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Subject: Decision Notice: Introducing Regulatory Position Limits, Exemptions and

position management controls; decommissioning the systematic Fixed
Price Auction; amending the Matching Rules and the Fixed Penalties Notice
Summary

1. This Notice (the “Decision Notice”) sets out the LME's decisions in relation to the matters consulted on
in LME Notice 26/058 regarding the introduction of Regulatory Position Limits, Exemptions, amendments
to the position management controls, Matching Rules and penalty notices and decommissioning of the
systematic Fixed Price Auction.

Defined Terms

2. Terms not otherwise defined in this Decision Notice shall have the meanings ascribed to them in the Rules
and Regulations of the LME, including the Rules set out within policies referenced within this Notice.

Background

3. In LME Notice 26/058 (the “Consultation”) dated 27 February 2026, the LME sought the views of
Members and other interested parties in relation to:

(a) implementing in the LME’s Rules and Regulations (the “Rules”) the new rules by the Financial
Conduct Authority (the “FCA”) as they will be set out in Chapter 10 of the Market Conduct
sourcebook (“MAR 107);

(b)  taking the following actions:

(i) decommissioning the Systematic Fixed Price Auction (“SFPA”) and consequential
amendments to the LME Rulebook and the Matching Rules,

(i)  amending the Matching Rules in relation to the Metal Position Exchange transfer post-trade
category, and

(i) amending the Fixed Penalties for Fixed Penalty Offences Notice (“Fixed Penalty Notice”)
(Notice 24/135) for the purposes of enforcing the Minimum Volume Threshold (the “MVT”)
Rule in Regulation 2.5A Part 3 of the LME Rulebook (the “Rulebook”).

4. The Consultation ran from 27 February 2026 to 27 March 2026. The LME has considered all responses
carefully and would like to thank respondents for their engagement and participation in the Consultation,
which included a broad range of participants from across the industry.

5. In this Decision Notice the LME sets out its decision to implement, with some modifications, all of the
proposals set in the Consultation. This Decision Notice amends the:

. LME Rulebook;
. Matching Rules;
. Policy Relating to Position Management Arrangements;

. Fixed Penalty Notice;
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° Indicative Penalties Notice; and

. Automatic Penalty Charges for Commodity Position Report and Warrant Management Failures.

which forms part of the Rules.

implementation timeline, to give effect to the decisions.

Timeline of implementation

8.

For ease, the LME sets out the timeline in the table below.!
Rule
New Regulation 27.1 of Part 3 of the Rulebook

The Policy Relating to Regulatory Position Limits and
Exemptions but only in relation to the Rules relating to
Exemption applications.

This Decision Notice introduces a new “Policy Relating to Regulatory Position Limits and Exemptions”

This Decision Notice sets out the changes which the LME shall make to its Rules along with the related

Entry into force

On the same day as the publication of
this Decision Notice

All new and amended Rules (except those pertaining to
Exemption applications which will have gone live earlier — see
above) relating to the implementation by the LME of the FCA’s
MAR 10 rules as set out in its Policy Statement PS 25/1 except
for2:

- Regulation 25 of Part 2 of the Rulebook,

- Condition 1 in the Policy Relating to Regulatory
Position Limits and Exemptions

6 July 2026

Regulation 25 of Part 2 of the Rulebook

Condition 1 in the Policy Relating to Regulatory Position Limits
and Exemptions requiring an Exemption Holder who is a non-
Member to be a Person Subject to the Rules

6 January 2027

Decommissioning of the SFPA 1 June 2026
Amendments to the Matching Rules 1 June 2026
Amendments to the Fixed Penalty Notice as it relates to the | 24 August 2026

LME’s MVT Rule

Feedback on Consultation questions

9.

The following section summarises the feedback received from Members and market participants that the
LME has collated and considered in relation to the proposals in the Consultation. Given that the
Consultation set out a number of questions for respondents to consider, for ease of reference, the LME
has addressed the feedback received in the same format.

1 For the avoidance of doubt, between the publication of this Decision Notice and 6 July 2026, the LME’s powers and position
management controls (as they are set in the currently applicable version of the Rulebook and Policy Relating to Position
Management) remain in force.

2 For the avoidance of doubt, during the transitional arrangements concerning the new PSR Status and ending on 6 January 2027,

all new and amended Rules should be read as if the words “Persons Subject to the Rules” were omitted (given that the new PSR
Status will not be in force). On 6 January 2027, when the PSR Status is in force, all Rules should be read without this omission.
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Part 1 of the Consultation

Introducing the status of “Person Subject to the Rules”

10.

11.

Q.1 Do you agree with the introduction of a new status of Person Subject to the Rules in the Rulebook
and the proposed transitional arrangements? If not, please explain why.

Please note that the summary below includes responses provided to other questions where those
responses were directly relevant to question 1 on the introduction of the status of Person Subject to the
Rules (“PSR Status”).

Summary of responses

12.

13.

14.

15.

16.

Respondents largely supported the LME’s proposed introduction of the PSR Status. One respondent
suggested that the LME widen the scope of application of the PSR Status to more non-Members so as to
limit the responsibility of Members in relation to Rule breaches by their Clients. The same respondent
stated that the LME should consider applying its Rules directly to all Clients, irrespective of whether they
are a Person Subject to the Rules (“PSR”). Some respondents noted that the introduction of the PSR
Status would help reduce a Clearing Member's liability in cases where a PSR breached a Rule that directly
apply to it.

Two respondents noted that, under the Rules, Members should not remain responsible and liable for
breaches committed by a PSR in relation to Rules that apply directly to it. One of those respondents noted
that a Member’s continued responsibility for such breaches created overlapping obligations with the PSR,
resulting in duplicate breach reporting to the LME and potential ambiguity in enforcement. However, some
respondents noted that there was a risk that the PSR Status be viewed by market participants as
burdensome, particularly for medium-sized and smaller market participants, creating in turn a risk that
such market participants would be discouraged from applying to the LME for a Hedging Exemption
thereby reducing volumes of trading activity on LME’s markets.

One respondent noted that PSRs should not be expected to have the same operational infrastructure or
compliance resourcing as Members and queried whether PSRs would be subject to the same LME audit
or assurance requirements as Members. Another respondent was concerned that Regulation 12.6.2(a) of
Part 2 of the LME Rulebook in its proposed amendment could be read to mean that PSRs would be
required to comply with all rules and guidance from the FCA and/or other regulatory or industry bodies
even where such rules or guidance did not apply to them. The same respondent queried whether the
proposed 6-year post-termination liability for persons who ceased to be PSRs (in Regulation 25.3 of Part
2 of the Rulebook) was proportionate.

One respondent noted that the LME should consider creating a new category of LME membership rather
than creating a specific PSR Status. A few respondents noted that other peer venues did not require
Clients of Members to become a PSR in order to obtain an Exemption and that the PSR Status went
beyond what the FCA required in its MAR 10 rules.

Finally, a majority of respondents supported a six-month transitional arrangement for Clients of Members
wanting to apply for and obtain an Exemption to make the necessary arrangements to achieve PSR
Status. However, one respondent noted that this transitional arrangement resulted, in the meantime, in
Members being liable for breaches of Rules by PSRs during that period which was unfair. Another
respondent noted that the transitional arrangement pertaining to the introduction of the PSR Status should
be extended to all Members in order to allow them to prepare for entry into force of the new FCA regime,
in particular as regards their obligations towards Clients.

LME response

17.

The creation of the PSR Status aligns with the LME’s duty under MAR 10 to ensure that its Rules on
Regulatory Position Limits and position management arrangements apply to all persons active on its
markets (MAR 10.1.2 G (1) and MAR 10.3.3 R). The LME also complies with this MAR 10 duty by adopting
Rules that make clear that Members are responsible for their Client’s compliance with such Rules. Overall,
the Rules align with the FCA'’s broader expectation that the LME, as a UK RIE, is able to enforce all of its
Rules against users (other than Members) of its facilities (REC 2.15.3 G (1)(h)).
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As explained in the LME’s Update® and in the Consultation, the LME has introduced the PSR Status with
a view to create a direct contractual relationship between it and non-Members and enable the LME to
enforce its Rules directly over those entities. PSRs will be Exemption Holders and will hold exempt
positions. In the event a PSR/Exemption Holder were to have an exempt position which exceeds an
Exemption Ceiling (which is already above a Regulatory Position Limit), such position would likely to be
significant in size and could therefore pose a potential heightened risk to market orderliness depending
on the market conditions. The direct contractual link that the LME will have with the Exemption Holder
(where it is a non-Member) will enable the LME to direct the PSR/Client directly rather than making a
direction via its Member(s). This will naturally improve the effectiveness of an LME direction. While the
LME recognises that it has adopted a different approach to Exemptions compared to other peer venues
(in that, for non-Members, it has proposed to condition the granting of an Exemption to the acceptance of
the PSR Status), the LME believes this is proportionate and appropriate to ensure that the LME has the
necessary measures in place for the new regime.

Moreover, as noted in the Consultation, the PSR Status provides the LME with the confidence to grant
higher Exemption Ceilings as it enables the LME to have a direct disciplinary recourse over a non-
Member/Exemption Holder where there is a breach of the Rules. For the same anti-circumvention
reasons, the LME considers it reasonable that a person ceasing to be a PSR remains subject to potential
disciplinary action from the LME for up to six years in line with the Rules applicable to Former Members.

Although, as the LME stated in the Consultation, the express intention of the PSR Status is to reduce the
extent to which Members are exposed to direct regulatory scrutiny from the LME in the event a PSR does
not comply with a Rule that applies directly to it, the PSR Status does not, of itself, reduce a Member's
liability under the Rules for breaches committed by its Client, whether that Client is a PSR or not. The
LME made clear in the Update that the creation of the PSR Status would not take away the responsibility
of Members to oversee their Clients. By making a Member responsible for its Clients’ compliance with the
LME’s Rules, this provides another tool in the LME’s enforcement toolkit (in addition to the creation of a
PSR Status and of the strengthening of the Client of Concern procedure) to ensure that the Rules, and
the directions issued by the LME (either directly or through the Special Committee), are effectively
complied with by all Members and users of its facilities. More generally, in relation to the concerns that
were raised around Members’ responsibilities for their Clients’ compliance with the LME’s Rules, please
refer to the LME’s response in question 4 below.

However, and as is the case with any Client conduct, the LME intends to assign responsibility and liability
to a Member for their Client’s compliance with the Rules where a Member was aware of/had information
regarding the actions (or omitted actions) taken by a Client in relation to their compliance with the Rules.
For example, the LME may subject Members to its powers of investigation and discipline in circumstances
where a Member either knowingly assisted a PSR in breaching a Rule (or continuing to breach a Rule),
or where a Member did nothing to prevent a PSR breaching a Rule despite having sufficient information
to be aware, or to be reasonably expected to be aware, that a PSR was either breaching a Rule or could
be about to breach a Rule.

The LME has designed the PSR Status so that its requirements apply in a reasonable and proportionate
way on non-Members. The PSR application process will have proportionate on-boarding requirements
with a view to strike the right balance between, on the one hand, creating an on-boarding environment
reflecting the need for market participants to obtain an Exemption from the LME in a relatively short
timeframe and, on the other hand, ensuring that the LME can meet its own regulatory responsibilities, has
sufficient information on the Exemption applicant and assurances that, as a PSR, the Exemption Holder
is in a position to comply with the Rules that directly apply to it.

To be clear, the LME does not expect that non-Members who become PSRs have the same operational
infrastructure or compliance resourcing as those required of Members. The PSR Status is expressly
designed to apply to non-Members and, accordingly, PSRs will not be subject to the full suite of obligations
applicable to Members. Non-Members seeking an Exemption and applying to become a PSR should
determine how best they can comply with the Rules that directly apply to them.

3 LME Notice 25/232: “LME Update: PS 25/1 and the Approach to Position Management” — December 2025. Available here: UK
regulatory reform | London Metal Exchange
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24.

25.

26.

27.
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Moreover, a PSR will not be subject to the same LME audit or assurance requirements which apply to
Members. However, under Regulation 12.1.4 Part 2 of the Rulebook as amended, a PSR may be required
to respond to ad hoc requests for information where the LME is of the view that it needs the information.

For the avoidance of doubt, a PSR is not required to comply with FCA rules or other regulatory
requirements that would not otherwise apply to them. Regulation 12.6.2(a) of Part 2 of the LME Rulebook
provides that PSRs shall “have regard to” relevant rules and guidance issued by regulatory bodies such
as the FCA. This Rule means that, where a PSR is uncertain as to the appropriate standard of conduct
to adopt, it should “have regard to”, ie consider whether there are rules or guidance from the FCA or other
regulatory/industry bodies indicating the appropriate behaviour for the PSR to follow.

The transitional arrangements for PSRs have been designed to ensure a proportionate application of the
new PSR Status and to allow non-Members that intend to apply for an Exemption to transition smoothly
into the new regime.

The LME is not able to offer equivalent transitional arrangements to Members in relation to the broader
implementation of the FCA MAR 10 regime. This is because the implementation timetable for MAR 10
has been fixed by HM Treasury and is not within the LME’s discretion. Please also refer to the LME’s
response in question 10 below.

LME decision

28.

20.

30.

31.

32.

The LME is grateful for the feedback received on question 1. Having carefully considered that feedback,
the LME has decided to implement the new PSR Status as originally proposed in the Consultation.

However, Regulation 25.2 of Part 2 of the Rulebook is amended to clarify that a Member remains
responsible and liable for ensuring that its Client complies with the Rules but only (i) where the Member
holds a position for that Client and (ii) in relation to the Rules on Regulatory Position Limits and position
management controls, notably as they are set out in Regulation 24 (Periodic OTC Position Reporting) in
Part 2 of the Rulebook and Regulations 18 (the Lending Rules), 20 (Exchange Position Limits), 24
(Backwardation Cap), 26 (Regulatory Position Limits), 28 (Accountability Thresholds) of Part 3 of the
Rulebook as well as in the Policy Relating to Regulatory Position Limits and Exemptions and in the Policy
Relating to Position Management Arrangements.

The last sentence of Regulation 25.2 is deleted given that failure by a Member to comply with any Rule
already constitutes a breach of the Rules for the purpose of disciplinary procedures (see Regulation 2.5
of Part 1 of the Rulebook). To enhance the drafting of the Rulebook, this deletion will be reflected in other
Regulations which were consulted on where such deletion is appropriate.

25. PERSON SUBJECT TO THE RULES

25.1 A Person Subject to the Rules shall comply with the Regulations in Parts 1, 2 and 3 of the Rules
where they apply to it.

25.2  Notwithstanding Regulation 25.1 above and for the avoidance of doubt, a Person Subject to the
Rules shall be deemed to remain a Client for the purposes of the Rules. In respect of the Rules
on Requlatory Position Limits and positions management controls, Members shall remain
responsible and liable for ensuring that positions held by them for their Clients comply with the
such Rules including where such Client is a Person Subject to the Rules. Failure-by-a-Member

{o-ensure-such-compliance-shall-beconsidered-a-breach-of the Rules.

The introduction of the PSR Status will be subject to a transitional arrangement of six months ending on
6 January 2027. Exemption Holders who have not contractually agreed to become a PSR by 6 January
2027 will have their Exemption revoked. Before the revocation comes into effect they will be required to
reduce their positions back below (or equal to) the applicable Regulatory Position Limit in an orderly
manner.

As from 6 January 2027, any Client applying for a new Exemption will have to contractually agree to
become a PSR (ie no transitional period would apply and to obtain an Exemption they will have to return
the PSR contract signed).
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Regulatory Position Limits

33.

Q.2 For the purposes of calculating the size of positions in Critical and Related Contracts against a
Regqulatory Position Limit and an Accountability Threshold, should the LME require that net
positions be aggregated via ‘Option A’ or ‘Option B’? Please explain why.

Summary of responses

34.

35.

36.

Respondents unanimously supported Option B as the preferred methodology for aggregating net
positions in Critical and Related Contracts when calculating their size against a Regulatory Position Limit
and an Accountability Threshold.

Respondents did not support Option A, with several indicating that this methodology would introduce
disproportionate complexity without a clear corresponding benefit in the overall control framework and
risked constraining market participants’ ability to hedge legitimately and exacerbating volatile market
conditions when such conditions occur. This is because market participants would be forced to liquidate
positions to stay within the “Related Contracts” Limit.

Respondents were of the view that Option B aligns more closely with the methodology adopted by other
peer venues, reducing the scale of system changes required and is operationally simpler and faster to
implement.

LME decision

37.

38.

39.

In view of the unanimous support for the aggregation method in Option B, the LME has decided to adopt
Option B.

The LME reminds market participants that Members, Clients and Persons Subject to the Rules remain
responsible for ensuring that their positions in each of the Critical Contract and Related Contracts do not
create a risk of disorderly pricing or settlement conditions of such Contracts. In line with MAR 10, in the
event the LME were to determine the netting of positions in relation to a Related Contract would increase
the likelihood of disorderly pricing or settlement conditions, it would contact the relevant Member(s),
Person(s) Subject to the Rules and/or Client(s) and prescribe how their positions should be aggregated
for the purposes of discharging their obligation to adhere to the Regulatory Position Limit(s).

Q.3 Do you agree with the LME’s proposed levels of Regulatory Position Limits? If not, please explain
why.

Summary of responses

40.

41.

42.

43.

44.

A majority of respondents noted that the levels at which the LME had set the proposed Regulatory Position
Limits were reasonable, appropriately calibrated, and broadly suitable for the market.

Three respondents noted that the proposed levels of Regulatory Position Limits represented a material
tightening of the FCA's existing position limits.

One of these respondents argued that the proposed limits went beyond what was necessary to achieve
the LME’s objectives of orderly markets and effective position management. The same respondent
highlighted that the LME’s proposed levels risked capturing routine hedging, risk-management and client
facilitation activity undertaken in the normal course of business by Members rather than targeting
exceptional concentrations which give rise to market integrity concerns — in other words, the LME’s
proposed levels risked adversely impacting liquidity on the LME’s markets.

The respondent also noted that the LME’s new Rules coming into force on the same day rather than in a
phased approached was disproportionate. It suggested that if the LME were to adopt a staged or phased
approach to the coming into force of its Regulatory Position Limits, this would allow Members and other
market participants to adjust their positions in an orderly manner and implement the necessary controls
and Exemption processes — while reducing the risk of disruption and inadvertent non-compliance.

One respondent welcomed the normalisation of the Spot Month definition and noted that the Regulatory
Position Limits for Spot Month Contracts had increased for LME Copper, LME Lead and LME Zinc and
reduced for LME Aluminium, LME Nickel and LME Tin. The respondent noted that the Regulatory Position
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Limits are reflective of current stock levels and should deliverable stock levels increase, the levels should
be increased swiftly to ensure routine operational activity such as acquisition of warrants can be
performed without inadvertently resulting in limit breaches. In relation to the Other Months’ Contracts, the
respondent noted concerns in LME Lead and LME Zinc noting their tightness with respect to physical
market dynamics. The respondent highlighted that the LME is used to hedge global metal exposures,
regardless of LME brand eligibility, and as such a global deliverable supply should be taken into account
within the calibration — indicating that the current limits would force participants to other exchanges or to
the OTC market rather than trading directly with the Exchange.

Two respondents described that they were still in the process of assessing these limits and hoped to
provide additional feedback on the proposed limits in due course. The respondents highlighted their
concerns particularly around the limits being too restrictive and eliminating the ability for financial
institutions to offer OTC index swaps to Clients, being typically hedged on-Exchange. The respondents
added that the proposed Regulatory Position Limits would not allow for the extent of existing activity to be
hedged let alone for growth. In addition, they highlighted concerns with regards to the use of the Pass-
Through Hedging Exemption that it could not be utilised for such activity as underlying investor clients are
not necessarily hedging commercial risk exposures. The respondents stated that the reduction of the
existing FCA position Limit for Other Months’ to the Regulatory Position Limit for LME Aluminium was not
reflective of the growth in the LME’s Aluminium market, adding that making limits more restrictive will
inhibit growth and limit Members’ ability to service their Clients. The respondents welcomed more colour
on the specific calibration methodology based on the criteria set out by the FCA and whether this took
into account potential stress scenarios, highlighting limits should accommodate headroom for periods of
elevated volatility which result in increased client activity, changing risk sensitives and balancing activity.
They added that restrictive Regulatory Position Limits would reduce liquidity at critical times when liquidity
providers should be prepared to absorb higher Client flows and incentivise firms to redirect flow to other
similar exchanges offering similar products. They also sought a transitional period for the levels Consulted
upon to be implemented.

LME decision

46.

47.

48.

49.

50.

51.

52.

The LME is grateful for the feedback received on question 3 on the appropriateness of the proposed
Regulatory Position Limits.

The LME acknowledges that the calibration of the Regulatory Position Limits represents a tightening of
some of the existing FCA position limits — particularly in the Other Months’ Contracts. The LME notes that
the existing FCA position limits were calibrated in 2017 and effective from 3 January 2018, and remain
unchanged since their implementation.

The calibration of the existing position limits in 2017 saw a relatively high stock environment across the
suite of LME Contracts, both from a global stock and LME stock perspective. For many LME Contracts,
the LME is now in a relatively low stock environment.

Similar to other exchanges, the LME does not agree that it is appropriate or proportionate to share its
explicit methodology for the calculation of Regulatory Position Limits. The LME has completed the
calibration exercise in adherence to the MAR 10 requirements. This approach has considered the factors
as described in the Update and MAR 10 rules.

The LME disagrees that its calibration has gone beyond what was necessary to achieve the LME’s
objectives of orderly markets and effective position management. The LME believes that the changes
under PS25/1 and MAR 10 have given the LME the opportunity to enhance the Regulatory Position Limits
effectiveness as a control to maintain resilient and orderly markets and settlement conditions. The robust
Exemptions approach implemented gives protection to positions which are placed for the purposes of
hedging commercial needs and facilitating hedging activity which are core and fundamental elements of
the Exchange.

Furthermore, events such as the LME Nickel event in 2022, and the subsequent Independent Review
demonstrated that the LME’s Regulatory Position Limits required more restrictive calibration than the
existing FCA position limits.

The LME conducted a calibration exercise in early 2026, ahead of the Consultation, taking into account
all factors and changes since the original calibration in 2025. The result saw an increase to the Regulatory
Position Limits for LME Aluminium Spot Month Contracts and the LME Aluminium, LME Copper and LME
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54.

55.

56.

57.

58.
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Nickel Other Months’ Contracts. The LME has back-tested the Regulatory Position Limits to identify
positions which would be impacted and was comfortable with the outcome of the assessment.

For the Spot Month Contracts, the Regulatory Position Limits for three of the six Critical Contract metals
have increased compared with the FCA position limits. Across all metals, the Regulatory Position Limits
for Other Months’ Contracts have been reduced. The LME believes this reduction is more appropriate for
the market as a whole than the historical limits and complies with the methodology prescribed in MAR 10.

Overall and following a careful review of the feedback, the view of the LME is that the proposed Regulatory
Position Limits are appropriate.

The LME will conduct its calibration assessment on a periodic and ad-hoc basis to ensure they remain
appropriate for its markets, including where there is a significant change in deliverable supply open
interest, or a change which significantly impacts the market. The LME may update the limits again in 2026,
particularly considering the recent increases in liquidity and open interest.

The LME reminds Members and all other market participants that the FCA rules under MAR 10 will come
into force on the date prescribed in a Treasury statutory instrument* (6 July 2026). Given that the new
LME Rules implement those FCA rules, the LME is not permitted to adopt a staged or phased approach
concerning the Regulatory Position Limits and as such the LME Rules will come into force on 6 July 2026.

Q.4 Do you agree with the LME’s proposed Rules on Regulatory Position Limits? If not, please explain
why.

The LME has grouped responses to question 4 by theme to facilitate ease of reading. For transparency,
the summary below incorporates responses given to other questions where they are directly relevant to
the themes presented by respondents in relation to question 4.

Real time monitoring of positions

Summary of responses

59.

60.

61.

62.

A majority of respondents noted that that the draft Rules placed an obligation on Members and PSRs to
monitor their open positions at “all times” which they read as meaning “real-time” position monitoring or
“continuous” intraday monitoring. Respondents noted that the draft Rules would be operationally
challenging and costly to implement (in particular in relation to the upgrades in IT infrastructure required
to perform continuous intra-day monitoring). Respondents also said they also placed a disproportionate
monitoring burden on Members and PSRs - in particular over Members (who are responsible for Clients’
breaches) given that they do not have full visibility over Clients who hold positions across multiple Clearing
Members. A number of respondents noted that other peer venues were not requiring that positions be
monitored at “all times” in their implementation of the FCA MAR 10 rules.

One respondent noted that the “all times” requirement in the draft Rules could be read as creating an
expectation that Members were under the obligation to implement hard preventative blocking controls to
ensure that their Client’s positions never exceeded the applicable Regulatory Position Limit and that such
interpretation would pre-emptively impede trading activity on the LME’s markets. Another respondent
noted that the proposed Rules, by imposing real-time position monitoring and immediate notification to
the LME, did not factor in the realities of LME trading and post-trade operational flows which involve
multiple trading counterparties and give ups among Members. A few respondents noted that the LME was
better placed to undertake aggregate intraday monitoring of Members’ and Clients’ positions than
Members and/or PSRs.

Several respondents suggested the LME lowered the “all times” requirement in the proposed Rules to an
“intraday” monitoring requirement on Members and PSRs, with Members and PSRs being required to
notify the LME of breaches of an applicable Regulatory Position Limit on a “as soon as practicable” basis
rather than on an “immediate” basis.

Finally, two respondents challenged the drafting of Regulation 28.3 of Part 3 of the Rulebook which
requires Members to monitor Client positions against Accountability Thresholds “at all times.” The

4 Regulation 9 of The Financial Services and Markets Act 2023 (Commencement No. 8) Regulations 2024 S| 2024/1071 (C. 72).
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respondents argued that this wording created a risk of treating Accountability Thresholds as de facto
Limits rather than as an early-warning tool.

LME response

63.

64.

65.

