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Section 1 

FTSE Russell governance framework 

 

1. FTSE Russell governance framework 

To oversee its benchmarks and indices, FTSE Russell employs a governance framework that encompasses 
product, service and technology governance. The framework incorporates the London Stock Exchange 
Group’s three lines of defence risk management framework and is designed to meet the requirements of the 
IOSCO Principles for Financial Benchmarks1, the European Benchmark Regulation2 and the UK Benchmark 
Regulation3. The bodies involved in the framework are shown in figure 1 and their respective roles are 
summarised below. 

Figure 1: FTSE Russell governance framework 

 

  

 
1 IOSCO Principles for Financial Benchmarks Final Report, FR07/13 July 2013. 
2 Regulation (EU) 2016/1011 of the European Parliament and of the Council of 8 June 2016 on indices used as benchmarks in financial instruments and financial contracts or to 

measure the performance of investment funds. 
3 The Benchmarks (Amendment and Transitional Provision) (EU Exit) Regulations 2019. 

https://www.iosco.org/library/pubdocs/pdf/IOSCOPD415.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX%3A32016R1011&amp;from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX%3A32016R1011&amp;from=EN
file://///INMAALPXT.corp.wlt.com/NonJobFlow_Prod/BPS/Presentations/Document%20Services/Live%20Jobs/DTP/Refinitiv/2023/April/Batch%209/P0519099/Final%20File/The%20Benchmarks%20(Amendment%20and%20Transitional%20Provision)%20(EU%20Exit)%20Regulations%202019.
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Section 2 

First line of defence 

 

2. First line of defence 

The first line bodies are operated by FTSE Russell executive management. They act within the risk appetite 
set by the second line Oversight Committees to ensure that new benchmarks and indices and other FTSE 
Russell products can be operated and maintained to satisfactory standards, and that changes and 
enhancements are made with the support of users and other stakeholders. Further details of their roles are 
provided below. 

2.1 Index Governance Board (IGB) 

The methodologies for all new FTSE Russell benchmarks and indices are approved by the FTSE Russell 
Index Governance Board to ensure that they meet appropriate technical standards before they  are launched 
or released to clients. The Index Governance Board will also approve changes to the methodologies of existing 
Indices where these have been proposed by Index Policy or Product managers as a result of suggestions 
made by members of the external advisory committees, by FTSE Russell staff, Oversight Committees or arise 
from the results of market consultations. The Index Governance Board is also responsible for approving 
benchmark policies and authorising consultations.  

To assist with its work, the FTSE Russell Index Governance Board requests assessments and approvals 
from specialist internal bodies to ensure that a proposed new methodology will adequately meet the 
perceived demand, is suitable for the FTSE Russell brand, and can be calculated and maintained to the 
high standards of accuracy demanded by FTSE Russell. The following bodies contribute to the assessment: 

2.2 Technical Forums 

The Technical Forums considers the technical elements of a new or existing benchmark or index, with a 
view to ensuring that the appropriate standards are met and are within the delegated risk appetite. The 
Technical Forums will ascertain whether the benchmark or index is capable of meeting its stated objectives, 
that the proposed constituent weighting mechanisms are soundly grounded, and that it will continue to 
measure the underlying economic reality in times of economic stress. 

2.3 Operational Forums 

The Operational Forums assess whether a proposed or changed benchmark or index can be maintained. 
The Operational Forums allow those who will maintain it on a day-to-day basis and those that will 
periodically conduct the reviews or reconstitutions of the index to discuss the feasibility of implementing the 
proposed methodology and, if appropriate, suggest alternative approaches. 

2.4 Methodology Forums 

The Methodology Forums ensure that the methodology documentation, including Ground Rules, 
calculation guides and pricing guides, for a new or modified benchmark or index is written to the standards 
required by FTSE Russell. Specifically, methodology documentation should be clear and unambiguous in 
order to ensure that the implementation of the index matches the expectations of index users and other 
stakeholders. Where a new benchmark makes use of contributed input data (as defined in the European 
Benchmark Regulation), the Methodology Forum will ensure that a code of conduct is agreed with the 
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contributor. Once assessed, recommendations for new or amended methodologies are put forward to the 
Index Governance Board for approval.  

2.5 Data Governance Forum 

The Data Governance Forum oversees the execution of data governance activities across the business and 
monitors adherence to data governance policies and standards. 

