND 
TSX VENTURE EXCHANGE 
TSX Group conducts its listings operations through
Toronto Stock Exchange, its senior market and TSX
Venture Exchange, its junior market. In addition, TSX
Venture Exchange has a board for issuers that have fallen
below its ongoing listing standards, referred to as NEX 1.

At December 31, 2004, 1,421 issuers were listed on 
Toronto Stock Exchange with an aggregate market cap of
$1.5 trillion and 2,209 issuers were listed on TSX Venture
Exchange with an aggregate market cap of $24.2 billion. 
In 2004 and 2003, fees paid by listed issuers on the two 

exchanges represented $127.1 million, or 43%, and $98.2
million, or 42%, respectively, of TSX Group’s revenue.

In general, issuers initially list on Toronto Stock Exchange
either in connection with their initial public offerings
(“IPOs”), or by graduating from TSX Venture Exchange.
During 2004, 58 issuers graduated, representing 28% of 
the new listed issuers on Toronto Stock Exchange during
this period. Junior companies generally list on TSX Venture
Exchange either in connection with their IPOs or through
alternative methods such as TSX Venture Exchange’s Capital
Pool Company™ (CPC™) program or reverse takeovers.

Issuers list a number of different types of securities including
conventional securities such as common shares, preferred
shares, rights and warrants, and an expanding variety of
alternative types of securities such as exchangeable shares,
convertible debt instruments, limited partnership units,
exchange-traded fund units and income trust units.

Issuers that meet initial and ongoing listing requirements of
Toronto Stock Exchange or TSX Venture Exchange receive
a range of benefits, including opportunities to efficiently
access public capital, liquidity for existing investors, mentor-
ship programs and the prestige and market exposure 
associated with being listed on one of Canada’s national
stock exchanges.

TSX Group generates revenues through its listing activities
by charging issuers the following types of listing fees:

Initial Listing Fees

Through 2003, issuers listing their securities on Toronto
Stock Exchange for the first time paid initial listing fees,
based on the number of securities listed or reserved, subject
to minimum and maximum fees. In 2004, the fee structure
was modified so that Toronto Stock Exchange issuers pay
initial fees based on the value of the securities to be listed 
or reserved, subject to minimum and maximum fees. 
In 2003 and 2004, issuers listing their securities on TSX
Venture Exchange for the first time paid initial listing fees
based on the number of securities issued or reserved. 
For 2005, the fee structure has been modified so that TSX
Venture Exchange issuers pay initial fees based on the value
of the securities to be listed or reserved, subject to minimum
and maximum fees. Revenue will vary depending on the 
level of initial listing activity on Toronto Stock Exchange
and TSX Venture Exchange. In 2004 and 2003, initial listing
fees were approximately $24.7 million and $11.4 million,
respectively on the two exchanges combined.1Unless otherwise noted, market statistics and financial information includes 

information for NEX.
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Sustaining Fees

Issuers listed on one of TSX Group’s equity exchanges pay
annual fees to maintain their listing, based on their market
capitalization at the end of the prior calendar year, subject
to minimum and maximum fees. Sustaining fees provide 
a relatively stable, recurring revenue stream. In 2004 and
2003, sustaining fees were approximately $43.3 million and
$37.1 million, respectively.

Additional Listing Fees

Issuers listed on one of TSX Group’s equity exchanges pay
fees in connection with capital market transactions, such as
the raising of new capital through the sale of additional
securities. Through 2003, issuers listed on Toronto Stock
Exchange paid additional listing fees based on the number
of additional securities listed or reserved, subject to
minimum and maximum fees. In 2004, the fee structure 
was modified so that Toronto Stock Exchange issuers pay
additional fees based on the value of the securities to be
listed or reserved, subject to minimum and maximum fees.
Issuers listing or reserving additional securities on TSX
Venture Exchange also pay additional listing fees based 
on the value of the securities to be listed or reserved. 
The level of revenue will generally vary with the level of
annual financing activity undertaken by TSX Group’s listed
issuers. In 2004 and 2003, additional listing fees totaled
approximately $59.1 million and $49.7 million, respectively
on the two exchanges.

TRADING – TSX MARKETS AND NGX
TSX Markets

TSX Group’s trading operations for both Toronto Stock
Exchange and TSX Venture Exchange are conducted by
TSX Markets. Participating Organizations and Member
Firms (collectively “POs”), acting as principals or agents for
retail and institutional investors, place orders to buy or sell
listed securities using TSX Markets’ fully electronic trading
systems. In both 2004 and 2003, trading and related fees
paid by POs represented $88.8 million, or 30% and $71.9
million, or 31%, respectively of TSX Group’s revenue.

Trading occurs through continuous electronic auction
markets or through crosses in which POs internally match
orders and report them through the exchanges. All trades
are subsequently settled through The Canadian Depository
for Securities Limited (“CDS”), in which TSX Group has
an approximate 18% interest, with the balance being held
by the major Canadian chartered banks and by the
Investment Dealers Association of Canada (“IDA”). 

For trades of securities listed on Toronto Stock Exchange,
POs pay fees to TSX Markets based on the value of each
trade up to a fixed cap per trade. Fees are charged to 

the PO which enters an order that is matched against an
existing order. TSX Markets offers discounts to POs that
achieve certain minimum total monthly trading value on
Toronto Stock Exchange to further encourage trading on
that exchange. Beginning in 2004, in addition to offering
discounts based on monthly trading value, TSX Markets
offers alternative discounts to POs based on achieving a
minimum number of trades for a month. 

For trades of securities listed on TSX Venture Exchange,
POs pay a percentage fee based on a combination of the
value and volume of each trade, subject to minimum and
maximum fee levels.

In 1997, Toronto Stock Exchange was the first major
exchange in North America (and one of the first globally)
to move from a traditional floor-based stock exchange to 
a fully automated exchange where trading takes place
entirely through electronic systems, thereby increasing the
speed of execution, accessibility to the exchange and the
number of transactions that can be processed. In May 2001,
TSX Markets’ original electronic trading systems were
replaced with a more reliable, flexible and scalable system.
The system hardware was upgraded in 2004 and was bench-
marked over a standard trading window to handle approxi-
mately 2.5 times the historical market peak activity using 
a representative mix of orders and trades. TSX Markets
have recently experienced an increase in orders, and have
continued to respond with systems upgrades. 

TSX Group has a business continuity plan designed to
provide the means for TSX Group to continue to operate 
in the event of a disruption to its main facility. As part of
this plan, TSX Group operates two data centres in separate
locations, allowing for back-up recovery in the event that
one of the centres experiences a failure. During 2004, TSX
Markets offered 99.998% trading system availability.

On December 1, 2001 regulatory changes were introduced
to permit the creation of alternative trading systems
(“ATSs”) as competing marketplaces. Part of TSX Markets’
strategy is to provide a competitive response to ATS
marketplaces and other exchanges as well as to continually
implement new trading features and methodologies to meet
diverse customer requirements for trade execution. In 2004,
TSX Markets launched the Market on Close (MOC)
facility, designed to increase liquidity and lower levels of
volatility at the close of the trading session. TSX Markets’
product offering also includes Specialty Price Crosses
(designed to decrease costs associated with advanced
trading techniques), voluntary attribution (allows traders 
to anonymously execute transactions) and Iceberg orders
(large size orders may be entered while disclosing only a
small portion of the total order size at any time). In 2004,



TSX Markets discontinued its POSIT™ 2 Canada call
market (large orders could be entered anonymously outside
the continuous market) due to a lack of market interest.

Market integrity is an essential element of any marketplace.
Historically, Toronto Stock Exchange and TSX Venture
Exchange monitored and enforced market integrity directly.
In order to make this regulatory function independent from
its business operations, TSX Inc. proposed the creation of 
a separate corporate entity, Market Regulation Services Inc.
(“RS”), that would administer a set of universal market
integrity rules (“UMIR”) for all marketplaces trading equi-
ties in Canada. RS is owned 50% by TSX Inc. and 50% 
by the IDA. RS is recognized by the Ontario, Manitoba,
Alberta and British Columbia securities commissions, as
well as in Quebec, by the Autorité des marchés financiers,
as a self-regulatory organization to act as a regulation serv-
ices provider under the ATS rules. In March 2002, RS was
retained to provide regulation services to Toronto Stock
Exchange and TSX Venture Exchange under the ATS rules,
as agent for each of them. RS monitors and enforces
compliance with those requirements by the POs, their
directors, officers, employees and affiliates and performs
other regulatory functions as delegated to RS by TSX
Group’s equity exchanges.

Trading activity is affected when listed issuers seek addi-
tional listings on foreign exchanges, principally in the
United States (often referred to as interlisting or dual 
listings). Interlistings generally raise the profile of issuers 
in the global market, and trading volumes for these issuers’
securities often increase across all markets as well as on
Toronto Stock Exchange. Whether a significant portion 
of trading of a particular issuer remains in Canada
following its interlisting depends on a number of factors,
including the location of the issuer’s shareholder base and
the location of research analysts who cover the issuer.

Toronto Stock Exchange’s share of trading in Canadian-
based interlisted issues, based on value traded, increased
from $434.7 billion in 2003 to $533.0 billion in 2004;
however, its share of trading in these interlisted stocks
declined from 60% in 2003 to 47% in 2004. This related
primarily to increased investor interest in the United States
in securities that are widely held in both Canada and the
United States. 

In 2004, TSX Markets introduced U.S. dollar trading for 
30 companies listed on Toronto Stock Exchange. Initiatives
such as the U.S. dollar book and an increased U.S. sales
effort are targeted at capturing an increasing proportion 
of executable order flow from U.S. based investors. 

TSX Markets has a dedicated sales team focused on U.S.
accounts with the goal of raising the level of awareness
regarding the benefits of trading on Toronto Stock Exchange 
and TSX Venture Exchange.

NGX

On March 1, 2004, TSX Group acquired NGX, a
Canadian-based energy exchange that provides customers
with an electronic platform for the trading and clearing 
of natural gas and electricity contracts. NGX generates
trading and clearing revenue by applying fees to all transac-
tions based on the contract volume traded and/or centrally
cleared through the exchange, and charges a monthly fixed
subscription fee to each trading customer who utilizes the
exchange. NGX’s revenue from trading and clearing activi-
ties for the ten months ended December 31, 2004 was $10.8
million, or 4% of TSX Group’s 2004 revenue.

MARKET DATA - TSX DATALINX 
Through TSX Datalinx, TSX Group sells its real-time
trading and quotation data, historical data and corporate
information to market participants on a global basis.
Timely and comprehensive information about market
activity and listed issuers assists POs and investors in their
decision-making processes and facilitates efficient markets.
In 2004 and 2003, data fees represented $58.8 million, 
or 20%, and $52.6 million, or 23%, respectively, of TSX
Group’s revenue.

Real-Time Data

Trading activity on TSX Group’s equity exchanges
produces a stream of real-time data reflecting orders and
executed transactions. This stream of data is packaged by
TSX Datalinx into real-time market data products and
delivered to end users via more than 75 Canadian and
global market data vendors that sell feeds and desktop
information services. These information services allow 
end users to view the real-time market activity of several
exchanges and marketplaces, as well as provide supporting
reference data, corporate actions and news. These services
also enable the end user to transfer the data to applications
that allow further manipulation and analysis.

The TSX Datalinx market data distribution platform offers
a flexible and reliable environment over which TSX
Datalinx distributes a wide range of data simultaneously 
to a large number of clients. TSX Datalinx carries data
from other sources including stocks traded on the Canadian
Trading and Quotation System Inc., an exchange for micro-
cap stocks, and CanDeal.ca Inc. (“CanDeal”), an institu-
tional fixed income trading system, of which TSX Inc. owns
approximately 45%. During 2004, TSX Datalinx offered
99.992% real time feed availability.

2 POSIT is a trade-mark of the POSIT joint venture, a joint venture between 
Barra POSIT, Inc. and ITG Software, Inc.
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Subscribers for TSX Datalinx data generally pay fixed
monthly rates, which differ depending on the number 
of end users and the depth of information accessed. 
In addition, some subscribers are charged a fee on a per
quote basis. Real-time data fees are primarily driven by 
the number of data subscriptions and therefore are partly
related to industry employment. Market data vendors 
are charged a fixed monthly access fee for each connection 
to TSX Datalinx. Sales of real-time data represented
approximately 95% of TSX Datalinx revenue in both 2004
and 2003.

In 2003, TSX Group and Canada NewsWire Ltd.
(“CNW”) announced the creation of CNX Marketlink 3,
which provides an investor communications and disclosure
network for publicly listed companies for press release
dissemination. Among other offerings such as web casting
and conference call services, CNX Marketlink provides
regulatory filing services to public companies using the
service to facilitate timely compliance with applicable filing
and other disclosure requirements under applicable securi-
ties law. TSX Group receives a portion of the revenue from
the sale of CNX Marketlink products.

NGX data is currently accessed by customers through a
fully electronic, independent trading platform. NGX
applies a monthly fixed viewing fee to firms who wish to
subscribe to market data services.

Historical Market Data and Corporate Information

Historical market data products include market information
(such as historical pricing, index constituents and weight-
ings) and corporate information (such as dividends 
and corporate actions). This information is generally 
made available at the end of the trading day and is used 
in research, analysis and trade clearing.

Historical data products are generally sold for a fixed
amount per product accessed. Fees vary depending on the
type of end use. Data products to be used for commercial
purposes require an enterprise-wide license for internal
redistribution. TSX Datalinx produces two historical data
publications for each exchange, a Daily Record, distributed
electronically, and a Monthly Review, both of which are
sold on a subscription basis.

Index Products

TSX Group has long supported indices to facilitate the
measurement of equity market performance. The first
Canadian indices were introduced by Toronto Stock
Exchange in 1934 and were subsequently modified to 

reflect a substantial increase in listings. The Toronto 
35 was introduced in 1987 and was the basis for the world’s
first exchange-traded fund, TIPS® (Toronto 35 Index
Participation Units). TSX Datalinx and Standard & 
Poor’s (“S&P”™)4 collaborated in 1998 to bring global
recognition to the Canadian markets through the well-
known S&P brand. Several new indices were introduced,
including the S&P/TSX 60 Index (the large capitalization
index for the Canadian equity market) and in 2002, the
S&P/TSX Composite Index (the “Index”). The S&P/
TSX Composite (formerly the TSE 300 Composite 
Index®) is the most quoted index for the Canadian equity
marketplace, appearing with a high degree of frequency 
in business media and thereby strengthening brand 
awareness of TSX Group. In addition, an independent
fixed-income index is expected to be launched in the first
quarter of 2005.

S&P intends to calculate and distribute the index in collab-
oration with CIBC World Markets, RBC Capital Markets
and TSX Inc.

TSX Datalinx has an arrangement with S&P under which
license fees received from organizations that create prod-
ucts, such as mutual funds and exchange-traded funds,
based on the S&P/TSX indices, are shared. In general,
these license fees are based on a percentage of funds 
under management in respect of those products.