The LME’s Rules have been developed with reference to the MAR 10 requirement that trading venues
and persons holding positions maintain arrangements to ensure compliance with Regulatory Position
Limits “at all times”. The LME will not amend its Rules where they impose an “at all times” requirement,
as this reflects the MAR 10 standard. This requirement should be read in its ordinary meaning, namely
that compliance with the LME Rules on Regulatory Position Limits, Exemptions and position management
controls applies on an “at all times” basis, meaning there are no circumstances in which Members or
market participants are not required to comply with these Rules.

To be clear, however, it is not the interpretation or expectation of the LME that the “at all times”
requirement under LME Rules should be construed as imposing a real-time monitoring obligation on
Members or PSRs. Rather, the requirement should be understood as imposing an obligation to monitor
positions on a timely basis. Members and PSRs should therefore ensure that the combined effect of their
systems, controls and processes relating to position monitoring and management is sufficient to ensure
ongoing compliance with Regulatory Position Limits (or an Exemption Ceiling or an Exchange Position
Limit) “at all times”.

Members and PSRs are required to notify the LME of any breach of a Regulatory Position Limit (or an
Exemption Ceiling or an Exchange Position Limit) on an “immediate” basis. This immediacy requirement
should be read in its ordinary meaning and should not be understood as imposing a real-time monitoring
obligation. Rather, it means that after a Member or PSR concludes that its own positions (and, for
Members, the positions of its Clients) exceed a Regulatory Position Limit (or an Exemption Ceiling or an
Exchange Position Limit) it must immediately (with no time lag) notify the LME. Ultimately, it is timely
access to information that is sought by the LME.

Responsibilities of Members for Clients’ breaches

Summary of responses

66.

67.

68.

69.

A number of respondents challenged the draft Rules where they propose to make Members responsible
and liable for ensuring that their Client, who holds a position subject to a Regulatory Position Limit,
complies with all Rules that would apply to this position and that any failure on the part of the Member to
do so will be deemed a breach of the Rules.

A few respondents noted that Members did not have complete visibility over Client positions held with
other Members and therefore could not in practice monitor or notify the LME of breaches with any degree
of certainty. One of those respondents noted that a Member should only be held responsible for positions
it held directly for the Client against a Regulatory Position Limit and that it should not be required to take
into account positions held through other Members given that such Member was not privy to such
information. The same respondent noted that Members should not be considered liable or responsible for
Client breaches beyond the reasonable scope of their control, noting that the LME’s Rules in their
proposed form placed responsibility and liability on Members beyond what other peer venues did. One
respondent noted that the strict liability obligation imposed on Members in Regulation 26.3 appeared
inconsistent with the monitoring-based approach described in paragraph 68 of the Consultation.

One respondent noted that compliance with Regulation 26.3 would require Members to combine both
real-time position monitoring (across the Member’s and all Clients’ positions) adjusted for any Exemption
usage and adaptive pre-trade limits. Such monitoring would have to be applied across the Member and
its direct Clients on a gross and net basis with the Member assigning Clients dynamic pre-trade Limits. In
situations where a Member’s direct Client has its own underlying clients, Regulation 26.3 would in effect
restrict the direct Client’s ability to trade given that the Member would have to apply Limits at its direct
Client level.

Two respondents sought confirmation that that responsibility for a Client’'s breaches was only with the
Clearing Member and not with Executing Members that did not provide clearing services.
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Finally, one Member challenged paragraph 90 of the Policy Relating to Regulatory Position Limits and
Exemptions which deems a Member to have responded to a request for information by the LME where
that information was submitted by a Client directly to the LME.

LME response

71.

72.

73.

74.

75.

76.

77.

To be clear, the LME has never intended to make Members responsible and liable for their Client’s breach
of a Regulatory Position Limit where a Client holds aggregate positions across several Members above
the Regulatory Position Limit but where each Member holds a position for that Client below or equal to
the Regulatory Position Limit. On the contrary, the LME’s proposed draft Policy Relating to Regulatory
Position Limits and Exemptions provides that Members are responsible and liable for their Client’'s
compliance with Regulatory Position Limit only on the basis of information they are privy to at the time of
the breach (see paragraphs 25 and 30 of the draft Policy Relating to Regulatory Position Limits and
Exemptions).

Given that the Regulations in the Rulebook must be read in conjunctions with the Rules set out in the
LME’s policies, the LME is satisfied that, taken as a whole, the Rules are sufficiently clear that Members
are responsible for their Clients’ breaches of a Regulatory Position Limit or Exchange Position Limit (or
are responsible for monitoring their Client’s positions against an Accountability Threshold) in relation to
the positions they hold for them, based on information available to the Member at the time.

The LME will, however, amend the wording of Regulations 20.3, 26.3 and 28.3 of Part 3 of the Rulebook
to clarify that Members’ responsibly for compliance with the Rules applicable to the positions of their Client
is in relation to positions held by “them for’ each of their Clients.

To be clear, the LME will maintain the responsibility and liability of Members for their Client’'s compliance
with the Rules applicable to their Client’s position. This is because:

(a) this responsibility provides another enforcement tool for the LME in its enforcement toolkit, in
addition to the creation of the PSR Status and the strengthening of the Client of Concern
procedure. This in turn will ensure that the LME’s Rules and directions are effectively complied with
in line with the LME’s duties in REC 2.15.3 G (1)(h)) and MAR 10 (notably MAR 10.2.1M R (2) and
MAR 10.3.3A R (2));

(b) the principle of making a Member responsible for their Client’s behaviour under the Rules is not a
novel approach: for instance, LMEselect Participants are already responsible and remain liable for,
all trading activity conducted by Clients who have direct electronic access to LMEselect (Regulation
12.9 Part 3 of the Rulebook). Under the current Lending Rules, Members have a duty to co-operate
with the LME to ensure that each of their Clients comply with the Lending Rules (Regulation 18.1
Part 3 of the Rulebook); and

(c) the LME'’s approach is similar to the one adopted by other peer venues: they have also adopted
rules making their Members responsible and fully liable for ensuring that their Clients comply with
the rules of the venue implementing MAR 10.

The LME will, however, amend Regulations 18.3, 20.3, 26.3 and 28.3 of Part 3 of the Rulebook to reflect
that Members are required to “take reasonable measures and reasonable steps to” ensure that each
position they hold for each of their Clients complies with the relevant Rule.

For the avoidance of doubt, the responsibility and liability of a Member in relation to its Client’s compliance
with Regulations 18.3, 20.3, 26.3 and 28.3 of Part 3 of the Rulebook (and with the Rules set out in the
applicable policies) will only be on the Clearing Members of a Client who hold positions for that Client
(see also Regulation 25.2 of Part 2 of the Rulebook).

Finally, the LME will not amend paragraph 90 of the Policy Relating to Regulatory Position Limits and
Exemptions: a Member will be deemed to have responded to a request for information by the LME where
that information was submitted by a Client directly to the LME.

LME decision

78.

The LME is grateful for the feedback received on question 4 and has decided to adopt the following Rules
as amended:
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18.3

20.

20.3

24,

241

26.

26.3

28.

LENDING RULES
[..]

Except as expressly permitted by the Rules, Members (each a “Relevant Member”) shall take
reasonable measures and reasonable steps to ensure that, at all times, each position held by
each of their Clients (each a “Relevant Position”) in a Contract subject to the Lending Rules
comply W|th such Rules as if that Relevant Position was the Relevant Member's own position.

EXCHANGE POSITION LIMITS

[...]

Except as expressly permitted by the Rules, Members (each a “Relevant Member”) shall ensure
that, at all times, each position held by them for each of their Clients (each a “Relevant Position”)
in a Contract subject to an Exchange Position Limit is less than or equal to the Exchange Position
Limit that would apply to that Relevant Posmon if that ReIevant Position was the Relevant
Member’s own position. y b
Rules: Relevant Members shall also be—mspenableand—fe#ly—hable—tepensunng take reasonable
measures and reasonable steps to ensure that a Client who has a Relevant Position complies
with all Rules that would apply to such Relevant Position if that Relevant Position was the
Relevant Member’s own position ;

[...]

BACKWARDATION CAP AND DELIVERY DEFERRAL POWERS FOR PHYSICALLY
DELIVERABLE TOM NEXT CONTRACTS

Backwardation Cap

Members and Persons Subject to the Rules shall be prohibited from placing Cash Today to Cash
Carry orders (known as “Tom-next” orders) on any Execution Venue, at a price in excess of 1%
(or such other level as the Exchange may determine in its sole discretion and communicate to the
market by Notice from time to time), of the Cash Official Price for the previous Business Day for
the relevant Tom-next Contract (the “Backwardation Cap”). Members shall beresponsible-and
fully liable—for-ensuring take reasonable measures and reasonable steps to ensure that their
Clients comply with the Backwardation Cap including where Clients are using the order-routing
facilities of the LME Select API to place their orders.

[.]
REGULATORY POSITION LIMITS

[.]

Except as expressly permitted by the Rules, Members (each a “Relevant Member”) shall ensure
that, at all times, each position held by them for each of their Clients (each a “Relevant Position”)
in a Critical and Related Contract is less than or equal to the Regulatory Position Limit that would
apply to that Relevant Position if that Relevant Position was the ReIevant Member’s own position.
. Relevant Members
shaII also be—respen&bleand—fully—llable—fepensuﬂng take reasonable measures and reasonable
steps to ensure that a Client who has a Relevant Position complies with all Rules that would apply
to such Relevant Position if that Relevant Position was the Relevant Member’'s own position;and

any-failure-to-do-so-may-be deemed-a-breach-of the-Rules-
[...]
ACCOUNTABILITY THRESHOLDS

[..]
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28.3 Except as expressly permitted by the Rules, Members (each a “Relevant Member”) shall ensure
that, at all times, each position held by them for each of their Clients (each a “Relevant
Position”) in a Critical and Related Contract shall be monitored against the Accountability
Thresholds as if those positions were the Member’s own positions. Members shall beresponsible
for-ensuring-take reasonable measures and reasonable steps to ensure that that Clients respond
to any information request made or any direction given by the Exchange or the Special
Committee 2 fai may sach he

LME Powers and Participant Responsibilities

79. Q.5 Do you agree with the LME’s proposed powers, the responsibilities of Members and Persons
Subject to the Rules, and clarification of the LME’s disciplinary powers to enforce the new regime
pertaining to Regulatory Position Limits, Exemptions, Exemption Ceilings and position
management arrangements? If not, please explain why.

80. The LME has grouped responses to question 5 by theme to facilitate ease of reading. For transparency,
the summary below incorporates responses given to other questions where they are directly relevant to
the themes examined here.

81. Some respondents chose to comment on specific draft Regulations in the Rulebook. The LME has
summarised these comments and responded to them in Annex 1.

82. The LME notes that a number of respondents responded favourably to question 5.

Comments on the new powers of the Exchange

Summary of responses

83. One respondent noted that the LME had given the same powers to the Exchange and to the Special
Committee. The respondent was concerned that equalising the powers of the Exchange with that of the
Special Committee risked reducing the perceived independence in decision-making in cases where major
decisions were required from the LME, particularly in stressed market conditions.

LME response

84. The LME has the duty as a UK RIE to ensure that its markets remain orderly and that its Rules are
complied with by Members and users of its facilities. Experience shows that it is vital for the Exchange
and/or the Special Committee to be able to intervene to ensure this and therefore, have equal powers to
take significant decisions.

Comments on the Indicative Penalties Notice and the Automatic Penalty Charges for Commodity
Position Report and Warrant Management Failures

Summary of responses

85. One respondent noted that imposing automatic fixed penalties for single incidents was disproportionate
to the actual risk such breaches pose to market orderliness - particularly where failures arise from Client
activity or circumstances outside a Member’s reasonable control. It also challenged the proposal to
categorise any breach of Regulatory Position Limits, Exemptions, or position management controls as
“bringing the market into disrepute”. Instead, the respondent suggested that repeated breaches on the
part of a Member was more likely to reflect systems and controls weaknesses, while serious repeat
misconduct by non-Member market participants should be addressed directly by the LME through its
Client of Concern mechanism rather than via automatic penalties imposed on Members.

LME response

86. Further to the responses received to the Consultation, and upon further consideration, the LME has
decided to clarify and amend paragraph 4(h) from the Notice on Fixed Penalties for Fixed Penalty
Offences (the “Fixed Penalty Notice”) by replacing the reference to “Position Management Controls” to
“position management arrangements”. As captured in the Policy Relating to Position Management
Arrangements, as amended from time to time, position management arrangements include the Lending
Rules, Warrant financing, Accountability Thresholds and Exchange Position Limits. The LME further
clarifies that the daily reporting of positions and Warrant management is covered under Notice on
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88.
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Automatic Penalty Charges for Commodity Position Report and Warrant Management Failures, as
amended from time to time, and is, therefore, excluded from the Fixed Penalty Notice.

For the avoidance of doubt, the LME shall impose a Fixed Penalty pursuant to paragraph 9 of the Fixed
Penalty Notice where a Fixed Penalty Offence (as set out in paragraphs 4(f) - (h) of the Fixed Penalty
Notice) has been committed by a Member or a PSR, as applicable. Accordingly, where a PSR commits a
Fixed Penalty Offence as under paragraphs 4(f) - (h) of the Fixed Penalties Notice, and subject to
Regulation 25 of Part 2 of the Rulebook, the relevant Fixed Penalty would be levied on that PSR. Similarly,
where a Member commits a Fixed Penalty Offence under paragraphs 4(f) - (h) of the Fixed Penalties
Notice, the relevant Fixed Penalty would be levied on that Member. For the avoidance of doubt, Members’
attention is drawn to Regulation 25.2 of Part 2 of the Rulebook which shall apply in respect of Fixed
Penalty Offences committed by Clients in relation to breaches of Rules pertaining to Regulatory Position
Limits and position management arrangements.

Where the LME deems a Fixed Penalty Offence under paragraphs 4(f) - (h) of the Fixed Penalty Notice
to be repeated, significant and/or egregious (emphasis added), the LME will commence an Investigation
in accordance with Regulations 13 and 14 of Part 2 of the Rulebook.

To be clear, the Fixed Penalty Notice is distinct and separate to the Notice on Automatic Penalty Charges
for Commodity Position Report and Warrant Management Failures.

The LME is grateful for the feedback received on its proposal to categorise breaches of Regulatory
Position Limits, Exemptions or Position Management Controls as “bringing the LME market into disrepute”
for the purposes of the Indicative Penalties Notice. The LME takes its regulatory obligation to operate a
fair and orderly market extremely seriously and to be of critical importance in ensuring fair price discovery.
Having carefully considered the feedback, the LME remains of the view that such breaches do have the
potential to bring its market into disrepute. This is because the breach by a Member or, where relevant, a
Person Subject to the Rules, of these Rules has the potential to impact the economic interests of other
market participants which could, in turn, impact the integrity and orderly nature of trading on the LME
market. For these reasons the LME considers it necessary to take appropriate disciplinary action in
respect of breaches of Regulatory Position Limits, Exemptions and Position Management Controls which
threaten the fair and orderly running of its market and therefore the reputation of the LME market.

LME decision

91.

After considering the Consultation responses, the LME will amend paragraph 4(h) from the Notice on
Fixed Penalties for Fixed Penalty Offences (the “Fixed Penalty Notice”) as follows:

4. The following breaches of the Rulebook and applicable Notices shall constitute a Fixed Penalty
Offence:

(h) A failure to comply with any Rule pertaining to a Pposition Mmanagement Centrol
arrangement (excluding daily reporting of positions which is covered under Notice 24/137
on Automatic Penalty Charges for Commodity Position Report and Warrant Management
Failures), in accordance with the Policy Relating to Position Management Arrangements,
and the Rulebook.

Exemptions and Exemption Ceilings

92.

93.

94.

Q.6 Do you agree with the LME’s proposed Rules on Exemptions and Exemption Ceilings? If not,
please explain why.

The LME has grouped responses to question 6 by theme to facilitate ease of reading. For transparency,
the summary below incorporates responses given to other questions where they are directly relevant to
the themes presented by respondents in relation to Exemptions and Exemption Ceilings.

The LME notes that in relation to question 6, several respondents supported the LME’s proposed Rules
on Exemptions and Exemption Ceilings.
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General comments and questions on the proposed Exemption framework

Summary of responses

95.

96.

97.

98.

99.

100.

101.

102.

One respondent asked whether a single Exemption application form would be required per metal and
relevant Limit, covering Critical and Related Contracts and relevant periods. A few respondents asked
when the LME would make available Exemption application forms. Another respondent noted that
information required in an Exemption application should be proportionate, pragmatic, practical, and
aligned with other peer exchanges, warning that an overly burdensome process could discourage market
participants to request an Exemption thereby reducing market liquidity.

One respondent requested more details on the LME’s turnaround time for reviewing an Exemption request
submitted after 6 July 2026, noting that market participants may request an Exemption at short notice.
Another respondent had similar questions about timeframes to obtain an Exemption.

One respondent requested more information as to how an Exemption holder can request the LME to
increase an Exemption Ceiling in the event of a material business change. The same respondent raised
concerns around the LME’s broad discretion to amend or revoke Exemptions.

LME response

The LME confirms that only one Exemption application form will be required which will cover each metal
/ relevant Regulatory Position Limit, the relevant Critical Contract, Related Contracts, and the Spot / Other
Month periods.

The LME confirms that the level of detail required for an Exemption application will be proportionate and
pragmatic, but will also reflect the fact that the LME needs to obtain enough information to determine
whether the applicant meets the regulatory / MAR 10 rules requirements to obtain the requested
Exemption and whether the applicant is capable of complying with the conditions of its Exemption and
any other Rules that apply to it. Those checks are necessary to ensure the LME is in the position to
maintain orderly markets and ensure that users of its facilities comply with its Rules and the MAR 10 rules.

Exemptions applications will be reviewed as promptly as possible by the LME but the LME’s review
timeline will also be highly dependent on the quality of the information and evidence provided by the
applicant in support of its application as well as the promptness with which the applicant provides
additional information and/or answers follow-up questions from the LME if necessary.

An Exemption Holder will be able to request the LME to increase its Exemption Ceiling at any time during
the life of its Exemption. The Exemption Holder will have to provide appropriate evidence to support its
request. The LME will adopt a pragmatic approach when reviewing a request to increase an Exemption
Ceiling. However, an Exemption Holder requesting a higher Exemption Ceiling should be mindful that the
LME, in its determination, must ensure that its markets remain orderly and that the level of an Exemption
Ceiling finally granted by the LME will reflect other factors (such as market orderliness) rather than solely
the commercial and business imperatives of the Exemption Holder.

As regards the LME’s discretion to amend or revoke an Exemption or an Exemption Ceiling, the LME is
of the view that the Rules provide enough information on the subject. Any such decision will be highly fact
dependent. The LME will exercise its powers in a proportionate, rational and non-discriminatory way in
the same way it does for any other decision when exercising any other of its functions as a UK RIE.

Duty of Exemption Holders to notify their Exemption(s) to their Member(s)

Summary of responses

103.

One respondent noted that PSRs will be required to notify their Members of their Exemptions and provide
daily updates on the proportion of their positions that are Exempt. The respondent noted that some
Members do not currently have processes in place to manage the receipt of such information on a bilateral
basis and ensure this information is captured in reports. The respondent urged the LME to adopt a similar
approach to peer venues and provide Members with a daily report detailing the Exemptions that have
been granted to their Clients (including the Exemption reference, type and duration, but not the size).
Another respondent raised similar concerns about the potential complexity for Exemption Holders to notify
Members of their Exemption details and daily utilisation, particularly for Exemption Holders with multiple
clearing relationships. It asked whether the LME would provide a standardised, Exchange-wide reporting
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solution or whether Members and non-Members would be required to agree on bilateral reporting
mechanisms.

A further respondent raised concerned about the obligation on Members to maintain end-client Exemption
data citing operational burden in addition to the notification requirements to the LME.

LME response

105.

106.
107.

The LME requires, under Condition 8 of the Policy Relating to Regulatory Position Limits and Exemptions,
that any Exemption Holder, whether a PSR or not, notifies their Member(s) without delay that they have
an Exemption, the expiry date of the Exemption, the type of the Exemption and the proportion of their
position with that Member which benefits from the Exemption. Where the proportion of the positions the
Exemption Holder has which are Exempt Positions is 100% - we do not believe this will require a
significant uplift to Member or Exemption Holder processes. In this case all positions that the Exemption
Holder has should be flagged with the relevant flag within the Commodity Position Report (“CPR”). Where
the Exemption does not cover 100% of the position of that entity — the Exemption Holder must
communicate on a daily basis the proportion of each close of business position which benefits from an
Exemption. This is of critical importance, as the Exemption Holder is best placed to know the correct break
down of their positions in terms of Exempt Positions and those which are not Exempt. Member(s) continue
to remain responsible for the accuracy and completeness of CPR data.

The LME does not currently have non-Member reporting capability for CPR.

The LME acknowledges the importance of Members being aware of a Client's Exemption for the purpose
of accurately reporting positions and ensuring that positions which are not Exempt continue to be
monitored against the Regulatory Position Limits. As such, when the LME approves an Exemption, as
well as notifying the Exemption Holder it will notify all Members with positions for that Exemption Holder
of pertinent details relating to that Exemption, including the legal entity identifier (LEI), Metal, Period
(Spot/Other), type of Exemption, effective date and expiry date. The LME will not share the Exemption
Ceiling — due to the commercial sensitivity of this information. These notifications to Members which hold
positions for the Exemption Holder will be sent via email to the relevant Compliance team at the Member,
and the LME will continue to assess the viability and value of a more regular and automated solution
following the implementation of the regime.

Reporting of Exempt positions in CPR

Summary of responses

108.

109.

110.

One respondent asked whether the LME would provide a golden-source end-of-day Exemption/reference
data file at Client or LEI level to support implementation and enable Members to link trades accurately to
Exemptions. The same respondent sought clarity on the treatment of Exempt positions in position
reporting, asking whether in the first instance Exempt positions are to be excluded from reporting entirely
with only non-Exempt positions reported, or whether all positions in a particular Contract should be
reported with the LME applying the applicable Exemption when assessing the participant’s Exemption
Ceiling.

Another respondent asked for worked examples that demonstrate how Exemptions should be reported in
the CPR.

One respondent was concerned that the proposed daily reporting framework would require substantial
system build and testing which would likely not be achievable by the 6 July 2026 implementation deadline.
This challenge was particularly acute for market participants with complex portfolios, where allocating and
reporting hedging activity across multiple accounts and Members would be highly resource-intensive.

LME response

111.

112.

As described in the LME response above regarding the Duty of Exemption Holders to notify their
Exemption(s) to their Member(s), the LME acknowledges the importance of Members being aware of a
Client’s Exemption for the purpose of accurate CPR and monitoring and has implemented a notification
to Members of granted Exemptions.

All LME positions, including Exempt and non-Exempt positions, must be reported to the LME on a daily
basis. As set out in the schema documents published by the FCA and separately the LME — ‘Exemption
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type’ is a reportable field for Exempt Positions — where values ‘RISK’, ‘PASS’ and ‘LIQD’ are the indicators
for each type of Exemption. Reporting a row of data without a flag indicates that no Exemption is in place
for that position. Positions may need to be separated in reporting to facilitate accurate reporting — with a
position being reported to represent the proportion which is covered by the Exemption and that which is
not. More information in relation to the reporting requirements can be found in the specification document
available on the LME’s website®.

The Pass-through Hedging Exemption

113.

The LME’s proposed implementation of the MAR 10 Pass-through Hedging Exemption attracted a number
of comments which are summarised below.

Summary of responses

114.

115.

116.

117.

In relation to the Pass-through Hedging Exemption, two respondents noted that financial entities typically
managed Client risk on an aggregated and dynamic portfolio basis rather than on a static,
counterparty-by-counterparty, basis. These respondents were concerned that the Rules on the Pass-
through Hedging Exemption, requiring Exemption applications to be done on a Client-by-Client /
trade-by-trade basis, would create unnecessary operational burden for the financial entity applying for the
Exemption and for the LME (by having to process multiple applications). In effect, the respondents were
of the view that the LME should accept Pass-through Hedging Exemption applications on a portfolio-level
risk management and tenor transformation basis. These respondents noted that if the LME was not able
to accommodate their request for a portfolio-based Pass-through Hedging Exemption under the current
FCA MAR 10 rules, the LME should consider creating a new Exemption type.

Two respondents viewed the proposed requirement that a financial entity should obtain an International
Swaps and Derivatives Association (ISDA) representation letter from a non-financial entity (confirming
that the position entered into facilitates hedging for the non-financial entity) as being overly prescriptive,
noting that the LME should allow other forms of written confirmations.

One respondent challenged the LME’s refusal to accept Pass-through Hedging Exemption applications
where the underlying client would remain anonymous, warning that such refusal could prevent legitimate
hedging activity and did not reflect the fact that the identity of Clients could not be provided in certain
cases due to legal restrictions in the home jurisdictions of their Clients.

Two respondents challenged the LME'’s refusal to grant a Pass-through Hedging Exemption for inventory
monetisation and financing arrangements, noting that such arrangements often embedded legitimate
hedging activity to manage inventory price risk, and therefore should not be excluded.

LME response

118.

119.

120.

The current rules of the FCA under MAR 10 do not allow the LME to accept Pass-through Hedging
Exemption applications on a portfolio basis. The LME takes note of the request for a new type of
Exemption available to financial entities.

The LME confirms that the Pass-Through Hedging Exemption cannot be applied for inventory
monetisation or for the purposes of financing arrangements as this has been explicitly prohibited by the
FCA.®

The Policy on Regulatory Position Limits and Exemptions is clear that the ISDA standardised agreement
is not the only type of written confirmation the LME will accept in line with the FCA’s statement on the

5 https://www.Ime.com/-/mediaffiles/about/regulation/key-compliance-notices/mifid-reporting-specification-documents-and-
examples/commodity-positions-reports-interface-specification--v2-2.pdf

8 FCA - Policy Statement - PS25/1 — “Reforming the commodity derivatives regulatory framework” at p.55: “On the proposal to
expand the pass-through exemption to include monetisation of non-financial firms’ physical inventory, the broad purpose of the
exemption regime is to enable non-financial firms to hedge their commercial activity rather than support other activities, such as
non-financial firms’ financing needs. Therefore, we will not be expanding the scope of the pass-through exemption beyond our
current proposal for now.”
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same’ and that it is one example of written application that a non-financial entity can provide to the
financial entity.

