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LONDON METAL EXCHANGE

CHAIRMAN'S STATEMENT

The world economy demonstrated great resilience during 1999 and
this was reflected in the performance of the London Metal Exchange.
The Exchange achieved a record year with more than 61.5 million lots
traded. This represents an increase of more than 16% on 1998 and an

increase of 7.5% on the previous record year of 1997.

This performance is a matter of quiet satisfaction because it emphasises
the liquidity of our marker, and reinforces our position as the world’s
outstanding market place for non-ferrous metal futures and traded
options. The growth is further welcomed as it contnues the upward
trend thar has been achieved throughout almost all of the 1990s,

during which time volumes have increased tenfold.

Of course, for the member firms of the LME the continual pressure
on them to remain competitive is intense. Generating profits in such
an environment is not easy and they are constantly assessing their cost
base to keep it as low as possible. Similarly the Exchange continues to

do all it can to keep costs under rigorous control.

REGULATION AND COMPLIANCE

The Exchange has done a tremendous amount of work in the last two
years to take account of the new regulatory environment and revise
the way the marker is regulated. The policies that the board adopted
were set our in a fandmark document “Market Aberrations: The Way

Forward”, published in October 1998.

These poticies were implemented during the course of
1999. In the early part of the year the Exchange began
publishing a range of new data sets on the incidence of
large positions on the markets as part of the policy,
adding to an already impressive array of transparency
measares. With the guidance on the use of dominant
positions in place, together with the enhanced
monitoring and transparency provisions, the Exchange
removed all backwardation limits from the beginning
of March 1999. The new policy imposed its own

discipline within a frece market structure.

The Lord Bagri CRE




LONDCN METAL EXCHANGE

CHAIRMAN’'S STATEMENT

The board has placed great emphasis on clarity in designing the new
approaches to regulation. We have been eager to seek the views and
participation of all members and users of the markets. While the
burden of the many consultadon documents and papers has been
heavy, active pardcipation in developing the new policies has been

invaluable.

Moreover, the Exchange has been careful to appraise the market in
advance of the issues that would be forthcoming and the likely dates
for action. These were set out in the LME Regulatory Plan that was

published early in the year.

During the course of the year the Exchange announced the conclusion
of a disciplinary case resuldng from the unauthorised copper trading
of Mr Hamanaka of Sumitemo Corporation in 1995. The Exchange
has always made clear that if it found that its rules had been broken by

any of irs members, then firm action would be taken.

THE FUTURE

The board has kept a careful warch on a number of market
developments over the last few years, while engaging in a significant

process of change to meet the challenges of the future.

Most obviously the tremendous advances in technology in the
financial services sector have been a matter of very great interest. The
LME has always been proactive in taking advantage of new technology
where it can assist the efficiency of the market, without upsetting the
delicate balance of factors that gives the Exchange its unique character
and success. Clearly the continuance of open outcry trading in the ring
is one vital factor, particularly as it is such a highly effecrive and
efficient forum for price discovery. The liquidity and transparency that
comes from ring trading is also of paramount importance to users of
the market. The Exchange does not take this aspect of the LME lightly
and has made it clear that open outcry trading will remain while

market users wish to retain it.

Nonetheless, technology, properly applied, can make significant
differences to the efficiency of an organisation. That should improve

the service to the customer, something the LME has always put at the

forefront of its planning.




LONDON METAL EXCHANGE

CHAIRMAN’'S STATEMENT

To take account of all these factors, I announced in October 1999 that
the Exchange would develop the capacity to introduce auromated

trading during nen-ring trading times.

As a result the board set up a working group to look at a number of
potential automated trading systems. Their work and subsequent
progress is covered in the chief executive’s report, but we are on line
to have an automated trading system by the end of the year 2000.

The pressures to adapt to fast moving changes in the world of business
are not confined to the advent of e-commerce. The LME needs to be
able to respond swiftly to changing circumstances and so the board has
also been looking at the structure of the company.

On 12 June 2000 the LME issued a consultation document setting
out details of a proposed restructuring and transfer of ownership of
the LME to a new holding company, LME Holdings Limited. As a
result of this consultation a proposal of change has now been put to
the membership for adopton at an EGM. One facet of these
proposals is that shares in LME Holdings Limited will be offered to
existing member firms. Companies not wishing to take up these
shares will be offered a cash payment as an alternative. The number of
shares and the values of the cash alternatives will vary according to the

current membership status. Full details are given in the proposal.

It is proposed that LME Holdings Limited will become the sole
member of The London Metal Exchange Limired. It is hoped that
these changes and the delegation of greater authority to the executive
in managing day to day operations, will greatly improve the efficiency
of the Exchange and lead to more rapid and effective decision making,.

The London Metal Exchange closes the twentieth century in an
immensely strong position. Having achieved a record year it must do
all it can to facilitate the work of its members in maintaining, and
hopefully exceeding, that level of business. It must do so in the face
of unprecedented change in the way business is conducted, mainly
because of technological change. The scene is set for the Exchange to
negotdate successfully this process and emerge even betrer able 1o serve

the market and its users.

The board and executive of the Exchange look forward to the
challenges inherent in preparing for the future, and ensuring that the

LME remains unrivalled globally.