BUSINESS SERVICES – TSX TECHNOLOGIES
Through the development of its internal technology
systems, TSX Group has gained extensive expertise in the
area of exchange technology. Since 2001, TSX Group has
developed and implemented an information technology
plan to ensure the ongoing modernization and streamlining
of its technology infrastructure. The execution of the plan
has included recruiting a seasoned team of exchange tech-
nology professionals with extensive industry experience 
in installing and operating trading and related systems at
other global exchanges. In 2004 and 2003, business services
revenue represented $8.4 million, or 3%, and $9.1 million,
or 4%, of TSX Group’s revenue.

TSX Group currently provides RS technology and related
services necessary to conduct its review and real-time moni-
toring of trading. RS pays TSX Group fees for these serv-
ices, negotiated on an arm’s length basis, in accordance with
an agreement which also details service levels. TSX Group
also has an agreement with CanDeal to provide technolog-
ical services for a fee in support of its institutional fixed-
income trading system.

3CNX Marketlink is a trade-mark of CNW Group Ltd. and is used 
under license.

4S&P is a trade-mark owned by The McGraw-Hill Companies, Inc. and is used 
under license.



REVIEW OF OPERATIONS – 2004

TSX Group’s financial statements have been prepared in
accordance with Canadian generally accepted accounting
principles (“GAAP”) and in Canadian dollars. TSX Group
has filed its 2004 audited consolidated financial statements
with Canadian securities regulators, and these statements
may be accessed through www.sedar.com, or on the 
TSX Group website at www.tsx.com. This Management’s
Discussion and Analysis (“MD&A”) is to be read in
conjunction with these financial statements and related
notes. In addition, once filed, TSX Group’s Annual
Information Form for the financial year ended December
31, 2004 will be available through www.sedar.com.

YEAR ENDED DECEMBER 31,  2004 COMPARED TO 
YEAR ENDED DECEMBER 31,  2003
Net income was $98.4 million, or $2.91 per common share
($2.88 on a diluted basis), compared with net income 
of $76.4 million, or $2.26 per common share ($2.25 on a
diluted basis) for 2003, representing an increase of 29%.
These results reflect increased revenues, partially offset 
by higher expenses, higher income taxes and lower 
investment income.

REVENUE
Revenue of $295.6 million in 2004 increased by $61.9
million, or 26%, from $233.7 million in 2003 due to
increased revenue from the three primary revenue streams,
listing, trading and market data. 

Listing Revenue

Listing revenue of $127.1 million in 2004 increased by 
$28.9 million, or 29%, compared with $98.2 million in
2003. This improvement was due to the previously
discussed change in Toronto Stock Exchange’s listing 
fee structure and increased financing activity on both
exchanges. Listing revenue on Toronto Stock Exchange of
$96.5 million in 2004 increased by $22.3 million, or 30%,
from $74.2 million in 2003. There was $38.4 billion in 
new equity financing on Toronto Stock Exchange in 2004
compared with $29.1 billion in 2003. In 2004, there were
204 new issuers listed on Toronto Stock Exchange, as
compared with 128 new issuers listed in 2003. Listing
revenue on TSX Venture Exchange of $30.6 million
increased by $6.6 million, or 28%, compared with $24.0
million in 2003. In terms of new equity financing, $4.2
billion was raised on TSX Venture Exchange in 2004
compared with $2.4 billion in 2003. During 2004, there
were 142 new issuers listed, compared with 76 new issuers
listed in 2003, on TSX Venture Exchange, excluding NEX.

The revenue from sustaining fees also increased in 2004
over 2003, reflecting overall higher market capitalization of

issuers at December 31, 2003 compared with December 31,
2002. For 2005, sustaining fees will be based on the
December 31, 2004 market capitalization. There are no
planned changes in pricing or listing fee structure on
Toronto Stock Exchange for 2005. 

Trading and Related Revenue

Trading and related revenue of $99.6 million in 2004
increased by $27.7 million, or 39%, compared with $71.9
million in 2003, largely due to an increase in both the total
value of securities traded and number of transactions.
Trading and related revenue on Toronto Stock Exchange of
$76.1 million in 2004 increased by $13.5 million, or 22%,
compared with $62.6 million in 2003. Trading and related
revenue on TSX Venture Exchange of $12.7 million in 
2004 increased by $3.4 million, or 37%, compared with 
$9.3 million in 2003. The total value of securities traded 
on Toronto Stock Exchange and TSX Venture Exchange
was $844.8 billion in 2004, a 29% increase over the $655.3
billion in value traded during 2003. The number of transac-
tions on Toronto Stock Exchange and TSX Venture
Exchange increased by 31% to 43.1 million in 2004 from
33.0 million in 2003. 

In addition, revenues of $10.8 million from NGX for the
period from March 1, 2004 to December 31, 2004 have 
been included in trading and related revenue. In the period
from March 1, 2004 to December 31, 2004, 6.4 million tera-
joules in natural gas and electricity contracts were traded
on NGX, a 19% increase over 5.4 million terajoules traded
in this 10 month period during 2003.

Market Data Revenue

Market data revenue of $58.8 million in 2004 increased by
$6.2 million, or 12%, compared with $52.6 million in 2003.
The increase reflects a higher number of professional and
real-time data subscriptions. The 107,610 professional and
equivalent real-time data subscriptions at the end of 2004
are higher by approximately 6% when compared to 101,795
at the end of 2003, partly reflecting sales of premium 
products that display the full order book. In addition, the
increase reflects the benefits from increased retail activity,
and the revenue from CNX Marketlink, a joint initiative
launched with CNW during the fourth quarter of 2003. 
As well, during the third quarter of 2004, there were
revenue recoveries of approximately $1.5 million related 
to under-reported usage of real-time quotes. 

The revenue growth was somewhat offset by the impact 
of certain users converting to an alternate fee model 
under which the fees for usage based quotes are capped.
While most users, who would benefit, had converted to this 
model by the end of 2004, revenue growth in 2005 could be
affected by this factor. The growth in market data revenue

TSX GROUP ANNUAL REPORT 2004 25



26 TSX GROUP ANNUAL REPORT 2004

was also somewhat offset by the negative impact of the
appreciation of the Canadian dollar versus the U.S. dollar
during 2004. TSX Group derived approximately $18.1
million Canadian in both 2004 and 2003 from market data
sales to customers paying in U.S. dollars.

Market data revenue on Toronto Stock Exchange of $45.2
million in 2004 increased by $5.2 million, or 13%,
compared with $40.0 million in 2003. Market data revenue
on TSX Venture Exchange of $13.2 million in 2004,
increased by $0.6 million, or 5%, compared with $12.6
million in 2003. 

Business Services Revenue

Business services revenue of $8.4 million in 2004 decreased
by $0.7 million, or 8%, compared with $9.1 million in 2003.
The decrease is primarily related to a change in the pricing
for technology services provided to RS, reflecting cost
savings from migrating to a more cost efficient 
technology solution. RS paid TSX Group $7.3 million 
in 2004 for technology related services as compared to 
$8.1 million in 2003.

EXPENSES
Expenses of $144.5 million in 2004 increased by $9.5
million, or 7%, from $135.0 million in 2003. The increase
was largely due to higher general and administrative costs
and the inclusion of NGX expenses for the ten month
period ended December 31, 2004, partially offset by a
decrease in information and trading systems costs for 
the same period.

Compensation and Benefits

Compensation and benefits costs of $73.6 million for 2004
increased by $0.4 million, or 1%, from $73.2 million in
2003. The change is attributable to the inclusion of costs
pertaining to NGX employees for the period from March 1,
2004 to December 31, 2004 and salary increases, which
were largely offset by reduced long term compensation
expense related to both share options and share apprecia-
tion rights. During the fourth quarter of 2003, a program
was established to effectively hedge non-performance based
compensation expense related to share price appreciation,
which mitigated the impact in 2004. 

The number of employees at December 31, 2004 was 553,
including 30 NGX employees, compared with 524 at
December 31, 2003.

Information and Trading Systems

Information and trading systems costs of $15.8 million 
for 2004 decreased by $1.5 million, or 9%, from $17.3
million in 2003. The decrease is primarily attributable to
savings from lower lease and maintenance costs as opera-
tional efficiencies were realized.

General and Administrative

General and administrative costs of $42.1 million increased
by $8.8 million, or 26%, from $33.3 million in 2003. The
increase is partially attributable to the inclusion of NGX
costs for the period from March 1, 2004 to December 31,
2004 and higher expenses related to product and brand
marketing compared with 2003. The increase is also related
to the settlement of arbitration proceedings with Ashton
Technology Canada Inc. (“Ashton”). TSX Inc., a subsidiary
of TSX Group Inc., was a defendant in arbitration proceed-
ings commenced by Ashton on June 11, 2003. On
September 20, 2004, an arbitrator held that TSX Inc. had
breached an agreement with Ashton dated June 7, 2000 
to develop and integrate an eVWAP facility, and held that
Ashton was entitled to recover damages and reasonable
costs sustained as a result of that breach. On October 22,
2004, the parties settled the matter for $3.6 million. 

TSX Group paid RS $3.1 million for regulation services 
in 2004 as compared to $3.6 million in 2003. The decrease
related to lower fees charged for the RS services.

Amortization

Amortization of $13.0 million for 2004 increased by $1.8
million, or 16%, from $11.2 million in 2003, primarily
reflecting $1.7 million of amortization of the tangible and
intangible assets associated with the acquisition of NGX.

Loss from Investment in Affiliate

Loss from investment in affiliate of $1.2 million represents
TSX Group’s approximate 45% share of CanDeal’s loss 
for 2004, and is essentially unchanged from the loss in 2003. 

Investment Income

Investment income of $4.8 million for 2004 decreased by
$5.4 million, or 53%, compared with $10.2 million in 2003.
The decrease was primarily attributable to a lower amount
of cash available for investment following the payment of a
special dividend of $168.7 million on December 31, 2003.

Income Taxes

Income taxes were $56.2 million in 2004, compared to 
$31.3 million in 2003. The effective tax rate increased from
approximately 29% for 2003, to approximately 36% for
2004. The lower tax rate in 2003 related primarily to an
adjustment of $8.7 million in the value of the future tax
asset in 2003. In December, 2003, the Ontario government
enacted legislation to increase the provincial corporate
income tax rate from 12.5% to 14.0% effective January 1,
2004. As a result of this change in the provincial tax rate,
the value of the future tax asset was increased and income
tax expense was reduced for 2003.



LIQUIDITY AND CAPITAL RESOURCES

CASH AND MARKETABLE SECURITIES
Cash and marketable securities were $171.6 million at
December 31, 2004, an increase of $54.0 million from
$117.6 million at the end of 2003. Cash generated from
operating activities was $127.0 million for 2004, compared
with $82.0 million in 2003. On March 1, 2004, there 
was a net cash outflow of $27.2 million for the acquisition 
of NGX, as described in CASH FLOWS USED IN INVESTING

ACTIVITIES.

During 2004, TSX Group paid two dividends of $0.25 per
common share, and two dividends of $0.33 per common
share, or $39.3 million in aggregate. The recognition order
of TSX Group Inc. and TSX Inc. contains certain financial
viability tests that must be met. If these tests are not met
for a period of three consecutive months, dividends cannot
be paid by TSX Inc. until six months after rectification.

FINANCIAL INSTRUMENTS
TSX Group’s financial instruments include cash and
marketable securities. TSX Group holds units in a money
market fund and a short-term bond and mortgage fund.
The primary risks related to these financial instruments 
are variation in interest rates and counterparty default.
Short-term interest rate risk is managed by maintaining 
a mix between amounts invested in the money market fund
and the short-term bond and mortgage fund. Credit risk is
managed by restricting investments to counterparties with a
credit rating of A or higher as determined by the Dominion
Bond Rating Service. 

DERIVATIVE FINANCIAL INSTRUMENTS
TSX Group purchased total return forward contracts to
partially hedge against the impact of market price fluctua-
tions of TSX Group shares on the cost of restricted share
units and deferred share units that are awarded to directors
and senior management. Specifically in 2003, a program 
was established to effectively hedge non-performance based
compensation costs related to share appreciation rights.
Any increase in TSX Group’s share price results in an
increase in the liability to its employees and directors and 
a corresponding increase in the return on the hedged units.
The reverse situation arises in the case of a price decline. 
In the event a designated hedged item is sold, forfeited or
matures prior to the termination of the relative derivative
instrument, any realized or unrealized gain or loss on such
derivative instrument is recognized in income. As part of
this hedging arrangement, TSX Group pledged assets with
a market value of $11.9 million ($12.4 million in 2003) with
CDS but retains beneficial ownership. This enables a coun-
terparty to purchase derivative instruments in return for 

a competitive financing charge. To manage credit risk, 
TSX Group’s arrangement is with a Schedule I Canadian
chartered bank.

NGX COLLATERAL ARRANGEMENTS AND 
CLEARING BACKSTOP FUND
As part of its clearing operations, NGX becomes the central
counterparty to each transaction, thereby guaranteeing the
performance of every contract that is executed on its elec-
tronic trading platform. To manage the risks associated
with its clearing activities, NGX holds collateral to cover
each counterparty’s (“Contracting Party”) exposure and
maintains a $30.0 million clearing backstop fund. TSX
Group is the guarantor of this fund, and has pledged $30.0
million of marketable securities related to its obligations as
guarantor. 

NGX requires each Contracting Party to provide collateral
in the form of cash or letters of credit based on the margins
required for its unsettled contractual obligations, which
may be accessed in the event of default by such Contracting
Party. The collateral provided in the form of cash (“the cash
collateral deposits”) is segregated in individually designated
bank accounts held at a major Canadian chartered bank by
NGX which acts as trustee for these funds. The cash collat-
eral deposits, together with letters of credit provided by 
all the Contracting Parties, exceed all of the outstanding 
credit exposure, as determined by NGX, for all its unsettled
contractual obligations at any point in time.

TOTAL ASSETS
Total assets were $967.4 million at December 31, 2004, 
an increase of $692.8 million from $274.6 million at
December 31, 2003. The increase is primarily due to the
inclusion of energy contract receivables of $608.4 million
related to the clearing operations of NGX. As the clearing
counterparty to every trade, NGX also carries offsetting
liabilities in the form of energy contract payables, which
were $607.5 million at December 31, 2004. In addition,
$31.6 million was recorded in 2004 to reflect the goodwill
and intangible asset associated with the purchase of NGX.
As well, cash and marketable securities at the end of 2004
increased by $54.0 million over the total at the end of 2003.

CASH FLOWS FROM OPERATING ACTIVITIES
Cash flows from operating activities were $127.0 million 
in 2004 compared with $82.0 million for 2003, representing
an increase of $45.0 million. A significant contributor to
cash flows in 2004 was $111.4 million of net income before
amortization ($87.6 million in 2003). There was also an
increase of $13.7 million in income taxes payable in 2004
($6.7 million decrease in 2003).
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CASH FLOWS USED IN INVESTING ACTIVITIES
Cash flows used in investing activities were $81.2 million 
in 2004, compared with $110.2 million generated from
investing activities in 2003, representing a decrease of
$191.4 million. During 2004, $44.7 million was invested 
in marketable securities ($117.3 million (net) in marketable
securities were sold in 2003). On March 1, 2004, TSX
Group acquired NGX at a purchase price of $39.4 million
plus $0.8 million of closing costs, less cash held by NGX 

of $13.0 million at March 1, 2004, for a net cash outflow 
of $27.2 million. 