121. The LME confirms that it will not accept a Pass-Through Hedging Exemption application submitted on
behalf of an underlying Client who wishes to remain anonymous. PS25/1 highlighted that Exchanges
should consider how they should manage the risk from anonymisation of a client’s identity. While the LME
does not intend to prevent legitimate hedging activity facilitation from being captured under the Exemption,
the LME will not be granting an Exemption where it is not aware of the identity of the non-financial entity
which benefits from the hedging facilitation. With the Hedging Exemption, the LME must be satisfied that
all eligibility criteria are met — the LME believes that this is an appropriate and proportionate approach to
granting of the Pass-Through Hedging Exemption and one which it cannot be satisfied on if unaware of
the identity of the non-financial entity.

LME decision

122. After careful consideration of the feedback on question 6, the LME has decided to implement the proposed
Rules on Exemptions and Exemption Ceilings with no changes.

Position Management Arrangements

123.Q.7 For the purposes of calculating the size of positions in OTC contracts against an Accountability
Threshold, should the LME require that net positions be aggregated via ‘Option C’ or ‘Option D’?
Please explain why

Summary of responses

124. Respondents unanimously supported the adoption of Option D when determining how OTC positions
should be aggregated for the purposes of calculating Accountability Thresholds. No respondents
expressed support for Option C.

125. Respondents were of the view that Option D provides a single, consolidated aggregation across all OTC
contracts, producing one net position per metal that is straightforward to calculate and monitor. The netting
and aggregation approach in Option D was also considered to be consistent with the netting and
aggregation approach in Option B and was operationally simpler to implement than Option C.

LME decision

126. After considering the unanimous support for the aggregation approach in Option D, the LME has decided
to adopt Option D.

127.Q.8 For the purposes of calculating the size of positions in LME Contracts and OTC contracts against
an Accountability Threshold, should the LME require that net positions be aggregated via ‘Option
E’ or ‘Option F’? Please explain why.

Summary of responses

128. Respondents unanimously supported the adoption of Option F when determining how LME Contracts and
OTC contracts should be aggregated for the purposes of calculating Accountability Thresholds. No
respondents supported Option E.

129. Respondents stated that Option F provides a single aggregated net position across both LME Contracts
and OTC contracts, which they viewed as the most straightforward and operationally efficient

" FCA - Policy Statement - PS25/1 — “Reforming the commodity derivatives regulatory framework” at p.54: “We note the concern
raised about financial firms’ ability to obtain written confirmation from non-financial firms that their positions are for hedging activities.
This concern was raised in relation to scenario as outlined above. However, in our consultation, we did not prescribe the form of
written representation required for non-financial firms to confirm that the OTC positions qualify as a valid hedge. We think this
provides sufficient flexibility for industry developed solutions without the need for trade-by-trade representations to confirm that each
OTC position qualifies as a valid hedge. Following our engagement with the industry post consultation, we are of the view that the
use of standardised agreements, currently used in the US for the same purpose, is a viable option. Where confirmation is not
provided by overseas counterparties, the trading venue will need to consider what alternatives there might be to validate this
condition and, where that is not possible, whether the exemption can be granted.”
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methodology. Option F was also considered to be a netting and aggregation methodology consistent with
Option B and D which were also unanimously favoured by respondents.

LME decision

130.

131.

In view of the unanimous support for the aggregation approach in Option F, the LME has decided to adopt
Option F.

Q.9 Do you agree with the LME’s proposed Rules on Accountability Thresholds? If not, please explain
why.

Summary of responses

132.

133.

134.

135.

A majority of respondents supported the LME’s proposed levels of Accountability Thresholds and the
Rules pertaining to those.

Two respondents noted that financial entities typically enter into on-Exchange transactions in order to
hedge OTC positions arising from principal client trading activity, rather than holding outright positions on
the LME. As such, financial entities net OTC and ETD positions together for risk management purposes.
The respondents therefore encouraged the LME to monitor “compliance” with its Accountability
Thresholds across a Member’s netted OTC and ETD positions. If the LME did not adopt this approach,
the LME was more likely to receive repetitive and low value notifications from Members confirming that
their overall OTC/ETD risk positions remained within the Accountability Thresholds on a netted basis.

Two respondents noted that the LME chose to introduce maximum cumulative thresholds when
calculating positions against Accountability Thresholds and noted that this could lead to an increased
frequency of positions being found above the Accountability Thresholds and, consequently, of LME
market surveillance enquiries. One of those respondents noted that the maximum cumulative threshold
could act as an aggregated limit across the curve and could risk constraining legitimate hedging activity.
Another respondent encouraged the LME to adopt a risk-based approach to monitoring rather than
adopting an approach based on routine queries on every position exceeding an Accountability Threshold
— this would help reduce unnecessary operational burden on Members and market participants.

One respondent challenged the drafting of Regulation 28.3 of Part 3 of the Rulebook and suggested that
the drafting, where it proposes that Members are “responsible for ensuring” that their Client responds to
any information request made or any direction given by the Exchange or the Special Committee (where
that Client’s position is in excess of an Accountability Thresholds), should be downgraded to “Members
take reasonable steps”.

LME response

136.

137.

138.

The LME acknowledges the call to only monitor Accountability Thresholds against aggregate ETD and
OTC positions and that for some entities the aggregated ETD and OTC positions may wholly off-set.
However, the LME intends to implement a regime which is appropriate for the market as a whole and will
therefore implement its proposal to assess Accountability Thresholds on an ETD basis, an OTC basis and
an ETD+OTC basis. The LME continues to believe that monitoring the Accountability Threshold
independently for each of ETD and OTC positions is critical to its ability to use Accountability Thresholds
as an early warning mechanism for the Regulatory Position Limits and to identify risk exposure within the
OTC market. In line with its current practices, the LME will continue to make queries pertaining to
Accountability Thresholds as appropriate and relevant as possible. The LME believes that the regime, as
set out, achieves this and will not be overly onerous or repetitive on market participants.

In the Update, the LME had noted that it was considering whether to implement a maximum cumulative
position limit. In light of the responses received in relation to the LME’s Consultation, the LME will not
introduce a maximum cumulative position limit (ie across the Spot Month Contract and Other Months’
Contract) at this time. Regulatory Position Limits will operate according to the Policy Relating to
Regulatory Position Limits and Exemptions.

In response to the comment that the wording of Regulation 28.3 of Part 3 of the Rulebook should be
amended so that Members are no longer “fully responsible and liable” for ensuring that their Client
responds to an information request from the LME (where their positions are in excess of an Accountability
Thresholds) but should only be required to take “reasonable steps” to ensure their Client’'s compliance,
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the LME respectfully rejects this suggestion. The LME considers that the wording of Regulation 28.3 of
Part 3 of the Rulebook is adequate and is in line with the expectations set by the FCA in MAR 10.3.4 G.

LME decision

139. The LME thanks respondents for their feedback on question 9. The LME has decided to proceed with
adopting the Rules on Accountability Thresholds with no changes.

140.Q.10 Please provide any other comment you may have on the LME’s proposed implementation of the
MAR 10 rules.

141. The LME has grouped the responses to question 10 by theme to facilitate comprehension. The LME has
also included in the summary below responses provided to other questions in the Consultation and which
are directly relevant to the themes examined here.

Timeline of implementation

Summary of responses

142. A number of respondents noted that the late publication by the LME of its final Rules left insufficient time
for Members and market participants to comply with the new Rules. One of these respondents
encouraged the LME to incorporate an industry-wide testing phase prior to go-live, allowing Members,
Clients and infrastructure providers to validate end-to-end processes, including PSR onboarding,
Exemption handling and position monitoring as well as a phased implementation approach.

LME response

143.The FCA first consulted on the revised position limits framework (Consultation Paper CP23/27) in
December 2023 and published the final rules in 5 February 2025 (Policy Statement PS25/1). Building on
that framework, the LME published the LME Update in December 2025, setting out its proposed approach
to the implementation of the FCA'’s rules followed by a formal consultation published on 27 February 2026.
Throughout the implementation process, the LME has provided Members and market participants with as
much information, and notice of its proposals, as was reasonably possible. As noted above, the MAR 10
timetable is not within the LME’s discretion, and accordingly, it is not able to offer a phased implementation
approach.

Reporting of end-client in CPR

Summary of responses

144. A number of respondents strongly opposed the proposed requirement that CPR reporting identified the
end-client in all circumstances, describing it as impractical, disproportionate, and unworkable given the
operational, legal, and technical constraints and given the 6 July 2026 deadline. The same respondents
noted that the requirement to report the identity of the end-client by 08:30am (as required under CPR
Rules) was not feasible and materially increased the risk of late, inaccurate, or low-quality data, for which
Members would nonetheless remain liable. Respondents noted that Members often lacked the legal
mechanism to obtain end-client data, due to jurisdictional secrecy laws, confidentiality obligations, and
commercial sensitivity, making it unreasonable on the LME to impose such a responsibility and liability on
Members. Respondents emphasised that the proposed reporting change would require major system
enhancements that could not reasonably be delivered before the LME Rules went live. Respondents
argued that the LME had misinterpreted the FCA rules by treating the requirement of “as far as possible”
requirement in MAR 10.4.7 D in an absolute way and that no FCA regulatory change mandated the
proposed approach. Respondents urged the LME to adopt a similar approach to other peer venues.

145. Finally, one respondent requested the LME to clarify the definition of “end client’ for the purposes of
position reporting and monitoring.
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LME response

146. Regulation 25 of Part 3 of the Rulebook on Daily Position Reporting should be read in light of the FCA’s
rules and guidance on the same.®

147. Members will continue to be under the obligation in Regulation 25.3 of Part 3 of the Rulebook to provide
the identity of their Clients and to have arrangements in place with their Clients to ensure that they provide
the identity of each of their clients until the end-client is reached. However, as acknowledged by FCA
guidance, this obligation under the Rules does not override the situation where local laws prevent the
disclosure of such information. After a Member has made appropriate attempts to procure approval to
disclose the identity of their Client, it may, instead, provide the LME with a reasoned justification
concerning the extent to which it is unable to comply with Regulation 25.3 of Part 3 of the Rulebook.

148. Members should make every effort to comply with the requirements in Regulation 25. This means that
where a conflict of law prevents the Member from providing the identity of the Client (or its Client is
prevented from providing the identity of their own client), Members are expected to provide information in
line with Regulation 25.3 as far down the contractual chain as possible. Moreover where, as is more
common, contractual confidentiality provisions apply preventing the identity of the Client being disclosed,
the LME expects Members to obtain or renew the consent of their Clients, or alternatively to invoke any
applicable term to override those confidentiality provisions and provide the identity of their Client.

149. Members should have arrangements with their Clients reflecting the expectations discussed above.
150. The term “end client’ should be understood in its current meaning under MiFID 11.°
LME decision

151. The LME wishes to thank respondents for the feedback on this topic and will proceed with adopting
Regulation 25 of Part 3 of the Rulebook with no changes.

Part 2 of the Consultation

SFPA Decommissioning

152. Q.11 Do you consider that the decommissioning of the SFPA will have any negative operational or
transitional impact? If so, please explain why.

153. Q.12 Do you consider that the decommissioning of the SFPA will have any data usage implications? If
so, please explain why.

154. Q.13 Do you have any other comments on the proposal to decommission the SFPA? If so, please provide
comments.

155. The LME has grouped the summaries and responses to questions 11 to 13 to facilitate ease of reading.

8 FCA - Policy Statement - PS25/1 — “Reforming the commodity derivatives regulatory framework” at p.80: “Some respondents
asked for further guidance on how trading venues should apply the additional reporting requirement, particularly on what is meant
by the ’end client’. Our expectations are the same as under existing reporting requirements given this is a term used currently in
MIFID Il. Currently, MAR 10.4.7 D requires members of trading venues to report their own positions as well as those of clients of
clients until the end client...This means that reporting should be at the level of the position holder and as far as possible
down the chain of clients until the end client, where relevant. While we acknowledge there may be challenges in, for example,
disclosing a client’s identity where secrecy laws in certain jurisdictions are in place, every effort should be made to comply
with position reporting requirements. Without the ability to identify the ultimate position holders, trading venues will be unable to
identify where large positions and risks are building. In these scenarios a trading venue should determine how best it can manage
that risk.” (our emphasis)

9 FCA - Policy Statement - PS25/1 — “Reforming the commodity derivatives regulatory framework” at p.80: “Some respondents
asked for further guidance on how trading venues should apply the additional reporting requirement, particularly on what is meant
by the ‘end client’. Our expectations are the same as under existing reporting requirements given this is a term used currently
in MiFID 11
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Summary of responses

156. Regarding question 11, all respondents confirmed that they do not anticipate any operational or
transitional impacts arising from the decommissioning of the SFPA. On question 12, respondents
unanimously indicated that they do not consider the decommissioning of the SFPA to give rise to any
data-usage implications. In respect of question 13, the respondents did not have further comments on the
proposed decommissioning of the SFPA.

LME response

157. Having carefully considered the responses and noting the absence of any concerns regarding operational
or transitional impacts, the LME will proceed with the decommissioning of the SFPA. The
decommissioning of the SFPA will be effective as of Monday 1 June 2026.

LME decision

158. The LME is grateful to respondents for their feedback on questions 11 to 13 of the Consultation. The LME
will proceed with decommissioning the SFPA on Monday 1 June 2026.

Amendments to the Matching Rules

159. Q.14 Do you consider that removing the requirement from having a four-way agreement to document a
Metal Position Exchange will neqatively affect the process? If so, please explain why.

160. Q.15 Do you consider that removing the “commercial user” requirement will negatively impact your ability
to execute Metal Position Exchanges on behalf of Clients? If so, please explain why.

161. Q.16 Do you have any other comments on the proposal to amend the Matching Rules? If so, please
provide comments.

162. The LME has grouped the summaries and responses to questions 14 to 16 to facilitate ease of reading.

Summary of feedback

163. On question 14, the majority of respondents stated that they did not foresee any negative impact arising
from the proposal removing the four-way agreement requirement from the Metal Position Exchange
process. However, one respondent expressed a concern that removing this requirement could negatively
affect the process, noting that Members currently rely on the four-way agreement as a clear and robust
mechanism to ensure explicit agreement among all parties and to maintain legal certainty, particularly in
complex transactions.

164. On question 15, the majority of respondents indicated that removing the “commercial user’ requirement
would not negatively impact their ability to execute Metal Position Exchanges on behalf of Clients. One
respondent suggested that the LME should no longer allow Metal Position Exchanges as a type of
permitted transfer under the Matching Rules. Another respondent observed that replacing the
“commercial user’ test with a requirement for Members to confirm that a Client can “lawfully enter into the
agreement” could place an obligation on Members to consider not only their Client’s status under UK
regulatory law but also other legal concerns specific to their Client (such as the Client’'s corporate
capacity). The respondent queried whether the proposed wording should instead be replaced by a broader
obligation on Members to undertake appropriate due diligence on ensuring that the transaction is for a
legitimate purpose under the Matching Rules. The same respondent further noted that the current drafting
in Paragraphs 29 and 30 of the Matching Rules indicated that a Metal Position Exchange must be linked
to an underlying physical transaction between the two Clients, as it involves exchanging an on Exchange
hedge in conjunction with a commitment to deliver physical metal. This respondent sought clarification on
whether this limitation on the underlying transaction type would remain even if the “commercial user’
requirement is removed.

LME response

165. In relation to question 14, while the LME recognises that Members are required to have an agreement in
place which clearly evidences a robust mechanism by which all relevant parties explicitly consent to the
novation, it does not prescribe the use of a specific four-way party agreement or any standard form of
documentation. Therefore, while paragraph 174 of the Consultation proposed the removal of this
requirement, Members may still use a four-way agreement to execute a Metal Position Exchange. The

Page 21



166.

167.

168.

169.

170.

©

LME acknowledges that Members include additional provisions in their agreements to address their
individual business requirements. Members are responsible for ensuring that appropriate documentation
is in place prior to effecting any transaction.

In relation to question 15, the LME notes that a respondent queried the rationale for retaining Metal
Position Exchange transfers in the Matching Rules. The LME considers that Metal Position Exchanges
play an important role in enabling Members to effect orderly close-outs and the restructuring of Client
positions. In particular, the Metal Position Exchange mechanism provides Members with operational
flexibility to manage Client risk exposures and facilitate position management in an efficient and controlled
manner. The LME considers that this flexibility supports the maintenance of orderly markets and effective
risk management.

In response to the feedback, the LME acknowledges that introducing the requirement that the Client can
“lawfully enter’ into the Metal Position Exchange arrangement could create unforeseen complexity.
Therefore, this requirement is reformulated so that Members are required to apply appropriate due
diligence measures to satisfy themselves that the Metal Position Exchange is being entered into for a
legitimate purpose. This aligns with the original intention of the proposed amendment, namely, to ensure
that Clients participating in a Metal Position Exchange are able to do so lawfully under applicable UK
regulation.

Physical metal swaps constitute bespoke, bilateral contractual arrangements between counterparties,
which may give rise to actual or contingent rights and obligations relating to the delivery, financing,
storage, or transformation of physical metal. Owing to their customised nature and their direct linkage to
underlying physical commodities, such transactions may fall outside the scope of standardised,
exchange-traded contracts and are therefore subject to distinct legal and regulatory considerations.
Accordingly, the LME will continue to apply the requirement that such transactions must be linked to an
underlying physical metal transaction, notwithstanding the removal of the “commercial user” test.

Following the removal of the “commercial user’ requirement from paragraph 30 of the Matching Rules,
certain provisions in LME Notices 00/384 and 01/232 referring to a “commercial user’ requirement are no
longer aligned with the amended paragraph. Accordingly, the LME will review these Notices and, where
appropriate, will seek to amend or update them in due course.

In response to feedback suggesting that other aspects of the Matching Rules, beyond the scope of this
Consultation, would benefit from further review, the LME will consider these matters as part of its ongoing
assessment of the Matching Rules.

LME decision

171.

172.

173.

After careful consideration of the feedback received, the LME has decided to amend paragraph 30 of the
Matching Rules to remove the requirement for market participants wishing to execute a Metal Position
Exchange to enter into a four-way agreement. Instead, Members will be required to execute the
transaction under an agreement appropriate to its nature. The LME may, where necessary, request sight
of such an agreement to satisfy itself that the transaction has been carried out in compliance with the
Matching Rules, in line with its existing powers to request information from Members under Regulation
12.1.4 of Part 2 of the LME Rulebook. Further, Clients will no longer have to be a “commercial user of the
metal concerned.” Instead, Members must apply appropriate due diligence measures to satisfy
themselves that the Metal Position Exchange is for a legitimate purpose.

Accordingly, paragraph 30 of the Matching Rules is amended as follows:

30. When undertaking a physical metal swap for a non-common Client, Members are required to
have an appropriate and effective written agreement in place prior to entering such a
transaction. Members must maintain a full audit trail to demonstrate the complete history of
the transaction. Each Member must apply appropriate due diligence measures to satisfy
themselves that the Metal Position Exchange is for a leqgitimate purpose, confirm via the
agreement that the Client is a direct customer, and has given the Member prior written
instructions regarding the metal swap transaction. The Member must ensure that the
transaction is not in breach of the LME Rules or other appropriate legal requirements.

The amendments to the Matching Rules shall be effective as of 1 June 2026.
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Amendments to the Fixed Penalty Notice

174.

175.

176.

177.

Q.17 Do you agree with the LME’s approach to treating breaches of the MVT Rule as a Fixed Penalty?
If not, please explain why.

Q.18 Do you agree with the level of Fixed Penalty in respect of a breach of the MVT Rule? If not, please
explain why.

Q.19 Do you have any other comments on the proposal treating breaches of the MVT Rule as a Fixed
Penalty? If so, please provide comments.

The LME has grouped summaries and responses to questions 17 to 19 to facilitate ease of reading.

Summary of feedback

178.

Respondents emphasised the importance of a proportionate and risk-based approach to the enforcement
of the MVT Rule, particularly in light of the new operational model and the complexity of exemptions and
exclusions. Several respondents encouraged the LME to provide additional clarity on how a “breach”
would be assessed in practice (including the distinction between isolated incidents and systemic or
repeated issues) and suggested that, for less severe breaches, especially in the early stages of
implementation, there may be merit in using supervisory engagement and informal warnings before
escalating to financial penalties. Some respondents also highlighted the value of recognising timely
self-identification and reporting of issues as part of the overall compliance framework. Overall,
respondents’ feedback was directed at ensuring that the approach supports effective implementation
while maintaining market confidence and operational practicality.

LME response

179.

180.

181.

182.

183.

The LME acknowledges that certain aspects of the MVT Rule may require Members to implement material
changes to existing business processes. The LME will therefore adopt a pragmatic and proportionate
approach when assessing Members’ compliance during the initial implementation period. The LME will
maintain an ongoing dialogue with Members in relation to the monitoring framework and intends to work
collaboratively with Members to support effective implementation and compliance with the MVT Rule.

With regard to providing more clarity to the categorisation of a first, second, and third breach of the MVT
Rule under the Fixed Penalties Notice, the LME reminds Members of the description of breaches as stated
at paragraph 4(e) of the Fixed Penalties Notice, namely, that a Fixed Penalty Offence shall arise where a
Member:

(a) fails to submit a complete and accurate dataset as required under the MVT Rule in respect of
trades executed in the inter-office market, as defined in Regulation 2.5A of Part 3 of the Rulebook
(as amended from time to time); or

(b) executes one or more inter-office trades that do not comply with the MVT Rule.

The LME wishes to make clear that: (i) either an incomplete or inaccurate submission of data to the
Exchange shall constitute one breach; (ii) the provision of one or more failed records within a data
submission to the Exchange shall constitute one breach; and (iii) individual failed records within a
submission of data to the Exchange shall not constitute individual separate breaches in and of
themselves.

Members should be aware that significant or persistent non-compliance with the MVT Rule may result in
increased audit frequency. Where the LME identifies any trades that do not comply with the MVT Rule, it
may require the Member to provide further submissions. Further incidents of similar non-compliance in
subsequent data submissions will be treated as separate and additional breaches of the MVT Rule.

The LME is grateful for the feedback that is has received commenting on the LME taking a binary
approach to enforcement in relation to rules similar to that of the MVT Rule that have been adopted by its
peers. The LME has carefully considered such feedback and believes that it has adopted an appropriate
and proportionate approach to taking disciplinary action in respect of breaches of the MVT Rule. The LME
has provided further clarification regarding the application of the Fixed Penalty Notice within this Notice
which the LME hopes the Membership will find useful in understanding the circumstances in which the
LME may take disciplinary action.
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184. With regard to the feedback received concerning complexity around the MVT Rule and exemptions and
exclusions, the LME recognises that the MVT Rule is a new requirement and that its implementation will
require Members to implement operational changes to their LME business. The LME carefully considered
these operational impacts during the design of the Rule, which was developed following extensive
consultation with the market and deliberately calibrated through a limited scope of application, clearly
defined exemptions, detailed guidance, and the introduction of new functionality to support compliant
execution. The resulting framework is materially more nuanced than a requirement to execute all trades
on LMEselect, which was an alternative approach available to the LME but one which was not pursued in
light of Members’ feedback and market structure considerations.

LME decision

185. After considering the feedback received, the LME has decided to adopt the amendments to the Fixed
Penalty Notice with no changes in relation to the MVT Rule.

Overall decision of the LME

186. After careful consideration of all of the Consultation feedback, the LME has decided to proceed with all of
the proposals and to implement the amendments to the LME Rules with the modifications set out in this
Decision Notice.

Questions

187. Should market participants have any questions in relation to this Decision Notice, please contact your
relationship manager or email RM@Ime.com.

Jamie Turner

Chief Operating Officer, LME
cc: LME Board directors

User Committee

Special Committee
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Annex 1 — Comments on the Rulebook and LME’s response and decision

Rule

Glossary

Comment received

LME’s response and decision

“Exemption Ceiling” or “Ceiling”: the maximum
permitted position in a Critical or Related
Contract irrespective of whether those
positions benefit from an Exemption;

One respondent was not clear as to why the
definition referred to positions in Critical and
Related Contracts. In their view, the definition
should refer to the size cap applicable to an
Exemption, not positions in Critical and
Related Contracts.

The LME will not change the definition of
“Exemption Ceiling” or “Ceiling”. An Exemption
Ceiling applies to all positions in Critical and
Related Contracts in the aggregate (i.e.
Exempt positions and non-Exempt positions)
not only to Exempt positions. The definition
intends to make this clear.

“‘Regulatory Position Limit” or “Limit”: the
maximum permitted position in a Critical or
Related Contract excluding  positions
benefitting from an Exemption, as set by the
Exchange in accordance with the Rules as
published from time to time;

One respondent stated that the words
“excluding positions benefitting from an
Exemption” introduces uncertainty. Regulatory
Position Limits were set by the LME at a
specific numeric level in respect of each
Critical Contract/Related Contract, which have
general and equal application across all
market participants. Exemptions, on the other
hand, are specific and individual to the holder
of the Exemption. The definition of Regulatory
Position Limit should not be commingled with
the definition of “Exemption”.

In response to the respondent’s concerns, the
definition of “Regulatory Position Limit” or
“Limit” is clarified in the following way:

“Regulatory Position Limit" or “Limit”: the
maximum permitted position in a Critical or
Related Contract exeluding—peositions
benefitting-from-an-Exemption, as set by the

Exchange in accordance with the Rules as
published from time to time;

To be clear, Regulatory Position Limits do not
apply to exempt positions, as required in MAR
10.2.6 R, MAR 10.2.14 R, MAR 10.2.15 R,
MAR 10.2.22 R. Moreover, exempt positions
must not exceed their Exemption Ceilings.

THE LONDON METAL EXCHANGE AND LME CLEAR
10 Finsbury Square, London EC2A 1AJ | Tel +44 (0)20 7113 8888
The London Metal Exchange is registered in England (no 2128666)

LME Clear Limited is a private limited company and is registered in England (07611628)
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General comment on the Glossary

One responded noted that there was no
definition of “Critical or Related Contract” or
“Critical and Related Contract”, only separate
definitions for “Critical Contract” and “Related
Contract”’. Moreover, the expression “Critical
and Related Contract” was not applied
consistently throughout the proposed Rules.