LONDON METAL EXCHANGE

CHIEF EXECUTIVE'S STATEMENT

The Exchange saw the end of 1999 in a very healthy condition. While
anticipating an overall upturn in business, the Exchange budgered
very cautiously and mainrained rigorous control on costs. This is a
matter of good management of resources that is applicd year by year,
and it is rewarding to note that the year saw the completion of a

number of significant projects.

TECHNOLOGY

The landmark evenr of the year for the Exchange was the introduction
of SWORD, our electronic warrant depository systemm. The system is
the most complex and expensive Information Technology project yet
introduced by the Exchange, Throughout its development and
implementation the project has benefited gready from the active
involvement of all those with an interest. SWORD became a live
svstem on time and with remarkably few of the teething problems that
are almost invariably associated with such technically advanced
systems. The take up of SWORD in terms of warrants stored and
electronically recorded significantly exceeded our projections. By
September - as planned - all warrants were electronically recorded on
SWORD and at the end of the year more than 75% of all warrants were
immobilised in the depository, with the number increasing steadily.
Further enhancements of the system will be introduced during year

2000.

The potental for computer problems associated with the change to
year 2000 absorbed a considerable amount of management and
technical time over the past four months. The Exchange worked
closely with its members, the London Clearing House
and the regulators to test its systems, This effort was
fully rewarded with 2 smooth and trouble-free

transicion,

The rapid pace of technological change throughout
the whole of the financial services sector continues to
challenge the environment in which the Exchange
operates. In-depth study and prudent preparatory
work continues to be undertaken by the LME

executive, together with specialist consultants, to

David E King




LONDON METAL EXCHANGE

CHIEF EXECUTIVE'S STATEMENT

ensure that we are able to act swiftly and with the full support of our
members once decisions are taken on our future technological

direction,

CONTRACT SPECIFICATIONS AND BRANDS

Ensuring that contract specificadons and brands of metal certified, as
good for delivery remain absolutely relevant to the requirements of
industry, involves much time for the LME’s metals committees and

executive staft.

Introduction of the new silver contract was challenging in that the
Exchange had to deal with the contract not only in terms of traditional
bars, but also deliverable silver grains. To provide for an efficient
launch of the contract some 32 brands of silver were given fast track
approval, which is a wibute to the personnel involved and the
producers of the brands. Although the contract has been quiet in its
first months of operadon we believe that it has a valuable part to play
in the industrial silver market. The Exchange will continue to support
ir, and seck to widen appreciatdon of the benefits it offers beyond

contracts available elsewhere,

The development of the LMEX index, drawn from our six primary
merals, and the furures and traded options contracts that are based on
it, took much time and attention during the course of 1999. The
contracts began trading on 10 April 2000 and have enjoyed an

encouraging start in terms of liquidity.

The advent of LMEX contracts marks a real enhancement of the
facilities of the Exchange. It has long been understood that fund
managers play a part in our market, as they do in all markets across the
globe. LMEX contracts provide a means to access the market without
adversely affecting our underlying meral contracts. The undetlying
market is absolutely vital to the well being of our market and to our
core customers. They rightly expect the LME to be the forum that
provides a reliable reference price. The progress of the new contract

will be monitored carefully but we have high hopes that it will

establish itself as a very tiquid contract and a valuable addition to the

LME stable.
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LONDON METAL EXCHANGE

CHIEF EXECUTIVE'S STATEMENT

During the course of the year the requirements for placing full plate
cathode primary nickel on warrant were finalised. It was also decided
that the specification for zinc would be brought into line with the
relevant BS EN standard. This is a clear demonstration of our wish to
ensure that the quality of the metal put on to LME warrant meets the

appropriate criteria.

WAREHOUSING

Aside from the introduction of SWORD as a technology project, a
significant amount of work was required on the contractual front.
LME’s warchouse contract was subject to change to provide for the
introducdon of the new system. This was aside from the more
fundamental changes to the contract that were taken forward in 1999.
These changes sought to modernise and streamline the warehouse
agreement. It also was aimed at intwroducing greater certainty for the
warechouse companies themselves in respect of their rights and
obligations. The process was subject to wide consultation, and the
LME was pardcularly grateful to the base metals industry and
warehouse companies for the constructive role they played in

developing the new agreement.

Further work remains to be completed during 2000 on the matter of
disciplinary procedures. For the time being the provisions of
the old contract are in force. The Exchange is though,
currently working on a completely new disciplinary system

that will cover its members as well as warehouse companies.

The Exchange issued a discussion document on various
issues of warehousing policy in the latter part of 1999,
which are not purely matters of the contraciual
arrangements between the LME and the approved
warchouse companies. The responses were considered and
the findings of this very comprchensive survey were issued
early in 2000.

One further change decided upon for introductdon in 2000,
was that LME’s warchouse levies should be based on a percentage of

the face value of the rent on LME warranted stocks.




LONDON METAL EXCHANGE

CHIEF EXECUTIVE'S STATEMENT

COMMUNICATIONS

With the launch of one new contract, the preparation for another, and
a heavy schedule of educational seminars and presentations to major
industry conferences, much has been achieved on the communications
front in 1999.

LME’s educadonal seminars have contdnued to be very well attended
during the course of the year and LME board and executive staff have
remained as active as ever in delivering speeches and attending panel
sessions around the world.

The Exchange was also actively involved in
planning the design of ‘The Money Zone’ to
ensure that the LME was properly represented
within the Millennium Dome. In addition a full
programme of redesign and rewriting of
explanatory LME literature was begun, and this
is expected to be complete in 2000.