2.6 External Advisory Committees 

For the majority of standard index families, FTSE Russell retains a roster of external advisory committees 
whose members are independent experts drawn from asset managers, asset owners, consultants and other 
stakeholders. The relevant external advisory committees are consulted on prospective changes to index 
methodologies to ensure that any proposals are acceptable to index users. For significant methodology 
changes that have the potential to change the composition of an index, the external advisory committee may 
recommend that changes are put to wider consultation. In such circumstances, the external advisory 
committees will provide feedback on the construction of the consultation and on the responses received. 
Further information on the FTSE Russell external advisory committees is provided here. 

2.7 Index Management Board (IMB) 

The Index Management Board oversees and drives implementation of the FTSE Russell Index Business 
Plan and manages day to day financial, commercial, operational and service performance of the Index 
Business. It manages the approval process for new index products and index decommissions in line with the 
FTSE Russell Index Series Decommissioning Statement. Evaluation and product readiness meetings are 
held to support the management of the product delivery process. 

2.8 FTSE Russell Risk Committee 

Oversees the implementation of the LSEG Enterprise Risk Management Framework across FTSE Russell. 
Responsible for setting the Risk Appetite and monitoring risk exposure and assessing plans to bring risks 
which are near or outside appetite back within appetite. Assesses newly identified risks and effectiveness of 
risk mitigation plans. Reports on the status of top risks to the Index Management Board, FTSE Board and 
Group Risk Committees, as appropriate. 

2.9 Operations Committee 

The Operations Committee is a sub-committee of the IMB and considers the performance of services 
against agreed metrics, reviews the services of third-party suppliers and considers planned service 
improvements and risk remediations. The IMB receives updates on the main topics considered at the 
Operations Committee and any points requiring escalation. 

https://www.lseg.com/en/ftse-russell/external-advisory-committees
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Section 3 

Second line of defence 

 

3. Second line of defence 

3.1 Oversight Committees 

The Oversight Committees, together with the external advisory committees, forms the essential part of the 
oversight function required by the European Benchmark Regulation and the UK Benchmark Regulation. The 
duties of the Oversight Committees include receiving assurance from the first line of defence (the Index 
Governance Board) that it has adhered to the firm’s control framework and risk appetite, and that product 
governance has operated in compliance with the European Benchmark Regulation and the UK Benchmark 
Regulation. Specifically, the Oversight Committee requires assurance from the Index Governance Board: 
that it has reviewed benchmark methodology documents and statements; that changes to benchmark 
methodologies have been conducted in accordance with the FTSE Russell Policy for Benchmark 
Methodology Changes; that the quality and suitability of input data has been periodically assessed; that 
where input data has been contributed, the relevant code of conduct has been adhered to; that the 
measurement of the underlying economic reality has not been impaired by a lack of transactions; and that 
outsourced services have been properly overseen and their continued quality confirmed. 

In addition to receiving assurance from the Index Governance Board on these points, the Oversight 
Committees are  able to request independent reports from LSEG internal audit and from firms that offer 
external assurance services to test whether the control framework for the administration of benchmarks has 
been adhered to.  

To ensure the propriety of the benchmarks administered by FTSE Russell, the Oversight Committees are 
informed of any client complaints with respect to the determination of a benchmark The Oversight 
Committees investigates reports, if any, received via the whistleblowing hotline. It also reviews the conflicts 
of interest schedule and ensures that appropriate action is taken to manage and disclose conflicts of interest 
effectively. Should one of the chairs of an advisory committee have concerns that FTSE Russell is not 
administering an index in the best interest of the index users and other stakeholders, they are invited to 
make independent representation to the Oversight Committee to that effect. 

In the event that through its responsibilities, an Oversight Committee becomes aware of any attempt, or 
potential attempt, to manipulate a benchmark, either through misconduct of the administrator or a 
contributor, the chair of the Oversight Committee, or another voting member of the Committee, will report 
the event to the Financial Conduct Authority. 

  

https://www.lseg.com/content/dam/ftse-russell/en_us/documents/policy-documents/ftse-russell-policy-for-benchmark-methodology-changes.pdf
https://www.lseg.com/content/dam/ftse-russell/en_us/documents/policy-documents/ftse-russell-policy-for-benchmark-methodology-changes.pdf
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Section 4 

Third line of defence 

 

4. Third line of defence 

4.1 Internal audit 

The Internal Audit function provides reasonable independent assurance to the Board and other key 
stakeholders over the adequacy and effectiveness of the Group’s system of internal controls, the 
governance model and the Enterprise-wide Risk Management Framework. The function is the third line of 
defence in the Group’s risk control structure and has no operational responsibilities over the entities or 
processes which it reviews. 
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Appendix 

Terms of reference 

 

Links to the terms of reference for the internal governance bodies are published on the FTSE Russell website 
at governance. 