For the avoidance of doubt, the expression
“Critical and Related Contract” used in the
Rules mean “Critical Contracts and Related
Contracts”. The LME will not amend the Rules
so that they refer to “Critical Contracts and
Related Contracts”: this would not improve the
drafting or clarity of the Rules.

In response to the respondent’s concerns, to
improve the consistency of the drafting, the
following Regulations are amended:

o “Exemption Ceiling” or “Ceiling”: the
maximum permitted position in a Critical er
and Related Contract irrespective of
whether those positions benefit from an
Exemption;

o “Regulatory Position Limit” or “Limit”: the
maximum permitted position in a Critical er
and Related Contract excluding positions
benefitting from an Exemption, as set by
the Exchange in accordance with the
Rules as published from time to time;

o Regulation 26.4 Part 3: Compliance with a
Regulatory Position Limit is subject to the
powers of the Special Committee and of
the Exchange to take steps or give
directions under their respective powers
as set out in these Rules. Without
prejudice to these Rules, such steps or
directions may include suspending,
amending or supplementing a Regulatory
Position Limit for such period or in respect
of such Critical er and Related Contract as
the Special Committee or the Exchange,
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in their absolute discretion, deem
necessary.

General comment on the Rules

One respondent requested the LME to
provide a definition / some guidance on the
meaning of the term “group” for the purposes
of aggregating positions at group level.

The LME will aggregate positions by entities,
based on the data it receives via the
Commodity Position Report (CPR), in which
Members are required to map Position Holders
to Parent Undertakings. The LME
acknowledges that company structures can be
complex and therefore will not provide
guidance in relation to the concept of “group”.

MAR 10 is clear that no person or parent
undertaking must breach a (Regulatory)
Position Limit.

Given that Members have a direct relationship
with their Clients, they are best placed to map
the relationship of a group affiliate with its
parent undertaking. Nevertheless, in the event
the LME identifies discrepancies in the
mapping of these entities (for instance in the
CPR data submitted by a Member), the LME
will escalate its concerns with the relevant
Member as part of its CPR controls.

Part 2 of the LME Rulebook

12. PROVISION OF INFORMATION AND
OBLIGATIONS OF MEMBERS AND
PERSONS SUBJECT TO THE RULES

12.1 Each Member ... and each Person
Subject to the Rules shall provide the following

One respondent noted that the proposed
amendment to point (ii) of Regulation 12.1.4 of
Part 2 of the LME Rulebook would require a
Member to provide the LME with information
relating to any business of a client of a
Member’s affiliate in metals. That respondent
noted that some Members may have hundreds

In response to the respondent’s concerns,
Regulation 12.1.4 of Part 2 of the Rulebook is
amended so that the obligation of the Member
to provide information on any business in
metals of a client of a Member's affiliate is
limited to where that Member is in a direct
business relationship with the affiliate. The
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financial, trading and/or other relevant
information to the Exchange:

[.]

12.1.4 such further information in relation to
regulatory, compliance and market-
conduct related matters as may be
required by the Exchange. Without
limitation to the generality of the
foregoing, where the Exchange
deems it necessary, the information
required may include information
relating to ... (ii) any business of a
Client of a Member or client of a
Member’s affiliate in metals. Such
business in metals may include,
without limitation, “over-the-counter”
business in the trading, storage or
financing of metals.

of affiliates and have no relationship with most
of them and consequently have no power to
request information over those affiliates. Point
(ii) should be limited to those affiliates of a
Member that are financial counterparties and
with which the Member is in a direct business
relationship.

LME will not limit this obligation to affiliates
who are also financial entities under UK MiFID:

12.1.4 such further information in relation
to regulatory, compliance and market-
conduct related matters as may be
required by the Exchange. Without
limitation to the generality of the
foregoing, where the Exchange deems it
necessary, the information required may
include information relating to ... (ii) any
business of a Client of a Member or a
client of a Member’s affiliate, where that
Member is in a direct business
relationship with the affiliate, in metals.
Such business in metals may include,
without limitation, “over-the-counter”
business in the trading, storage or
financing of metals—;

12. PROVISION OF INFORMATION AND
OBLIGATIONS OF MEMBERS AND
PERSONS SUBJECT TO THE RULES

12.1 Each Member ... and each Person
Subject to the Rules shall provide the following
financial, trading and/or other relevant
information to the Exchange:

[.]

12.1.5 on a best-efforts basis, such further
information on regulatory, compliance
and market-conduct related matters
as the Exchange may deem

One respondent stated that Regulation 12.1.5
of Part 2 of the LME Rulebook put Members
under an obligation to provide information
regarding the ultimate beneficial owner of a
position they have no information on and to
bear the costs of providing such information.
The respondent was of the view that most
Members would only be able to provide
information in relation to their direct Client or a
person that has been a Client in the past. This
respondent recommended that Regulation
12.1.5 be limited so that (i) it only covered
persons that have been a Client of the Member
at any time during the past 5 years and (ii) the
level of effort required be downgraded from a

In response to the concerns raised in the
Consultation, Regulation 12.1.5 of Part 2 of the
Rulebook is amended so that the obligation of
a Member to provide information in relation to
the ultimate beneficial owner of a position,
where that person is neither a Client nor a
client of an affiliate, is on a “reasonable efforts”
basis and is no longer on a “best efforts” basis.

12.1.5 on a best reasonable efforts basis,
such further information on regulatory,
compliance  and market-conduct
related matters as the Exchange may
deem necessary relating to the ultimate
beneficial owner of a position where
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necessary relating to the ultimate
beneficial owner of a position where
that person is neither a Client nor a
client of an affiliate.

“best efforts” basis to a “reasonable efforts”
basis.

Another respondent asked the legal basis
justifying the LME proposing to include a
requirement to provide information on the
ultimate beneficial owner of a position.

that person is neither a Client nor a
client of an affiliate.

The LME will not limit this new obligation to
existing Clients of Members and/or those
persons who were direct Clients of a Member
at any time in the last 5 years given that these
amendments would negate the reason for
introducing Regulation 12.1.5 in the first place.

The LME is satisfied that Regulation 12.1.5 will
enable the LME to request information as far
down the contractual chain as possible in
order, notably, to enable it to maintain orderly
markets. The power of the LME to request
such information is notably justified under REC
2.15.3 G (1)(h) and MAR 10.3.3 R (2) (b).

12. PROVISION OF INFORMATION AND
OBLIGATIONS OF MEMBERS AND
PERSONS SUBJECT TO THE RULES

[...]
12.6 A Member shall:

[.]

(m) deal with the Exchange in an open and
cooperative manner .... A Member shall
ensure that its Clients and clients of
affiliates deal with the Exchange in an
open and cooperative manner;

One respondent noted in relation to Regulation
12.6 (m) of Part 2 of the Rulebook that the
proposed obligation was unrealistic: it required
the Member to ensure that persons and
entities, with whom the Member does not have
any relationship with, agreed to a level of
openness and cooperation with the LME which
were outside the Member’s control.

Another respondent made a similar comment
noting that Members may not have direct
contractual relationship with the clients of their
affiliates. The proposed obligation was unduly
broad and should instead be limited to (direct)
Clients of Members.

In view of the LME’s response to question 4 in
the Decision Notice (see above - under the
sub-section “Responsibilities of Members for
Clients’ breaches”), Regulation 12.6(m) is
amended to reflect the same approach as the
one which is taken in relation to Regulations
18.3, 20.3, 26.3 and 28.3 of Part 3 of the
Rulebook.

12.6 A Member shall:

[..]

(m) deal with the Exchange in an
open and cooperative manner .... A
Member shall_take reasonable measures
and reasonable steps to ensure that its
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Clients and clients of its affiliates deal with
the Exchange in an open and cooperative
manner;

12. PROVISION OF INFORMATION AND
OBLIGATIONS OF MEMBERS AND
PERSONS SUBJECT TO THE RULES

[.]

12.6.1 A Member or a Person Subject to the
Rules shall not act in a way that could
cause the Exchange to breach any
applicable law or regulation to which it
is subject. A Member is responsible for
ensuring that its Clients do not act in a
way that could cause the Exchange to
breach any applicable law or regulation
to which it is subject.

One respondent noted in relation to Regulation
12.6.1 of Part 2 of the LME Rulebook that the
new Rules made Members responsible for
“ensuring” that their Clients did not act in a way
that could cause the LME to breach any
applicable law or regulation to which it is
subject. The respondent noted that in practice,
it would be impossible for Members to ensure
this in many cases.

In view of the LME’s response in question 4 of
the Decision Notice (see above - under the
sub-section “Responsibilities of Members for
Clients’ breaches”), Regulation 12.6.1 is
amended to reflect the same approach as the
one which is taken by the LME in relation to
Regulations 18.3, 20.3, 26.3 and 28.3 of Part
3 of the Rulebook.

12.6.1 A Member or a Person Subject to the
Rules shall not act in a way that could cause
the Exchange to breach any applicable law or
regulation to which it is subject. A Member is
responsible-forensuring shall take reasonable
measures and reasonable steps to ensure that
its Clients do not act in a way that could cause
the Exchange to breach any applicable law or
regulation to which it is

21. Confidentiality

21.3 The Company may disclose any
Confidential Information which is
subject to the confidentiality obligations
in Regulation 21.1:

(r)  where a person holds positions across
more than one Member, to any or all

A few respondents objected to the proposed
new exceptions in Regulations 21.3 (r) and (s)
of Part 2 of the Rulebook allowing the LME to
share confidential client information between
Members, citing confidentiality obligations and
proportionality concerns.

One respondent asked if the LME would
consider sharing some potential scenarios of
the kind of Client confidential information the

The LME takes the protection of the
confidentiality of Member and Client
information very seriously.

As explained in the Consultation, the new
exceptions in Regulations 21.3 (r) and (s) of
Part 2 of the Rulebook will enable the LME, in
cases where a person holds positions across
more than one Member, to disclose
Confidential Information pertaining to that
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(s)

Members (as determined by the

Exchange in its sole discretion) which

hold a position for that person. The

Exchange may disclose Confidential

Information which in its opinion it deems

relevant for the purposes of:

(i) managing position(s), or

(i)  enforcing any Rule (and in
respect of a Person Subject to
the Rules, enforcing any Rule to
which it is subject to), or

(ii)  promoting or maintaining market
orderliness,

(iv) complying with its regulatory
obligations;

where a person has been deemed a

“Client of Concern” (under Regulation

12.10 of Part 2 of the Rules), to any or

all Members (as determined by the

Exchange in its sole discretion)

irrespective of whether those Members

hold a position for that Client at the time

of disclosure. The Exchange may

disclose Confidential Information which

in its opinion it deems relevant for the

purposes of:

(i) managing position(s), or

(i)  enforcing any Rule (and in
respect of a Person Subject to
the Rules, enforcing any Rule to
which it is subject to), or

(ii)  promoting or maintaining market
orderliness,

(iv) complying with its regulatory
obligations;

LME may consider sharing with other
Members and how the LME would manage
that process.

person to all Members (or a subset of
Members) which hold positions for that person.

This disclosure may happen where, in the
opinion of the LME, such disclosure is relevant
for the purposes of (i) managing positions (eg
where as a result of a person’s excessive
positions, the LME directs a Member not to
increase a position), (ii) enforcing any Rule (eg
those relating to Regulatory Position Limits or
Exemptions or the Lending Rules), (iii)
promoting or maintaining market orderliness or
(iv) complying with its regulatory obligations
including under the FCA'’s rules set outin MAR
10.

The LME notes that other peer venues have
adopted similar rules in relation to exceptions
to confidentiality.
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Part 3 of the LME Rulebook

17. Discretionary actions

[.]

17.4A The Special Committee may give a
direction to a Client (“Client A”) under
Trading Regulations 17.1 to 17.3 above
via one or more Members with whom
Client A has one or more Client
Contracts (each a “Relevant Member”
and the direction conveyed to Client A
via each Relevant Member the
“Relevant Direction”). In that case each
Relevant Member shall be responsible
and fully liable for ensuring that Client A
complies with the Relevant Direction,
and any failure to do so may be deemed
a breach of the Rules.

The same respondent who commented on
Regulation 12.6.1 of Part 2 (see above) made
the same comment as regards the use of the
words “ensuring” in Regulation 17.4A of Part 3
of the Rulebook.

The LME will not amend Regulation 17.4A of
Part 3 of the LME Rulebook. Compliance by
Member with a direction of the Special
Committee, including where the direction of
the Special Committee is to a Client of
Member, cannot be mitigated by the Member
by taking “reasonable measure and
reasonable steps to ensure” that its Client’s
complies with the direction. The Member must
comply with the direction of the Special
Committee.

29. Powers of the Exchange

[.]

29.5 The Exchange may give a direction to
a Client (“Client A”) under Trading
Regulation 29.2 via one or more
Members with whom Client A has one
or more Client Contracts (each a
‘Relevant Member” and the direction
conveyed to Client A via each Relevant
Member the “Relevant Direction”). In
that case each Relevant Member shall
be responsible and fully liable for
ensuring that Client A complies with the

Same challenge as above.

Please refer to the LME’s response above
which also applies to directions made by the
Exchange.
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Relevant Direction, and any failure to do
so may be deemed a breach of the
Rules.
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PART 1- DEFINITIONS AND GENERAL RULES

All text shown below is new and underlined.

DEFINITIONS

“Accountability Threshold”

“Critical Contract”

“Confidential Information”

“Exchange Position Limit”

3

‘Exemption”

“Exemption Ceiling” or “Ceiling”

“Exemption Holder”

“Person Subject to the Rules”

“Related Contract”

“Regulatory Position Limit” or “Limit”

a control the Exchange applies to positions
held in Critical Contracts, Related Contracts
and over-the-counter contracts in accordance
with the Rules as published from time to
time;

a Contract specified as such by the Exchange
in accordance with the Rules as published
from time to time:

has the meaning in Regulation 21 in Part 2 of
the Rules;

the maximum permitted position in a
Contract as set by the Exchange in
accordance with the Rules as published from
time to time;

an_exemption permitting a person to hold
positions in Critical Contracts and Related
Contracts in excess of a Regulatory Position
Limit and granted in accordance with the
Rules as published from time to time;

the maximum permitted position in a Critical
and Related Contract irrespective of whether
those positions benefit from an Exemption;

a person holding a valid Exemption:

a person who is not a Member and who has
agreed to be subject to the Rules:

a Contract specified as such by the Exchange
in accordance with the Rules as published
from time to time;

the maximum permitted position in a Critical
and Related Contract as set by the Exchange




in accordance with the Rules as published
from time to time;




Existing definitions below are amended. New text is underlined, deleted text is showed as strikethrough.
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"MiFID I1" the package of legislative measures comprising:

(a) Directive 2014/65/EU of the European Parliament
and of the Council of 15 May 2014 on markets in
financial instruments;

(b) Regulation (EU) No 600/2014 of the European
Parliament and of the Council of 15 May 2014 on
markets in financial instruments and amending EMIR;
and

(c) any delegated regulations made by the European
Commission thereunder including, without limitation,
the MiFID II (Indirect Clearing) Regulation, the MiEID

H—TFranspareney—RTES and the MiFID II Algorithmic
Trading RTS,

as from time to time amended,;
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[...]

[..]
2.4

2.5

2.5.1

GENERAL

Administrative Procedures shall be sent to such class or classes of Member or to one or
more Persons Subject to the Rules to whom they apply.

The Rules and Administrative Procedures shall be binding on all Members_and where
applicable on all Persons Subject to the Rules. Failure to comply with any of them or with
any decision of the Exchange or direction of the Exchange made pursuant to them shall
constitute a breach of the Rules for the purposes of disciplinary procedures.

The Rules and Administrative Procedures shall at all times be observed, interpreted and

2.5.2

given effect by Members and Persons Subject to the Rules in the manner most consistent
with the obligations of the Exchange under applicable laws and regulations, including its
duty to maintain and promote orderly markets.

Any delay in exercising any power conferred to the Exchange under the Rules shall not be

2.6

2.7

construed as a waiver by the Exchange of such power.

The Directors or Exchange may grant to a Member or where applicable a Person Subject
to the Rules;

(a) a waiver of; and/or
(b) a modification to

particular requirements of these Rules in such circumstances and subject to such conditions
as the Exchange may determine, provided that the Exchange is satisfied that:

(a) compliance with the relevant requirements would be unduly burdensome to the
Member;

(b)  the waiver or modification would not create unacceptable risks for the Exchange,
or the market generally;

(c) the waiver or modification is consistent with the regulatory obligations of the
Exchange, including the obligation to maintain orderly markets; and

(d) the waiver or modification would not result in unreasonable or inequitable
discrimination between Members.

Unless otherwise stated, all times in the Rules refer to London time.



PART 2
MEMBERSHIP, ENFORCEMENT AND DISCIPLINE

%
CONTENTS
Section
1. Admission to Membership
2. Membership of the LME Base Service
3. Membership of the LMEprecious Service
4. Common Eligibility Criteria
5. Applications for Membership
6. Change in Class or Category of Membership
7. Requirements of the Financial Services and Markets Act 2000
8. Change in Ownership of a Member
9. Designation of Members
10. Withdrawal from Membership
11. Committees
12. Provision of Information and Obligations of Members
13. Investigations Into Suspected Acts of Misconduct
14. Discipline
15. Disqualification and Expulsion
16. Forfeiture of Rights on Cessation of Membership
17. Disputes Between Members
18. Intellectual Property Rights
19. Financial OTC Booking Fee Policy
20. Restrictions on use of Lme Property or Systems for Non-Exchange
Contracts
21. Confidentiality
22. Fees & Incentive Programmes
23. Recording of Telephone Calls
24. Periodic OTC Position Reporting

Person Subject to the Rules
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PART 2 - MEMBERSHIP, ENFORCEMENT AND DISCIPLINE

New text is underlined, deleted text is showed as strikethrough.

[..]
10.
10.1

10.2

10.3

10.4

10.5

WITHDRAWAL FROM MEMBERSHIP

Subject to Regulation 10.2 to 10.7, a Member may at any time withdraw from Membership

N/ a a 0 ad ntormed ng Rra
V a a a

A Member desiring to withdraw from Membership must lodge a notice in writing to that
effect (a "resignation notice") with the team(s) at the Exchange with responsibility for
managing the process of admission to Membership. If the resignation notice is not received
by the team on or before the 30th day of November of the year in which the Member
intends their Membership to cease, the Member will be liable for payment of the
subscription for the following year.

A Member who gives the Exchange a resignation notice must provide the Exchange with
such information concerning the circumstances of the resignation as, in the opinion of the
Exchange, is necessary for the Exchange to determine whether:

(a)  toaccept the resignation;
(b)  to postpone the effective date of the resignation;

(©) without prejudice to the courses of action available to the Exchange under sub-
paragraphs (a) and (b) above, any other measures should be taken by the Exchange
before or after the resignation takes effect.

The Exchange may, in its absolute discretion, refuse to accept a resignation notice given
by a Member or may postpone the effective date if it considers it necessary for the
protection of Clients, or otherwise in the interests of the market.

A Member who ceases to be a Member by virtue of Regulations 10 or 15 (a "Former
Member") shall remain subject to the Rules and to the jurisdiction of the Exchange

=) i cty O Cl i = O O O vine arrc—prov O O

infermation;-in respect of acts and omissions while they were a Member and in respect of
any investigation or disciplinary proceedings relating thereto (including the payment of
any fine or application of any other sanction imposed) as if they were a Member, for the
longer of:

(a) the period of six years from the date on which they ceased to be a Member; or

(b) the period during which any disciplinary proceedings continue against them, being
proceedings started by the Exchange no later than twelve-menths six years after the
date on which they ceased to be a Member, subject to any extension of the period
under Regulation 10.7; or



10.6

10.7

[..]
12

12.1

12.1.1

12.1.2

12.1.3

12.14

12.1.5

(©) the period until such time as all their obligations under any Contract entered into
by such Member prior to them ceasing to be a Member shall have been discharged.

Disciplinary proceedings following a Member's resignation may be started by giving notice
to the Former Member of an investigation no later than twehbre-menths six years after the
date on which they ceased to be a Member.

In the event that a Disciplinary Committee concludes that there are, or may be additional
matters which should be investigated and in respect of which disciplinary proceedings may
be taken, the period referred to in Regulation 10.5 shall be extended until such time as such
additional disciplinary proceedings are completed (including the payment of any fine or
application of any other sanction imposed).

PROVISION OF INFORMATION AND OBLIGATIONS OF MEMBERS AND
PERSONS SUBJECT TO THE RULES

Each Member (other than Category 5 and Honorary Members) and each Person Subject to
the Rules shall provide the following financial, trading and/or other relevant information
to the Exchange:

in relation to Category 1, Category 2, Category 3 and Category 4 Members, LMEprecious
Clearing Members and LMEprecious Individual Clearing Members, and Registered
Intermediating Broker Members annual audited accounts (including balance sheet, profit
and loss account and cash flow statement) within four months of the end of its financial
year and those of its ultimate Parent Undertaking (if any) as soon as they are sent to any
person entitled to receive them; and

in relation to Category 4 Members, LMEprecious Non-Clearing Members and Registered
Intermediating Brokers, the annual statement of capital issued by an independent external
auditor, within two weeks of receipt by the Member of the finalised statement; and

such further information in relation to commercial matters as may be required by the

Exchange generally or in any specific case; and

such further information in relation to regulatory, compliance and market-conduct related
matters as may be required by the Exchange. Without limitation to the generality of the
foregoing, where the Exchange deems it necessary, the information required may include
information relating to (i) any business in metals of a Member or a Person Subject to the
Rules or any of a Member’s affiliates or Person Subject to the Rules’ affiliates, whether
that information relates to the business of the Member or the Person Subject to the Rules
or of any affiliate; and/or (ii) any business of a Client of a Member, or client of a Member’s
affiliate where that Member is in a direct business relationship with the affiliate, in metals.
Such business in metals may include, without limitation, “over-the-counter” business in
the trading, storage or financing of metals;

on a reasonable efforts basis, such further information on regulatory, compliance and

market-conduct related matters as the Exchange may deem necessary relating to the
ultimate beneficial owner of a position where that person is neither a Client nor a client of
an affiliate.




12.2  The Exchange in relation to commercial, operational, regulatory and/or compliance matters
may request trading or other information regarding any Clearing Member from the
Clearing House and the Clearing House shall provide the same.

12.3  The Exchange in relation to commercial, operational, regulatory and/or compliance matters
shall be entitled at any time to inspect and take copies of the records, trading information,
books of account and other documentation, in whatsoever medium retained, of Members
(including, in whatsoever medium retained, any documentation maintained by or in the
possession of the Member for any other person) for the purpose of ensuring compliance
with the Rules. Where documentation of a Member is maintained for it by a third party, the
Member shall procure that access is provided to such documentation as if it were in the
possession of the Member.

12.4  Any person or persons whom the Exchange appoints to do so shall be entitled at any time
to attend at the premises of any Member for the purpose of inspecting any of the matters
referred to in Regulations 12.1 and 12.3 and the Member shall ensure that all cooperation
is afforded.

12.5 The Exchange and any person or persons appointed by the Exchange to do so may
cooperate with any governmental or international agencies, any investment exchanges, any
clearing houses and self-regulatory and other regulatory or enforcement organisations in
such manner as each of the Exchange or a person appointed by the Exchange thinks fit and
shall, in particular, be permitted to divulge to any of the aforesaid persons or bodies any
information for the time being in the possession of the Exchange regardingany Member's

finaneial-condition—ortradingactivity—inelading—any including without limitation any

information obtained pursuant to Regulations 12.1 to 12.4.

[...]
12.6 A Member shall:

(a) observe high standards of  integrity and fair dealing;

[..]

(m) deal with the Exchange in an open and cooperative manner and keep the Exchange
promptly informed of any matter concerning the Member which the Exchange
might reasonably expect to be disclosed to it. This duty of disclosure shall arise
as soon as the Member becomes aware, or has reasonable grounds for believing,
that such a matter has arisen or will arise. A Member shall take reasonable
measures and reasonable steps to ensure that its Clients and clients of its affiliates
deal with the Exchange in an open and cooperative manner;

[...]
()] be responsible for and remain liable for:

(1) any failure of a Dealer, Member Representative or member of staff to
comply with their obligations under the Rules; and

10



12.6.1

(i1) the failure of a Dealer or Member Representative to pay an automatic fine,
a fine or order for costs imposed by the Ring Disciplinary Committee, or
Disciplinary Committee that has not been overturned by an Appeal
Committee.

A Member or a Person Subject to the Rules shall not act in a way that could cause the

12.6.2

Exchange to breach any applicable law or regulation to which it is subject. A Member
shall take reasonable measures and reasonable steps to ensure that its Clients do not act
in a way that could cause the Exchange to breach any applicable law or regulation to
which it is subject.

A Person Subject to the Rules shall:

(a) observe high standards of market conduct and have regard to the standards and
guidance as provided by the FCA (or equivalent bodies) and industry bodies;

(b) ensure its internal record-keeping is appropriate and adequate;

(¢) deal with the Exchange in an open and cooperative manner and keep the Exchange
promptly informed of any matter concerning it which the Exchange might
reasonably expect to be disclosed to it. This duty of disclosure shall arise as soon
as the Person Subject to the Rules becomes aware or has reasonable grounds for
believing that such a matter has arisen or will arise;

(d) be responsible for and remain liable for:

(1) any failure of a member of staff to comply with their obligations under the
applicable Rules; and

(i1)  paying any applicable financial penalty, fine or order for costs.

12.7 No Member shall:

12.8

12.9

(a) manipulate or attempt to manipulate the market or any prices, indices or
benchmarks set or otherwise published by the Exchange;

(b) engage in or attempt to engage in insider dealing;
(c) create or attempt to create a disorderly market;

(d) enter an order in LME Select where the Member has beforehand engaged in Pre-
Trade Communications except as permitted in Regulation 2.2A of Part 3 of these
Rules; or

(e) knowingly facilitate, fail to take reasonable steps to prevent or assist its Clients, or
any other person, to do any of (a) to (d) above.