THE FUTURE

The opportunities to develop the business of the

Exchange in a dynamic and rapidly changing

environment has challenged us all during 2000

and continues to do so. The board set up a

working group to look at a number of potential automated trading
systems. Executive staff and the LME’s technical advisers have
examined approximately 25 possible technology proposals in choosing
a rechnology parmer to take forward the Exchange’s initiative.

An IT group comprising practitioners drawn from member firms has
been established to work with the executive, the board and our
professional advisers to assist in the selection process.

From amongst a number of very strong candidates, the board has
asked two world-class IT solutions providers, to carry out a detailed
requirements supply study over a four week peried in order for the
board to make its final decision as to its chosen partner for the project.
The project remains on course for delivery of a system in the second
half of 2000 which is able to meet the Exchange’s evolving needs as
they unfold with the passage of time in response to the demands of
LME’s members and their customers.

As described in the chairman’s statement, work has also been
undertaken in the restructuring of the Exchange.

11
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LONDON METAL EXCHANGE

DIRECTORS’ REPORT

The directors submit their annual report to the members together with

the andited financial statements for the year ended 31 December 1999,
ACTIVITIES

The company’s main activity is the provision of administrative and
other services to the members of the London Metal Exchange and the
maintenance of proper standards in accordance with its Rules and
Regulations and with Schedule IV to the Financial Services Act 1986

as regards to business conducted on the Exchange.
RESULTS

The profit for the year ended 31 December 1999 before taxation was
£5,094,942 (1998: £1,238,067) and afrer accounting for raxation was
£3,218,362 (1998: £531,691).

The directors do not recommend the payment of a dividend
{1998: £Nil). Other information concerning the events of the year is

contained in the Chairman’s and the Chief Executive’s Statements.,
DIRECTORS

The directors of the company who served during the year are listed on

page 4.

The members of the board retiring by rotation in accordance with the
Articles of Association are Messrs K.C Davies, K.H Gaunt and
S.B Underhill.

The company maintains directors’ and officers® liability insurance

which provides insurance cover for directors of the company.
FIXED ASSETS
Movements in fixed assets are shown in Note 9 to the financial statements.

CHARITABLE DONATIONS

The company made charitable donations during the year totalling
£35,047 (1998: £9,540).

FUTURE DEVELOPMENTS

Future developments are outlined in the Chairman’s and the Chief

Executive’s Statements,




LONDON METAL EXCHANGE

DIRECTORS’ REPORT(continued)

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

Company law requires the directors to prepare financial statements for each
financial year which give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period. In preparing

those financial statements, the directors are required to:
+  select snitable accounting policies and then apply them consistently;
*  make judgements and estimates that are reasonable and prudent;

¢ state whether applicable accounting standards have been followed, subject
to any material departures disclosed and explained in the’ financial

statements and;

+  prepare the financial statements on the going concern basis unless it is

inappropriate to presume that the company will continue in business.

The directors are responsible for keeping proper accounting records which
disclose with reasonable accuracy at any time the financial position of the
company and to enable them to ensure that the financial statements comply
with the Companies Act 1985. They are also responsible for safeguarding the
assets of the company and hence for taking reasonable steps for the prevention

and detection of fraud and other irregularities.
AUDITORS

A resolution to re-appoint PricewaterhouseCoopers as auditors will be put to
the members at the Annual General Meeting,.

By order of the board.

Oj RN EYPA NP

P. Needham
Secretary 12 April 2000

13




LONDON METAL EXCHANGE

CORPORATE GOVERNANCE STATEMENT

INTRODUCTION

The board of directors have reviewed the company’s compliance with the
Combined Code published in Junc 1998. Although The London Metal
Exchange Limited is not required to comply with the Code, it wishes to
demonstrate high standards of corporate governance through voluntary
compliance and disclosure. The board believes that The London Metal
Exchange Limited complies with the Code, in so far as it is relevant to its

constitution and structure.

The Code is principally aimed at companies listed on the London Stock
Exchange and, therefore, not all of its provisions are directly applicable to the
constitution and structure of The London Metal Exchange Limited. In the
context of the Code, the principal differences between The London Metal
Exchange Limited and listed companies relate to the composition of the board

and the absence of shareholders.

The board has studied the recommendations of the Turnbull Committee
published on 27 September 1999. Given the restructuring review that is
currently taking place and the likely consequence for the Exchange’s
management and operational procedures atsing from enactment of the
Financial Services and Markets Bill, the board has decided to defer consideration

of implementation of the Turnbull Committee guidance for a year.
THE BOARD AND BOARD CONMPOSITION

The Articles of Association of the London Metal Exchange Limited
prescribe the composition of the board and the procedures for
appointment to it. In practice the chief executive is the only member of
the board who is 2 member of the manzgement of the Exchange, eleven
directors are ¢lected by the members of the Exchange and the remaining

six invited directors are appointed by the board.

The board meets monthly and is supplied in a timely manner with
information in a form and of a quality appropriate 10 enable it to

discharge its responsibilities.
DIRECTORS’ REMUNERATION

Remuneration is paid only to the chief executive and to invited directors.
The pay of the chief executive is detcrmined by the chairman and vice
chairman of the board. The authority for determining the remuneration
of invited directors is defegated by the board to the chairman of the
board. Further information concerning directors” remuneration is set out

in Note 6 to the financial statements.