CAPITAL AND OTHER ASSET EXPENDITURES
Capital expenditures in 2004 were $9.3 million primarily
related to further technology investments targeted at main-
taining best in class systems and leasehold improvements
associated with the business continuity plan. Capital expen-
ditures were $7.1 million in 2003 primarily related to the
renovation of TSX Broadcast & Conference Centre in the
second quarter of 2003.

CONTRACTUAL OBLIGATIONS

SHAREHOLDERS’ EQUITY
Shareholders’ equity was $280.8 million at December 31,
2004, an increase of $63.5 million from $217.3 million at
the end of 2003. The increase is primarily attributable to
net income of $98.4 million, offset by dividend payments 
in 2004 of $39.3 million. As a result of legislation passed by
the Ontario Legislature on December 14, 1999, effective
April 3, 2000, Toronto Stock Exchange continued from 
a not-for-profit corporation to a for-profit taxable business
corporation, The Toronto Stock Exchange Inc. (subse-
quently renamed TSX Inc.). At the time of the continuance,
any accumulated excess in revenue over expenses was inter-
nally restricted and could not be distributed to the share-
holders, except on a windup of TSX Inc. As at December
31, 2004, this amount was $64.5 million compared with
$64.9 million at December 31, 2003.

At both December 31, 2004 and January 25, 2005, there
were 33,890,291 common shares issued and outstanding.
There were 2,800,000 common shares originally reserved
for issuance under a share option plan of which 140,200

common shares were issued on the exercise of stock options
in 2004. At both December 31, 2004 and January 25, 2005,
665,950 options were outstanding.

On January 25, 2005, the Board of Directors approved,
subject to shareholder and regulatory approval, a subdivision
of TSX Group’s shares on a two-for-one basis.

INITIAL ADOPTION OF ACCOUNTING POLICIES

EMPLOYEE FUTURE BENEFITS
In the second quarter of 2004, TSX Group adopted the
amendments published by the Canadian Institute of Chartered 
Accountants for reporting Employee Future Benefits, which
is effective for periods ending on or after June 30, 2004. 
The total net retirement benefit cost was $4.7 million for 2004 
($4.2 million for 2003). Commencing January 1, 2004, 
TSX Group measured its accrued benefit obligations and 
the fair value of plan assets for accounting purposes as at
September 30 of each year (as at December 31 for 2003).



For the year ended December 31, 2004, net income was
$98.4 million, or $2.91 per common share ($2.88 on a
diluted basis), on total revenue of $295.6 million, repre-
senting an increase of $22.0 million, or 29%, compared 
to $76.4 million, or $2.26 per common share ($2.25 on a 
diluted basis) for the year ended December 31, 2003. The
2004 results reflect significantly higher revenue across all 
of the primary business areas, partially offset by an increase
in expenses and income taxes and lower investment income.

For the year ended December 31, 2003, net income was
$76.4 million, or $2.26 per common share ($2.25 on a
diluted basis), on total revenue of $233.7 million, repre-
senting an increase of $22.6 million, or 42% compared 
to $53.8 million, or $1.59 per common share (on a basic and
diluted basis), for the year ended December 31, 2002. 
This increase was primarily due to increased listing as well
as trading and related revenue somewhat offset by lower
market data revenue. The results also reflected the achieve-
ment of operational efficiencies, a reduction in discre-
tionary spending and lower income taxes primarily related

to an increase in the value of the future tax asset of $8.7
million in 2003.

During 2004, total assets of $967.4 million increased by
$692.8 million over $274.6 million in 2003 primarily as a
result of the inclusion of energy contract receivables of
$608.4 million related to the clearing operations of NGX.
As the clearing counterparty to every trade, NGX also
carries offsetting liabilities in the form of energy contract
payables, which were $607.5 million at December 31, 2004.
In addition, $31.6 million was recorded in 2004 to reflect
the goodwill and intangible asset associated with the
purchase of NGX. As well, cash and marketable securities
at the end of 2004 increased by $54.0 million over the total
at the end of 2003.

During 2003, TSX Group paid $192.0 million in dividends
(including a special dividend of $5.00 per common share, 
or $168.7 million) which was the primary reason for the
decrease in total assets between December 31, 2002 and
December 31, 2003.

* On November 12, 2002, TSX Inc. completed a reorganization under a court-approved plan of arrangement. As a result of this reorganization, TSX Group became 
the holding company for TSX Inc. and its operating subsidiaries and divisions. The financial information contained in this table is the consolidated financial infor-
mation of TSX Inc. prior to November 12, 2002, and has been presented as a continuity of interests of TSX Inc. from and after November 12, 2002. The reorgani-
zation would not have had a material effect onTSX Group’s financial results if it had been implemented at the beginning of the financial year ended December 31, 2002.

**Restated after giving effect to the conversion of one share for 12,688 shares in November, 2002.

*Revenue adjusted to reflect reclassification of interest income earned on collateral deposits from Investment income to Trading and related revenue.

SELECTED ANNUAL INFORMATION

QUARTERLY INFORMATION

The following is a summary of the unaudited results for the quarters ended:
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In 2003, revenues for both the first and second quarters
were impacted by geopolitical events, which created market
uncertainty. Revenues improved in the third and fourth
quarters of 2003 primarily due to increased market activity
in terms of both additional financing as well as trading.
While TSX Group has a largely fixed cost structure, a
portion of spending is discretionary with respect to timing
and amount for certain initiatives. During 2003, discre-
tionary spending was limited. TSX Group’s 2003 quarterly
spending level was consistent throughout the year with 
the exception of the fourth quarter, due to additional share-
based compensation expense. In the fourth quarter of 2003,
the Ontario government enacted legislation to increase the
provincial corporate income tax rate from 12.5% to 14.0%
effective January 1, 2004. As a result of this change in 
the provincial corporate tax rate, the value of the future tax
asset was increased and income tax expense decreased by
$8.7 million. 

Strong market activity continued in the first quarter of
2004, which resulted in improved revenues. Investors and
issuers continued to be very active in the second quarter 
of 2004. There was a seasonal slowdown in market activity
during July and August of 2004, which was the main driver
of the decline in revenue for the third quarter of 2004
compared with both the first and second quarters of 2004.
Net income for the third quarter of 2004 also declined
when compared with both the first and second quarters 
of 2004 due to the decline in revenue and higher general 
and administrative costs. Market activity increased in
September, 2004 and continued on into the fourth quarter,
resulting in significantly increased revenue from both
listing and trading activity. Net income for the fourth
quarter increased compared to each of the first three 
quarters of 2004 primarily due to the increased revenue.
Expenses in the fourth quarter of 2004 were significantly
lower than the third quarter of 2004 due to substantially
lower general and administrative costs.

STRATEGY AND OUTLOOK

TSX Group has identified a number of trends that have
important implications for its Strategy and Outlook.
Technology is enabling and accelerating change by
providing capital markets with the tools to improve 
efficiency and to pursue new avenues of growth. This is
clearly evident as exchanges become fully electronic, as
increased processing power is available at a lower cost, 
and access widens with rapid internet adoption as well as
wireless connectivity.

Innovation is driving growth in new areas as well. This can
be seen in the rapid acceleration into electronic trading 
of additional asset classes (fixed income and derivatives), 

the development of increasingly sophisticated investment
products (exchange traded funds and income trusts) and the
proliferation of more complex trading practices (program,
quantitative, basket and hedge fund trading). Opportunities
are developing to standardize Over the Counter (“OTC”)
products, which is often a precursor to trading on 
electronic exchanges. 

TSX Group believes its principal strengths are its:

• pre-eminent position in the domestic market, operating 
the national equity exchanges and leading energy 
exchange in Canada;

• leadership and demonstrated expertise in introducing 
technological and product innovations in the exchange 
industry globally; and

• international reputation for operating exchanges 
independently and with integrity.

TSX Group’s corporate objectives are to achieve profitable
growth and to maximize shareholder returns by capitalizing
on these strengths and pursuing the principal strategies
described below, organically and through acquisitions,
strategic alliances and investments. TSX Group’s goal is 
to achieve long-term annual earnings per share growth in
the 10 to 12 per cent range although growth rates will vary
both on a quarterly and annual basis.

ENHANCE THE CORE BUSINESS
To maintain its pre-eminent position in the Canadian
equity capital market, TSX Group intends to further
expand its product and service offerings with increased
customer focus, to address the changing needs of issuers,
intermediaries and investors.

• TSX Group will continue to focus on maintaining a 
quality marketplace with balanced standards that address 
the diverse needs of issuers, investors and intermediaries. 
By doing so, both Toronto Stock Exchange and TSX 
Venture Exchange expect to attract new, quality issuers 
and list innovative securities, which in turn is expected 
to continue to attract capital and investors to the 
marketplace. Both exchanges plan to further streamline 
the graduation process, an important source of new 
listings for Toronto Stock Exchange, and will provide 
venues for issuers to showcase themselves in order 
to attract interest and activity on the exchanges. 
Toronto Stock Exchange will focus on addressing issues 
that affect listed issuers as public companies, through 
policy reforms, corporate governance workshops and by 
providing investor relations tools. TSX Venture Exchange 
will focus on addressing issues that affect listed issuers 
as public companies, pursuing initiatives that drive new 
listings, such as expansion of its CPC™ program and 



execution of its Public Venture Capital Campaign, and 
enhancing existing issuers’ probability of success as public 
companies through mentoring programs. TSX Venture 
also intends to pursue growth in Central and Eastern 
Canada, where public venture capital markets are less 
developed than in Western Canada.

• TSX Group intends to continue to operate one of the 
world’s leading electronic trading platforms that offers 
reliability, scalability and speed of execution. In addition, 
TSX Group will continue to develop and offer new 
customized trading products, services and features, 
such as those introduced in 2004 (Market on Close,
Market Making Reform and the U.S. Dollar Book) in order 
to meet the distinct needs of its various investors and 
intermediaries and bring more liquidity and efficiency 
to the marketplace.

• TSX Group plans to leverage its existing data capabilities 
and infrastructure (LinxPointOne) to add new content, 
such as OTC data and other premium data. It will focus 
on expanding the existing customer base and selling 
premium products that display the full order book. 

• TSX Group will focus on maintaining its operational 
excellence, while supporting new business initiatives and 
managing its costs of operations. TSX Group will 
continue to implement enhancements, such as the recent 
major hardware upgrades, and new products and services 
to support business initiatives, in compliance with 
its technology standards and architecture plan.

EXTEND OUR PRE-EMINENT DOMESTIC POSITION
TSX Group will also seek growth opportunities through
diversification into related markets in which it has 
competitive advantages and can capitalize on its strengths.

• TSX Group plans to apply its expertise in developing 
and operating electronic marketplaces to reach beyond 
its current equity securities business into other types 
of securities and other marketplaces, including those 
that are in early stages of transition to electronic trading. 
Examples of such marketplaces include:

■ In July 2002, TSX Group acquired an interest in 
CanDeal, which owns an electronic trading system 
for the institutional debt market in Canada. CanDeal’s 
value traded has grown from $50 billion in 2003 to 
$88 billion in 2004. CanDeal had 65 customers at the 
end of 2004 compared with 46 customers at the end of 
2003. CanDeal plans to add content, and increase the 
number of liquidity providers and customers in 2005.

■ In March 2004, TSX Group acquired NGX, an 
exchange that trades and clears natural gas and 
electricity contracts. NGX provides an efficient and 
secure energy trading and clearing platform to North 

American customers. NGX will continue to focus on 
developing its physical and financial contracts business 
in both Canada and the United States, while building 
capacity through improvements to its business processes 
and capital structuring.

■ TSX Group will continue to provide select technology 
services to external customers by leveraging its existing 
infrastructure and resources and, in particular, its staff’s 
expertise in market-related technology.

GEOGRAPHIC EXPANSION
TSX Group will look for ways to grow the business and
expand beyond the borders of Canada.

• TSX Group will place greater focus in the future on 
making its exchanges the markets of choice for those 
securities and products traded in Canada by U.S. market 
participants. It will pursue multiple initiatives across all 
business areas:

■ TSX Group will seek to capture an increasing 
proportion of executable order flow from U.S.-based 
investors by meeting U.S. and global connectivity 
standards (FIX), expanding its use of comparable 
pricing (in U.S.$ ), demonstrating best execution, and 
having a dedicated team to educate the market on the 
benefits of trading on TSX Group’s equity exchanges.

■ TSX Group plans to utilize a U.S.-based sales team to 
deepen its relationships with all market data vendors in 
order to increase data sales. 

■ TSX Group plans to raise the profile of the Canadian 
market generally in both the U.S. and further abroad, 
through participation in industry events, and 
developing and enhancing relationships with key 
stakeholders and strategic partners in U.S. cities and 
other global financial centres. Also, TSX Group will 
work with interlisted issuers to further understand 
their needs and learn their perception of the value of 
interlisting to enhance its offering and services.

■ TSX Group will seek to attract additional listings of 
global mining and other natural resource companies by 
capitalizing on its international reputation of having 
a leading marketplace for those issuers. Today, over 
50% of the world’s publicly traded mining companies 
are listed on TSX Group’s exchanges. 

■ TSX Group believes there is an opportunity to expand 
its North American energy business. NGX provides 
a combination of electronic trading and clearing 
that TSX Group believes is a competitive advantage. 
TSX Group will conduct extensive research to identify 
key hubs for the NGX model and leverage its existing 
systems and customer base. 
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NON-GAAP FINANCIAL MEASURES

Net income before amortization, which is used in this
MD&A, does not have a standardized meaning prescribed
by Canadian GAAP and therefore, is unlikely to be compa-
rable to similar measures presented by other issuers.

FORWARD-LOOKING STATEMENTS, 
RISKS AND UNCERTAINTIES

This MD&A, in particular the section under the heading
“Strategy and Outlook”, contains forward-looking state-
ments, which are not historical facts but are based on
certain assumptions and reflect TSX Group’s current expec-
tations. These forward-looking statements are subject to a
number of risks and uncertainties that could cause actual
results or events to differ materially from current expecta-
tions. Some of the risk factors that could cause actual
results to differ materially from current expectations are
those set out below.

TSX Group has in place an integrated and evolving risk
management process in which the Board assumes overall
stewardship responsibility for risk; the Finance & Audit
Committee of the Board assesses the adequacy of 
risk management policies and procedures; and Senior
Management oversees implementation of risk management
policies and processes. The management framework
supporting the risk management objectives includes regular
assessments of principal risks, and implementation of 
risk management tactics, which are monitored and adjusted
as required.

TSX Group’s business, financial condition, or operating
results could be materially adversely affected if any of these
risks and uncertainties were to materialize, and if TSX
Group was unsuccessful in mitigation of any of these risks
through the strategies outlined in this section. Additional
risk factors are discussed in TSX Group’s materials,
including its Annual Information Form, filed with the secu-
rities regulatory authorities in Canada from time to time.
Given these risks and uncertainties, investors should not
place undue reliance on forward-looking statements as a
prediction of actual results.

CANADIAN ECONOMY, MARKETS, COMPETITION AND 
NEW BUSINESS ACTIVITIES 
TSX Group’s revenue is derived primarily in Canada and
can be negatively affected by an economic downturn. TSX
Group depends on market activity that is outside of its
control. TSX Group’s revenues are highly dependent upon

the level of activity on TSX Group’s exchanges, including
the number of transactions, volume and value of securities
traded, the number and market capitalization of listed
issuers, the number of new listings, the number of active
traders and POs in the market, the number of market data
subscribers and similar variables.