Person Subject to the Rules are subject to Regulation 12.7 (a) to (c) and (e) above.

Where applicable under Regulation 7.5, a Member shall provide to the Exchange a legal
opinion that satisfies the requirements of that Regulation, which shall be updated at such
frequency as may be required pursuant to that Regulation.

Subject to Regulation 12.6(j) above, Members must notify the Exchange, as applicable:

11



(a) on entering into a client relationship with any Client meeting the classification of
"retail client", and prior to entering into or (in the case of RIBs) arranging a
Contract on behalf of such Client; or

(b) prior to re-categorising an existing Client that is either a "professional client" or
"eligible counterparty" as a retail client, where the terms "retail client",
"professional client" and "eligible counterparty" appear they shall have the same
meanings ascribed to them in MiFID II.

Client of Concern

12.10. In the circumstances described #Regulation12+0-+ below, the Exchange may determine
that any person is a Client of Concern and take any of the actions described in Regulation
12.10.21. The circumstances are that the Exchange suspects that a Client or any member
of its Group or any other person who is a direct or indirect client of a Member whether in
respect of Contracts or Applicable OTC Contracts or otherwise (such person being a
“Client of Concern”):

(a) is, or has been, involved in conduct that involves:

(i)  the manipulation or attempted manipulation of the market or any prices,
indices or benchmarks set or otherwise published by the Exchange, or

(1) theereation-orattempted-ereation-of a-disorderly-market; any intentional or

unintentional acts or omissions that have disrupted or may disrupt the
orderliness of the market, or

(i1i1) a failure to comply with any direction made by the Exchange or the Special
Committee, or

(iv) acting in a way that could cause the Exchange to breach any applicable law
or regulation to which it is subject or engaging in conduct which has
brought or may be likely to bring the Exchange or any of its markets into

disrepute, or

(v) the provision to the Exchange of information which is false, misleading,
incomplete, inaccurate, late or the refusal to provide information to the

Exchange, or

(vi) holding positions across one or more Members, the total of which is in
excess of a Regulatory Position Limit or an Exchange Position Limit, or

(vil) holding positions across one or more Members, the total of which is in
excess of any other cap, level, ceiling or threshold set out elsewhere in any
other Rule;

(b) is, or has been, in breach of any Sanctions; or

(c) is, or has been in breach of any applicable law or regulation relevant to the use by
such person of any facilities of the Exchange or the entry into, or performance of,
any Contracts or Applicable OTC Contracts and/or the use, holding of, or
transactions in, any metal that is an LME-listed brand of metal; or

12



(d)
(e)

12.10.2 1

12.10.3 2

12.10.3

is assisting or has assisted any other person to do any of (a), (b) or (c) above; or

fails to co-operate with any Investigation by the Exchange into whether such Client
of Concern or member of its Group is, or has been, involved in any conduct of the
nature described in (a) to (d) above (including through any failure to promptly
provide any relevant information requested by the Exchange in connection with
such Investigation).

Without prejudice to any other Rule, Fthe Exchange may direct any Member; or all
Members; to take such action as the Exchange may direct in order to mitigate the
potential impact of such Client of Concern on the Exchange and/or the market for
metals listed on the Exchange. Such action may include, but is not limited to:

(a) providing to the Exchange any relevant information regarding the Client of
Concern that the Exchange may request, in connection with any investigation by
the Exchange and/or any regulatory authority into any matters described in
Regulation 12.10.4;

(b) requiring the Member to obtain the prior agreement of the Exchange to the
agreement of any Agreed Trade and/or Contract or Applicable OTC Contract
with or for the Client of Concern;

(¢) ceasing to effect Cleared Contracts and/or Client Contracts and/or Applicable
OTC Contracts with or for the Client of Concern; or

(d) reducing Client Contract positions or Applicable OTC Contract positions with
the Client of Concern, not increasing or trading out of such positions altogether.

When exercising its powers under Regulation 12.10.1, the Exchange:

(2)

n ’ on °s a a
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ECA-andany-other relevant regulatory-autherity: may disclose any Confidential
Information regarding a Client of Concern in accordance with the Rules, as
required under any applicable law or regulation or to any regulator that has
responsibility for regulating the Client of Concern; and/or

(b) may take into account the conduct, behaviour and/or other relevant
circumstances of any person that the Exchange considers may be connected to,
or may have a material ability to affect, the activities of the Client of Concern in
connection with any of the facilities of the Exchange or the entry into, or
performance of any Contracts or Applicable OTC Contracts and/or the use,
holding of, or transactions in, any metal that is an LME-listed brand of metal.

Nothing in this Regulation 12.10, 12.10.1 and 12.10.2 of Part 2 of the Rules shall be

13.

construed to limit the powers of the Exchange or the Special Committee set out in any
other Rule.

INVESTIGATIONS INTO SUSPECTED ACTS OF MISCONDUCT

13



13.1

13.2

13.3

13.4

In accordance with this Regulation 13, the Exchange may conduct an Investigation or
appoint a suitable person to conduct an Investigation, where it considers, in its absolute
discretion, there to be good reason to suspect that one or more Acts of Misconduct may
have occurred.

An Act of Misconduct is:

(a) any violation or attempted violation of the Rules by a Member, Dealer, Member
Representative, LME Select Participant and/or a Person Subject to the Rules or
participation in conduct by a third party which would be a violation or attempted
violation of the Rules if that third party were subject to the Rules;

(b) a failure to pay an automatic penalty charge, a fixed penalty fine or a fine or order
for costs by a Member, Dealer, Member Representative, LME Select Participant
and/or a Person Subject to the Rules imposed by a Disciplinary Committee that has
not been overturned by an Appeal Committee;

(©) in the case of a Dealer or Member Representative, failure to pay an automatic fine
or fine, or order for costs imposed by the Ring Disciplinary Committee, or
Disciplinary Committee that has not been overturned by an Appeal Committee;

(d) a Serious Offence committed by a Dealer or Member Representative;
(e) an LME Select Offence committed by an LME Select Participant;

63 conduct which has brought or may be likely to bring the Exchange or any of its
markets into disrepute;

(g) provision to the Exchange of any information (including information for the
purpose of obtaining Membership) which is false, misleading, e+ inaccurate,
incomplete or not provided on a timely basis;

(h) ceasing to meet eligibility criteria for Membership as set out in Regulations 1 to 4
without notifying the Exchange;

(1) a failure to comply with any steps taken or any direction ef given by the Exchange
or the Special Committee as—te_including the apportionment of liability for the
registration fee pursuant to the LME’s complaints procedure and any other matter
of which the Exchange may, from time to time, publish by way of Notice; and

() any other matter of which the Exchange may, from time to time, publish by way of
Notice.

The Exchange shall issue a written Notice of Investigation (Nol) notifying the Member
and, where relevant, the Dealer, Member Representative, er an LME Select Participant; or
the Person Subject to the Rules that it has commenced an Investigation. The Nol shall be
addressed to the Compliance Officer of the Member and, whererelevantte the Dealer, o
the Member Representative; or the Person Subject to the Rules and shall contain a brief
description of the matter under Investigation.

The Exchange may, in its absolute discretion, expand the scope of an Investigation if it
considers it appropriate to do so. The Exchange shall notify the Member and, where

14



13.5

13.6

13.7

relevant; the Dealer, e-Member Representative or the Person Subject to the Rules in
writing that the scope of the Investigation has been expanded.

In the course of conducting an Investigation, the Exchange may appoint any external
advisors and / or expert witnesses as it deems fit. Any external adviser or expert witness
appointed by the Exchange shall be required to treat all information obtained in the course
of the Investigation as confidential and will not disclose this information to any other party
(other than the Exchange) unless compelled to do so by law or regulation, or unless the
external advisor or expert witness has the Exchange’s prior written consent to disclose the
information to another party.

Members, Dealers, and Member Representatives and Persons Subject to the Rules shall
co-operate fully with all Investigations conducted by the Exchange (whether or not the
Member, Dealer, ¥ Member Representative or Persons Subject to the Rules is the subject
of the Investigation). In particular, and without limitation, a Member (and so far as it is
applicable, a Dealer and a Member Representative) and a Person Subject to the Rules shall:

(a) act in an open and co-operative manner, be honest and truthful and not mislead or
attempt to mislead the Exchange or conceal or omit any matter that is relevant, or
is likely to be relevant, to the Investigation;

(b) provide full and complete responses to all requests for information made by the
Exchange, including information relating to business conducted by, or_in the case
of a Member, Dealer or Member Representative on behalf of; Clients, and to
provide all documents and records that the Exchange considers relevant to the
purposes of the Investigation unless such information, documents or records are
legally privileged or otherwise legally protected from disclosure;

(c) comply with timelines set by the Exchange for responding to requests for
information and / or for providing requested documents and records. Such timelines
may be extended upon the agreement of the Exchange, which will be granted if the
Exchange, in its absolute discretion, deems it reasonable to grant such an extension;

(d) make available for interview such of their officers, employees, contractors or agents
treluding Member Representatives;-and-Dealers) as may be reasonably requested
in order that they may answer questions and explain any matter that the Exchange
considers relevant to the Investigation. All interviews shall be recorded, either by
hand or electronically;

(e) Comply fully with their obligation to provide information in accordance with
Regulation 12; and

® permit those persons appointed by the Exchange to conduct, or assist in conducting,
the Investigation, to attend at any time the premises of any Member or Person
Subject to the Rules for the purpose of inspecting any systems, documents and
records that the Exchange considers relevant for the purposes of the Investigation.

The Exchange may refer the conduct of a Member, Dealer, Member Representative, Person
Subject to the Rules or any other person that has been considered during the Investigation
to the FCA or other appropriate authorities pursuant to Regulation 12.10.3.
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13.8

14.
14.-1

Where some or all of the findings of an Investigation may be of relevance to the market in
general, the Exchange may publish such findings as it deems appropriate.

DISCIPLINE

Regulation 14 and the Rules contained therein shall apply to any Member, Dealer Member

Representative or Person Subject to the Rules. For the purposes of applying these Rules to
a Person Subject to the Rules, for “Member” substitute “Person Subject to the Rules” and
omit all references to “Dealer” and “Member Representative”. The Regulations pertaining
to Ring Appeal Proceedings in Regulation 14 shall not apply to a Person Subject to the
Rules.

Outcomes of an Investigation

14.1

[..]
21.

21.1

21.2

The Exchange may at the conclusion of an Investigation take one of the following courses
of action:

(a) take no further action. In such circumstances, the Exchange shall notify the
Member, Dealer or Member Representative or any other person concerned in
writing;

(b) issue a Private Warning in accordance with Regulations 14.2 to 14.5;
(c) impose a Fixed Penalty in accordance with Regulations 14.6 to 14.8; or

(d) refer the matter to the Enforcement Committee in accordance with Regulation 14.9
to 14.11.

CONFIDENTIALITY

Subject to Regulation 21.23, the Company shall treat-as—eenfidential not disclose any
Confidential ﬂnformatlon recelved from a Member %ha%eeﬁeems—th%b&smess—aﬂd—aﬂa&s
3 : : , a Client, a

Person Subject to the Rules and/or any other person.

For the purposes of Regulation 21.1, “Confidential Information” means information

21.23

which relates to the business or other affairs of a Member, Client, Person Subject to the
Rules or any other person (including but without limitation any information relating to
any Contract or over-the-counter contract).

The Company may disclose any Confidential ilnformation which is subject to the
confidentiality obligations in Regulation 21.1:

(a) to any regulator that has responsibility for regulating the Exchange or the Clearing
House;

(b) to:

(1) any internationally recognised exchange;
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(©)

(d)

(e)
()

(2

(h)

(1)

@)
(k)

(1))  an industry body for exchanges, or that otherwise has a role in derivative
market surveillance; or

(ii1))  a member of such an industry body that has requested such information in
accordance with the operating rules of such body governing the exchange
of information between members in connection with market surveillance,

in each case, for the purposes of: (A) ensuring the effective surveillance of the
Exchange’s markets; and/or (B) aiding such exchange, industry body or
requesting member with the effective surveillance of markets, when involved in
monitoring such markets for market abuse;

to any regulator that has responsibility for regulating the Member or the Person
Subject to the Rules;

to the Clearing House, to the extent that:

(1)  such information is relevant to the performance by the Clearing House of
its functions under its own rules or terms of service, or its obligations under
applicable law, or its contractual obligations to the Company; or

(i1)  such information is relevant to the performance by the Company of its
functions under the Rules or terms of service, or its obligations under
applicable law, or its contractual obligations to the Clearing House;

to the Member or the Person Subject to the Rules itself;

where the Company acquires or develops the information independently of any
information or document provided by the Member or the Person Subject to the
Rules;

to any member of the Company's group, or to any employees, officers, consultants,
professional advisers or agents of any of them, in connection with the operation of
the Exchange, risk management processes or for the purposes of internal group
control or accounting, subject to appropriate confidentiality requirements;

to any other Member for the purposes of a potential transfer of a Contract to such
Member in accordance with the Rules;

to third parties appointed or engaged by the Company, e a Member or a Person
Subject to the Rules in connection with the operation of the Company's complaint-
handling or discipline processes, where and to the extent that such third parties
reasonably need to receive such information in order to discharge their functions
in support of such processes;

with the consent of the Member or the Person Subject to the Rules;

to potential acquirers (and their advisers) of the Company or an holding company
of the Company or of the businesses of the Company, provided that each such
potential acquirer has entered into a confidentiality undertaking with respect
thereto;
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(D

(m)

(n)

(0)

(p)

(q)

(t)

in a document in relation to a takeover offer conducted under the rules of The Panel
on Takeovers and Mergers or any equivalent body in any other relevant jurisdiction;

if and to the extent the information was in the public domain at the time it was
disclosed or has come into the public domain through no fault of the Company;

to the Company's insurer(s), provided that any such insurer has entered into a
confidentiality undertaking with respect thereto;

where necessary for the discharge of the Company's obligations under applicable
law;

where the Company considers it appropriate to disclose such information for the
purpose of discharging the Company's obligations under the Rules having due
regard to the confidential nature of the information, and taking reasonable care to
ensure that the recipient of such information is aware of its confidential nature; o¢

where and to the extent that such disclosure is necessary or permitted pursuant to
any other Regulation or Administrative Procedure, including for the avoidance of
doubt, any Regulation permitting the Company to issue Notices in respect of a
Member; ; or

where a person holds positions across more than one Member, to any or all
Members (as determined by the Exchange in its sole discretion) which hold a
position for that person. The Exchange may disclose Confidential Information
which in its opinion it deems relevant for the purposes of:

(1) managing position(s), or

(i1) enforcing any Rule (and in respect of a Person Subject to the Rules,
enforcing any Rule to which it is subject to), or

(iil) promoting or maintaining market orderliness,

(iv) complying with its regulatory obligations;

where a person has been deemed a “Client of Concern” (under Regulation 12.10 of
Part 2 of the Rules), to any or all Members (as determined by the Exchange in its
sole discretion) irrespective of whether those Members hold a position for that
Client at the time of disclosure. The Exchange may disclose Confidential
Information which in its opinion it deems relevant for the purposes of:

(i) managing position(s), or

(ii)) enforcing any Rule (and in respect of a Person Subject to the Rules,
enforcing any Rule to which it is subject to), or

(iii) promoting or maintaining market orderliness,

(iv) complying with its regulatory obligations:

if it is in the form of a summary or collection of information so framed that it is not
possible to ascertain from it information relating to any person:
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24.

24.1

and for the avoidance of doubt, nothing in this Regulation 21 shall prevent the Company
from providing LME Data to any third party in accordance with Regulation 18.4 above
where and to the extent that any such LME Data that is provided to a third party in respect
of a Member is anonymised and/or aggregated with LME Data in respect of other
Members.

Subject to Regulation 21.5, each Member and each Person Subject to the Rules shall treat
as confidential all information concerning the business and—or other affairs of the
Company.

A Member and a Person Subject to the Rules may disclose any information which is
subject to the confidentiality obligations in Regulation 21.4:-

(a) to any regulator that has responsibility for regulating the Member or the Person
Subject to the Rules where required to do so pursuant to any direction, rule or
requirement of the regulator or by applicable law;

(b) to the Company itself;

(c) where the Member or the Person Subject to the Rules develops the information
independently of any information or document provided by the Company;

(d) to the Member's group or to the Person Subject to the Rules’ group, or to
employees, officers, consultants, professional advisers or agents of the Member
or the Person Subject to the Rules or its group solely to the extent that such
persons need to receive such information in order to assist the Member or the
Person Subject to the Rules in properly performing its obligations or exercising
its rights under these Rules, and subject, in all cases to their agreement to treat
such information as strictly confidential,

(e) with the consent of the Company;

® if and to the extent the information has come into the public domain through no
fault of the Member or the Person Subject to the Rules;

(g)  where necessary for the discharge of the Member's obligations or the Person
Subject to the Rules’ obligations under applicable law; or

(h) where the Member or the Person Subject to the Rules considers it appropriate to
disclose such information for the purpose of discharging the—Member's its
obligations under the Rules, having due regard to the confidential nature of the
information, and taking reasonable care to ensure that the recipient of such
information is aware of its confidential nature.

PERIODIC OTC POSITION REPORTING

Each Member shall provide to the Exchange, on a weekly basis (or such other frequency
may be specified by the Exchange pursuant to Regulation 24.2):

(a) such information in respect of positions under over-the-counter contracts;
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24.2

25.1

(b) in respect of such metal(s);
(c) at such times; and
(d) in such format,

as in each case shall be specified by Notice, and which in the opinion of the Exchange
could be important for its monitoring and ongoing operation of a fair and orderly market.
For the avoidance of doubt, such information may include information regarding the
over-the-counter positions of the Member and/or its affiliates and/or its clients.

The Exchange may, in its discretion, by Notice and with such advance notice as is
practicable in the circumstances:

(a) dis-apply the reporting requirement under Regulation 24.1 from any metal or,
include any additional metal(s) to such reporting requirement; and/or

(b) modify the reporting thresholds for any metal; and/or

(c) modify the reporting format; and/or
(d) modify the reporting frequencies or timescales for submission of the
information.

PERSON SUBJECT TO THE RULES

A Person Subject to the Rules shall comply with the Regulations in Parts 1, 2 and 3 of the

25.2

Rules where they apply to it.

Notwithstanding Regulation 25.1 above and for the avoidance of doubt, a Person Subject

25.3

to the Rules shall be deemed to remain a Client for the purposes of the Rules. In respect of
the Rules on Regulatory Position Limits and positions management controls, Members
shall remain responsible and liable for ensuring that positions held by them for their Clients
comply with such Rules including where such Client is a Person Subject to the Rules.

A person which has ceased to be a Person Subject to the Rules shall remain subject to the

Rules and to the jurisdiction of the Exchange in respect of acts and omissions while it was
a Person Subject to the Rules and in respect of any investigation or disciplinary
proceedings relating thereto (including the payment of any fine or application of any other
sanction imposed) as if they were a Person Subject to the Rules, for the longer of:

(a) the period of six years from the date on which they ceased to be a Person Subject
to the Rules; or

(b)  the period during which any disciplinary proceedings continue against them subject
to any extension of such period under Regulation 25.5. Any such disciplinary
proceedings are those started by the Exchange (i) before the date on which the
Client ceased to be a Person Subject to the Rules, or (i1) no later than six years after
the date on which the Client ceased to be a Person Subject to the Rules.
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25.4 Disciplinary proceedings against a person that has ceased to be a Person Subject to the
Rules may be started by giving it notice of an investigation no later than six years after the
date on which it ceased to be a Person Subject to the Rules.

25.5 In the event that a Disciplinary Committee concludes that there are, or may be additional
matters which should be investigated and in respect of which disciplinary proceedings may
be taken, the period referred to in Regulation 25.3 (b) shall be extended until such time as
such additional disciplinary proceedings are completed (including the payment of any fine
or application of any other sanction imposed).

21



TRADING REGULATIONS
%
CONTENTS
Section
1. General
2. Permitted Contracts and Contract Formation
3. The Matching System and Recording of Trades
4. Price Information
5. Settlement Prices and other Official Prices
6. Closing Prices and Margin
7. Payment System
8. Prompt Dates
9. Settlement of Contracts
10. Delivery - General
11. Dealings in the Ring
12. Dealings on LME select
13. Trade Invalidation and Cancellation
14. Prohibited Practices
15. When the Clearing House May Set Prices
16. Who may trade in the Ring or on LME select
17. Discretionary Actions, External Events and Emergencies
18. Lending Rules
19. Liability
20. Exchange Position Limits
21. Conformance Testing, Algorithmic Trading and Market Making
22. Order Cancellation and Controls
23. Transaction Reporting
24. Backwardation Cap and Delivery Deferral Powers for Physically
Deliverable Tom-Next Contracts
25. Daily position reporting
26 Regulatory position limits

PART 3

Page



Exemptions and Exemption Ceilings

Accountability Thresholds

Powers of the Exchange

23



PART 3 - TRADING REGULATIONS

New text is underlined, deleted text is showed as strikethrough.

[.]
2.2
22.1

222

223

Contract Formation

The basis on which Contracts shall be formed shall be as set out in this Trading
Regulation 2.

Agreed Trades may be made:
(a) in the Ring; or
(b) in LME Select; or
(c) in the inter-office market,

(and each of (a), (b) and (c) shall be an "Execution Venue"), subject to any restrictions
regarding the permissible trading venues for any type of Contract specified in these
Rules.

An Agreed Trade shall constitute: {a) the agreement of the terms of a transaction for the
purpose of enabling Contracts to be formed between each Clearing Member that is:

H(a) party to the Agreed Trade; or
aix(b) responsible for the clearing of the Agreed Trade,

and the Clearing House, subject to and in accordance with the Acceptance Criteria of
the Clearing House.:-o

An Agreed Trade shall not itself constitute a binding contractual agreement between the
parties to the Agreed Trade (whether as a Cleared Contract or otherwise) unless and to
the extent otherwise specified in these Rules.
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2.5
2.5.1

252

Execution of trades in the inter-office market

Where an Agreed Trade is made in the inter-office market, otherwise than when it is
made by a Registered Intermediating Broker, the following process shall apply.

(a) Upon the agreement of an Agreed Trade in the inter-office market, the parties to
the Agreed Trade shall become bound to a Contingent Agreement to Trade.

(b) The obligations of the parties to the Contingent Agreement to Trade shall be as
specified in Trading Regulation 2.10 below.

(c) Subjeet{where-applicableto(e)abeve)rtThe Agreed Trade shall, provided that
it satisfies the Acceptance Criteria, be Executed at the time that the Matching

System confirms that the Agreed Trade is matched and that all Pre-Execution
Checks are satisfied (and such time shall be the Execution Time).

fe)(d) At the Execution Time:

(1) Cleared Contracts shall be automatically and immediately formed
between the Clearing House and each Member that is party to, or
responsible for the clearing of, the Agreed Trade, subject to and in
accordance with the Clearing House Rules; and

(i1) the Contingent Agreement to Trade shall be discharged.

Where an Agreed Trade is arranged in the inter-office market by a Registered
Intermediating Broker, the following process shall apply:

(a) The Registered Intermediating Broker shall act as agent for each of its Clients, for
the purposes of agreeing the Agreed Trade between such Clients.

(b) Upon agreement of the particulars of the Agreed Trade by each Client, the
Registered Intermediating Broker shall, using the Matching System RIB Screen,
submit such particulars to the Clearing Member nominated by each Client as being
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responsible for the clearing of the Contracts that will arise upon Execution of the
Agreed Trade.

(¢) Each such Clearing Member shall promptly review such particulars, and record
within the Matching System, within the timescales specified in Regulation 3.5
below, whether such Clearing Member approves the Agreed Trade.

te}(d) Upon confirmation within the Matching System that both Clearing Members (or,
where both Clients have appointed the same Clearing Member, the Clearing
Member) have approved the proposed Agreed Trade:,

Hrt provided that such Agreed
Trade satisfies the Acceptance Criteria, it shall be Executed at the time that
the Matching System confirms that the Agreed Trade is matched and that
all Pre-Execution Checks are satisfied (and such time shall be the Execution

Time).

H(e) At the Execution Time, Cleared Contracts shall be automatically and immediately
formed between the Clearing House and each Clearing Member that is party to, or
responsible for the clearing of, the Agreed Trade, subject to and in accordance with
the Clearing House Rules.
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3.5 Deadlines
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3.5.1 Each Member responsible for the input of an Agreed Trade and all relevant particulars
of the Agreed Trade into the Matching System (and, in (c¢) below, any Member
responsible for approving an Agreed Trade) must do so within the following timescales:

(a) where the Agreed Trade is made in LME Select, at the time of the input of the order
for the Agreed Trade in LME Select;

(b) where the Agreed Trade is made in the inter-office market (and has not been arranged
by a Registered Intermediating Broker):

(1) (except where (ii) below applies) within 10 minutes of the Contingent
Agreement to Trade in respect of the Agreed Trade having been agreed; or

(i1) where the Contingent Agreement to Trade in respect of the Agreed Trade is
agreed:

(1) during the last 10 minutes of the Opening Hours of the Matching
System; or

(2) outside the Opening Hours of the Matching System,

within such timeframe as is specified by the Exchange from time to time;
and

(c) where the Agreed Trade is made in the inter-office market and has been arranged by
a Registered Intermediating Broker:

(1) (except where (ii) below applies) the Registered Intermediating Broker
must input the particulars of the Agreed Trade into the Matching System for
approval by the Clearing Members within 10 minutes of the particulars of
the Agreed Trade having been agreed;

(i1)) where the particulars of the Agreed Trade are agreed:

(1) during the last 10 minutes of the Opening Hours of the Matching
System; or

(2) outside the Opening Hours of the Matching System; and

the Registered Intermediating Broker must input the particulars of the Agreed Trade
into the Matching System through the Matching System RIB Trade Entry Screen for
approval by the Clearing Members within such timeframe as is specified by the
Exchange from time to time; and
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17.
17.1

17.2

4 (ii1) the Clearing Member must approve or reject such Agreed Trade within
the Matching System, within 10 minutes of the input of such particulars
into the Matching System; and

(d) where the Agreed Trade is made in the Ring, within 10 minutes of the close of the
Ring trading-period in which the Agreed Trade was Executed.