14




LONDON METAL EXCHANGE

CORPORATE GOVERNANCE STATEMENT (continued)

INTERNAL FINANCIAL CONTROL

The directors are responsible for the company’s system of internal financial
control which aims to safeguard the company’s assets, ensur¢ proper
accounting records are maintained and that the financial information used
within the business for publication is reliable. Any system of internal financial
control can, however, only provide reasonable, but not absolute, assurance

against material misstatement and loss.
Key features of the system of internal financial control are currently as follows:

*  Organisation and culture — the board seeks to emphasise a cuiture of
integrity, competence, fairness and responsibility. It meets regularly,
focusing on strategic and operational issues and financial performance. The
board determines how the company operates within a framework of

delegated authoerities and reserved powers.

* Financial Reporting — there is a comprehensive planning system with an
annual budget approved by the board. Results are reported monthly and
compared to the budger,

* Business Controls ~ the company operates within a control framework,

which is communicated throughout the company by means of a policy and

procedures manual. The manual, reviewed by the auditors and approved by
the board, lays down the accounting policies and financial control

procedures, in addition to controls of a more operational nature.

The Audit Committee comprises four directors, two of whom are invited
directors. The non-executive chairman of the board attends meedngs of this
commirttee in his capacity as ex-officio member of all LME committees. The
chief executive also attends these meetings by invitation. The chairman of the
Audit Committee is one of the two invited directors. Its terms of reference
include the derailed review of the financial statements prior to their
consideration by the board and review of the scope and cost effectiveness of the

work performed by external auditors.

The Audit Committee has reviewed the operation and effectiveness of this
framework, which operated during the period covered by the Directors” Report

and financial statements.
GOING CONCERN

The directors are satisfied that the company has adequate resources to continue
in operational existence for the foreseeable furure. For this reason, they

continue to adopt the going concern basis in preparing the financial staternents.

15




LONDON METAL EXCHANGE

AUDITORS’' REPORT TO THE MEMBERS OF
THE LONDON METAL EXCHANGE LIMITED

We have audited the financial statements on pages 17 to 27.
RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The directors are responsible for preparing the Annual Report. As described on page
13, this includes the responsibility for preparing the financial statements, in
accordance with applicable United Kingdom accounting standards. Qur
responsibilities, as independent auditors, are established in the United Kingdom by
statute, the Auditing Practices Board and our profession’s ethical guidance.

We report to you our opinion as to whether the financial statements give a true and
fair view and are properly prepared in accordance with the United Kingdom
Companics Act. We also report to you if] in our opinion, the directors’ report is not
consistent with the financial statements, if the company has not kept proper
accounting records, if we have not received all the information and explanations we
require for our audit, or if informaton specified by law regarding directors’

remuneration and transactions is not disclosed.

We read the other information contained in the Annual Report and consider the
implications for our report if we become aware of any apparent misstatements or

matenial inconsistencies with the financial statements.
BASIS OF AUDIT OPINION

We conducted our audit in accordance with Auditing Standards issued by the
Auditing Practices Board. An audit includes examination, on a test basis, of

evidence relevant to the amounts and disclosures in the financial statements. It

also includes an assessment of the significant estimates and judgements made by
the directors in the preparation of the financial statements, and of whether the
accounting policies are approprate to the company’s circumstances, consistently

applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that the financial statements are
free from material misstatement, whether caused by fraud or other irregularity
or error. In forming our opinion we also evaluated the overall adequacy of the

presentation of information in the finandial statements.
OPINION

In our opinion the financial statements give a true and fair view of the state of the
company’s affairs as at 31 December 1999 and of its profit for the year then ended
and have been properly prepared in accordance with the Companies Act 1985.

(o
PricewaterhouseCoopers
Chartered Accountants Pz ’CEVMTERHOUSEC@PERS
and Registered Auditors
16 London
16 August 2000

_



EONDON METAL EXCHANGE

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 1999

1999 1993
£ £
INCOME (Notes 1(b), 2) 10,097,302 12,311,523
Exceptonal Item (Note 3} 6,500,000 -
Administrative expenses (Note 4) (12,148,609) (11,667,048)
OPERATING PROFIT 4,448,693 644 475
Interest receivable 646,301 594.421
Interest payable (52) 829
PROFIT ON ORDINARY ACTIVITIES
BEFORE TAXATION 5,094,942 1,238,067
Tax on profit on ordinary activities (Note 7) (1,876,580) (706,376)
PROFIT ON ORDINARY ACTIVITIES
AFTERTAXATION 3,218,362 531,691
Prior year adjustment (Note 8) - {750,000)
AS RESTATED 3,218,362 (218,309
Retained profit brought forward 7,657,733 7,876,042
RETAINED PROFIT CARRIED FORWARD 10,876,095 7,657,733

The company has no recognised gains or losses other than those shown in the profit and loss account above,

All gains and losses recognised are based on historical cost and arise from continuing operations.

The notes on pages 20 ro 27 form part of these financial statements.

17




LOMDON METAL EXCHANGE

BALANCE SHEET AS AT 31 DECEMBER 1999

FIXED ASSETS
Tangible assets (Note 9)
Investments (Note 10)

CURRENT ASSETS
Debtors (Note 11)
Cash at bank and in hand

CREDITORS -
Amounts falling
due within one year (Note 12)

NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES

CREDITORS -

Amounts falling due

after one year {Note 13)
Provisions for liabilities {(Note 14)

TOTAL NET ASSETS

RESERVES

Profit and loss account

These financial statements were approved by the board of directors on 12 April 2000.