TSX Group faces competition from other securities
exchanges as well as from ATSs, or electronic communica-
tion networks (ECNs), and other quotation and trading
systems. This competition may intensify in the future, 
especially as technological advances create pressure to
develop more efficient and less costly trading in global
and/or regional markets.

TSX Group may enter new business activities that could
have an adverse effect on TSX Group’s existing profitability.
While TSX Group would expect to realize new revenue
from these new activities, there is a risk that any such 
new revenue would not be greater than costs associated
with the new activities or any related decline in existing
revenue sources.

TSX GROUP’S EXCHANGES DEPEND ON 
THE DEVELOPMENT AND ACCEPTANCE OF 
THEIR NEW PRODUCTS
TSX Group is dependent to a great extent on the develop-
ment and introduction of new financial and trading 
products, services and features, and the acceptance by the
investment community of those products, services and
features. While TSX Group is continually reviewing its
products and, in consultation with market participants,
developing new products that respond to the needs of 
the marketplace, there can be no assurance that TSX
Group will continue to develop successful new products.
Current products may become outdated or lose market
favour before adequate enhancements or replacements 
can be developed.

Other exchanges or ATSs may introduce new products or
product enhancements that reduce the attractiveness of
TSX Group’s products. Even if TSX Group develops an
attractive new product, TSX Group could lose trading
activity to another exchange or an ATS that introduces a
similar or identical product because of the competitor’s
greater liquidity or lower cost. Furthermore, TSX Group
may not receive regulatory approval in a timely manner 
or at all for new products it develops. Any such event could
have a material adverse effect on TSX Group’s results 
of operations.



EXECUTING BUSINESS STRATEGIES
In order to seek profitable growth and maximize share-
holder returns, TSX Group intends to invest significant
resources in executing its strategies. TSX Group may 
experience difficulty in executing its strategies because of,
among other things, increased global competition, difficulty
in developing and introducing new products, barriers 
to entry in other geographic markets and changes in 
regulatory requirements. Any of the above could have a
material adverse effect on the successful execution of TSX
Group’s strategies.

TSX GROUP COULD SUFFER LOSSES AS A RESULT OF
NGX’S CLEARING ACTIVITIES
TSX Group acquired NGX on March 1, 2004. In providing
clearing services, NGX guarantees the performance of its
cleared contracts. TSX Group could suffer a loss as a result
of NGX assuming the counterparty risk, which is the risk
that one or several Contracting Parties will default on their
contractual obligations. NGX faces other particular risks
associated with the clearing business including, market
risks, settlement risks, concentration risks, operational 
risks and risks of default by a Contracting Party or its 
financial institution.

NGX provides a clearing facility to energy market 
participants and acts as the central counterparty to all 
transactions consummated through its exchange. As a
clearing house, NGX is subject to the risk of the simulta-
neous occurrence of a counterparty default event coupled
with an extreme market price movement. NGX manages
this risk through standardized rules and regulations, and 
a conservative margining regime that utilizes globally-
accepted margin concepts. 

The margining regime involves a real-time market stress
valuation of client portfolios and the deposit by counterpar-
ties of liquid collateral in excess of such valuations. Market
stress scenarios are conducted regularly to test the ongoing
integrity of the clearing operation. In addition to the
margining regime, there are established policies, instruc-
tions, rules and regulations as well as procedures that 
are specifically designed to ensure that risks are actively
managed and mitigated.

In order to backstop its clearing operations, NGX has a
$30.0 million credit facility in place with a Canadian char-
tered bank. If NGX draws on this facility as a result of a
default and then is unable to repay when due, then TSX
Group, as NGX’s guarantor, will be required to repay the
amount owing on the facility.

CUSTOMERS, SUPPLIERS AND OTHER EXTERNAL FACTORS
During 2004, approximately 63% of TSX Group’s trading
revenues on Toronto Stock Exchange and approximately
68% of TSX Group’s trading revenues on TSX Venture
Exchange were accounted for by the top 10 POs on each
exchange. A significant reduction in revenue from any one
of these POs, or consolidation among POs, could have a
material adverse effect on TSX Group’s business, financial
condition or operating results.

If TSX Group’s exchanges determine that an insufficient
number of POs are able to access the markets for reasons
such as their network problems or performance issues
related to third party vendors, and there is not a fair
market, the markets would be shut down. 

TSX Group’s systems and operations are vulnerable to
damage or interruption from human error, natural disasters,
power loss, sabotage or terrorism, computer viruses, 
intentional acts of vandalism and similar acts and events. 

TSX Group depends on a number of third parties, such as
CDS, RS, data processors, software and hardware suppliers,
telecommunications businesses and suppliers of electricity
for elements of its trading, data and other systems, as well
as communications and networking equipment, computer
hardware and software related support and maintenance.
There can be no assurance that any of these providers 
will be able to provide these services without interruption
and in an efficient, cost-effective manner or that they 
will be able to adequately expand their services to meet
TSX Group’s needs. TSX Group has active programs 
in place to identify and minimize its exposure to the above-
mentioned risks.

TSX GROUP’S COST STRUCTURE IS LARGELY FIXED 
Most of TSX Group’s expenses are fixed and cannot be
readily lowered in response to reductions in its revenues,
which could have an adverse effect on TSX Group’s results
of operations and financial condition.

KEY MANAGEMENT PERSONNEL
TSX Group’s success depends to a significant extent upon
the continued employment and performance of a number 
of key management personnel. The loss of the services of
one or more of these key personnel could have a material
adverse effect on TSX Group’s business and results of 
operations. TSX Group also believes that its future success 
will depend in large part on TSX Group’s ability to attract
and retain highly skilled technical, managerial and
marketing personnel. Competition for such personnel is

TSX GROUP ANNUAL REPORT 2004 33



34 TSX GROUP ANNUAL REPORT 2004

intense, particularly as market conditions continue to
improve. There can be no assurance that TSX Group 
will be successful in attracting and retaining the personnel
it requires. 

TECHNOLOGY
TSX Group is extremely dependent on its information
technology systems, including data and communications
systems (“IT Operations”). TSX Group’s trading is
conducted exclusively on an electronic basis. In addition,
TSX Group's trading system hardware was upgraded in
2004 and was benchmarked over a standard trading window
to handle approximately 2.5 times the historical market
peak activity using a representative mix of orders and
trades. TSX Markets have recently experienced an increase
in orders and have continued to respond with systems
upgrades. There are many factors, including number of
orders and executed trades, which can impact required
systems capacity. The mix of order flow is subject to fluctu-
ation depending on the trading patterns of POs and the
marketplace. While TSX Group has developed and planned
various measures, disaster recovery and contingency plans
and back-up procedures to manage, mitigate and minimize
the risk of an interruption or failure to its IT operations

and to ensure their integrity, there is always the risk that
those measures, plans and procedures are not adequate and
therefore the risk of a system failure or interruption cannot
be eliminated.

REGULATORY ENVIRONMENT
TSX Group and its exchanges are subject to the oversight
of certain of the provincial securities regulators and their
future operations may be subject to regulation in other
jurisdictions. Securities regulators may impose barriers 
or constraints limiting TSX Group’s ability to build an 
efficient, competitive organization and also may limit TSX
Group’s strategies for expanding foreign and global access
and utilization. In addition, securities regulators impose
financial and corporate governance restrictions on TSX
Group. TSX Group’s exchanges’ listing standards, trading
rules and features, and operations of its systems, or changes
to them, are subject to oversight or approval of certain of
the provincial securities regulators and compliance with
mandated procedures, which may entail additional costs 
to TSX Group and impact timing of implementation.

January 25, 2005
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HP HCN HLG HII HCG HEQ VEG HSB HBH HBG HBM HBC HUM SNX HSE HKY HYG IMG ACF IBT IBG IDB IGI IMX IMI III IMO N IEP FIG INZ INC STQ IDT IDX IDG IAG IEX IZP INP IW IIC IMN IEF IST IXL INN INQ IPA IPL IMP IDC IFP IMZ IRD ISR IUC IOL ITP

IAI ITW IAU ICS INV BND IUR IPI IPS ISA ISO XBB XGV XIN XSP XIC XIU XEG XFN XGD XIT XRE XMD IVA IE IVN IVW JAG JNI JDU PJC JCT JON KTO KCA KLT KCP KEG KTI KNN KEY KEC KMP KBR KFS KIH KTE K KGI KMS LSZ LAB DDS LIF LCI LAF LAS LB LPR

CTU LGY LMI LTV LNF LSC LEL LNR LM LRR LIM LGF LQW LIQ LIV LMZ L LGI LGT LOR LKE LCC LUN LUX MEE MDA MKZ MPT MYO MCZ MPC MAL MEC MG MTG MGN MFE MEQ MDI MAN MBT MIC MFT MFC MFI MMF MLX MRE MHM MSY MTK MAV BGU

MVX MAX MXZ MAZ MTF MKP MCB MHR MUH MWA MDZ MDS MMD MSF MDF DR MPH MSH MDY MB MRD MEW MRI MNG MLC MVG MR MET MX MYG MRU MIM MBX EMI MBN MOX MGI MIG MBC MXW MMM MNY MFL MDN MID MAE MTM MKX

MCC MOL ME MBL MRC MRT MF MGX MSD MRF MPV FLM MOY MXT MTL MST MFU MMN  PRC PRU SPL MUN MUS MYF NBX NAE NIR NA NLC NVG NBS NLG NRM NSU NMT NAL NCC NEW NMC NXY NXB NXA NXS NTI NHC NKO NIO NRD NIF NBD NII

NS NT NTL PDL NAC NWF NB NFC NNO NPR NGX NPI NAS NYF NMN NGI NCX NSI NG NOV NQL NWI IFN FSL NVA OYP OYR RHE OAX OSI OST ONC OBP OCX ONT ONOPW OTC OPY OPC OGI ORB OZN ORV OSP OTT XBO PWC PIH PFN PNG PMU PCN PLB

PAA POC PIL PMT POU PTO PRK PKI PSI PTI PAZ PBB PDM PBN PAE PES PBC PIF PGF PWT PEG PSA PCR PVC PTQ PCA PBG PFC PTF PKZ PEY PFB PHX PNP PSM PDG LAN PGL PTS PPK POT POW PWF PDT PD PFS PLD PTL FFF PIC EAT PWX PWI PAC QSR PR

PAM PRG PBP POS PXE PBK PGX PMK PMY PLI PPI PSX PVE MTA PRT PON PUB PSD PEL PUG Q QGX QLT QUA QBR IQW QRL QMI QC QAR QEC RBT RRD P RNK RND RAV RYT RC RER RBI RDV RET REK RIM RSE RRR RMM RPC RXD RPI RCH RIC MOO RRZ

RCL RNG REI RBA RIV RFP RNC PRF RPA RE RCC RTT RCI RSI RMN RON ROC ROW RY RGL RYG RYL RSF RP RMX RUS RUT BBB SMY SMT SAP SWP SDQ SVY SIS SAX SES SGL SZG SZH SZ SMN SIN CIT SMC SM SCC SCU SON SDE SMF SBS SIT SDT SFG SGT

SEC SGO KGO SRC SFK SJR SCL SHC SMG S SHN SHQ SC SGF SIC SBL SSG SW SGI SSO SLW TRE SRV SI SIX SXT SKA SLN SLP SPO SKG SIA ALE Z ESP SMX SNC SNH SNP SBY SOD SO SCT SLR SNE SAG SXR SPC SUF SWG HAM SPA SPD SDI SSY SPW YLD SRX

SAS ST STN SPN STZ SID STE SJ SCF SGD SCX SEO SWY STW SEF SVI SGB SSB SQP HHO STB SUE SMU GRO SLA SLE SLF SRF SU SOY SZR SPF SWS SXI SYS SXC TAH TFP TLM TNX TO TAY TLI TDD TDB TCF TTF TAG TAV TDS TEK TCS TKN TIW T TBC TMY TNK

TER TI TEO TSM TXC NAR BRK TH THD TFS THT TOC THY THR BUD TBR TWF TIM TIO TIR TIV TLC TMC TIH TD TS TOT TYT TA TPW TRZ TNP TRP TCA TPL TCL TIF TGL TTH TIL TT TVL TWH TNT TXZ TXR TXK TRH TRF TXL TCW TMN TDG TRT TZC TZH TUI TOS

X TDR TUN TGN TSK TKE TVA  TVI TWG GAT UTR UWH UEX UNS UNF UNG UNC UTC UTS VH  VRS VAQ VAS RNO VLN VTS VER VET ICE VTI VFC VHQ VHL VHB VIC VKR VN VIR VIA VRK VGZ VTN VUE VBI VMY VSM WJX WFC WM WIT WNX WDA WLL WZL

WCS WXX WTL WFT WSC WED W WES WEF WTO WQM WTC WJA WPT WTE WXI WYL WFI WG WRM WIN WCM WPK WRX WLF WB WFS WHT WPO XCL XTX XMC XNS XER XLX XPL YRI YTU YUS YLO HIT YP YM YMG YRB ZAR ZOG.B ZL ZMR ZCL ZEN ZIC

• TSX VENTURE EXCHANGE • FAR.H PIZ VOG.P AEF.MV.A AIS ASP AA AAV AME ABA.H ABI ABU AAB ABV ABE ABB.H ABS ABT ACY.P ADA APS AOE ASL ASD AHE.H ACP.P AKV AKM ATM ACT ADU AUA ADB AV ADI.H ADT ADE AVD.H

AWI AVI AMA AQL ACI.P AFL AFS AGG AFA AFR AFE.H AFF AGS AGR AGV AGL AKR.H ASX ACZ.H APH ALD ALZ AGM AGO AMC AQX AMI.H ALH ALN.H ANQ AFG ALI AHP PPH ALO NPC ARR APT AOK ALF ALQ ALP.H AOC.P NPA.P AHS ANG AAF ATI APK AFX ARH.P ALS

ATV AGX AMH AHR AGC.H AMS BZA AAU AMN ANR.U AMD.H AHL APM APB.A AMX AMU ATL.A ANX AWX AAG ADM AOX.P AD ALM ASW ANB ANC ANI.H ARQ ANM ATR ANE ORE APC APE APP APL AQE AQC AQI AHO AAO ABG AAD ACS ADR.H ADD APO AZN AOU

AES APV ARI AZS ARD AMO ABC.P AOF AWP.A AWT AEI AQ.SV.B AOT ASG ASN SAT ARO APN AWA.H ARC.H ATC AAM ATH AAT AKN ATK ANL ACR.H AUD AUG ARS AUV AUM AUX AUN ARU AUE.P AUQ ARP AUZ AUL AUS.H APX AUW AUT ATO AVH AVL AWB AVV AVW.H

AFC ARY ASM AVS AXM AZM AZR BPQ.SV.A BCR.H BM BDZ BIM BAJ BGS BAH BLR BGL BNK BKL BNR BRH BHL CBS BML BWS BEQ BYV BVE BBC.P BBF C BGN BCY BDI BCM BRL BTP BPD BFD BMN.A BGD BI.H BCP BL BVC.H BHV.H BEO BEL BEE.H BNM.H BEN BKS BWK