Any failure by a Member to comply with this Regulation 3.5 shall be an act of
misconduct for the purposes of Regulation 14 of the Membership Regulations, and may
result in disciplinary action against the Member by the Exchange.

DISCRETIONARY ACTIONS, EXTERNAL EVENTS AND EMERGENCIES

In the event of the Special Committee or the Clearing House having cause to suspect the
existence or to anticipate the development or likely development of a corner or undesirable
situation or undesirable or improper trading practice which in their opinion has affected or
is likely to affect the market, the Special Committee after consultation with the Clearing
House may take such steps as in their absolute discretion they deem necessary to contain
or rectify the situation and they may give directions to one or several Members (including
on behalf of their relevant Client(s)) and/or Persons Subject to the Rules accordingly. Such
directions te-a-Member may include, but are not limited to:-

(a) trading out Client Contract positions with one or more particular Clients;

(b) trading out Cleared Contract positions or positions otherwise related to Cleared
Contracts; and

(c) reducing its net trading position:;

in each case, at such time, for such period of time, and in respect of in any such metal,
Contract, or position of any person as the Special Committee in its sole and absolute
discretion deems necessary or desirable.

For the avoidance of doubt, the Special Committee may exercise their powers in Trading
Regulation 17.1 regardless of whether any Regulatory Position Limit, Exemption Ceiling
or Exchange Position Limit has been breached, and/or of whether a valid Exemption is in
place, and/or of whether the Exchange has exercised any other power it has under the
Rules.

Without prejudice to the generality of this Trading Regulation, such steps may include the
suspension or halting or curtailment of trading for such period or for such Prompt Dates in
such metals or Contracts as may be specified or the direction that trading be limited to the
liquidation of open Contracts and deferral of settlement of some or all Contracts with
Prompt Dates in the current month or in the two succeeding months thereafter, subject to
such compensation (if any) as the Special Committee may determine being paid to sellers
or buyers.
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17.3

17.4

Any decision of the Special Committee pursuant to this Trading Regulation shall be
effective on the publication of an appropriate Notice by the Exchange or at the date stated
in the direction. and it shall thereafter be incumbent upon the Exchange to ensure that all
steps are taken to ensure that normal trading is resumed with the least delay.

The Special Committee may give a direction to a Client (“Client A”’) under Trading

17.4A

17.5

18.
18.1

18.2

18.3

18.4

18.5

Regulations 17.1 to 17.3 above via one or more Members with whom Client A has one or
more Client Contracts (each a “Relevant Member” and the direction conveyed to Client
A via each Relevant Member the “Relevant Direction”). In that case each Relevant
Member shall be responsible and fully liable for ensuring that Client A complies with the
Relevant Direction.

Any Member or Person Subject to the Rules contravening or failing to comply with any
direction or instruction issued under the provisions of Trading Regulations 17.1 to 17.3 4
above shall be liable to the same sanctions as if a breach of the Rules had been committed
by such Member or Person Subject to the Rules.

The Exchange may at its absolute discretion suspend or remove a Contract from trading,
including where the Exchange has determined that the Contract no longer complies with
the Rules or for any other reason.

[...]

LENDING RULES

The Lending Rules apply to any position in a Contract held by a Member, Client, Person
Subject to the Rules and any other person where the Exchange specifies so in the Policy
Relating to Position Management Arrangements or in any other Rule.

Members and Persons Subject to the Rules shall ensure that their positions held in a
Contract subject to the Lending Rules comply with the Lending Rules at all times and-shalt

Except as expressly permitted by the Rules, Members (each a “Relevant Member) shall
take reasonable measures and reasonable steps to ensure that, at all times, each position
held by each of their Clients (each a “Relevant Position”) in a Contract subject to the
Lending Rules comply with such Rules as if that Relevant Position was the Relevant
Member’s own position.

Where the Exchange has reasonable cause to suspect that a Client has failed or is likely to
fail to comply with the Lending Rules, the Exchange may give directions to one or more
Members with whom that Client has Client Contracts to take action designed to make the
same number of Lots available for borrowing in the market as would have been the case if
the Client were prepared to abide by the Lending Rules. Such directions to a Member may
include but are not limited to those set out in the Exchange’s Policy Relating to Position
Management Arrangements.

Compliance with the Lending Rules is subject to the powers of the Special Committee and
of the Exchange to take steps or give directions in relation to any position held by any
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19.

19.1

19.2

19.3

person under Frading Regulations 17 1+to- 17 3abeve-their respective powers as set out in
these Rules. Without prejudice to thegenerality-of Frading Regulations H7-+Hto173-above
these Rules, such steps or directions may include suspending, amending or supplementing
the Lending Rules for such period or in respect of such metals as the Special Committee
or the Exchange, in #s their absolute discretion, deems-necessary.

LIABILITY

Neither the Company nor any of its directors or other officers nor any of its employees nor
any member of any committee shall, except in the case of fraud, fraudulent
misrepresentation or wilful default, be under any liability whatsoever in contract, in tort
(including but not limited to negligence), or under any other theory of law to any Member,
Person Subject to the Rules or any other person in respect of the matters set out in Trading
Regulations 19.1, 19.2 and 19.3 below:

Any act or omission relating to duties, powers and/or authorities contained in the Articles
or the Rules including in relation to the following:-

(a)  the input of prices into the price reporting service or the setting and dissemination
of Closing Prices, Settlement Prices or other prices pursuant to the Rules;

(b)  the creation, calculation, publication or variation of a price;
(c) the approval or listing of any warehouse or the maintenance of any such listing;

(d) the listing or delisting of any producer or brand of metal or the maintenance of any
such listing;

(e)  the collection of information and publication of reports, including in relation to
levels of metal stocks represented by Warrants;

(f)  the initiation or enforcement of disciplinary or emergency procedures or the
exercise of any right to suspend access to any systems or facilities of the Exchange;

(g) the setting, modification, revocation, monitoring, enforcement or otherwise of a
Regulatory Position Limit or of any other position management control;

(h) the granting (or the refusal to grant), modification, revocation, monitoring,
enforcement or otherwise of an Exemption, an Exemption Ceiling and/or any
condition applicable to such Exemption; and

(g1) any other events not set out in (a) to (f h) above.

Any failure, malfunction, delay or other defect in or affecting any computer system,
including LME Select, screens, equipment, telephones or other communications media
or facilities used by the Exchange, its Members or others, whether at the Exchange or
otherwise.

Any Agreed Trade that is input into the Matching System by a Registered Intermediating
Broker and which is, for any reason, either (i) rejected; or (i1) not approved and/or
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Executed, including (but not limited to) any circumstance falling within Regulation 19.2
above.

19.4 Nothing in the Rules shall limit or exclude the liability of the Exchange for:

(a) death or personal injury as a result of the Exchange 's negligence; or

(b) any matter for which it would be unlawful under applicable law for the Exchange
to exclude or limit or to attempt to exclude or limit its liability.

19.5 Regulation 19.4 is without prejudice to the application of section 291 of FSMA (Liability
in relation to recognised body's regulatory functions).
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20.1

EXCHANGE POSITION LIMITS

The Exchange may impose an Exchange Position Limit on any Contract in accordance

20.2

with the Exchange’s Policy Relating to Position Management Arrangements or in
accordance with any other Rule as published from time to time. Exchange Position Limits
shall apply to any position in a Contract held by Members, Clients, Persons Subject to
the Rules and any other person where the Exchange specifies so.

Except as expressly permitted by the Rules, Members and Persons Subject to the Rules

20.3

shall ensure that their positions held in a Contract subject to an Exchange Position Limit
are less than or equal to any applicable Exchange Position Limit at all times. Members
and Persons Subject to the Rules shall also comply with all Rules pertaining to such
Exchange Position Limits at all times.

Except as expressly permitted by the Rules, Members (each a “Relevant Member”) shall

204

ensure that, at all times, each position held by them for each of their Clients (each a
“Relevant Position”) in a Contract subject to an Exchange Position Limit is less than or
equal to the Exchange Position Limit that would apply to that Relevant Position if that
Relevant Position was the Relevant Member’s own position. Relevant Members shall
also take reasonable measures and reasonable steps to ensure that a Client who has a
Relevant Position complies with all Rules that would apply to such Relevant Position if
that Relevant Position was the Relevant Member’s own position.

Compliance with an Exchange Position Limit is subject to the powers of the Special

[..]
24.

24.1

Committee and of the Exchange to take steps or give directions under their respective
powers as set out in these Rules. Without prejudice to these Rules, such steps or directions
may include suspending, amending or supplementing an Exchange Position Limit for
such period or in respect of such Contracts as the Special Committee or the Exchange, in
their absolute discretion, may deem necessary.

BACKWARDATION CAP AND DELIVERY DEFERRAL POWERS FOR
PHYSICALLY DELIVERABLE TOM-NEXT CONTRACTS

Backwardation Cap

Members and Persons Subject to the Rules shall be prohibited from placing, and-shal
proeure-that-any-orderrouting-Clients-shall net place; Cash Today to Cash Carry orders
(known as “Tom-next” orders) on any Execution Venue, at a price in excess of 1% (or
such other level as the Exchange may determine in its sole discretion and communicate
to the market by Notice from time to time), of the Cash Official Price for the previous
Business Day for the relevant Tom-next Contract (the “Backwardation Cap”). Members
shall take reasonable measures and reasonable steps to ensure that their Clients comply
with the Backwardation Cap including where Clients are using the order-routing facilities
of the LME Select API to place their orders.
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24.2

243

24.4

24.5

[...]

Where the Exchange considers it necessary or otherwise prudent to amend the
Backwardation Cap, the Exchange shall use reasonable efforts to provide five (5)
Business Days’ notice of any change to the level at which the Backwardation Cap is set,
subject that the Exchange shall have the right to implement changes on such shorter notice
as it determines, in its sole discretion, to be necessary in the relevant circumstances.

In the event that a Member, Client and/or a Person Subject to the Rules has borrowed
above the applicable Backwardation Cap, the berrewing relevant Member and/or Person
Subject to the Rules must take all reasonable steps to notify the Exchange as soon as
possible during the same Business Day in which the Contract has been Executed, by
contacting the Exchange.

Where a Member, Client and/or a Person Subject to the Rules has borrowed at a price
above the Backwardation Cap, the Exchange may price adjust the relevant Contract to
the Backwardation Cap level. AH-Member counterparties to the price adjusted Agreed
Trade or Executed trade, as applicable, shall be issued with instructions by the Exchange
to reverse or cancel and re-book the Agreed Trade or Executed trade, as applicable, at the
adjusted price. In this regard, Members are reminded of their obligations under the LME
Rules to ensure the confidential treatment of counterparty information.

For the avoidance of doubt, where a Member, Client and/or a Person Subject to the Rules
has borrowed at a price above the Backwardation Cap, this shall constitute a breach of
the Rules by the relevant Member and/or the Person Subject to the Rules.

DAILY POSITION REPORTING

Members shall provide a daily position report to the Exchange in compliance with the

25.2

Exchange’s Policy Relating to Position Management Arrangements or in accordance with
any other Rule as published from time to time.

Members shall ensure that daily position reporting contain a complete breakdown of their

25.3

positions in Contracts as well as of the positions in Contracts of their Clients and of the
clients of those Clients until the end client is reached.

Members shall provide the identity of their Client and shall have arrangements with their

26.
26.1

Clients to ensure that such Clients provide the identity of each of their clients until the end-
client is reached.

REGULATORY POSITION LIMITS

The Exchange shall set Regulatory Position Limits in accordance with the Exchange’s

Policy Relating to Regulatory Position Limits and Exemptions or in accordance with any
other Rule as published from time to time. Regulatory Position Limits shall apply to all
positions in Critical Contracts and Related Contracts held by Members, Clients, Persons
Subject to the Rules and any other person.
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26.2

Except as expressly permitted by the Rules, Members and Persons Subject to the Rules

26.3

shall ensure that their positions in Critical and Related Contracts are less than or equal to
any applicable Regulatory Position Limit at all times. Members and Persons Subject to the
Rules shall also comply with all Rules pertaining to such Regulatory Position Limits at all
times.

Except as expressly permitted by the Rules, Members (each a “Relevant Member”) shall

26.4

ensure that, at all times, each position held by them for each of their Clients (each a
“Relevant Position”) in a Critical and Related Contract is less than or equal to the
Regulatory Position Limit that would apply to that Relevant Position if that Relevant
Position was the Relevant Member’s own position. Relevant Members shall take
reasonable measures and reasonable steps to ensure that a Client who has a Relevant
Position complies with all Rules that would apply to such Relevant Position if that Relevant
Position was the Relevant Member’s own position.

Compliance with a Regulatory Position Limit is subject to the powers of the Special

27.1

Committee and of the Exchange to take steps or give directions under their respective
powers as set out in these Rules. Without prejudice to these Rules, such steps or directions
may include suspending, amending or supplementing a Regulatory Position Limit for such
period or in respect of such Critical and Related Contract as the Special Committee or the
Exchange, in their absolute discretion, deem necessary.

EXEMPTIONS AND EXEMPTION CEILINGS

For the purposes of holding a position in a Critical and Related Contract in excess of a

27.2

Regulatory Position Limit, Members, Clients and Persons Subject to the Rules may apply
to the Exchange for an Exemption from a Regulatory Position Limit and for an Exemption

Exemption Holders shall ensure that their positions in a Critical and Related Contract do

27.3

not exceed their Exemption Ceiling and shall comply with all of the Rules pertaining to
and the conditions applicable to their Exemption and Exemption Ceiling at all times.

Without prejudice to any other Rule, the Exchange may revoke or modify any Exemption,

274

Exemption Ceiling and/or any condition applicable to such Exemption in accordance with
the Exchange’s Policy Relating to Regulatory Position Limits and Exemptions at any time
with immediate effect or with effect from such date as the Exchange may specify.

Without prejudice to Regulation 27.3 above, compliance with an Exemption and/or an

Exemption Ceiling is subject to the powers of the Special Committee and of the Exchange
to take steps or give directions under their respective powers set out in these Rules.

ACCOUNTABILITY THRESHOLDS

The Exchange shall set Accountability Thresholds in accordance with the Exchange’s

Policy Relating to Position Management Arrangements or in accordance with any other
Rule as published from time to time. Accountability Thresholds shall apply to positions in
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28.2

Critical Contracts, Related Contracts and over-the-counter contracts held by Members,
Clients, Persons Subject to the Rules and any other person.

For the avoidance of doubt, a Member, Client Person Subject to the Rules and/or any other

28.3

person may hold positions in Critical Contracts, Related Contracts and over-the-counter
contracts in excess of an Accountability Threshold. The Exchange or the Special
Committee may exercise their respective powers under the Rules and give any such
directions to Members and/or Persons Subject to the Rules in relation to any position held
by any person as they deem appropriate.

Except as expressly permitted by the Rules, Members (each a “Relevant Member”) shall

29.1

ensure that, at all times, each position held by them for each of their Clients (each a
“Relevant Position”) in a Critical and Related Contract shall be monitored against the
Accountability Thresholds as if those positions were the Member’s own positions.
Members shall take reasonable measures and reasonable steps to ensure that Clients
respond to any information request made or any direction given by the Exchange or the
Special Committee.

POWERS OF THE EXCHANGE

Without prejudice to any other Rule, if at any time the Exchange:

29.2

(a) considers it necessary or desirable, in its sole and absolute discretion, to maintain
market orderliness or otherwise comply with its regulatory obligations; and/or

(b)  has cause to suspect a failure by any person to comply with any Rule pertaining to
a Regulatory Position Limit, Exemption, Exemption Ceiling or any Rule set out in
the Exchange’s Policy Relating to Position Management Arrangements; and/or

(©) has cause to suspect the existence or to anticipate the development or likely
development of a corner or undesirable situation or undesirable or improper trading
practice which in its opinion has affected or is likely to affect the market:

the Exchange may take such steps as it determines are necessary in its absolute discretion
to contain or rectify the situation and/or it may give directions to Members (including on
behalf of their relevant Client(s)) and Persons Subject to the Rules accordingly.

The steps and/or directions that the Exchange may take or give pursuant to Regulation 29.1

above may include but are not limited to:

(a) requiring a person not to increase a position; and/or

(b)  requiring a person to modify a position including reducing, terminating or
otherwise; and/or

(c) revoking or modifying any Exemption, Exemption Ceiling and/or any condition
applicable to such Exemption;

in each case, at such time, for such period of time, and in respect of in any such metal,
Contract, or position of any person as the Exchange in its sole and absolute discretion
deems necessary or desirable.
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29.3

For the avoidance of doubt, the Exchange may exercise its powers in Regulation 29.2

29.4

above regardless of whether any Regulatory Position Limit, Exemption Ceiling or
Exchange Position Limit has been breached, and/or of whether a valid Exemption is in
place, and/or of whether the Exchange or the Special Committee has exercised any other
power under the Rules.

Any Member or a Person Subject to the Rules contravening or failing to comply with any

29.5

step taken or direction given by the Exchange under Regulation 29.2 above shall have
committed a breach of the Rules.

The Exchange may give a direction to a Client (“Client A”) under Trading Regulation 29.2

29.6

via one or more Members with whom Client A has one or more Client Contracts (each a
“Relevant Member” and the direction conveyed to Client A via each Relevant Member
the “Relevant Direction”). In that case each Relevant Member shall be responsible and
fully liable for ensuring that Client A complies with the Relevant Direction, and any failure
to do so may be deemed a breach of the Rules.

Nothing in this Regulation 29 of Part 3 of the Rules shall be construed to limit the powers

of the Exchange or the Special Committee set out in another Rule.
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Policy Relating to Position Management Arrangements

New text is underlined, deleted text is shown as strikethrough.

Introduction

1.

The LME has established arrangements designed to ensure that Warrants and positions are subject to
ongoing monitoring such that the LME is able to identify and mitigate the risk that positions have with
regards to market orderliness, price discovery and the resilience of its markets. Where appropriate, the
LME may take such action either directly or through the Special Committee, as deemed appropriate, to
ensure that no position holder is able to exercise an undue influence on the market. For the avoidance
of doubt, the Exchange or the Special Committee may, in their absolute discretion, take such steps or
give directions as they deem appropriate to contain or rectify the situation under any of their powers in
the LME Rulebook, irrespective of whether a Regulatory or Exchange Position Limit has been breached
or whether a valid Exemption applies.

This policy sets out the Rules of the LME in relation to position management arrangements. It should
be read in conjunction with the Rulebook and with any other relevant Rules as published from time to
time including those set out in the Policy Relating to Regulatory Position Limits and Exemptions.

It should be noted that the existence of a dominant position is not abusive per se, nor that the LME
seeks to prevent the existence of such positions. Instead, the aim is to ensure that where such positions
are held by market participants, the ongoing management of the position does not have an undue
influence upon the market. For the avoidance of doubt, managing a position on the market would include
not only active management through trading activity but also passive management through the lack of
market activity — i.e. the withholding of liquidity from the market.

Defined Terms

4.

Terms defined in the LME Rules and Regulations (the “LME Rulebook”) shall have the same meaning
in this Policy Relating to Position Management Arrangements (the “Policy”), unless stated otherwise.

Position Management Arrangements

5.

Members should note that throughout this Policy a 24-hour time format is used and all times refer either
to UK Greenwich Mean Time or British Summer Time, depending on whether Daylight Saving Time is
being observed.

In addition to the ongoing monitoring of positions referred to above, the LME has the following
arrangements in place:

a) Daily reporting of positions;

b) Lending Rules;

c) Warrant financing;

d) Accountability Thresholds; and
e) Exchange Position Limits.

In this Policy, the Lending Rules and the Rules on Accountability Thresholds and Exchange Position
Limits apply to positions held by Members, Clients, Persons Subject to the Rules and/or any other
person. Members and Persons Subject to the Rules must comply with these Rules. While Clients of
Members are expected to comply with those Rules and fully cooperate with the LME to this effect,
Members shall take reasonable measures and reasonable steps to ensure that their Clients comply with
the Rules relevant to Clients set out in this policy at all times. For the avoidance of doubt, in relation to
all other Rules in this Notice, Persons Subject to the Rules shall continue to be treated as Clients of
Members unless otherwise specified.

To be clear, the LME does not consider that the “at all times” requirement under the Rules should be
construed as imposing a real-time monitoring obligation on Members and Person Subject to the Rules.
Rather, the requirement should be understood as imposing an obligation to monitor positions on a timely
basis. Members and Person Subject to the Rules should therefore ensure that the combined effect of
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10.

their systems, controls and processes relating to position monitoring and management is sufficient to
ensure ongoing compliance with the Rules “at all times”.

Further, to support these arrangements, the LME requires Members to provide certain information on a
daily basis including position reports and details of financing arrangements, as well as manage Warrant
inventory in LMEsword in line with guidance set out within this Policy.

Details of the arrangements and reporting requirements are set out below.

Daily Reporting of Positions

11.

12.

13.

14.

15.

16.

In accordance with the obligations contained within Regulation 25 of Part 3 of the LME Rulebook,
Members must provide a daily Commodity Position Report (“CPR”) to the LME in accordance with the
format required by the Exchange. These position reports must be submitted to the LME Universal Data
Gateway (“LME UDG”) and must be received by the LME before 08:30:00 the next business day
following the date of the report.

Positions to be Reported in CPR files

Category 1, 2, 3 and 4 Members must report every single net LME position in respect of:
a) All aggregated proprietary accounts of a Member; and
b) Any Client account.

In respect of Client Contracts, the reports must be compiled on the basis of all Clients who hold those
Client Contracts. Where a Member operates an omnibus account on behalf of underlying Clients of an
intermediary, the reports must account for each of those underlying Clients separately (except in the
case of pooled funds). Members should not treat intermediaries as the holders of aggregated positions
if the underlying Clients are the holders of the Client Contracts.

Pursuant to Regulation 25.3 of Part 3 of the Rulebook, Members must provide the identity of their Clients
and have arrangements with their Clients to ensure that such Clients provide the identity of each of their
clients until the end client is reached. However, the obligation under Regulation 25.3 does not override
the situation where local laws prevent the disclosure of such information. After a Member has made
appropriate attempts to procure approval to disclose the identity of their Client, it may, instead, provide
the LME with a reasoned justification concerning the extent to which it is unable to comply with
Regulation 25.3. Members should make every effort to comply with the requirements in Regulation
25.3. This means that where a conflict of law prevents the Member from providing the identity of the
Client (or its Client is prevented from providing the identity of their own client), Members are expected
to provide information in line with Regulation 25 as far down the contractual chain as possible. Moreover
where, as is more common, contractual confidentiality provisions apply preventing the identity of the
Client being disclosed, the LME expects Members to obtain or renew the consent of their Clients, or
alternatively to invoke any term to override those confidentiality provisions and provide the identity of
their Client.

For each of the Member proprietary or Client accounts described above, net market positions should be
reported by an International Securities Identification Number (“ISIN”). Each commodity and Prompt Date
for Futures Contracts and commodity, option date, option type and Strike Price for Metal Options
Contracts have their own unique ISIN. Positions should not be reported twice.

Positions reported by Members each morning are those at the close of business on the previous
business day. Trades that remain unmatched at close of business should not be included in Member’s
position reports the next day. Only positions in LME Contracts should be reported. Over the counter
(“OTC”) positions or LME look-alikes should not be reported nor netted with LME Contract positions. In
the event a Member has unmatched trades at close of business for the Cash prompt they should inform
Market Surveillance via email before 08:30:00 the next morning.

Reporting Procedure
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17.

18.

19.

20.

21.

22.

23.

Category 1, 2, 3 and 4 Members must submit their CPR file to Market Surveillance using the LME UDG,
before 08:30:00 each business day. Members must have appropriate systems and controls to ensure
that data contained in CPR files is complete and accurate.

In respect of complete and accurate, this involves the correct population of all fields for all positions
reportable within the CPR file including but not limited to the ‘Exemption Type’ field which should be
populated where the Member or their Client has an Exemption. Members must disaggregate within their
CPR file, using this field, positions which are eligible under the Exemption and those which are not.
Members must have arrangements in place pursuant to the Policy Relating to Position Limits and
Exemptions to ensure this information is provided on a timely basis from their Clients.

Members should contact both Regulatory Reporting and Market Surveillance immediately if they find
that they are unable to meet the daily deadline to submit their CPR file. Members who have to resubmit
their CPR file after the reporting deadline because they need to correct erroneous or incomplete
submissions must inform both Regulatory Reporting and Market Surveillance of each resubmission as
soon as possible.

Members must check their report status for transmission or validation error messages sufficiently in
advance of the reporting deadline to ensure that they can correct and re-submit their reports to the LME
by the required deadline.

While Members may delegate the calculation and transmission of their CPR file to third parties, they
retain the responsibility under the LME Rulebook for the accuracy and completeness of the data and
submission to the LME by the required time. If delegated to a third-party Members must be able to
demonstrate appropriate oversight of those submissions, including compliance with the obligations
contained in this Notice and the LME Rulebook.

Members must ensure that adequate and ongoing testing is undertaken of systems and controls
procedures used to report to the LME to ensure that the information provided to the LME is accurate
and complete.

Members requiring further information on LME UDG or CPR should refer to the relevant specification
documents, which can be found on the LME website.

LMEsword Warrant Management

24,

25.

26.

27.

28.

Whilst LMEsword does not purport to create a register of beneficial owners of metal to which Warrants
relate it is necessary, in order that the LME can effectively monitor positions and issue Lending Rules,
for Members to ensure Warrants are managed in line with this Policy.

Members must ensure that by no later than 17:00:00 each day all Warrants that are under its control
are allocated to specific accounts within LMEsword. The account to which they are allocated to must
reflect the party who holds the proprietary interest in the metal to which the Warrants relate (the
“Effective Controller”).

Each Member’'s LMEsword account that holds Warrants must have a valid short code assigned to it in
the Compliance Reference field. This short code must have been uploaded to the LME UDG in a
Personally Identifiable Information (“PII”) file no later than 17:00:00 on the day Warrants are first held in
the LMEsword account, and the underlying Legal Entity Identifier (“LEI") or natural person information
must correspond to the Effective Controller of that Warrant. Members should note that no ‘point of entry’
validation for the Compliance Reference field is in place and it is therefore a Member’s responsibility to
ensure the short code entered is in a valid format and has been uploaded to UDG. Further information
around Pl file submissions can be found on the LME website.