The Lord Bagri CBE

The Lord Fraser of Carmyllie QC

1999

£ £

3,356,369

2,725,000
2,550,236
16,750,004
19,300,240
(11,795,538)

7,504,702

13,586,071

(209,976)

(2,500,000)

(2,709,976)

10,876,095

10,876,095

1998
£ £
4,131,508
2,725,000
2,004,882
7,349,148
9,354,030
(5,790,335)
3,563,695
10,420,203
(262,470)
(2,500,000)
(2,762,470}
7,657,733
7,657,733

CrsCe=z-

The notes on pages 20 to 27 form part of these financial statements.
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LONDON METAL EXCHANGE

CASHFLOW STATEMENT
FORTHE YEAR ENDED 31 DECEMBER 1999

1999 1998
- £ £

NET CASH INFLOW
FROM OPERATING ACTIVITIES (Note 17a) 9,866,676 1,096,259
RETURNS ON INVESTMENT AND
SERVICING OF FINANCE
Interest received 597,838 581,873
Interest paid (52) (829)
TAXATION
Corporation tax paid (879,396) (1,092.819)
CAPITAL EXPENDITURE
Purchase of tangible fixed assets _ {184,295) (395,585)
Receipts from sales of tangible fixed assets 85 1,063
INCREASE IN CASH (Note 17b} 9,400,856 189,962

The notes on pages 20 to 27 form part of these financial statements.

19
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{e)

(f)

{g9)
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LONDON METAL EXCHANGE

NOTES TO THE FINANCIAL STATEMENTS
AS AT 31 DECEMBER 1999

PRINCIPAL ACCOUNTING POLICIES

Accounting coavention

The financial statements have been prepared under the historical cost convention and in accordance with

applicable accounting standards, in the United Kingdom.

Income
Income represents fees, subscriptions and sundry receipts which have been shown int the profit and loss

account exclusive of value added tax.

Depreciation
Depreciation of tangible fixed assets is calculated to write off the cost of each asset over the term of its

estimated useful life at the following annual straight line rates:

Short leaseholds and leasehold improvements - over ten years
Furnirure, fixtures and equipment - 20% on assets acquired prior
to 31 October 1994
- 33 %% on assets acquired
on or after 31 October 1994
Vendor feed equipment - over the term of the hire purchase
agreement. This equipment was fully

wrirtten down by 31 December 1991.

Deferred taxation
Deferred taxation is provided in respect of all differences in dming between the accounting and rax
treatments of income and expenses, to the excenc that liability is expected ro crystallise in the foresecable

future. Such taxation is provided at the rate of taxation expected to be ruling when the differences reverse,

Leasing and rental agreements
Payments under non property leasing agreements are charged against profit in the period in which they
become due. The inducement payment and rent free periods arising on the lease of 56 Leadenhall Street

have been accounted for such that they are spread over the estimated life of the lease.

Pensions
The Company operates a money purchase scheme. Conuibudon rates are set in accordance with the scheme

rules and the contributions payable are charged against profit in the period in which they become due.

Software consultancy and development costs

Payments in respect of software consultancy and development costs are charged against profit in the period
in which they are incurred, except in certain circumstances when it is considered more appropriate to
capiralise these costs and depreciate them over the estimated useful life of the hardware with which they are

associated.




EONDON METAL EXCHANGE

NOTES TO THE FINANCIAL STATEMENTS
AS AT 31 DECEMBER 1999

INCOME
Income comprises the following items:
1999 1998
£ £
Contract levy 6,220,326 8,538,593
Joining fees and subscriptions 1,614,367 1,559,858
Listing fees 234,800 303,250
Registration fees and Exchange fees
reccivable re vendor feed service 1,300,149 1,225,915
Warehouse stock levy 374,031 276,203
Other receipts 353,629 407,704
10,097,302 12,311,523

Contract levy is shown after deducting a rebate for the year of £6,000,000 {1998 : £1,000,000).
Registration and Exchange fees receivable in respect of the vendor feed system are shown after deduction
of £1,550,084 in respect of the allocation of the vendor feed surplus to conrributing members

(1998 : £1,410,819).

Other receipts include income from the LME dinner of £157,790 {1998 : £151,790).
EXCEPTIONAL ITEM

The exceptional item of £6,500,000 arises from a fine received by the LME during the year ended

31 December 1999.

ADMINISTRATIVE EXPENSES

Operating profit is stated after charging administrative expenses as follows:

1999 1998
£ £
Accommodation - (including operating lease charge of £596,000
{1998: £331,580)) 2,459,962 2,389,378
Staff costs (Note 5) 4,401,250 3,765,188
Travel and entertaining 384,751 306,426
FSA levy 341,250 382,250
Legal and professional 1,265,025 1,636,494
(after deduction of £250,000 ESA refund - 1998 nil)
Publicity 644.512 406,855
Cost of LME dinner 155,605 148,992
Depreciadon {(Note 9) 959,378 937,820
(Profit) on disposal of fixed asscts (29) (1,004)
Auditors’ remuneration - audit fee 22,500 21,850
- non audit fees 464,076 558,821
Software consuitancy and development costs 559,823 738,265
Other expenses 490,506 375,713
12,148,609 11,667,048
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NOTES TO THE FINANCIAL STATEMENTS
AS AT 31 DECEMBER 1999

The LME dinner is run on the basis that it is substantially self-financing. In the year to 31 December 1999,
income exceeded costs by £1,585 (1998: by £2,798).