BMI BRZ BVO BFS BHR.H BBK.H DIA BPV.P BIA.P BIE BXC BIX.H BUG BPI.P BOV.H BSY BIO BTM BQE BIP BMD BDT BSG BIS.A BTT BBS BLK BPL.P BPX.A BLV BLH BDM BLL BPA BTW BLP BCC BOE.P BRS BVT BON.P BOZ.H BDR BXX BPR BPM BZV BNN.PR.F BSL.H BRV.H

BVG BRX BZO BZI.H BRC WAV.A BBR BRG BSV BMC BRR BCO BDP BPZ BRN.P BWN GPS BUV BUC BUF.H BOC BU BTD CIN.H CCN CZC CPL.P CBE CSL.H CIM CLK GNE CAA CQA.H CVI.A CLP.H CFV CNA.H CW.H CPD CRO CXP CGG CQV NNN.P CQM CSP SPI CSK CSF SWT.H

CDN CVV CAJ.H CLZ CTA CBC.H CNC CDA.H CND CDO CXO CLD CXM COO CNS CPQ CD CNL CLJ.H CYF CPS CPT REL.P CPE CPH.P CPX CMN CZ CDU CCG CRX CFN.UN CBU CGD CTP.UN.A CFS CMH CMX CPN CSC.P CBL.P CCD CJ CUL CHX CDY CT WTH CA CFZ COW.H

CMI YC CDK CZO COQ CUN.H LTI KNO CME CTZ CNT CE CHZ.H CID CDF.A CNA SNS CMM CEP CVC CFG CVL.UN CFY OYL.U CKM CGJ.H CBA CHP CHU CHI CTW CQT CKG CHY CDC CHN CHO CZE CDG CJG CCC.P CEI CGY CIZ.H CEG CWK CIG CER CGM.H CLF CYI.H CXG.A

CFO.H CMK CDB.H CJM.P CMQ CST MW COA CPP CBV CSO GIV.P CLW CRP.H COL CYU CVE.H CMU CMD CCE CSA CBR CEC CXC CMW.H CNY CQR ABN CSX KBC CBG.H KPM CES CWD FFP GCS.H CK CTG CGW CGL CNW NOM ODE CBP PQN KPG CPW CZS CLM CVA

CWS.H CCB CEX CI BUZ KMK CZQ.H CCF CNU CQ.H CAP.H CPV COF.P KRX CGR CPO CGE CGP MSA CRF.H CPR CDH COV CKD.H CWE.P COY CPK CWN CCY TTT.P CMA CRV.P CCZ CRM.H CGN CWR CXF.P CXX CML CWV CXR.H CII GCV.P CKX CEE CLN CWQ CUI CVQ CY

CYP CHS CZM.H DAC DAL DME.H DAR DBL DAE DFG DAI.H DAV DTE DBO.A DEP DJE DLO.H DLY.H DEV DLT.S  DTA DEQ DRK DGV DES DEX DVC.H DVE DIB DIR DGM ADK DMR DSP DDN DOR DIG DOS DCT DSK DVY.Y DCY.H DIT DVQ DVF DVS DVT DLV DV.U DML DSR

DPC.H DTX DPE DCL DTI DNI DPH DDX DVV DRV.H DGO.H DXX DYN DYA DDC DYG DMM DNX ENV EPL EEL ERL.H ERA.H EWK EWR ECE.MV.A ETF EM.H EST.A EEI WAY EAM ECU EEV ELN.H ECC.H ELT EB ETL.H ELR ELI.H ET ELW ELO.H EMM EBY EIR EBS ERS.P EMR M EPT

EDR EGD ENG EMC ERT EGN ENP ESC ETK EON.P ETG EAR EWS ENW EOP EPI.H EBN EQF EQU EQT EQE ERD RSS.H ERG EV EGT EPX EPZ ESX.A ESO ESS ESE ETV.H EGX EMX EUK EUO EUG EOX EGU ETI EIH EVU EVV EVR EXZ.U XED.A EX.A EXN XF EIF.UN EXQ.H EIG XRC

EXI XPD EXS EXT EXX EYE.A FBF FIC FLA FO FIX FRR FNC FWM CAB FTO.P FOX FCM FPN FYL FEI.H FRL FTR FV FRF FI.H FNE.P FR UNO FPX FRS FEB FYI FLD FEX FGR.A FII FLG FAB FMR FOI FCV.H FMG.A FMX FSI.H FOM FME FGT FSY FGA FST FVI FRT FDC FBR.H FBI FZV.H

FRI FWR FXT FRP FRV FTI FCT FUL.P FMM FUR FBC FWO FYT GIE GRD.H GAL GO.A GOI.H GYR GAV GH.UN GBH.PR.A GGI GRC GMR COD.H GWR.P GDT.H GTV GKX GGC GFN GPL GSE.H GNO GNX GIC.SV.A GEX GXM GIX GVI GOS.H GTC GFM.H GGL GHG GSP GB GHM

GGH.MV.A GPC.U GGX GQP GCT.H GFG GLK GET SWI GTT.H GBC GBD GMI GBX GLO GGD.H GA GCU GC CGK GPE GPO.H GRH.H GRU.H GXX.H GSM GLD.H GBK GCN GCL GAI GRG GBN GLB GCC GCR GLY GNG GGR GHA.H GNH GPM GL GVN.H GST.P GOG GZZ GDX

GGY GDF.H GML GMK GCP GNZ GOZ GQC GOR GOD.H GOM GXS GDR GRR GOX GSS GWA GBE GPP GPW GR GPG.H GEG GRA GE GEE GYD GTN.PR.B GPI GPR GQ GSR GWG GEI GVY VGN GRF GRE GO GVG GIS GID GSN GRN GZD GSA GRV GCH.H GTR.H GUA.H GUF

GUL GWQ HHC HOF HTO.H HOI HAO HLO HCR.H HSA.H HAN.H HNC HLW.H HRT HAT HTA.P HK.A HKO HFS.H HLK MDU HRI.H HLC HWC.P HED HDM HRS.H HSI HJI HRC HEL HXL HFC.P HYE HBK.H HVW HPH HPM HMI HLD.UN HA HCN.H HGM HTI HBT HOO HRZ

HBE HSX HST HLM HOW HSL HTX.H HET HUB.P HUD HDA HMB HMP HEI HGI HLS HGS HER.H HYD IAT IBI ICY IIE.H ICN IT IDH IDY IF IFF IFU IGC IVK IPN ILI TV IMR IFX.A IDL WSI ICC.P IMA IPT IEI IGP IPG IMS IPR IME IND IXC.U INF.H IRL IFT IFL IUT.H INS IXS INR

IWS IN IOT IVS.H ISM IAM IPM.H IQC ITV IEG ICI ITC.H IRX IGO.A IQT IIP IRO ALL.H IXT.H IEA IBH IBX IBR ICT ICJ.H ICU IEC IFR IHP IHI IHY IKI IRK INM IPD PBX IOC SAZ ISG.H IDE ITS ITI ITH IWG IWA IXR.H INT IVT IAP ISC ILM IOG ISF ICG.H IAX IM IWI.H ICL IVE IVY

IVI IWX IWB JML JNA.H JPL.UN JSP JSP JVC JZZ.A JTC JEN JER JAU JTM JLB JIN JJR.P JJJ JNN JSD JRN.H JNY JVN JPN JPY.H JBO JNX JNO.P KTR KDC KLA KLG KNE KIC KTV KAN KAC KAR KEE KEL KLS KRE KRT KLM KRD KRR KL KFG KIK KAU KNB KNG KGF KPD.H KBG KSM

KIN KIT KLD KDX KG KNP KHA KWF KBX KES KXL KOG KOO.H KTY.P KRS KGC KWG LMA LPT LTX LCO LSG LHR.UN LKW LAK LAL LL LIS LST LMK LDO LPI LRT.UN LSM LAM LGO LE.H LVH LEG LAT.P LAU LAG LDR LEE LMN FND.P LRN LT LWC LEH LHT LES LCN LTM LEM

LVN.H LIC LEX LBE LMC LSN LBK LMD LTH LIT LGR LOG LC LOM LRC LBV LFD.P LOK LEY LOU.P LTE LBX LOV LCG.H LOY LUC LKY LGC.U LGD LXR.P LRL LZN LYR LYT LYM MCD BMK MMG MDC MMR MRA.H MAP MAG MBS MAA.U MM.H MAJ MJS MAK.P MLR.U MGD

MAM MNX MBD.DB.D MHD.DB.D MOU MNO MDR MCK MIN MPM MAR MES MCF MRH MBP.H MKT MA.A MMT MD MMU MPG MCM.A MXN MAT MHC.H MCO.H MAO MAW MXR MXG MXM MVI MXV MVT MXP MXD MAZ.H MBA MBM MBR MCS MMC MCX MCV

MDM MDD.U MDX MDL MNE.NV MBG MEV MIR MRL MSR MDV MWT MKR MEA MNI MML ML MYP.U MSC MDE MEM MRX.H MSG.P MMI MHS MTC MTX MME MTO MKO MGR MIX MGC MNU MDW MI.H MBV MC MLM  MLI MCA MIB MIO MAI MNL MHI MWK MRS.H

MIT MTR MXO MVE RMB MOM MAD MVC.H MLB MLE.H MOR MON MMX MNS MSX.SV.A MTE.P MEO MNQ MGM MSQ MOK MTP MMO MTB MOA MVW MWR MPN.H MPZ MRR MTY MSS MNC.SV.A MTV MSM MUG MCT MSK MUM MYS NEC.H NME NWR NAT LNG.P

NCN NAV NV.H NDE NNE.A NEO NYC NTB NSS NEI NTT.H NET.H NEU.H NBI.U NGP NPG NEV NEL NCV NGG NIS NWM.H NML NNA ORO.U NUX NSV NWS NCM NGB NLI NMM NNP NWX NM.H NXT NFX NC NPL NIK NOX NID NMG NMA.H NXX NDL NGC.H NOG NRT NRX

NMB NCO NOT NVT NAG NAU NMI NTC NOR NHG NAI NCA NCR NDM NHD NL NPV.H NTH NRN NSM NSE NFD.RV.A NWT NRS NRZ NDX.H NVE EKO NOS NVI NLL NSR EIN NCI CFD NUG.H NTR NNM CSI.H OLI OES ODA ODN ODX OIL OLC.A OYM OML OMT OEI OPH

OCO.P OHS OCE RGE.P OPG OPN OCL ORT.A OPI ORM OX REX OK ORI.H OLE ORS ORN OSH OSE OSK OEL OTS OLR OFI LLX PTP BKM PCM PLC.H PFE PGO PCF PPM LUK PPP PEX PRD PSP PVL PPZ.H PAW.H PAX PRL PC PLL PLO.H PME.P PAF PNT PA PIE MSP.H PML PAN

PW PVI PXM PJT PAL PHR PAT PXC PPC PXN PSG PKS PRH PET.H PEZ.H PIX PLG GEM PN PBT PDF PEN PNM OPT PCI PRM.H PRO PRA.H PEC PTZ PF PFW.H PGB PTR PER PPG PHC.P GAP PHS PGI PX.P PCO PNX PMM PHD PNI PHO PTN.H PGY PVM PNW.H PNL PCL.P PKX.H

PXI POH PE PFM PCS PTM PLY PLZ PLE PCC PMV GEO POM PMB PNC.P PDO PSH PWR PWE PRP PXL PDC.H PNO PIA.H PID PMI PEH PNR.H PLX PM PRS.H PIV PMX PRB PBR POR PFL PLT.SV PP.H POI PRR PSR.H PRX PRV PST PUM PYG PUR PYT QI QCC QHR QUC QZM

QTA QE.P QVI.H QST QSV.H QGO QCA.P QU QSI.H QIS RAC RCX RDT RRS.H RAD.H RDS RDU RMT RBP RAL RPT RGZ RCP REM RES RAM RAU.H RVL RDN RAR RST.H RAY RCO RTY RYC RGI RL RDX RDK RGC REY.P RRE RGN REV RW RAW RCS RGF.H RS RVN REQ RBM RTE

RVX RDM RBN.P RMC RII.MV.A RGW RFC RFM RFT RIP RHS RGY RVD.UN RVS RJX.SV.A RJZ RNM RKG RDR RBX ROK RCR.A RCW RO RM.H VBS R RMR RG ROS RSA RRM ROI RRO RSM RSX RTN RUN RUP RTX RWP SBB SAE STS.P SXG SGR STU STC SCZ SAN SNU SRG SMI

SRE SAW SBI.H SPM SKT SCS SBX SGS SEA SDS RSG SRO SZZ SDN STT SNR SN SXS SET SBR SIR SQZ SEZ SEI.H SHY SHO.H SHA.P SJR.A SRM SHU STO SWM SHF SMH.H SD.H SIM SIG SVX.P SRZ SIL SSE SVL SAU SII SPV.H SOI SKE SRL SKB.P SKF SKR SKV SYH SK.H SXL

SLC.P SSC SMV.H SNQ.H SNL SNO SDW SOF.P SFT SOH SL SOP.H SRW SLT SUM SRB STL SNV SHH SNI.PR.A SGG SOU.P SSM SHP SNZ SSV SSR MSU SPR SCV SAY SRI SWO.H SSA SPE SPQ SLO.P SEL SPS.MV.A SHL SVU SYT.H SLI SJD CAT SCA.H SNA SAM SRU SFR XEV

STX.H SRR.H SML SLV  SLX SPX SLM.UN SLG SKY SQA SRY PND.P MIZ.P SWB SMO SP SME SRK SB STH.H SGV RSC SGE SMB.H SMD STI STM SE WBS SLQ  STK.H SPP SZN SBW SDR SDA.H SUL SDV.H SED SGC SUU.A SUT CAD SUP SMP SUR STG SGM SRT SYR SYZ SIH.H

SY SYA TMT.H TTX TLG TJZ TAA TAR JOB TAM TDM TYK TEI TQY TPA.H TPR.H TRO TEM.H TEW TKO TEA TCN TEC TLP.H TBP.E TFT HOP TLF TKW TST TME TMR.H TJS TTR TGC TAS.H TEN TXA TRC TUO TXS TEX.A TXG TTM TGE LLI.H THV TLT.H TMG THX.H THL THU TGR

TPM.H TIG TTL TES TK TTS TDI TTN.A TLA TTA TIC TLV TNR TBG.H TUM TNS TOP TCR TQ TQE TTZ THP TCH.U TVC TOX TWD TFA.A TSA TNA TBI.P TRN TSU TTI TSN TVM.H TSZ.H TRS TOE TIA TBM TRB TXM TAL    TEL TLR.A TRG.H TRM.A TPC TGK TRY TEE TPH.P TAU TRU

TMI TRV TVN TN TGX TOM TSI TSD TM TUS TSC.P TWO TDC TYS TIP TOO GTH USR UPT UC UFM UGM UGS UGD UVI UN UBS UNR USS UCB UIC.H UNB UCA UCG.U UNT UNV.H USV.H UPL UVN UBN URB UFC UMJ UME US VAA VVR VAZ VFO VVI VAL VPC VHV VQA V

VAN VAX.H VVV VPG VTX VST VMI VG VGG VEM VCG VSI VAV VPN VC.P VNS.P VSR.A VNC.H VGO.H VRC VBX VML VNX VTK.P VDC VMS VCP.H VYE VIT VID.U VGL VIG VGC VIO CTX VRX VEL VNN.A VSC VHM VQE VKY VWL.H VPI VCI VMX.H VIQ VME VCS.U DVD VRI

VRB VRW VUL VVC WWI WGL WAM.H WAR WEN WWK WAG.P WRI WMC WII WR WFG WTS WI WA WAF.A WEE WYM WML WEW WPS WLN WGF WDG WFP WHD WEI WBE WSR WTN WGP WKM WLE WP WNP WRY WWR WND WRT.UN WRC WVI.H WWE WKR WEL WRS

WCX WTA.A WMG.H WRR WRA WNN.H WEX WLR WRL WZI WWF WWX WCC.P WOO WGD WOI.H WPV WPG.H WPC.P WX WSG WL XEL XX.H XDM XGN.H XMT YLL ECY AYX SMS KHT YOR.P ODM GYS XSV.H YZC ZAO ZCO ZPA ZIR ZED ZCC ZND ZEO ZTE
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MANAGEMENT STATEMENT

Management is responsible for the preparation, integrity
and fair presentation of the consolidated financial state-
ments, management’s discussion and analysis, and other
information in this annual report. The consolidated finan-
cial statements were prepared in accordance with Canadian
generally accepted accounting principles and, in the 
opinion of management, fairly reflect the financial position,
results of operations and changes in the financial position 
of TSX Group Inc. Financial information contained
throughout this Annual Report is consistent with the
consolidated financial statements.