For the avoidance of doubt, even in the event that a Warrant has been transferred to a third party, the
entity which retains the proprietary interest in the metal to which the Warrant relates would be considered
the Effective Controller.

There are a number of ways in which a party can achieve effective control of Warrants held by another.
These include where:

Page 4



20.

30.

31.

32.

(a) the holder of Warrants has an obligation such that they will retain the Warrants while the obligation
is outstanding;

(b)  the person to whom the holder of the Warrants owes the obligation is aware that the Warrants
are being held against the obligation; and

(c) the person to whom the obligation is owed has effective control over whether those Warrants can
become available to the market.

Although not an exhaustive list, specific examples of where a proprietary interest may still be retained
in a metal to which a Warrant relates, even though it has been transferred to a third party, would include
when a Warrant has been placed into a financing arrangement or pledged to LME Clear as collateral.

In the event that a Member, or as the case may be, a Client has effective control over (rather than
possession of) Warrants, the LME will aggregate those Warrants with other Warrants held by, or to the
order of, the Member or, as the case may be, the Client. The result will be that the total number of
Warrants will be counted towards the Member’s or, as the case may be, the Client’'s Warrant holdings,
Cash Today and Cash positions for the purposes of calculating lending under the Lending Rules. The
Lending Rules will therefore apply to the total aggregated number of Warrants.

Failure to report in an accurate and timely manner

Members are advised that the failure to report CPR files and manage their Warrants in LMEsword in an
accurate and timely manner may result in action being taken by the LME. As a general rule, the LME
may take action against a Member where errors and/or late submissions are observed on 5 or more
business days within a calendar month.

There are a variety of circumstances that may lead the LME to conclude that there is an error with a
Member’s position reporting or Warrant management. These are set out in a non-exhaustive list below:

CPR
(a) Late submission of files - Members must submit CPR files before 08:30:00 each business day;

(b)  Errors in accuracy of positions reported - The positions reported in Members’ CPR files must
be free of errors;

(c) Duplicate submissions - Unique positions for each position holder must only be reported once;

Warrant Management

(d) Late allocation of Warrants — Members must ensure Warrants are allocated to specific
LMEsword accounts no later than 17:00:00;

(e) Incorrect allocation of Warrants — Members must ensure Warrants are allocated to specific
LMEsword accounts which identify the Effective Controller of those Warrants. Leaving Warrants
in collection accounts overnight would be captured under this type of error;

(f) Blank Compliance Reference fields — Members must ensure that each LMEsword account that
holds Warrants contains a valid short code in the Compliance Reference field. This short code,
when mapped to data held by the LME, should reflect the Effective Controller of the Warrants;
and

(g) Invalid short codes — Each short code in the Compliance Reference field within LMEsword
should have been uploaded to LME UDG prior to the LMEsword account having Warrants
allocated to it. This is to ensure that the short code can be mapped to the relevant LEI or natural
person information held by the LME and the Effective Controller of the Warrant can be identified.

Lending Rules
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33.

34.

The LME has a regulatory obligation to ensure it has appropriate measures in place to reduce the extent
to which the LME can be used for a purpose connected with market abuse, including but not limited to
an abusive squeeze. In order to comply with this obligation, the LME issue Lending Rules to market
participants holding dominant positions, instructing them to provide a certain amount of liquidity in certain
nearby Contracts, to ensure they cannot exert an undue influence on the market price of a particular
metal, and in extremis squeeze the market.

Within the Lending Rules the price used to calculate the premium each business day is the LME Cash
Official Price published the previous business day (the “Cash Price”). The maximum premium
percentage is expressed as a US dollar amount rounded down to the nearest cent.

Tom-Next Lending Rules

35.

36.

37.

38.

39.

The Tom-Next Lending Rules shall apply to positions and Warrants held by Members, Persons Subject
to the Rules and Clients.

The LME’s Tom-Next Lending Rules require participants to trade between the tomorrow Prompt Date
and the Cash Prompt Date (the “Tom-Next” spread). These rules rely upon the reporting by Members
on a daily basis of all open LME positions as well as Warrant information held in LMEsword at 17:00:00
the previous business day. Using this information the LME will require Members, Persons Subject to the
Rules and will expect Clients to adhere to the following obligations:

(a) Ifatanytime a Member, Person Subject to the Rules or Client holds 50% or more of the Warrants
and/or Cash Today/Cash positions in relation to the open Warrant stocks as published at 09:00:00
each morning (“Live Warrants”), they must lend or offer to lend, at a premium of no more than
0.5% of the Cash Price for a day, to reduce the position below 50%.

(b) Ifatany time a Member, Person Subject to the Rules or Client holds 80% or more of the Warrants
and/or Cash Today/Cash positions in relation to the Live Warrants, they must lend or offer to lend,
at a premium of no more than 0.25% of the cash price for a day, to reduce the position below
80%.

(c) Ifatanytime a Member, Person Subject to the Rules or Client holds 90% or more of the Warrants
and/or Cash Today/Cash positions in relation to the Live Warrants, they must lend or offer to lend,
at a premium of no more than level, to reduce the position below 90%.

(d) trading out of sufficient Client Contract positions with that Client to reduce that Member's (or, if
two or more Members are directed, those Members') net exposure to that Client in line with the
action taken in compliance with the directions under (a) to (c) above.

The Tom-Next Lending Rules have the effect that a dominant position holder must, without delay, lend
or offer to lend by entering an order on LMEselect and/or the Ring. This enables the dominant position
holder to respond to demand in the market for borrowing at the premium set by the Tom-Next Lending
Rules. The dominant position holder is not obliged to lend if the market demand for tom-next borrowing
is at a backwardation premium below that specified by the Tom-Next Lending Rules.

Lending Tom-Next involves selling for the tomorrow (also referred to as “tom”) Prompt Date and buying
for the Cash Prompt Date. Where a dominant position holder reduces its Warrant holding (“W”), net tom
trading position (“T”) and net Cash trading position (“C”) (W, T and C, known collectively as the “WTC
Position”), on one day by lending Tom-Next (i.e. selling tom and buying Cash), it will be adding to its C
position for the purposes of calculating its WTC Position the next morning. This explains how a person
may abide by the Tom-Next Lending Rules but maintain a dominant position on successive days.

As with the publication of large position information, in determining the application of the Tom-Next
Lending Rules, the LME shall aggregate the positions of an entity across all Members in calculating
dominant positions. Likewise, the LME shall aggregate the positions of a Member, Person Subject to
the Rules or Client and such entity’s related group companies unless the entity can demonstrate that
the positions were independent.

How to calculate a dominant position
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40.

41.

42.

43.

44,

45.

46.

47.

48.

The basis of a relevant position in any metal for the purposes of the Tom-Next Lending Rules is the total
of a person’s WTC position expressed in Lots. That net WTC Position is divided by the number of Live
Warrants, expressed in Lots, for that metal. The result of (W + T + C) + (Live Warrants) is expressed as
a percentage to two decimal places. For example, a Warrant position of 123 Warrants, a net Tom
position of 456 Lots and a net Cash position of 789 Lots will equal 1,368 Lots. If the total number of Live
Warrants were 1,500, the WTC Position would be 91.20%.

(123 + 456 + 789) = 91.20%
1,500

The denominator used is Live Warrants rather than the sum of Live Warrants and cancelled Warrants
(“Total LME Stock”).

The resulting percentage forms the basis for calculating the number of Lots that a dominant position
holder must be prepared to lend. The Tom-Next Lending Rules treat a WTC Position of 50% and above
as dominant. This means that a position holder is subject to the Tom-Next Lending Rules until its WTC
Position is reduced to 49.99%. For practical reasons, these percentages need to be expressed in Lots
as whole numbers. In the above example, 50% of 1500 Lots equals 750 Lots.

Therefore, 749 Lots equals less than 50%. The dominant WTC Position (123 + 456 + 789) equals 1,368
Lots. The holder would have to be prepared to lend 619 Lots to reduce their WTC Position down to 749
Lots. Expressed as percentages, this means that the dominant position holder must be prepared to lend
41.21%, rounded up to the nearest lot.

The figures used in calculating a WTC Position are those reported by Members to the LME before
08:30:00 each business day as well as the Warrants managed by each Member, whether that be for
their own account or that of a Client, at 17:00:00 the previous business day. The figures relate to the
WTC Positions as at the close of business on the previous business day.

The LME automatically aggregates the WTC Positions held by an entity across two or more Members
and will also aggregate positions of affiliated companies, such as, but not limited to, those who share a
common beneficial owner. The LME may also aggregate the WTC Positions of unconnected parties if
the LME believes that there is a common purpose.

The net WTC Positions are divided by the number of Live Warrants, which are the same as those
included in the stock figures published by the LME at 09:00:00 each business day. The relevant stock
figures for complying with the Tom-Next Lending Rules on any tom trading day are those published that
morning.

As WTC Positions are calculated each morning on the basis of figures as at the close of business on
the previous business day, the reported T trading position will have become a delivery obligation for that
day and the reported C position will have become a tom position for that day. In order to reduce that
reported WTC Position in line with the Tom-Next Lending Rules, the dominant position holder, (be it a
Member, Person Subject to the Rules or Client) should be prepared to lend the Tom-Next spread.

Any increase in a tom position during a tom trading day that brings the combined Warrant, same-day
Warrant delivery and tom position at or above 50% of Live Warrants will be a dominant position for the
purposes of the Lending Rules and the dominant position holder should therefore be prepared to lend
in accordance with paragraph 36(a) above. Similarly, in the event that a tom position is increased during
a tom trading day that brings the combined Warrant, same-day Warrant delivery and tom position at or
above 80% or, as the case may be, at or above 90% of the Live Warrants, the dominant position holder
should be prepared to lend in accordance with paragraph 36(b) or 36(c) above respectively. In the event
a market participant has increased their tom position such that they would be considered a dominant
position holder when they previously were not, or the increase in position meant their combined Warrant,
same-day Warrant delivery and tom position was now in a higher lending band than previously, they
must inform Market Surveillance as soon as possible.

How to comply with the Tom-Next Lending Rules
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49.

50.

51.

52.

53.

54.

55.

The Tom-Next Lending Rules are an obligation placed on those who hold a dominant long position for
which the Tom-Next Lending Rules apply. The holder of the dominant position is ultimately responsible
for its own compliance with the Tom-Next Lending Rules. Under the Rules, a dominant position holder
can be a Member, Person Subject to the Rules or a Client. In the case of a Person Subject to the Rules
or a Client, compliance with the Tom-Next Lending Rules may require the Person Subject to the Rules
or the Client to give appropriate instructions to one or more of their Members or brokers.

Where the LME identifies a dominant position, the holder of that position will be contacted to advise of
any steps to be taken with regard to the management of the position. These steps could include
adjustments to a WTC Position to account for OTC business being brought onto the market that day.
Many Clients prefer to have these discussions directly with the LME rather than go through one or more
of their Members or brokers. Although a dominant position holder may discuss their WTC Positions with
the LME, the holder of a dominant position is best placed to know the size of their own WTC Positions.
Once the LME stock figures are published at 09:00:00 a position holder is able to calculate whether or
not its net WTC Position triggers the Tom-Next Lending Rules.

Increases or decreases in the LME Live Warrant figures from the previous day’s figures may affect
whether a WTC Position is dominant and whether that dominance exceeds the 50%, 80% or 90%
threshold. For this reason, a dominant position holder is entitled to wait until the LME stock figures are
published before complying with the Tom-Next Lending Rules. Notwithstanding the above, a dominant
position holder should not delay complying with the Tom-Next Lending Rules and must lend or offer to
lend immediately following the publication of the LME stock figures. If there has been a material change
in the Live Warrant figures, the dominant position holder and relevant counterparties may, upon the
LME’s instruction, have to adjust some of the trades executed prior to the LME stock figures being
published in order to ensure that the lending has complied with the Tom-Next Lending Rules. In the
event adjustments are required they will be processed in chronological order.

A dominant position holder must lend at the premium applicable to their highest WTC Position first. If a
dominant WTC Position is above 90%, the position holder must lend at level a sufficient number of Lots
to bring their position below 90% before they may lend at a premium of 0.25% of the Cash Price.
Similarly, they must lend at a premium of no more than 0.25% of the Cash Price a sufficient number of
Lots to bring their position below 80% before they may lend at a premium of 0.5% of the Cash Price.
The position holder must have reduced their position below 50% before the position holder may lend at
a premium greater than those specified by the Tom-Next Lending Rules.

Once a dominant position holder has received Lending instructions from Market Surveillance, they must
enter orders into LMEselect at 09:00:00 without delay and the offer to lend to the market by the dominant
position holder must be active at all times during the tom-next Contract period until all required volume
has been fulfilled. In the event the dominant position holder’s obligation has not been met before the
start of the first Ring session they must also be prepared to respond to bids in the Ring. The purpose of
Tom-Next Lending Rules is to address the effect of a Member’s, Person Subject to the Rules’ or Client’s
dominant position on short position holders. It would be an abuse of the Tom-Next Lending Rules for a
dominant position holder to contrive to lend to another person at the specified premium with the intention
that the borrower could then lend in the market at a higher premium.

Where the dominant position holder is a Client, the LME will, where possible, instruct them directly. If
this Client has not responded to the LME within a reasonable timeframe as determined by the LME in
its absolute discretion or fails to comply with the LME’s instructions, the LME may instruct any/all of their
Clearing Member(s) to carry out the instructions on their behalf, and in doing so, as permitted by the
Rules, may disclose to the Clearing Member(s) concerned that the Client is a dominant position holder.
All parties are reminded that this information is market sensitive and should be treated as such.

Lending on LMEselect

A dominant position holder subject to the Lending Rules must without delay enter orders into the
LMEselect order book that represent their Tom-Next Lending Rules obligations, once the LME stock
figures have been disclosed at 09:00:00. The mechanisms for ensuring orderly trading on LMEselect
mean that a lower offer entered into the system will trade with an existing higher bid. If there is a bid in
LMEselect that is at a higher premium than that prescribed by the Tom-Next Lending Rules, a dominant
position holder must trade with that bid to adjust the price back to the correct premium. This adjustment
must be undertaken through LMEsmart.
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56.

57.

58.

59.

60.

If the dominant position holder does not have direct access to LMEselect, it must make arrangements
with its Member(s) and/or broker(s) to take the necessary steps to enter orders into the LMEselect order
book without delay on its behalf in an agency capacity and to make adjustments where necessary.

Lending in the Ring

A bid in the Ring is also a request to the market. The first Ring session for each metal is the last
opportunity to lend or borrow Tom-Next by open outcry. A dominant position holder who has not reduced
their WTC Position below 50% by the start of the first Ring session must respond to bids in the Ring
where those bids reach the premium at which the dominant position holder must be prepared to lend.

The mechanisms for ensuring orderly trading in the Ring mean that once a bid to borrow has been made,
a lender must either accept that bid or make a higher offer. It is a breach of Regulation 11 of Part 3 of
the LME Rulebook to make an offer that is lower than a prevailing bid. If a dominant position holder’s
WTC Position remains at 50% or above by the start of the first Ring session, it must ensure that it
responds to bids and that any lending is at a premium no higher than the premium prescribed by the
Tom-Next Lending Rules. In order to ensure this and to abide by the LME Rulebook, it may be necessary
for the dominant position holder to offer to lend.

Brokers instructed by Clients

Where a dominant position holder instructs lending to be carried out through a broker, this must be done
in an agency capacity with no markup or commission built into price (i.e. the price of the lend order must
be at a premium no more than at the required price level(s)).

Minimum Live Warrant Thresholds

The following minimum Live Warrant thresholds will be used in the calculation of a dominant position
under the Tom-Next Lending Rules. In the event Live Warrants fall to (or below) these thresholds, the
Minimum Threshold will replace the Live Warrant in the calculation of the Tom-Next Lending Rules.

Aluminium 2,240 Lots
Copper 1,220 Lots
Lead 840 Lots
Nickel 560 Lots
Tin 70 Lots
Zinc 840 Lots

Front Month Lending Rules

61.

62.

The Front Month Lending Rules apply to a Member’s, Person Subject to the Rules’ or Client’s
“Cumulative Spot Futures Position”, relative to “Total Available Stock”, in deliverable Aluminium, Copper,
Nickel, Lead, Tin, and Zinc Contracts.

A “Cumulative Spot Futures Position” is defined as the total of a Member’s, Person Subject to the
Rules’ or Client’s aggregated Futures Contracts (including, in relation to Options Contracts, the delta
adjusted equivalent futures positions) across each individual Prompt Date and expiry up to and including
the next 3rd Wednesday Prompt Date which is not the next available Prompt Date (“M1”). As such, when
a 3rd Wednesday Futures Contract becomes the tom Contract, then M1 (and thus the Cumulative Spot
Futures Position) refers to the following 3rd Wednesday Futures Contract).
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63.

64.

65.

66.

67.

68.

69.

70.

71.

“Total Available Stock” is defined as the Total LME Stock not held by the dominant position holder. For
the purposes of this definition, “held” includes any position for which the relevant Member, Person
Subject to the Rules or Client is the Effective Controller.

In determining the application of the Front Month Lending Rules, the LME will aggregate positions across
all LME Clearing Members holding positions for the relevant legal entity and any related group
companies (unless the relevant entity can demonstrate to the satisfaction of the LME that the positions
are entirely independent and unrelated).

Where a Member holds an offsetting OTC Position, they may apply to the LME for an exemption for this
position such that the number of lots held OTC can be discounted from their Cumulative Spot Futures
Position for the purposes of the relevant calculations pursuant to the Front Month Lending Rules. The
LME may grant this exemption at its absolute discretion, taking into account any factor it deems relevant
including the counterparty to, size, and purpose of the relevant OTC positions. Any Member wishing to
apply for this exemption should contact market.surveillance@Ilme.com prior to 18:00:00 on the
Wednesday before the 3rd Wednesday prior to the position being taken into account in the Cumulative
Spot Futures Position. For the avoidance of doubt, Persons Subject to the Rules and Clients cannot
apply for this exemption.

Positions are calculated using CPR data reported at 08:30:00 on the relevant Business Day. Stock
figures are published at 09:00:00 on the relevant Business Day.

The basis of a relevant position in any metal for the purposes of the Front Month Lending Rules is the
total of a person’s Cumulative Spot Futures Position expressed in Lots. That net position is divided by
the number Total Available Stock, expressed in Lots, for that metal. The result of Cumulative Spot
Futures Position + Total Available Stock is expressed as a percentage to two decimal places.

The resulting percentage forms the basis for calculating the number of Lots that a dominant position
holder must be prepared to lend. The Front Month Lending Rules treat a Cumulative Spot Futures
Position of 50% and above as dominant. This means that a position holder is subject to the Front Month
Lending Rules until its Cumulative Spot Futures Position is reduced to 49.99%. For practical reasons,
these percentages need to be expressed in Lots as whole numbers.

The LME’s Front Month Lending Rules rely upon the reporting by Members on a daily basis of all open
LME positions as well as Warrant information held in LMEsword at 17:00:00 the previous business day.
Using this information the LME will require Members and Persons Subject to the Rules and will expect
Clients to comply with the following obligations:

(a) If at any time a Member, Person Subject to the Rules or Client holds 50% or more of the
Cumulative Spot Futures Position in relation to the Total Available Stock, they should be prepared
to lend, at a premium of no more than 2% of the previous day’s Closing Price of M1, to reduce
the position below 50%.

(b) If at any time a Member, Person Subject to the Rules or Client holds 80% or more of the
Cumulative Spot Futures Position in relation to the Total Available Stock, they should be prepared
to lend, at a premium of no more than 1% of the previous day’s Closing Price of M1, to reduce
the position below 80%.

(c) If at any time a Member, Person Subject to the Rules or Client holds 90% or more of the
Cumulative Spot Futures Position in relation to the Total Available Stock, they should be prepared
to lend, at a premium of no more than at level of the previous day’s Closing Price of M1, to reduce
the position below 90%.

The price used to calculate the premium each business day is the LME M1 Closing Price published the
previous business day. The maximum premium percentage is expressed as a US dollar amount rounded
down to the nearest cent.

The dominant position holder will be required to make liquidity available by offering to lend M1 to the
following 3 Wednesday Prompt Date (“M2”) for their Cumulative Spot Futures Position that is in excess
of the thresholds specified.
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72.

73.

74.

75.

76.

77.

78.

79.

80.

If, at 09:00:00 the bid for the M1-M2 carry is no greater than the Front Month Lending Rule obligation,
then the dominant position holder (whether an existing dominant position holder or a dominant position
holder due to an update in Total Available Stock) should, without delay, offer to lend M1-M2 no greater
than at the required price level(s) required by the Front Month Lending Rules, and should continue to
offer to lend at the required price level(s) until such a time that they do not have a Front Month Lending
Rule obligation.

If, at 09:00:00 the bid for the M1-M2 carry is greater than the Front Month Lending Rule obligation, then
the dominant position holder should between 09:00:00 and 13:30:00 reduce their position in line with
their obligation in an orderly manner, such that that by 13:30:00 at the latest they either no longer have
a Front Month Lending Rule obligation, or they are offering to lend the M1-M2 carry at the required price
level(s), after which they should continue to offer the M1-M2 carry at the required price level(s) until such
a time that they do not have a Front Month Lending Rule obligation.

In line with the above, by 13:30:00, a dominant position holder is required to have lent their Front Month
Lending Rule obligation or to be offering to lend M1-M2 at the required price level(s) should they still
have a Front Month Lending Rule obligation. After 13:30:00, should the dominant position holder lend
at a price greater than the required price level(s), then such transactions will be price adjusted to the
appropriate price level(s).

How to comply with the Front Month Lending Rules

The offer to lend to the market by the dominant position holder must be active at all times during
LMEselect opening hours. This means that the relevant order(s) must persist on the LMEselect order
book until all required volume has been fulfilled.

If the dominant position holder lends this volume via broker(s), this lending must take place on LMEselect
in an agency capacity with no markup or commission built into price (i.e. the price of the lend order must
be at a premium no more than at the required price level(s)).

No Member, Person Subject to the Rules or Client shall, at any time, increase their Cumulative Spot
Futures Position should this result in them taking a position in excess of 150% of Total Available Stock,
or increasing an existing position which exceeds 150% of Total Available Stock.

It is the responsibility of the dominant position holder to ensure that they are compliant with the Front
Month Lending Rules at all times. Notwithstanding the obligation of a Client to comply, Members shall
take reasonable measures and reasonable steps to ensure that their Clients comply with the Front
Month Lending Rules.

Where the dominant position holder is a Client, the LME will instruct them directly and expect the Client
to comply with its instructions. If this Client has not responded to the LME within a reasonable timeframe
as determined by the LME in its absolute discretion or fails to comply with the LME’s instructions, the
LME may instruct any/all of their Clearing Member(s) to carry out the instructions on their behalf, and in
doing so, may disclose, as permitted under the Rules, to the Clearing Member(s) concerned that the
Client is a dominant position holder. All parties are reminded that this information is market sensitive
and should be treated as such.

Minimum Total Stock Thresholds

The following minimum Total LME Stock thresholds will be used in the calculation of the Front Month
Lending Rules calculation. In the event Total LME Stock falls to (or below) these thresholds, the
Minimum Threshold will replace the Total LME Stock used in the calculation of the Front Month Lending

Rules.

Aluminium 6,400 Lots
Copper 3,200 Lots
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Lead 2,400 Lots
Nickel 1,600 Lots
Tin 200 Lots

Zinc 2,400 Lots

Reporting of Financing Arrangements

81.

Members are required to inform the LME of financing arrangements to which the Member is a party and
whether they or their Clients do not hold but have effective control over Warrants. Members must notify
the LME by completing the template form attached at Schedule 1 and sending it to Market Surveillance
at market.surveillance@lme.com before or at the start of the financing arrangement. The Member must
also notify Market Surveillance by email when the financing arrangement ends or when it has been
amended.

Accountability Thresholds

82.

83.

84.

85.

86.

The LME considers it appropriate to have specific arrangements in place for the provision of additional
information, for positions that are above certain levels (“Accountability Thresholds”). The
Accountability Thresholds serve as an early warning mechanism, enabling the LME to identify potentially
disruptive positions and monitor positions in Critical and Related Contracts in respect of “Regulatory
Position Limits” as defined by the LME’s Policy in Relation to Regulatory Position Limits and Exemptions.
To have a holistic view and comprehension of the market and in order to ensure market orderliness in
relation to the market for the Critical and Related Contracts, the LME applies Accountability Thresholds
to over-the-counter contracts which have the same underlying metal as the Critical and Related
Contracts.

Calibration and Publication

The current Accountability Thresholds are set out at Schedule 2. For the avoidance of doubt, without
prejudice to any other Rule, the LME reserves the right to amend the Accountability Thresholds, and the
LME will advise of any updates by Notice. In addition, Accountability Thresholds for other LME Contracts
may be introduced from time to time, as advised by the LME by Notice.

General

The Accountability Thresholds shall apply to any position held by a Member, Person Subject to the
Rules Client and/or any person trading the Contracts and over-the-counter contracts set out in Schedule
2 and will apply to positions held at the end of day. Members and Person Subject to the Rules must
comply with the Accountability Thresholds. Members shall take reasonable measures and reasonable
steps to ensure that their Client complies with the Accountability Thresholds.

Members, Persons Subject to the Rules, Clients and any other person may (unless directed otherwise)
hold positions that are in excess of the Accountability Threshold.

Accountability Thresholds shall apply to all positions held by Members, Persons Subject to the Rules
and Clients:

(a) separately to:
i. Critical and Related Contracts as defined in the Rules (“LME Contracts”)'; and

" The list of Critical Contracts and Related Contracts is available in the Policy Relating to Regulatory Position Limits and Exemptions.
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87.

88.

89.

90.

91.

92.

93.

94.

ii. over-the-counter contracts as defined under Regulation 24 of Part 2 of the Rules (“OTC
Contracts”); and

(b) to aggregated LME Contracts and OTC Contracts.