STAFF NUMBERS AND COSTS

The average number of persons employed by the company during the year, in
administration, was 67 (1998: 64).

The aggregate payroll cost of these persons was as follows:

1999 19938

£ £

Wages and salaries 3,670,131 3,138,172
Social security costs 349,213 290,548
Other pension costs 381,906 336,468
4,401,250 3,765,188

DIRECTORS” EMOLUMENTS

Directors' emoluments for 1999 included in staff costs are as follows :

1999 1998

£ £

Aggregare emoluments 457,466 407,822
Company contributions paid to money

purchase pension scheme 38.802 34,729

496,268 442,551

Retirement benefits are aceruing to one director under a money purchase scheme.

Remuneration of highest paid divector

1999 1998
£ £
Aggregate emoluments 276,498 255,322

Company contributons paid to meoney purchase
pension scheme 33,802 34,729




LONDON METAL EXCHANGE

NOTES TO THE FINANCIAL STATEMENTS
AS AT 31 DECEMBER 1999

TAX ON PROFIT ON ORDINARY ACTIVITIES

The charge is based on the profit for the year and comprises:

1999 1998

£ £

UK corporation tax at 30.25% (1998: 31%) 1,876,580 702,729
Prior year under provision - 3,647
1,876,580 706,376

PRIORYEAR ADJUSTMENT

The prior year adjustment has arisen due to the requirement to comply with Financial Reporting Standard
12 (FRS12) and its impact on the treatment of the reinstatement obligations in respect of short leasehold
and leasehold improvements.

TANGIBLE FIXED ASSETS

Short
leaseholds Furniture,
and leasehold fixtures and
improvements Equipment fittings Total
£ £ £
Cost '
At 1 January 1999 6,116,786 2,494,495 774,075 9,385,356
Additions - 160,041 24,254 184,295
Disposals - (70,504) (11,314) (81,818)
At 31 December 1999 6,116,786 2,584,032 787,015 9,487,833
Depreciation
At 1 January 1999 2,494,439 2,157,233 602,176 5,253,848
Charge for year 611,671 239,956 107,751 959,378
Eliminared on disposal - (70,448) {11,314) {81,762)
At 21 December 1999 3,106,110 2,326,741 698,613 6,131,464
Net book amount
At 31 December 1999 3,010,676 257,291 88,402 3,356,369
At 31 December 1998 3,622,347 337,262 171,899 4,131,508

The comparatives for the prior year have been restated to reflect the impact of FRS 12 as described in
Note 8.
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FIXED ASSET INVESTMENT

On 10 Ocrober 1996, 5.45% of the share capital of the London Clearing House Limited (LCH) was

acquired for £2,725,000 as an investment.

The London Metal Exchange Limited has rights to require its shares to be redeemed at the original

subscripdon price if it terminates its clearing agreement with the LCH.

This investment is stated at cost in the balance sheet at the year end.

DEBTORS 1999 1998
£ £

Contract levy receivable 1,052,982 840,442
Other debtors 259,828 455,971
Prepayments and accrued income 1,237,426 708,469
2,550,236 2,004,882

CREDITORS-AMOUNTS FALLING
DUE WITHIN ONE YEAR

1999 1998
£ £
Corporation tax 1,736,111 740,793
Taxation and social security 271,510 211,734
Other creditors 1,826,251 2,321,832
Accroals 7,909,172 2,463,482
Deferred income 52,494 52,494
11,795,538 5,790,335

CREDITORS-AMOUNTS FALLING

DUE AFTER ONE YEAR

1999 1998
£ £
Reverse Premium 209,976 262,470
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LONDON METAL EXCHANGE

NOTES TO THE FINANCIAL STATEMENTS
AS AT 31 DECEMBER 1999

PROVISION FOR LIABILITIES

1999 1998
£ £
Provision for leasehold reinsrarement 2,500,000 2,500,000

In accerdance with the requirements of Financial Reporting Standard 12, as discussed in Note 8, a provision

has been made for the estimated reinstatement obligations in respect of the leasehold premises.
OPERATING LEASES

The company’s premises were subject to an upwards-only rent review, with effect from 24 June 1999. The
rent review negotiations are ongoing and will not be completed until after the financial statements have been
sighed.

DEFERRED TAXATION

No recognition has been made in the financial statements of a deferred tax asset calculated at 30.25% as

follows:
1999 1998
£ £
Accelerated capital allowances 324,289 333,837
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CASHFLOW
Net Cash Inflow From Operating Activities

Profit before interest and tax
Depreciation

Profit on sale of tangible fixed assets
(Increase} in debrors

Increase /(Decrease) in creditors

Reconciliation of net cashflow movement
in net debt (Note 17¢)

Increase in cash in period
Ner funds at 1 January 1999

Net funds at 31 December 1999

Analysis of Changes in Net Debt

At 1 January

1999

£

Cash at bank and in hand 7,349,148
Totat 7,349,143

1999 1998

£ £

4,448 693 644,475

959,378 937,820
(29 (1,004)
{496,892) (53,618)
4,955,526 (431,414)