Acting through the Finance and Audit Committee, comprised 
of non-management directors, all of whom are unrelated
directors within the meaning of the TSX Guidelines, the
Board of Directors oversees management’s responsibility
for financial reporting and internal control systems. The
Finance and Audit Committee is responsible for reviewing
the consolidated financial statements and management’s
discussion and analysis and recommending them to the
Board of Directors for approval. To discharge its duties the
Committee meets with management and external auditors

to discuss audit plans, internal controls over accounting and
financial reporting processes, auditing matters and financial
reporting issues.

The TSX Group’s external auditors appointed by the 
shareholders, KPMG LLP, are responsible for auditing the
consolidated financial statements and expressing an opinion
thereon. The external auditors have full and free access to,
and meet periodically with, management and the Finance
and Audit Committee to discuss the audit.

RICHARD NESBITT MICHAEL PTASZNIK

Chief Executive Officer Chief Financial Officer
January 25, 2005 January 25, 2005

AUDITORS’ REPORT TO THE SHAREHOLDERS

We have audited the consolidated balance sheets of TSX
Group Inc. as at December 31, 2004 and 2003 and the
consolidated statements of income, changes in share-
holders’ equity and cash flows for the years then ended.
These financial statements are the responsibility of 
the Company’s management. Our responsibility is to
express an opinion on these financial statements based 
on our audits.

We conducted our audits in accordance with Canadian
generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reason-
able assurance whether the financial statements are free 
of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclo-
sures in the financial statements. An audit also includes
assessing the accounting principles used and significant
estimates made by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these consolidated financial statements
present fairly, in all material respects, the financial position
of the Company as at December 31, 2004 and 2003 and 
the results of its operations and its cash flows for the years
then ended in accordance with Canadian generally accepted
accounting principles.

Chartered Accountants
Toronto, Canada
January 25, 2005



CONSOLIDATED BALANCE SHEETS

See accompanying notes to consolidated financial statements.

On behalf of the Board:

WAYNE FOX J. SPENCER LANTHIER
Chair Director

TSX GROUP ANNUAL REPORT 2004 37



38 TSX GROUP ANNUAL REPORT 2004

CONSOLIDATED STATEMENTS OF INCOME

See accompanying notes to consolidated financial statements.



CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

See accompanying notes to consolidated financial statements.



TSX Group Inc. (the “Company”) owns and operates Canada’s two national stock exchanges serving the senior equity and
public venture equity markets as well as Natural Gas Exchange Inc. (“NGX”), a leading North American exchange for the
trading and clearing of natural gas and electricity contracts.

1.  SIGNIFICANT ACCOUNTING POLICIES:
(a) Basis of presentation: 

The consolidated financial statements include the accounts of the Company’s wholly owned subsidiaries, TSX Inc., NGX 
and TSX Inc.’s wholly owned subsidiary, TSX Venture Exchange Inc. Intercompany balances and transactions have been elimi-
nated upon consolidation.

(b) Investments: 

The investment portfolio includes pooled fund investments.

Pooled funds are managed by an external investment fund manager and are carried at the lower of carrying value or market
value. Market values for securities held by the pooled funds are determined by reference to quoted market prices. To the extent
that the value of the underlying assets in the pooled funds decrease, the value of the units will decrease. There is no contractual
maturity date for the investment in pooled funds.

Investment income is recognized in the period it is earned. Realized gains or losses on investments are recorded in the period in
which they occur.

The Company’s investment in an affiliate, which is subject to significant influence, is accounted for using the equity method of
accounting.

(c) Derivative f inancial instruments:

The Company has restricted and deferred share units that are awarded to directors and senior management. The Company 
uses derivatives to manage the exposure of the restricted share units and deferred share units to the TSX Group Inc.’s share
price fluctuations. The Company’s policy is not to utilize derivative financial instruments for trading or speculative purposes.

The Company formally documents all relationships between hedging instruments and hedged items, as well as its risk manage-
ment objective and strategy for undertaking various hedge transactions. This process includes linking all derivatives to specific
assets or liabilities on the balance sheet. The Company also formally assesses, both at the hedge’s inception and on an ongoing
basis, whether the derivatives that are used in hedging transactions are highly effective in offsetting changes in fair values or
cash flows of hedged items. 

The Company purchases total return forward contracts to hedge against the market price fluctuations of the Company stock.
Any increase in the Company’s share price results in an increase in the liability to directors and senior management and a corre-
sponding increase in the return on the hedged units. The reverse situation arises in the case of a price decline. The only impact
to the income statement is for the cost of the hedge itself. In the event a designated hedged item is sold, forfeited or matures
prior to the termination of the relative derivative instrument, any realized or unrealized gain or loss on such derivative instru-
ment is recognized in income.
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(e) Revenue recognition:

Revenue for goods and services is recognized when the services are provided or the goods are sold. 

Trading and related revenues for capital markets are recorded and recognized as revenue in the month in which the trades are
executed or when the related services are provided.

Fees relating to NGX trading are recognized when the service is provided.

Listing revenues are derived primarily from recurring annual sustaining fees and transaction-based fees for new and addi-
tional listings. Sustaining fees are billed during the first quarter of the year and the amount is recorded as deferred revenue
and amortized over the year on a straight-line basis. New and additional listing fees are recognized as revenue in the period
when the listing transaction occurs.

Real-time market data revenue is recognized based on usage as reported by customers and vendors. The Company conducts
periodic audits of the information provided. Other Market Data and Business Services revenue are recorded and recognized
as revenue in the month in which the services are provided. 

( f ) Development expenditures:

Development expenditures, including application software, are expensed as they are incurred.

(g) Income taxes:

Future income taxes are provided in recognition of temporary differences between the carrying amount of assets and liabili-
ties and their respective tax bases, operating losses and tax credit carryforwards made for financial reporting and income tax
purposes. Future tax assets and liabilities are measured using substantively enacted tax rates expected to apply to taxable
income in the periods in which those temporary differences are expected to be removed or settled. The effect on future tax
assets and liabilities of a change in tax rates is recognized in income in the period in which the substantive enactment occurs.

(h) Employee future benefits:

TSX Inc., TSX Venture Exchange Inc. and NGX have registered pension plans with a defined benefits tier and a defined
contributions tier covering substantially all of their employees, as well as a retirement compensation arrangement (“RCA”)
for senior management. Benefits are based on years of service and the employee’s compensation. The costs of these programs
are being funded currently. In addition, the Company provides other employee future benefits, such as supplementary
medical and dental coverage, to defined eligible employees (“other benefit plans”). The cost of the other benefit plans is not
being funded; however, a provision for this has been made in the accounts.

The Company accrues its obligations under employee defined benefit plans as the employees render the services necessary to
earn pension and other employee future benefits.

(d) Amortization:

Amortization is provided over the following useful lives of the assets:
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The Company has adopted the following policies for its benefit plans:

(i) The cost of pensions and other retirement benefits earned by employees is actuarially determined using the projected 
benefit method prorated on service and management’s best estimate of salary escalation, retirement ages and expected 
health care cost.

(ii) For the purpose of calculating expected return on plan assets, those assets are valued at fair value.

(iii) Past service costs from plan amendments are amortized on a straight-line basis over the expected average remaining 
service period of employees active at the time of the amendment.

(iv) Actuarial gains (losses) on plan assets arise from the difference between the actual return on plan assets for a period and 
the expected return on plan assets for that period. Actuarial gains (losses) on the accrued benefit obligation arise from 
differences between actual and expected experience and from changes in the actuarial assumptions used to determine 
the accrued benefit obligation. The excess of the net accumulated actuarial gain (loss) over 10% of the greater of the 
accrued benefit obligation and the fair value of plan assets is amortized over the expected average remaining service 
period of active employees.

(v) When a restructuring of a benefit plan gives rise to both a curtailment and a settlement of obligations, the curtailment 
is accounted for prior to the settlement.

(i)  Intangible assets:

Intangible assets are reviewed annually. When the carrying amount of the reporting unit’s intangible asset exceeds the 
implied fair value of the intangible asset, an impairment loss is recognized as an amount equal to the excess and is identified
separately on the statement of income.

( j) Goodwill:

Goodwill is the residual amount that results when the purchase price of an acquired business exceeds the sum of the 
amounts allocated to the assets acquired, less liabilities assumed, based on their fair values. Goodwill is allocated as of the
date of the business combination to the Company’s reporting units that are expected to benefit from the synergies of the 
business combination.

Goodwill is not amortized and is tested for impairment annually or more frequently if events or changes in circumstances indi-
cate that the asset might be impaired. The impairment test is carried out in two steps. In the first step, the carrying amount of
the reporting unit is compared with its fair value. When the fair value of a reporting unit exceeds its carrying amount, goodwill
of the reporting unit is considered not to be impaired and the second step of the impairment test is unnecessary. 

The second step is carried out when the carrying amount of a reporting unit exceeds its fair value, in which case the implied fair
value of the reporting unit’s goodwill is compared with its carrying amount to measure the amount of the impairment loss, 
if any. The implied fair value of goodwill is determined in the same manner as the value of goodwill is determined in a busi-
ness combination described in the preceding paragraph, using the fair value of the reporting unit as if it was the purchase
price. When the carrying amount of the reporting unit goodwill exceeds the implied fair value of the goodwill, an impairment
loss is recognized in an amount equal to the excess and is recorded in the statement of income before extraordinary items and
discontinued operations.

(k) Use of estimates:

The preparation of financial statements in conformity with generally accepted accounting principles requires management 
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the year.
Actual results could differ from those estimates.

( l) Earnings per share:

Earnings per share are calculated using the treasury stock method.

Basic earnings per share are computed by dividing net income by the weighted average number of shares outstanding during
the reporting period. 
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The results of NGX are included from the date of acquisition.

3. MARKETABLE SECURITIES:
The carrying and fair values of the investment portfolio are as follows:

Diluted earnings per share are computed similar to basic earnings per share except that the weighted average shares
outstanding are increased to include additional shares from the assumed exercise of share options, if dilutive. The number of
additional shares is calculated by assuming that outstanding share options were exercised and that the proceeds from such
exercises were used to acquire common shares at the average market price during the reporting period.

(m) Related party transactions:

Any transactions entered into between the Company and related parties are on terms and conditions that are at least as
favourable to the Company as market terms and conditions and are recorded at the agreed upon exchange amount.

(n) Share-based compensation:

The Company has a share-based compensation plan, which is described in note 17. The Company accounts for all share-based
payments to employees that call for settlement by the issuance of equity instruments, granted on or after January 1, 2003,
using the fair value-based method. Under the fair value based method, compensation cost attributable to options to
employees is measured at fair value at the grant date and amortized over the vesting period. Changes in intrinsic value
between the grant date and the measurement date result in a change in the measure of compensation cost.

For options that vest at the end of the vesting period, compensation cost is recognized on a straight-line basis. No compensa-
tion cost is recognized for options that employees forfeit if they fail to satisfy the service requirement for vesting. 

2. PURCHASE OF NGX CANADA INC.:
On March 1, 2004, the Company acquired 100% of the outstanding common shares of a predecessor of Natural Gas
Exchange Inc. (“NGX”). NGX is a Canadian exchange that trades and clears natural gas and electricity contracts. The acqui-
sition of NGX was accounted for using the purchase method.

The purchase price was $39,338 in cash plus closing costs of $834. In addition, a payment that considers the memorandum 
of agreement signed in 1999 was made to the Bourse de Montreal totalling $5,000. The allocation of the purchase price,
including the valuation of goodwill and intangible asset, was completed at the end of April 2004. 

The following table summarizes the estimated fair value of assets acquired and liabilities assumed at the date of acquisition:



6. OTHER ASSETS:

Amortization charged for the year $10,456 (2003 - $9,424)

4. DERIVATIVE FINANCIAL INSTRUMENTS:
TSX Inc. has entered into total return swaps which synthetically replicate the economics of TSX Inc. purchasing the
Company’s shares as a partial hedge to the share appreciation rights of restricted share units and deferred share units that are
awarded to directors and senior management of the Company and its affiliates. The Company has purchased derivative finan-
cial instruments to effectively hedge against the impact of its share price fluctuations on the non-performance based portion
of the long-term incentive plan.

The counterparty creates a hedge and delivers the cash proceeds net of borrowing costs to TSX Inc. at maturity. TSX Inc.
has pledged assets with a market value of $11,934 (2003 - $12,376) at December 31, 2004 in a collateral account at 
The Canadian Depository for Securities Limited but retains beneficial ownership. This enables the counterparty to purchase
the derivative instrument in return for a competitive financing charge.

5. PREMISES AND EQUIPMENT:
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7. EMPLOYEE FUTURE BENEFITS:
Information about the Company’s benefit plans is as follows:

Total cash amounts recognized as paid or payable for employee future benefits in 2004, consisting of employer contributions
to the defined benefit pension plans, employer contributions to the other benefit plans, and employer contributions to the
defined contribution plans, was $1,881 (2003-$9,892).

Defined benefit plans: 

Commencing January 1, 2004, the Company measures its accrued benefit obligations and the fair value of plan assets for
accounting purposes as at September 30 of each year (2003 - December 31). The most recent actuarial valuation of the pension
plans for funding purposes was as at December 31, 2002, and the next required valuation will be as at December 31, 2005.



Plan assets consist of:

The accrued benefit asset and accrued benefit obligation is included in the Company’s consolidated balance sheet as follows:

The elements of the Company’s defined benefit plan costs recognized in the year are as follows:

(a) Expected return on plan assets of $2,580 (2003 - $2,159) less the actual return on plan assets of $1,356 (2003 - $3,861).

(b) Actuarial (gain) loss recognized for the year of $91 (2003 - $nil ) less the actual actuarial (gain) loss on accrued benefit 
obligation of $(945) (2003 - $1,822).