Links to the terms of reference for the external advisory bodies, a template member appointment letter, copies of the 
public minutes, summaries of committee discussions and the committee meeting schedule are published on the FTSE 
Russell website at index-standards 

https://www.ftserussell.com/governance/terms-reference
https://www.ftserussell.com/external-advisory-committees
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Further information 
For further information on FTSE Russell Indices please visit www.lseg.com/en/ftse-russell/ 

or e-mail info@ftserussell.com. 

 

http://www.lseg.com/en/ftse-russell/
mailto:info@ftserussell.com


 

Disclaimer 

© 2024 London Stock Exchange Group plc and its applicable group undertakings (“LSEG”). LSEG includes (1) FTSE International Limited (“FTSE”), (2) Frank Russell Company 
(“Russell”), (3) FTSE Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited (together, “FTSE Canada”), (4) FTSE Fixed Income Europe Limited (“FTSE FI 
Europe”), (5) FTSE Fixed Income LLC (“FTSE FI”), (6) FTSE (Beijing) Consulting Limited (“WOFE”), (7) Refinitiv Benchmark Services (UK) Limited (“RBSL”), (8) Refinitiv Limited (“RL”) 
and (9) Beyond Ratings S.A.S. (“BR”). All rights reserved. 

FTSE International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator. Refinitiv Benchmark Services (UK) Limited is authorised and 
regulated by the Financial Conduct Authority as a benchmark administrator. 

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, WOFE, RBSL, RL and BR.  “FTSE®”, “Russell®”, “FTSE Russell®”, “FTSE4Good®”, “ICB®”, 
“WMR™”, “FR™”, “Beyond Ratings®” and all other trademarks and service marks used herein (whether registered or unregistered) are trade marks and/or service marks owned or 
licensed by the applicable member of LSEG or their respective licensors and are owned, or used under licence, by FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, WOFE, 
RBSL, RL or BR.  

All information is provided for information purposes only. All information and data contained in this publication is obtained by LSEG, from sources believed by it to be accurate and 
reliable. Because of the possibility of human and mechanical inaccuracy as well as other factors, however, such information and data is provided "as is" without warranty of any kind. No 
member of LSEG nor their respective directors, officers, employees, partners or licensors make any claim, prediction, warranty or representation whatsoever, expressly or impliedly, 
either as to the accuracy, timeliness, completeness, merchantability of any information or LSEG Products, or of results to be obtained from the use of LSEG products, including but not 
limited to indices, rates, data and analytics, or the fitness or suitability of the LSEG products for any particular purpose to which they might be put. The user of the information assumes 
the entire risk of any use it may make or permit to be made of the information. 

No responsibility or liability can be accepted by any member of LSEG nor their respective directors, officers, employees, partners or licensors for (a) any loss or damage in whole or in 
part caused by, resulting from, or relating to any inaccuracy (negligent or otherwise) or other circumstance involved in procuring, collecting, compiling, interpreting, analysing, editing, 
transcribing, transmitting, communicating or delivering any such information or data or from use of this document  or links to this document or (b) any direct, indirect, special, consequential 
or incidental damages whatsoever, even if any member of LSEG is advised in advance of the possibility of such damages, resulting from the use of, or inability to use, such information.  

No member of LSEG nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing in this document should be taken as constituting 
financial or investment advice. No member of LSEG nor their respective directors, officers, employees, partners, or licensors make any representation regarding the advisability of 
investing in any asset or whether such investment creates any legal or compliance risks for the investor. A decision to invest in any such asset should not be made in reliance on any 
information herein. Indices and rates cannot be invested in directly. Inclusion of an asset in an index or rate is not a recommendation to buy, sell or hold that asset nor confirmation that 
any particular investor may lawfully buy, sell or hold the asset or an index or rate containing the asset. The general information contained in this publication should not be acted upon 
without obtaining specific legal, tax, and investment advice from a licensed professional.  

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, photocopying, recording or otherwise, 
without prior written permission of the applicable member of LSEG. Use and distribution of LSEG data requires a licence from LSEG and/or its licensors. 
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