9,866,676 1,096,259

1999 1998

£ £

9,400,856 189,962

7,349,148 7,159,186

16,750,004 7,349,148

Cash At 31 December

Flows 1999

£ £

9,400,856 16,750,004

9,400,856 16,750,004




LONDON METAL EXCHANGE
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MEMBERS
At 31 December 1999 the number of members of the company by category was as follows:

Number of Members at 31 December

1999 1998
Category
{a) Ring Dealing 14 14
{b}  Associate Broker Clearing 29 27
(c})  Associate Trade Clearing 4 4
(d)  Associate Broker 6 6
(e)  Associate Trade 49 51
() Individual 18 19

The extent of the guarantee by each member amounts to £100.
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LONDON METAL EXCHANGE

OFFICIAL TURNOVER, FUTURES AND OPTIONS, 1990 - 1999

Aluminium Copper Lead Nickel Tin Zinc Alloy Silver
1990 4,356 5.994 6l2 582 361 1,448
1991 5.732 7,385 707 732 360 2,022
1992 9,257 7.945 986 1,485 534 4,528 7 -
1993 10,984 16,012 1,038 2,189 625 4,331 111
1994 15,836 19,392 1,988 3,547 1,219 5,557 149
1995 15,302 19.743 1,781 3,403 1,291 5,419 211
1996 15,584 20,108 2,234 3,159 1,131 4,979 293
1997 24,191 16,906 2,387 4,689 1,133 7,676 390
1998 21,117 16,767 2,458 4,796 1,490 5,947 500
1999 24013 17,988 3,425 5,647 1,918 7,863 742 2

All figures above are in 000s of lots. Aluminium alloy lots are of 20 tonnes, nickel lots of 6 tonnes and

tin lots of 5 tonnes. Silver is in lots of 5,000 troy ounces. For all other metals, lots are of 25 tonnes,

Aluminium alloy commenced trading 3-months on 6 October 1992, with cash trading commencing on 4 January 1993.
Silver commenced trading 3-months on 10 May 1999, with cash trading commencing on 6 August 1999.
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LONDON METAL EXCHANGE

AVERAGE OFFICIAL AND SETTLEMENT PRICES USS$/TONNE (US Cents/fine troy ounce Silver)

FOR THE YEAR 1999

Primary Aluminium Copper Standard Primary Tin Special High Silver
Aluminium Alloy Grade A Lead Nickel Grade Zine

Cash buyer 1,361.38 1,190.47 1,572.88 501.51 6,019.88 5,394.62 1,076.51 518.25
Cash seller 1,362.09 1,192.93 1,573.66 502.24 6,026.51 5,400.87 1,077.32 52347
& settlement
Cash mean 1,361.74 1,191.70 1,573.27 501.88 6,023.19 5,397.75 1,076.91 520.86
3-months buyer 1,387.97 1,220.81 1,604.01 508.52 6,078.33 5,409.54 1,092.37 52142
3-months seller 1,388.62 1,222 88 1,604.85 509.25 6,084.70 5,415.63 1,093.14 525.92
3-months mean 1,388.30 1,221.85 1,604.43 508.89 6,081.52 5,412.59 1,092.76 523.67
15-months buyer 1,431.96 1,286.27 1,670.04 522.03 5,898.99 5,407.06 1,087.29 519.14
15-months seller 1,436.96 1,301.51 1,680.04 527.03 5,928.63 5.417.10 1,092.29 524.20
15-months mean 1,434.46 1,293.89 1,675.04 524.53 5,913.81 5,412.08 1,089.79 521.67
27-months buyer 1,457.72 1,707.80 5,787.48 1,089.37 519.09
27-months seller 1,462.72 1,717.80 5,817.12 1,094.37 524.15
27-months mean 1,460.22 1,712.80 5,802.30 1,091.87 521.62

The following sterling equivalents have been calculated, on the basis of daily calculations

Copper Cash seller & serdement  £972.77

Copper 3-month seller £992.07
Lead Cash seller & settlement £310.49
Lead 3-month seller £314.86
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LONDON METAL EXCHANGE

HIGHEST OFFICIAL AND SETTLEMENT PRICES USS/TONNE (US Cents/fine troy ounce Silver)

FORTHE YEAR 1999

Primary Aluminium Copper Standard Primary Tin Special High Silver
Alumininm Altoy Grade A Lead Nickel Grade Zinc
Cash buyer 30 Dec 30 Dec 30 Dec 20 May 30 Dec 30 Dec 30 Dec 5 Oct

1,630.00 1,355.00 1,845.00 559.00 8.440.00 6,100.00 1,238.00 571.00

Cash seller 30 Dec 30 Dec 30 Dec 20 May 30 Dec 30 Dec 30 Dec 5 Oct
& sertlement 1,630.50 1,358.00 1,846.00 559.50 8,450.00 6,105.00 1,239.00 576.00
Cash mean 30 Dec 30 Dec 30 Dec 20 May 30 Dec 30 Dec 30 Dec 5 Ot

1,630.25 1,356.50 1,845.50 559.25 8,445.00 6,102.50 1,238.50 573.50
3-months buyer 30 Dec 29 Dec 30 Dec 20 May 30 Dec 30 Dec 30 Dec 29 Sep

1,649.00 1,392.00 1,880.00 556.50 8,490.00 6,095.00 1,244 50 572.00

3-months seller 30 Dec 29 Dec 30 Dec 20 May 30 Dec 30 Dec 30 Dec 29 Sep
1,650.00 1,395.00 1,880.50 557.00 §,500.00 6,100.00 1,245.00 577.00