(c) Amortization of past service costs for the year of $154 (2003 - $154) less the actual plan amendments for year of $nil (2003 - $nil ).
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The significant actuarial assumptions adopted in measuring the obligation are as follows (weighted average):

The assumed health care cost trend rate at December 31, 2004 was 7.3% (2003 - 5.9%), decreasing to 4.6% (2003 - 4.5%) over
seven years. 

Increasing or decreasing the assumed health care cost trend rates by one percentage point would have the following effects for 2004:

In 2004, the Company contributed and expensed $1,855 (2003 - $1,628) to the defined contribution tier, which amounts are
not included in the recognized defined benefit costs above.

The average remaining service period of the active employees covered by the pension plans is 12 years (2003 -15 years).
The average remaining service period of the active employees covered by the other retirement benefits plans is 24 years 
(2003 - 24 years).

8. INVESTMENT IN AFFILIATE:
On July 8, 2002, the Company paid $15,000 plus closing costs of $126, to acquire approximately 40% equity interest in
CanDeal.ca Inc. (“CanDeal”), which owns an electronic trading system for the institutional debt market. As part 
of the investment, the Company and CanDeal entered into an agreement under which the Company would provide techno-
logical services in support of CanDeal’s electronic trading system.

On April 10, 2003, CanDeal acquired for redemption, shares previously issued to Basis 100, a technology provider, resulting
in the Company’s equity interest increasing to approximately 45%. The other shareholders of CanDeal includes its founders,
Canada’s six largest investment dealers, which represent the majority of the institutional debt trading market in Canada, and a
service provider.

The investment is accounted for using the equity method. The purchase price exceeded the proportionate share of the fair
value of tangible net assets acquired by $16,069. This amount represents intangible assets and goodwill.

In 2004 the Company charged $710 (2003 - $763) for technology services.

9. NGX COLLATERAL ARRANGEMENTS AND CLEARING BACKSTOP FUND:
As part of its clearing operations, NGX becomes the counterparty to each transaction, thereby guaranteeing the fulfillment of
every contract that is executed on its electronic trading platform. To manage the risks associated with its clearing activities
NGX is fully collateralized and maintains a $30,000 clearing backstop fund. The Company is the guarantor of this fund, and
has pledged $30,000 of marketable securities related to its obligations as a guarantor.

NGX requires each counterparty (the “Contracting Party”) to provide collateral in the form of cash or letters of credit based
on the magnitude of its unsettled contractual obligations which may be accessed in the event of default by a Contracting
Party. The collateral provided in the form of cash (“the cash collateral deposits”) is segregated in individually designated bank
accounts held at a major Canadian chartered bank by NGX which acts as trustee for these funds. The collateral deposits,
together with letters of credit provided by all the Contracting Parties, exceed all of the outstanding credit exposure, as deter-
mined by NGX, for all its unsettled contractual obligations at any point in time. 



10. NGX CLEARING RISK:
As an electronic exchange for energy products, NGX is a party to offsetting contracts for the physical delivery of energy
products in future periods at fixed prices for all energy products traded on NGX between buyers and sellers. Prices are deter-
mined by the electronic matching of bids and offers from NGX customers at the time the trade contracts are initiated. NGX
is also a party to offsetting financial swap contracts with customers which call for the payment of the differential between
fixed prices, as agreed through the bid offer process, and specified market indices at future dates.

NGX does not participate in the price risk associated with these trading contracts and does not take physical delivery of
energy products traded on NGX. In the event of non-performance by one of the customers in a trade, NGX has arranged for
third party physical backstopping on trades with all related costs payable by the non-performing customer. As NGX handles
the clearing of all payments related to trading contracts, it bears credit risk associated with customer obligations.

The terms of physical contracts traded on NGX range from same day to October 31, 2008 and the terms for swap contracts
traded on NGX range from near month to October 31, 2008.

As the clearing counterparty to every trade, NGX is exposed to credit risk in the event that a buyer fails to pay the required
funds for energy products purchased and the market risk if buyers or sellers fail to take or deliver energy products which have
been contracted at prices less favourable than market prices at the time of the contract delivery period or if a customer fails to
settle their financial trade commitments. To mitigate these risks, NGX employs a customized energy market margining
model secured by liquid collateral deposits from all Contracting Parties with exposure.

NGX will provide the counterparty with an invoice on or before the 15th day of each calendar month for deliveries and
receipts of energy products during the prior calendar month pursuant to physical contracts which are payable in the same
currency, setting forth a net amount owing by or to the counterparty itemizing and applying set-off to each of any purchase
amount payable or receivable in respect of any such physical contracts, any amounts payable for fees to NGX, and any
amounts payable for GST. Physical and financial trading contracts which have not yet been settled, as well as the revenues
and expenses related to the value of energy products traded or swap differential payments made during the year, are not
recognized in these consolidated financial statements as NGX does not function as a principal in these trading activities.
NGX energy contract receivable and payable positions are recognized for all trading contracts where physical delivery has
occurred prior to the period end but payments had not yet been made.

NGX monitors and measures total potential exposure for each Contracting Party’s portfolio on a real-time basis as the 
aggregate of:

(i) outstanding accounts receivable positions;

(ii) “Variation Margin”, which is comprised of the aggregate “mark to market” exposure for all outstanding purchase and 
sale contracts with a negative value from the perspective of the customer; and

(iii) “Initial Margin”, which is an amount expressed as a rate in dollars per unit of energy that estimates the worst 
expected loss that a position might incur under normal market conditions during a liquidation period.

NGX maintains credit policies and practices with regard to its customers that management believes significantly minimize
overall clearing risk. These policies and practices include a continuous monitoring of aggregate margin requirements for each
customer to ensure that the customer has posted sufficient collateral in compliance with the Risk Management Policy of the
Contracting Party’s Agreement which is a standardized agreement that allows for netting of positive and negative exposures
associated with a single customer. In addition, NGX monitors the customer’s (and its credit support providers, if any) finan-
cial condition to ensure full compliance with the representations and warranties of the contracting party. In the event of
default by any contracting party, which includes a failure to take delivery of product, a failure to make delivery of product,
failure to pay, failure to deposit collateral, or insolvency, NGX will liquidate the defaulting customer’s open positions, draw
down the collateral to cover the liquidation, and terminate such contracting party from trading on NGX.
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12. LEASE COMMITMENTS:
The Company is committed under long-term leases as follows:

(a) The rental of office space, under various long-term operating leases with remaining terms of up to 14 years and a capital
lease for an initial term of 25 years with an additional 10-year renewal option.

(b) The rental of computer hardware and software for terms of one to three years.

Current lease obligations over the remaining terms of the operating leases are as follows:

11.  GOODWILL AND INTANGIBLE ASSETS:
Goodwill is tested for impairment annually. The impairment test is carried out in two steps. In the first step, the Company
compared the carrying amounts of its reporting units with their fair values. The test was performed in the fourth quarter of
2004. The measurement methodology used to determine whether impairment exists was recoverability based on discounted
future cash flows. The Company found that the fair values of its reporting units were not impaired. Therefore, the second
step of the impairment test was not required.

The Company recorded an intangible asset related to the purchase value of the listed issuer base of TSX Venture Exchange
Inc. The intangible asset is amortized at 7.3% per year on a declining balance.

An intangible asset representing the value of the customer base resulted from the acquisition of an additional subsidiary,
NGX Canada Inc. (now Natural Gas Exchange Inc.), and is amortized at 8.0% per year on a declining balance.

The obligations under capital leases are as follows:



Interest on the obligations under capital leases amounted to $204 (2003 - $242).

Current lease obligations over the remaining terms of the capital leases are as follows:

13. SEGMENTED INFORMATION:
The Company operates in two reportable segments. In the Capital Markets segment, the Company owns and operates
Canada’s two national stock exchanges, Toronto Stock Exchange and TSX Venture Exchange. The Energy Markets segment
is engaged in trading and clearing natural gas and electricity contracts through NGX.

14. OTHER LIABILITIES:
Other liabilities include amounts payable under the long term incentive plan (note 18) and liabilities due to the contraction of
office space.

15. SHARE CAPITAL:
The authorized capital of the Company consists of an unlimited number of common shares, an unlimited number of prefer-
ence shares, issuable in series and an unlimited number of choice shares.

Each common share of the Company entitles its holder to one vote at all meetings of shareholders subject to certain restric-
tions with respect to the voting rights and the transferability of the shares. No person or combination of persons acting
jointly or in concert is permitted to beneficially own or exercise control or direction over more than 10% of any class or
series of voting shares of the Company without the prior approval of the Ontario Securities Commission. 

Each common share of the Company is also entitled to receive dividends if, as and when declared by the Board of Directors
of the Company. All dividends that the Board of Directors of the Company may declare and pay will be declared and paid in
equal amounts per share on all common shares and choice shares, subject to the rights of holders of the preference shares.
Holders of common shares will participate in any distribution of the net assets of the Company upon liquidation, dissolution
or winding-up on an equal basis per share, together with the choice shares but subject to the rights of the holders of the 
preference shares.

*Results from date of acquisition.
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There are no pre-emptive, redemption, purchase or conversion rights attaching to the common shares, except for the
compulsory sale of shares or redemption provision described in connection with enforcing the restriction on ownership of
voting shares of the Company.

Details of capital transactions are as follows:

At the time of the continuance of the predecessor company into a for profit corporation, any accumulated excess in revenue
over expenses was internally restricted and could not be distributed to the shareholders, except on a windup of TSX Inc. 
As at December 31, 2004, the company determined this amount to be $64,511 (2003 - $64,886).

In December 2003, the company paid a special dividend of $168,750, or $5 per share.

On January 25, 2005 the Board of Directors approved, subject to shareholder and regulatory approval, a subdivision of the
Company’s shares on a two for one basis.

16. EMPLOYEE SHARE PURCHASE PLAN:
The Company offers an employee share purchase plan for eligible employees of the Company and its subsidiaries. Under the
employee share purchase plan, contributions by the Company and by eligible employees will be used by the plan adminis-
trator, CIBC Mellon Trust Company, to make purchases of common shares of the Company on the open market. Each
eligible employee may contribute up to 10% of the employee’s salary to the employee share purchase plan. The Company will
contribute to the plan administrator the funds required to purchase one common share of the Company for each two
common shares purchased on behalf of the eligible employee, up to a maximum annual contribution of $2.5. Shareholder
approval is not required for this plan.

The Company accounts for its contribution as compensation expense when it is contributed to the plan. Compensation
expense related to this plan was $758 for the year ended December 31, 2004 (2003 - $326).

17. SHARE OPTION PLAN: 
The Company established a share option plan in the year of its initial public offering. All officers and director-level
employees of the Company and its affiliates are eligible to be granted options under the option plan. The share option plan,
together with the other share compensation arrangements, cannot result in the number of shares reserved for issuance under
share options held by any one person exceeding 5% of the outstanding common shares issued. 2,800,000 common shares of
the Company have been reserved for issuance upon exercise of options granted under this plan, representing approximately
8% of the outstanding common shares of the Company.

On December 17, 2002, the Board of Directors of the Company approved the granting of 725,000 options to eligible
employees of the Company pursuant to the share option plan. These options were granted on January 2, 2003 and two 



further grants were awarded on January 30, 2003 and July 2, 2003 for options to purchase 20,000 shares and 25,000 shares,
respectively. For the year ended 2003, 67,000 options were forfeited. Options granted in 2003 had strike prices in the range of
$21.057 to $28.333.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option pricing model with the
following assumptions used for grants in 2003: dividend yield of 2.7%; expected volatility of 25%; risk-free interest rate of
4.165% and expected life of six years.

In January 2004, 211,800 options were granted to eligible employees. On March 30, 2004 an additional 13,600 options were
granted. In 2004, 140,200 options were exercised, 122,250 options were forfeited, resulting in 665,950 options remaining
outstanding under the share option plan. Options granted in 2004 had strike prices in the range of $44.806 to $52.893.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option pricing model with the
following assumptions used for grants in 2004: dividend yield of 2.5%; expected volatility of 25%; risk-free interest rate of
3.910% and expected life of five years.

Options granted will expire in 2013 and 2014.

Share options:

46,800 options were fully vested and exercisable at strike prices in the range of $21.057 and $28.333 at December 31, 2004.

During 2004, the Company recognized compensation cost of $1,424 (2003 - $1,018) in respect of its share option plan.

18. LONG-TERM INCENTIVE PLAN:
Effective January 1, 2001, TSX Inc. introduced an interim bonus plan (in lieu of a long-term incentive plan) for officers and
director-level employees of TSX Inc. and its affiliates. The interim bonus plan provided eligible employees with a deferred
award based on the annual financial performance of the Company. Amounts earned in 2001 were converted into deferred
share units for executive officers and restricted share units for other participants in conjunction with the public offering of
the Company, with each deferred share unit or restricted share unit having an initial value equal to the price of one common
share of the Company in the public offering. Amounts earned in 2002 were converted into deferred share units or restricted
share units based on the share value, with each deferred share unit or restricted share unit having a value based on the value
of one common share of the Company on December 31, 2002. 

In general, deferred share units vest in accordance with the same schedule contemplated by the existing interim bonus plan,
being, for deferred share units issued on conversion of 2001 amounts, one-third on each of December 31, 2002, 2003 and
2004, and, for deferred share units issued on conversion of 2002 amounts, one-third on each of December 31, 2003, 2004 and
2005, but can only be redeemed upon termination of employment or retirement. Restricted share units vest in accordance
with the same three-year vesting schedule described above and will be redeemed at the end of the schedule, or in certain
circumstances, on an earlier date. The deferred share unit plan and the restricted share unit plan have been established for
the purpose of converting amounts earned under the interim bonus plan. No shares will be issued or transferred on redemp-
tion of deferred share units or restricted share units; only cash payments will be made. Each participant may elect to receive
their incentive compensation, in whole or in part, in the form of deferred share units.
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20. INCOME TAXES:
Income tax expense attributable to income from operations differs from the amounts computed by applying the combined 
federal and provincial income tax rate of 35.54% (2003 - 36.53%) to pre-tax income from operations as a result of the following:
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In January, 2004 the Board approved a long-term incentive plan which provides for the granting of restricted share units
(“RSUs”). The amount of the award payable at the end of three years will be determined by the total shareholder return at
the end of the three year period. Total shareholder return represents the appreciation in share price plus dividends paid on a
share, measured at the time RSUs vest.

The Company records its obligation under the plan, if any, in the period in which the award is earned. As at December 31,
2004, $11,674 (2003 - $10,375) has been accrued and is included in accounts payable and accrued liabilities and other liabili-
ties. The Company has purchased derivative financial instruments to effectively hedge against the impact of its share price
fluctuations on the non-performance based portion of the long-term incentive plan (note 4). 