3-months mean 30 Dec 29 Dec 30 Dec 20 May 30 Dec 30 Dec 30 Dec 29 Sep
1,649.50 1,393.50 1,880.25 556.75 8,495.00 6,097.50 1,244.75 574.50

15-months buyer 30 Dec 29 Dec 30 Dec 18 May 30 Dec 30 Dec 30 Dec 29 Sep
1,633.00 1,480.00 1,935.00 555.00 7,740.00 5,875.00 1,173.00 570.00
15-months seller 30 Dec 29 Dec 30 Dec 18 May 30 Dec 30 Dec 30 Dec 29 Sep
1,638.00 1,490.00 1,945.00 560.00 7,790.00 5,885.00 1,178.00 575.00
15-months mean 30 Dec 29 Dec 30 Dec 18 May 30 Dec 30 Dec 30 Dec 29 Sep

1,635.50 1,485.00 1,940.00 557.50 7,765.00 5,880.00 1,175.50 572.50

27-months buyer 30 Dec 30 Dec 30 Dec 30 Dec 29 Sep
1,613.00 1,955.00 7,035.00 1,145.00 570.00
27-months seller 30 Dec 30 Dec 30 Dec 30 Dec 29 Sep
1,618.00 1,965.00 7,085.00 1,150.00 575.00
27-months mean 30 Dec 30 Dec 30 Dec 30 Dec 29 Sep
1,615.50 1,960.00 7,060.00 1,147.50 572.50
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LONDON METAL EXCHANGE

LOWEST OFFICIAL AND SETTLEMENT PRICES USS$/TONNE (US Cents/fine troy ounce Silver)

FORTHE YEAR 1999

Primary Aluminiom Copper Standard Primary Tin Special High Silver
Aluminium Alloy Grade A Lead Nickel Grade Zing
Cash buyer 8 Mar 23 Feb 16 Mar 15 Nov 6 Jan 6 Jan 5 Jan 8 Nov
1,139.50 996.00 1,353.50 462.50 3,880.00 4,995.00 899.00 493.00
Cash seller 8 Mar 23 Feb 16 Mar 15 Nov 6 Jan 6 Jan 5 Jan 8 Nov
& settlement 1,140.00 997.00 1,354.00 463.00 3,885.00 5,000.00 900.00 498.00
Cash mean 8 Mar 23 Feb 16 Mar 15 Nov 6 Jan 6 Jan 5 Jan 8 Nov
1,139.75 996.50 1,353.75 462.75 3,882.50 4,997 50 899.50 495.50
3-months buyer 4 Mar 23 Feb/2 Mar 2 Mar/16 Mar 6 Jan 6 Jan 6 Jan 5 Jan 1 Jun/4 Jun
1,162.50 1,025.00 1,381.00 462.50 3,950.00 4,985.00 916.50 490.00
3-months seller 4 Mar 23 Feb 2 Mar 6 Jan 6 Jan 6 Jan 5 Jan 1 Jun/4 Jun
1,163.00 1,026.00 1,381.50 463.00 3,960.00 4,990.00 917.00 495.00
3-months mean 4 Mar 23 Feb 2 Mar 6 Jan 6 Jan 6 Jan 5 Jan 1 Jun/4 Jun
1,162.75 1,025.50 1,381.25 462.75 3,955.00 4,987.50 916.75 492,50
15-months buyer 16 Mar 23 Feb 2 Mar/16 Mar 6 Jan 6 Jan 6 Jan 5 Jan 4 Jun
1,238.00 1,100.00 1,455.00 493.00 4,190.00 4,965.00 980.00 487.00
15-months seller 16 Mar 23 Feb 2 Mar/16 Mar 6 Jan 6 Jan 6 Jan 5 fan 4 Jun
1,243.00 1,120.00 1,465.00 498.00 4,210.00 4,975.00 985.00 492.00
15-months mean 16 Mar 23 Feb 2 Mar/16 Mar 6 Jan 6 Jan 6 Jan 5 Jan 4 Jun
1,240.50 1,110.00 1,460.00 495.50 4,200.00 4.970.00 982.50 489.50
27-months buyer 16 Mar 16 Mar 6 Jan 5 Jan 4 Jun
1,290.00 1,495.00 4,400.00 1,023.00 487.00
27-months seller 16 Mar 16 Mar 6 Jan 5 Jan 4 Jun
1,295.00 1,505.00 4.420.00 1,028.00 492.00
27-months mean 16 Mar 16 Mar 6 Jan 5 Jan 4 Jun
1,292 .50 1,500.00 4.410.00 1,025 50 489.50
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LONDON METAL EXCHANGE

WAREHOUSE STOCK MOVEMENT FOR THE YEAR 1999

Copper Tin Standard Special High

Grade A Lead Grade Zinc
4 January 1999 592,425 8,180 108,350 317,050
In 550,775 27,550 118,575 138,575
Out (352,975) (26,575) {50,500) {176,775)
30 December 1999 790,225 9,155 176,425 278,850

Primary Aluminium Primary Silver

Aluminium Alloy Nickel

4 January 1999 635,525 96,020 65,964 0
In 509,025 35,800 32,436 345,000
Out {370,050) (53,860) (51,438) (200,000}
30 December 1999 774,500 77,960 46,962 145,000

All metal stocks are expressed in tonnes except silver, which is in fine troy ounces.
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