19. EARNINGS PER SHARE:

The income tax provisions for the years ended December 31, 2004 and 2003 are as follows:



The tax effects of temporary differences that give rise to significant portions of the future tax asset at December 31, 2004 and
2003 are presented below:

21. REGULATORY SERVICES:
Since 2002, the Securities Commissions of Alberta, British Columbia, Manitoba, Ontario and Quebec (the commissions) have
recognized Market Regulation Services Inc. (“RS”) as a self-regulatory organization and approved the retention of RS to
perform certain market regulation functions formerly performed by TSX Inc. RS is a private corporation jointly owned by
TSX Inc. and the Investment Dealers Association of Canada and operated on a not-for-profit basis in accordance with its
articles. RS provides regulatory services to Canadian marketplaces ( i.e., exchanges, alternative trading systems and quotation
and trade reporting systems) that contract with it, in consideration of fees to be paid by such marketplaces and their partici-
pants. TSX Inc. and TSX Venture Exchange Inc. have retained RS to perform certain market regulation functions.

For the period from January 1 to December 31, 2004, $7,292 (2003 - $8,132) of Business Services revenue was earned for tech-
nology, payroll and human resources services provided to RS and $3,065 (2003 - $3,614) was paid to RS for services provided
by RS.

22. FINANCIAL INSTRUMENTS:
(a) Fair values of f inancial assets and f inancial l iabilities:

The fair values of the Company’s cash, accounts receivable, and accounts payable and accrued liabilities approximate their
carrying amounts due to their short-term nature. The fair value of other assets and the obligation under capital lease is not
readily determinable.

(b) Foreign currency risk: 

Accounts receivable include U.S. $ 2,069 (2003 - U.S. $2,047), which is exposed to change in the U.S.- Canadian dollar
exchange rate.

23. CONTINGENT LIABILITY:
From time to time in connection with its operations, the Corporation is named as a defendant in actions for damages and
costs sustained by plaintiffs. During the year the Corporation was named as a defendant in an action for $10.2 million. 
The Corporation believes the claim is without merit and intends to vigorously defend the action. Accordingly, no provision
has been made in the accounts.

24. COMPARATIVE FIGURES:
Certain comparative figures have been reclassified to conform with the financial presentation adopted in the current year.
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FIVE-YEAR REVIEW — FINANCIAL INFORMATION*

1 Prior to April 3, 2000, TSX Group was organized and operated on a not-for-profit basis.

2 The financial results of TSX Venture Exchange have been consolidated into these results from and after August 1, 2001.

3 The financial results of Natural Gas Exchange have been consolidated into these results from and after March 1, 2004.

* Certain comparative figures have been reclassified to conform with the financial presentation adopted in the current year. 



1 Secondary Offering Financing includes prospectus offerings on both a treasury and secondary basis. However, financing from supplemental listings are excluded 
from Secondary Offering Financing for Toronto Stock Exchange and included for TSX Venture Exchange.

2 S&P is a trade-mark owned by The McGraw-Hill Companies, Inc. and is used under license. S&P/TSX Venture Composite Index commenced December 10, 2001 
with a value of 1,000. 

3 Prior to July 26, 2002, TSX Venture Exchange was named Canadian Venture Exchange (CDNX). Canadian Dealing Network and Winnipeg Stock Exchange were 
merged into TSX Venture Exchange in 2000. TSX Group acquired TSX Venture Exchange on August 1, 2001. Junior listings from Montreal Stock Exchange were 
transferred to TSX Venture Exchange on October 1, 2001. TSX Venture Exchange market statistics do not include data for debt securities. Market Capitalization 
includes only those issues that traded during the month of December. ‘New Issuers Listed’ and ‘S&P/TSX Venture Composite Index Close’ statistics exclude data 
for issuers on NEX. All other TSX Venture Exchange market statistics include data for issuers on NEX since its creation on August 18, 2003. NEX is a board that 
was established for issuers that have fallen below TSX Venture Exchange’s listing standards (261 issuers at December 31, 2004 and 285 issuers at December 31, 2003).

* Certain comparative figures have been restated. 

FIVE-YEAR REVIEW — MARKET STATISTICS*
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BOARD OF DIRECTORS

WAYNE C. FOX (CHAIR)

Vice Chair & Chief Risk Officer
Treasury, Balance Sheet and Risk Management
Canadian Imperial Bank of Commerce
Committees: Governance, Human Resources
Director since: 1997

IAN S. BROWN

Senior Managing Director
Raymond James Ltd.
Committees: Public Venture Market (Chair)
Director since: 2001

TULLIO CEDRASCHI

President and Chief Executive Officer
CN Investment Division
Committees: Governance, Human Resources (Chair)
Director since: 2001 

RAYMOND GARNEAU

Chairman of the Board
Industrial Alliance, Insurance and Financial Services Inc.
Committees: Governance, Human Resources 
Director since: 2003

JOHN A. HAGG

Principal
Tristone Capital Inc.
Committees: Governance, Public Venture Market
Director since: 2001

HARRY A. JAAKO

Chairman, Co-CEO and Principal
Discovery Capital Corporation
Committees: Finance & Audit, Human Resources
Public Venture Market
Director since: 2001 

J. SPENCER LANTHIER

Corporate Director
Committees: Finance & Audit (Chair), Governance,
Human Resources
Director since: 2000 

JEAN MARTEL

Senior Partner
Lavery, de Billy
Committees: Finance & Audit, Human Resources,
Public Venture Market
Director since: 1999

OWEN McCREERY

Consultant and Corporate Director
Committees: Finance & Audit, Governance, 
Public Venture Market
Director since: 2002

JOHN P. MULVIHILL

Chairman
Mulvihill Capital Management Inc.
Committees: Finance & Audit, Governance (Chair)
Director since: 1996

ERIC C. TRIPP

Vice Chairman
Equity Division
BMO Nesbitt Burns Inc.
Committees: Human Resources
Director since: 1999

SENIOR MANAGEMENT OF TSX GROUP AND ITS SUBSIDIARIES

RICHARD W. NESBITT *

Chief Executive Officer 
TSX Group

JOHN B. CIESLAK *

Executive Vice President 
Information and Trading
Technology and Chief
Information Officer
TSX Group

KEVAN B. COWAN

Senior Vice President
TSX Venture Exchange

ROBERT M. FABES *

Senior Vice President
Toronto Stock Exchange

BRENDA L. HOFFMAN

Vice President, Development
Information and Trading
Technology,
TSX Technologies

LINDA M. O. HOHOL*

President
TSX Venture Exchange

PETER KRENKEL*

President 
NGX

JOHN McKENZIE

Vice President,
Corporate Strategy and
Development
TSX Group

HARRY A. McLEAN

Vice President, Operations
TSX Technologies

RIK PARKHILL*

President 
TSX Markets

SHARON C. PEL*

Senior Vice President, 
Legal and Business Affairs
TSX Group

MICHAEL S. PTASZNIK*

Senior Vice President and 
Chief Financial Officer 
TSX Group

ERIC SINCLAIR*

Senior Vice President
TSX Datalinx

*Member of Senior Management Team



TORONTO STOCK EXCHANGE PARTICIPATING ORGANIZATIONS

Jones Gable & Company Ltd.
Kingsdale Capital Markets Inc.
Kingwest and Company
Laurentian Bank Securities Inc.
Le Groupe Option Retraite Inc.
Leede Financial Markets Inc. 
Lightyear Capital Inc.
Loewen Ondaatje McCutcheon Ltd.
MacDougall MacDougall & MacTier Inc.
Maison Placements Canada Inc.
Maple Securities Canada Limited
MCA Securities
McFarlane Gordon Inc.
Merrill Lynch Canada Inc.
MMI Group Limited
Morgan Stanley Canada Ltd.
National Bank Discount Brokerage Inc.
National Bank Financial Inc.
NBCN (National Bank Correspondent Network)
Norstar  Securities International Inc.
Northern Securities Inc.
Octagon Capital Corporation
Odlum Brown Ltd.
Orion Securities Inc.
Pacific Int’l Securities Inc.
Paradigm Capital Inc.
Penson Financial Services Canada Inc.
Peters & Co. Ltd.
Pictet Canada L.P.
Polar Securities Inc.
Pollitt & Co. Inc.
Pope & Company
Raymond James Ltd.
RBC Capital Markets
Refco Futures (Canada) Ltd.
Research Capital Corp.
Salman Partners Inc.
Scotia Capital Inc.
Sprott Securities Inc.
Standard Securities Capital Corp.
State Street Global Markets Canada Inc. 
Strategic Capital Partners Inc.
TD Securities Inc.
TD Waterhouse Canada Inc.
Timber Hill Canada Company
Toll Cross Securities Inc.
Tristone Capital Inc.
UBS Securities Inc.
Union Securities Ltd.
W.D. Latimer Co. Ltd.
Westwind Partners Inc.
Wolverton Securities Ltd.
Woodstone Capital Inc.

Acker Finley Inc.
Acumen Capital Finance Partners Ltd.
Altus Securities Inc.
Assante Capital Management Ltd.
Berkshire Securities Inc.
BMO Nesbitt Burns Inc.
BNP (Canada) Securities Inc.
Bolder Investment Partners Ltd.
Brant Securities Ltd.
Brockhouse & Cooper Inc.
Burgeonvest Securities Limited
Byron Securities Limited
Caldwell Securities Ltd.
Canaccord Capital Corp.
CIBC World Markets Inc.
Citigroup Global Makets Canada
Clarus Securities Inc.
Commission Direct Inc.
Credifinance Securities Ltd.
Credit Suisse First Boston Securities Canada Inc.
CTI Capital Inc.
Desjardins Securities Inc.
Deutsche Bank Securities Ltd.
Dlouhy Merchant Group Inc.
Dominick & Dominick Securities Inc.
Dundee Securities Corp.
E*TRADE Canada Securities Corp.
e3m Investments Inc.
Edward Jones
FIMAT Derivatives Canada Inc.
First Asset Advisory Services Inc.
First Associates Investments Inc.
FirstEnergy Capital Corp.
Foster & Associates Financial Services Inc.
Fraser Mackenzie Limited
Friedberg Mercantile Group
Genuity Capital Markets
Global Securities Corp.
GMP Securities Limited
Golden Capital Securities Ltd.
Goldman Sachs Canada Inc.
Hampton Securities Ltd.
Harris Partners Ltd.
Haywood Securities Inc.
HSBC Securities (Canada) Inc.
Independent Trading Group
Industrial Alliance Securities Inc.
Instinet Canada Ltd.
Integral Wealth Securities Limited
Interactive Brokers Canada Inc.
IPC Securities Corp.
ITG Canada Corp.
JC Clark  Ltd.
Jennings Capital Inc.
Jitney Group Inc. (The)
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TSX VENTURE EXCHANGE MEMBER FIRMS

Acadian Securities Inc.
Acumen Capital Finance Partners Ltd.
Berkshire Securities Inc.
Bieber Securities Inc.
BMO Nesbitt Burns Inc.
Bolder Investment Partners Ltd.
Byron Securities
Caldwell Securities Ltd.
Canaccord Capital Corp.
CIBC World Markets  Inc.
Clarus Securities Inc.
CTI Capital Inc.
Dlouhy Merchant Group Inc.
Dominick & Dominick Securities Inc.
Dundee Securities Corp.
E*TRADE Canada Securities Corp.
Emerging Equities Inc.
First Associates Investments Inc.
FirstEnergy Capital Corp.
Fraser Mackenzie Limited
Friedberg Mercantile Group
Global Securities Corp.
GMP Securities Limited
Golden Capital Securities Ltd.
Graydon Elliot Capital Corporation
Hampton Securities Ltd.
Haywood Securities Inc.
HSBC Securities (Canada) Inc.
iForum Securities
Integral Wealth Securities Limited
Investpro Securities Inc.
ITG Canada Corp.
Jennings Capital Inc.
Jones Gable & Company Ltd.
Jory Capital Inc.
Kingsdale Capital Markets Inc.
Leede Financial Markets Inc. 
Lightyear Capital Inc.
Loewen Ondaatje McCutcheon Ltd.
MCA Securities
McFarlane Gordon Inc.
Merrill Lynch Canada Inc.
National Bank Financial Inc.
NBCN (National Bank Correspondent Network)
Northern Securities Inc.
Octagon Capital Corporation
Odlum Brown Ltd.
Orion Securities Inc.
Pacific Int’l Securities Inc.
Paradigm Capital Inc.
Peters & Co. Ltd.
Pictet Canada L.P.
Polar Securities
Raymond James Ltd.

RBC Capital Markets
Research Capital Corp.
Salman Partners Inc.
Scotia Capital Inc.
Sprott Securities Inc.
Standard Securities Capital Corp.
Strategic Capital Partners Inc.
TD Securities Inc.
TD Waterhouse Canada Inc.
Toll Cross Securities Inc.
Tristone Capital Inc.
TWC Securities Inc.
UBS Securities Inc.
Union Securities Ltd.
W.D. Latimer Co. Ltd.
Wellington West Capital Inc.
Westwind Partners Inc.
Wolverton Securities Ltd.
Woodstone Capital Inc.

TSX VENTURE EXCHANGE  
PARTICIPATING ORGANIZATIONS

Brant Securities Ltd.
Burgeonvest Securities Limited
Commission Direct Inc.
Desjardins Securities Inc.
Genuity Capital Markets
Harris Partners
IPC Securities Corp.
Laurentian Bank Securities Inc.
MacDougall MacDougal & MacTier Inc.
Morgan Stanley Canada Ltd.
National Bank Discount Brokerage Inc.
Norstar  Securities International Inc.
Penson Financial Services Canada Inc.
Pollitt & Co. Inc.
Pope & Company
Questrade Inc.
Refco Futures (Canada) Ltd.



SHAREHOLDER INFORMATION

STOCK LISTING

Toronto Stock Exchange 
Share Symbol “X” 

AUDITORS

KPMG LLP 
Toronto, ON 

REGISTERED OFFICE AND HEAD OFFICE OF TSX GROUP

The Exchange Tower 
130 King Street West 
Toronto, ON 
M5X 1J2 

HEAD OFFICE OF TSX VENTURE EXCHANGE

300 – 5th Avenue SW 
10th Floor 
Calgary, AB 
T2P 3C4 

HEAD OFFICE OF NGX

140 – 4th Avenue SW 
Suite 2330
Calgary, AB 
T2P 3N3 

REGIONAL OFFICES

Montreal 
1000 Sherbrooke Street West 
Suite 1100 
Montreal, QC 
H3A 3G4 

Vancouver 
650 West Georgia Street 
Suite 2700 
Vancouver, BC 
V6B 4N9 

Winnipeg 
One Lombard Place 
Suite 600 
Winnipeg, MB 
R3B 0X3 

SHARE TRANSFER AGENT

Requests for information regarding share 
transfers should be directed to the 
Transfer Agent: 

CIBC Mellon Trust Company
PO Box 7010
Adelaide Street Postal Station
Toronto, ON
M5C 2W9 
Tel: (416) 643-5500 (Toronto Area)

1-800-387-0825 (North America)
Fax: (416) 643-5501 
E-mail: inquiries@cibcmellon.com 

INVESTOR CONTACT INFORMATION

Investor Relations may be contacted at: 

Tel: (416) 947-4277 (Toronto Area)
1-888-873-8392 (North America)
Fax: (416) 947-4727 
E-mail: shareholder@tsx.com 

ANNUAL AND SPECIAL MEETING

The Annual and Special Meeting of shareholders 
will be held at 2 p.m. (Mountain Daylight Time)
on April 26, 2005 at: 

Calgary TELUS Convention Centre 
Glenn 202 – 204 
South Building Upper Level
120 Ninth Avenue SE 
Calgary, Alberta 
T2G 0P3
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