If a position exceeds an Accountability Threshold the LME (including through the Special Committee)
may require further information as to the nature and purpose of the position of that account (or, if
appropriate, linked accounts as determined by the LME Contracts or OTC Contracts positions taken into
account). The LME may also direct that Members (including on behalf of their relevant Client(s)) or
Person Subject to the Rules cannot accept further orders that increase the position of LME Contracts,
or direct that the position be reduced including but not limited to a level below the Accountability
Threshold. The Member or Person Subject to the Rules shall comply with such directions. The Member
shall be fully liable and responsible for ensuring that its Client comply with such directions.

Upon request, Members, Clients or Person Subject to the Rules are required to provide all relevant
information relating to the position to the LME. Notwithstanding the expectation placed on Clients that
they will provide information to the LME, Members shall take reasonable measures and reasonable
steps to ensure that their Client complies with the LME’s request. Where a Client provides the requested
information to the LME the Member will have been deemed to have responded to the LME’s original
request for additional information.

Information provided for the purposes of the Accountability Thresholds must be true, accurate, complete
and provided on a timely basis. The LME is aware that the information provided may include
commercially sensitive information and therefore will be held in confidence in accordance with the
provisions of Part 2 of the LME Rulebook (subject to the exclusions listed therein).

Where Accountability Thresholds apply to LME Contracts, this includes positions covered by a valid
Exemption under the Rules. For the avoidance of doubt, the LME monitors and may query Exempt
positions to ensure they remain consistent with the risk requirements.

Netting and aggregation for the purposes of Accountability Thresholds

In relation to both LME Contracts and OTC Contracts, Accountability Thresholds apply to net positions
held:

(a) atan individual entity (position holder) level; and

(b) at an aggregated group level (that is their own net positions netted with positions held on their
behalf at an aggregated group level).

The period of aggregation of the Accountability Thresholds for both LME Contracts and OTC Contracts
shall be:

(a) as defined by the LME Policy Relating to Regulatory Position Limits and Exemptions:
i. Spot Month Contracts; and
ii. Other Months’ Contracts; and

(b) maximum cumulative (which shall include every Prompt Date and expiry date (both in the Spot
Month Contracts and the Other Months’ Contracts) identifying the peak position across the full
curve of positions.

For the purpose of calculating positions of LME Contracts in the Spot Month Contract, Other Months’
Contracts and maximum cumulative, the LME shall aggregate the net positions across all Prompt Dates
and expiry dates in the Critical and Related Contracts.

For the purpose of calculating positions of OTC Contracts in the Spot Month Contracts, Other Months’
Contracts and maximum cumulative, the LME shall aggregate the net positions across all Prompt Dates
and expiry dates in all OTC Contracts.
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95.

For the purpose of calculating aggregated positions across LME Contracts and OTC Contracts in the
Spot Month Contracts, Other Months’ Contracts and max cumulative, the LME shall aggregate the net
positions across all Prompt Dates and expiry dates in Critical and Related Contracts (LME Contracts)
and all OTC Contracts.

Exchange Position Limits

96.

97.

98.

99.

100.

101.

The Lending Rules apply to all products on which Warrants are issued and where stock figures are
published by the LME. However, the LME makes available for trading other products where no stock
figures are available. In these instances but without limitation, the LME may apply Exchange Position
Limits.

Exchange Position Limits where applicable shall apply to all positions held by Members, Persons
Subject to the Rules, Clients and/or any other person at all times. Members and Persons Subject to the
Rules, must comply with Exchange Position Limits at all times. A Member shall take reasonable
measures and reasonable steps to ensure that its Client’s position complies with an Exchange Position
Limit, at all times, where such limit is applicable.

Members and Person Subject to the Rules are required to notify the LME of any breach of a Exchange
Position Limit on an “immediate” basis. This immediacy requirement should be read in its ordinary
meaning and should not be understood as imposing a real-time monitoring obligation.

Exchange Position Limits published by the LME apply to all Prompt Dates and are triggered when the
net position held exceeds the relevant Exchange Position Limit. Where a position exceeds the relevant
Exchange Position Limit, the LME may request further information regarding the position of that account
or linked accounts, and the LME may also give directions to the Member (including on behalf of their
Client) and/or Person Subject to the Rules in respect of the position of that account or linked accounts.

The current Exchange Position Limits are set out at Schedule 3. The LME reserves the right to amend
these Exchange Position Limits, and the LME will advise of any updates by Notice. In addition, Exchange
Position Limits for other Contracts may be introduced from time to time, as advised by the LME by
Notice.

When requested by the LME, Members or Person Subject to the Rules must provide the LME with
certain information relating to a position. Notwithstanding the expectation placed on a Client to provide
the requested information to the LME, Members shall take reasonable measures and reasonable steps
to ensure that their Clients provide all relevant information to the LME. Where a Client provides the
requested information directly to the LME the Member will be deemed to have responded to the LME’s
original request for information. The LME may also contact the position holder directly to obtain further
information. The LME is aware that the information provided may include commercially sensitive
information. Such information will be held in confidence in accordance with the provisions of Part 2 of
the LME Rulebook (subject to the exclusions listed therein).

Enforcement of Position Management Arrangements

102.

103.

Regulation 17 (Emergencies) of Part 3 of the LME Rulebook sets out the powers of the Special
Committee in the event that it has cause to suspect the existence of or to anticipate the development or
likely development of an undesirable situation or undesirable or improper trading practice which in its
opinion has affected or is likely to affect the market.

For the avoidance of doubt, the Special Committee may, in its absolute discretion, take such steps as it
deems appropriate to contain or rectify the situation under any of its powers in the LME Rulebook,
irrespective of whether a Regulatory Position Limit or an Exchange Position Limit has been breached or
whether a valid Exemption applies. This may include, without limitation, a direction to reduce a position
to below the relevant Accountability Threshold and/or a Regulatory/Exchange Position Limit. Further, a
direction to reduce a position may be issued even where the position is already below the relevant
Accountability Threshold and/or Exchange Position Limit.
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104.

105.

106.

107.

Without prejudice to any other Rule, under Regulation 29 of Part 3 of the LME Rulebook, the Exchange
may take any steps or make any directions it deems appropriate in relation to any position held by any
person in accordance with its powers stated therein.

The powers of the LME under Regulation 17 of Part 3 or under Regulation 29 of Part 3 of the LME
Rulebook shall apply to positions held by Members, Persons Subject to the Rules, Clients and/or any
other person. Notwithstanding the expectation placed on a Client to comply with any step taken or any
direction made by the Special Committee or the Exchange, a Member shall be fully liable and
responsible for ensuring that its Client comply with such step or direction. A Client who refuses to comply
with any step taken or any direction made by the Special Committee or the Exchange may be declared
a “Client of Concern” under the Rules.

Any Member or Person Subject to the Rules contravening or failing to comply with the Position
Management Arrangements, including but not limited to any direction or instruction issued by the LME
(directly or through the Special Committee) shall be in breach of the Rules and therefore an Act of
Misconduct. Such breaches may be subject to an automatic penalty or subject to an Investigation and
disciplinary proceedings as outlined in the Rulebook.

Members, Persons Subject to the Rules or Clients with queries regarding this policy should contact
Market Surveillance at market.surveillance@Ime.com.
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Schedule 1

Reporting of Warrant Financing Arrangements (in Excel or CSV format)

Description

Mandatory (M)
Optional (O)

Data Type

17

Sample Data

Column
Name

1 Member
Mnemonic

2 Warrant
Holder

3 Effective
Controller

4 MiFID short
code

5 Start Date

6 End Date

7 Metal

8 Number of
Warrants

9 Additional
Comments

The 3-letter code assigned to the Member submitting the
financing arrangement

The entity in possession of the Warrants under the financing
arrangement. Note this does not necessarily have to be the
Member, or the Effective Controller, it could be a Client of
the Member who is financing Warrants for a third party.

The entity, or natural person, that maintains effective control
of the Warrants under the financing arrangement. See
paragraphs 25 and 26 for further details.

The MIFID short code that corresponds to the Effective
Controller.

The date at which the financing arrangement began.

The date at which the financing arrangement is expected to
end.

2 letter code identifying the metal

Number of Warrants held under the financing arrangement

Any additional details the Member deems relevant to the
LME with respect to the financing arrangement in place.

THE LONDON METAL EXCHANGE AND LME CLEAR

10 Finsbury Square, London EC2A 1AJ | Tel +44 (0)20 7113 8888

The London Metal Exchange is registered in England (no 2128666)

LME Clear Limited is a private limited company and is registered in England (07611628)

Conditional (C)

CHAR-3

ALPHANUM-256

ALPHANUM-256

INTEGER

ISO 8601
format
YYYY-MM-DD

ISO 8601
format
YYYY-MM-DD

CHAR-2

extended

extended

INTEGER

ALPHANUM-256

XXX
YYY’

‘ABC TRADING LTD’
‘JOHN SMITH’

‘ABC TRADING LTD’

‘JOHN SMITH’

123456789’

2019-03-01

2019-03-01

‘AH’ — Aluminium

‘CA’ — Copper
150’
LME.COM
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Schedule 2

Accountability Thresholds

Contract Code

Spot Month Contracts

Accountability

Other Months’ Contracts
Accountability

Max Cumulative
Accountability

AH
CA
NI

PB
SN
ZS

Threshold (Lots)
15,000

9,000
5,500
3,500
500

5,000

Threshold (Lots)
22,500

12,500
7,000
4,000
550
6,500

Threshold (Lots)
22,500

12,500
7,000
4,000
550
6,500
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Exchange Position Limits (Lots)

Contract Code

AN (US Midwest)

AS (South-East Asia)
AE (East Asia)

AW (West Europe)

Exchange Position Limits (Lots)

2,500

2,500
2,500
2,500
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THE LONDON METAL EXCHANGE AND LME CLEAR LME.COM
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Policy Relating to Regulatory Position Limits and Exemptions

Introduction

1. This policy sets out the LME’s Rules concerning Regulatory Position Limits and Exemptions in
compliance with FCA MAR 10 rules’.

2. This policy is subject to the exercise by the LME of any of its powers in order to ensure compliance with
the Rules set out in this policy, taking any such steps or giving any such directions to promote and/or
maintain market orderliness.

3. Members and Persons Subject to the Rules shall comply with the Rules set out in this policy at all times.
While Clients of Members are expected to comply with those Rules and fully cooperate with the LME to
this effect, Members shall take reasonable measures and reasonable steps for ensuring that their Clients
comply with the Rules set out in this policy at all times. Failure to do so by the Member may be
considered a breach of the Rules.

4. For the purposes of this policy the LME shall treat Confidential Information in accordance with
Regulation 21 of Part 2 of the LME Rulebook.

Defined Terms

5. Capitalised terms used in this policy shall have the meaning given to them in the LME’s Rules and
Regulations unless expressly stated otherwise herein.

Regulatory Position Limits and Exemptions

6. To ensure compliance with the Rules including those set out in this policy, Members are required to
provide to the LME certain information on a daily basis including but not limited to position reports as
set out in the Rules and in the Policy Relating to Position Management Arrangements.

Contracts Subject to Regulatory Position Limits and Exemptions

7. The LME shall apply Regulatory Position Limits to Contracts identified as Critical Contracts or Related

Contracts.
8. The Critical and Related Contracts subject to Regulatory Position Limits are set out below:
Futures Contracts: Options of the Critical Contract
LME Aluminium (AH); Traded Average Price Options (TAPOs) of the Critical Contract
LME Copper (CA); Trade at Settlement (TAS) of the Critical Contract
LME Lead (PB); Monthly Average Futures (MAF) of the Critical Contract — in particular:
LME Nickel (NI); * LME Aluminium (OA)
LME Tin (SN); * LME Copper (OC)
LME Zinc (ZS). » LME Nickel (ON)

1 The FCA rules set out in chapter 10 of the Market Conduct (MAR) Sourcebook of the FCA Handbook (as may be updated or replaced
from time to time) and any applicable guidance published by the FCA from time to time, including but not limited to supervisory findings.
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10.

* LME Lead (OP)

* LME Tin (OS)

* LME Zinc (0Z)

Minis of Critical Contract — in particular:
* LME Aluminium (MA)

* LME Copper (MC)

« LME Zinc (MZ)

Where the LME considers that an additional Contract may amount to a Critical Contract, the LME shall
promptly notify the FCA. In accordance with applicable laws and regulations, market participants shall
have at least 45 days beginning with the date on which the FCA publishes a notice to submit a response
to the FCA on the proposed determination. Subject to the outcome of the FCA’s consultation, the LME
shall establish and apply a Regulatory Position Limit in relation to the new Critical Contract with effect
from the date such Contract becomes a Critical Contract.

The LME shall continue to monitor all Contracts and where the LME believes it to be appropriate to
modify or amend the list outlined above concerning Related Contracts, the LME shall promptly notify the
FCA and shall amend the list of Related Contracts by Notice and update this policy.

Regulatory Position Limits

1.

12.

13.

14.

15.

16.

Calibration and publication

The LME shall publish its Regulatory Position Limits in Schedule 1 of this policy.

The LME shall keep the Regulatory Position Limits under review, including reviewing them periodically
(at least on an annual basis) to ensure they remain, in the opinion of the LME, appropriate. Without
prejudice to any other Rule, before imposing a new Limit or amending an existing Limit, the LME shall
notify the FCA and publicly consult in accordance with its Rules, unless it is not reasonably practicable
to do so.

Without prejudice to any other Rule, where the LME determines in its sole and absolute discretion that
it is necessary or desirable to maintain market orderliness or otherwise comply with its regulatory
obligations, it may amend, modify, suspend, terminate or waive the application of a Regulatory Position
Limit without prior notification or consultation. In such cases, the LME shall make the FCA and market
participants aware of such a change as soon as it is practicable to do so. Where the LME amends a
Regulatory Position Limit to a lower level, market participants shall be solely responsible for reducing
their positions to comply with that new level (without causing any market disorderliness).

The FCA may exceptionally, by giving directions, establish new Position Limits in respect of a Contract.
In these circumstances the LME, working with the FCA, shall ensure that Members, Persons Subject to
the Rules and Clients are made aware of such new FCA limits as soon as is reasonably practicable.

Members, Persons Subject to the Rules and Clients shall comply with and monitor their positions against
these FCA limits at all times as if they were Regulatory Position Limits.

General

The LME shall apply its Regulatory Position Limits to all positions in Critical and Related Contracts held
by a Member, Person Subject to the Rules, Client or any other person on a non-discriminatory basis.
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17.

18.

19.

20.

21.

22.

23.

24,

25.

26.

27.

28.

20.

Members and Persons Subject to the Rules shall ensure that their positions in Critical and Related
Contracts are less than or equal to a Regulatory Position Limit, at all times, except where their position
benefits from a valid Exemption granted by the LME (“Exempt Positions”).

To be clear, the LME does not consider that the “at all times” requirement under the Rules should be
construed as imposing a real-time monitoring obligation on Members and Person Subject to the Rules.
Rather, the requirement should be understood as imposing an obligation to monitor positions on a timely
basis. Members and Person Subject to the Rules should therefore ensure that the combined effect of
their systems, controls and processes relating to position monitoring and management is sufficient to
ensure ongoing compliance with the Rules “at all times”.

In relation to Clients of Members, Members shall ensure that positions held by their Clients in Critical
and Related Contracts are less than or equal to a Regulatory Position Limit, at all times, except where
their position is an Exempt Position. For this purpose, Members shall monitor and identify those Clients’
positions which exceed a Regulatory Position Limit and immediately notify the LME (see below). This
immediacy requirement should be read in its ordinary meaning and should not be understood as
imposing a real-time monitoring obligation.

Members and Persons Subject to the Rules must comply with any directions issued by the LME
(including through the Special Committee) as specified by Notice or otherwise from time to time.

In relation to Clients of Members, the LME or the Special Committee may give directions to a Client via
one or more Members with whom the Client has Client Contracts. In that case each Member shall be
responsible and fully liable for ensuring that their Client complies with such directions and any failure to
do so may be deemed a breach of the Rules. Members shall have arrangements in place with their
Clients for this purpose.

Members are responsible for monitoring open positions and must have appropriate systems and controls
in order to monitor their positions and their Clients’ positions at all times.

Persons Subject to the Rules are responsible for monitoring their open positions and must have
appropriate management control and oversight to comply with the Regulatory Position Limits at all times.

Members, Person Subject to the Rules and Clients are reminded that Accountability Thresholds apply
to positions in Critical and Related Contracts. The Rules applicable to Accountability Thresholds are set
out in the LME’s Policy Relating to Position Management Arrangements and other Rules specified by
the LME from time to time.

Notification and provision of information requirements

Where a position in a Critical Contract and Related Contract held by a Member or a Person Subject to
the Rules breaches a Regulatory Position Limit without a valid Exemption, the Member or Person
Subject to the Rules shall immediately notify the LME directly of such fact and proactively provide the
LME with reasonable details of the cause of such breach and their plan to reduce the position below the
applicable Regulatory Position Limit in an orderly manner.

In relation to Clients, the LME expects a Client to notify it immediately and directly of a breach of a
Regulatory Position Limit (in particular where it holds positions in Critical and Related Contracts across
several Members). In any event a Member must immediately notify the LME of the breach, where, based
on the information available to the Member at the time, its Client’s positions are in excess of a Regulatory
Position Limit.

The requirement to immediately notify the LME should be read in its ordinary meaning and should not
be understood as imposing a real-time monitoring obligation.

Clients must provide the LME (either directly or via their Member) with all reasonable details of the cause
of such breach and their plan to reduce the position below the applicable Regulatory Position Limit in
an orderly manner.

All notifications shall be made in writing to position.surveillance@Ime.com.
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30.

31.

32.

33.

34.

35.

36.

37.

38.

Without prejudice to the foregoing, the LME may in its sole and absolute discretion request, and
Members, Persons Subject to the Rules and Clients (either directly or via their Member) shall promptly
provide, any other information in relation to the relevant breach that the LME determines is necessary
or helpful to its assessment of the situation and/or to enable it to fulfil its regulatory obligations.

Action and enforcement

In the event of a breach of a Regulatory Position Limit, Members and Persons Subject to the Rules shall
be solely responsible for reducing their position back below the applicable Regulatory Position Limit in
an orderly manner. Members shall take reasonable measures and reasonable steps to ensure that their
Clients reduce their positions in the same way.

A breach of a Regulatory Position Limit by a Member or a Person Subject to the Rules and/or a failure
to immediately notify the LME of such breach and/or a failure to comply with a direction given by the
LME (either directly or through the Special Committee) shall be treated as a breach of the Rules and
therefore as an Act of Misconduct. Such breaches may be subject to a fixed penalty charge or subject
to an Investigation and disciplinary proceedings as outlined in the Rulebook.

In relation to Clients of Members or any other person a position which exceeds a Regulatory Position
Limit and/or a failure to comply with a direction via their Member(s) given by the LME (directly or through
the Special Committee) may result in the application of the Client of Concern process as described in
the Rulebook. The LME may deem a Member to have breached the Rules if its Client holds a position
(excluding Exempt Positions) in excess of a Regulatory Position Limit and/or its Client fails to comply
with a direction given by the LME (either directly or through the Special Committee). The LME shall
deem a Member to have breached the Rules if the Member fails to notify the LME immediately if a
Client’s position breaches a Regulatory Position Limit and the Member should have been in the position
to notify the LME based on the information available to the Member at the time.

Period of Regulatory Position Limits

“Spot Month Contracts” are defined as each individual Prompt Date and expiry date up to and
including the next 3rd Wednesday Prompt Date (sometimes referred to as M1) which is not the next
available Prompt Date. When the 3rd Wednesday Future becomes the tom Contract, the Spot Month
Contracts would shift to include the following 3rd Wednesday. Thus, the Spot Month Contracts would
only include two 3rd Wednesday Prompt Dates when the first is the tom Contract.

“Other Months’ Contracts” are defined as each individual Prompt Date and expiry after the Spot
Month Contracts. This includes the Critical Contract’s last applicable tradeable Prompt Date and
expiry.

Regulatory Position Limits apply to Spot Month Contracts and Other Months’ Contracts as set out in
Schedule 1.

Netting and aggregation for the purposes of Regulatory Position Limits

A Member, Person Subject to the Rules and Client must determine their net position held separately in
the Spot Month Contracts and Other Months’ Contracts. Long and short positions must be netted to
determine the net position. A Member, Person Subject to the Rules and Client must exclude Exempt
Positions when making such determinations as per the Rule set out below in paragraph 49.

For the purpose of assessing a position against a Regulatory Position Limit, positions shall not be
netted across different metals.
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39.

40.

41.

42.

43.

44,

For the purposes of calculating positions in any Critical and Related Contract to comply with a
Regulatory Position Limit, the following netting methodology shall apply:

Futures Contract positions expressed in lots
MAF Contract positions expressed in lots
TAS Contract positions expressed in lots
Options Contract positions converted into a Futures equivalent by applying a delta value to each position
TAPO Contract  positions converted into a Futures equivalent by applying a delta value to each position

LMEmini Futures positions converted to adjust for the reduced tonnage of the LMEmini Contract (for
Contract example where the LMEmini Futures Contract ‘lot’ is 5SMT, the position would be a fifth
of the relevant Futures Contract 25MT ‘lot’)

For the purposes of complying with the Regulatory Position Limits that apply respectively to the Spot
Month Contracts and the Other Months’ Contracts, Members, Persons Subject to the Rules and
Clients shall calculate their net position held:

(a) atan individual entity (position holder) level; and

(b) at an aggregated group level (that is their own net positions netted with positions held on their
behalf at an aggregated group level).

A parent undertaking shall determine its net position by aggregating its own net position and the net
positions of each of its subsidiary undertakings. The parent undertaking of a manager of a collective
investment undertaking shall not aggregate positions held in any collective investment undertaking
where it does not influence investment decisions in respect of opening, holding or closing of those
positions.

For the purposes of calculating positions in each of the Spot Month Contracts or the Other Months’
Contracts, position holders and parent undertakings shall aggregate their net positions across all
relevant Prompt Dates and expiry dates in the Critical and Related Contracts.

Where net positions are aggregated as per paragraph 42, the Member, Client or Person Subject to the
Rules remains responsible for ensuring that its positions in each of the Critical Contract and Related
Contracts do not create a risk of disorderly pricing or settlement conditions of such Contracts.

Without prejudice to any other Rule, where the LME determines in its sole and absolute discretion that
the netting of positions in relation to a Related Contract will increase the likelihood of disorderly pricing
or settlement conditions, it shall inform the relevant Member(s), Person(s) Subject to the Rules and/or
Client(s), as the case may be, and prescribe how their positions should be aggregated for the
purposes of discharging their obligation to adhere to the Regulatory Position Limit(s).

Exemptions

45.

General

For the purposes of holding a position in Critical and Related Contracts in excess of a Regulatory
Position Limit in compliance with the Rules, a Member, a Person Subject to the Rules or a Client may
apply to the LME for an Exemption to a Regulatory Position Limit or renew it using the prescribed method
as published by the LME from time to time “Exemption Application”, provided that they are a non-
financial entity or a financial entity (as defined by MAR10) and that they and their positions are eligible
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46.

47.

48.

49.

50.

51.

52.

53.

54.

for the Exemption. The granting of an Exemption and the level of the Exemption Ceiling shall be at the
sole discretion of the LME. No Member, Client or Person Subject to the Rule shall be entitled to an
Exemption and a specific level of Exemption Ceiling.

Members, Persons Subject to the Rules and Clients are solely responsible for determining whether they
need to apply for an Exemption, whether they need to renew an Exemption and where appropriate,
ensuring they have a valid Exemption at all times. Members, Persons Subject to the Rules and Clients
shall provide all necessary information and documentation including those required by the LME on a
timely basis to enable the LME to process the application. Where applying for a Pass-Through
Exemption, Members, Persons Subject to the Rules and Clients must represent and warrant on behalf
of themselves and must ensure that the underlying client warrants that all information provided is
accurate and complete.

The LME has the discretionary power to grant or reject Exemptions. Subject to paragraph 48 below,
Exemptions will be granted for a maximum period of 12 months and will expire after that period.
Exemptions shall remain valid until they expire or are revoked or modified in accordance with the Rules.

Without prejudice to any other Rule, the LME may in its sole and absolute discretion extend the validity
period of an Exemption beyond 12 months for a limited period of time (as determined by the LME) where,
in its opinion such extension is necessary or desirable to either maintain market orderliness or to
otherwise enable it to comply with its regulatory obligations.

If a Member, Person Subject to the Rules or Client is granted an Exemption, Exempt Positions shall not
count towards the net position held at an individual entity (position holder) level or at an aggregated
group (parent undertaking) level with respect to Regulatory Position Limits.

Exemptions and Exemption Ceilings are not transferrable.

Exemptions and Exemption Ceilings are specific to an Exemption Holder and to the specific Critical
Contract and its Related Contracts and specific period (Spot Month Contracts or Other Months’
Contracts).

A breach of an Exemption Ceiling or of a condition of an Exemption by an Exemption Holder shall be
treated as a breach of the Rules and therefore as an Act of Misconduct. Such breaches may be subject
to a fixed penalty charge or subject to an Investigation and disciplinary proceedings as outlined in the
Rulebook.

Exemption Ceilings

Where the LME grants an Exemption, it shall set conditions including a restriction on the size of a total
position (i.e. those which are Exempt Positions and those which are not) “Exemption Ceiling”. The
level of an Exemption Ceiling shall be set at the discretion of the LME.

For the purpose of setting the Exemption Ceiling, the LME shall review each request for an Exemption
Ceiling using the following factors:

(a) the evidence and justification provided for:
i. the Exemption;
ii. the requested level of the Exemption Ceiling (including its size in comparison to the
relevant Regulatory Position Limit);
iii. the ability to unwind the position in an orderly way;
iv. position management and oversight controls;

(b) the Contract characteristics (including but not limited to deliverable supply, open interest, maturity,
volatility and liquidity);

(c) participant information:
i. history of positions in Contracts and/or over-the-counter contracts;
ii. historic engagement with the LME (including compliance with the Rules of the LME and
the spirit thereof);
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55.

56.

57.

58.

59.

iii. risk-management approach;

iv. suitability;

v. credit worthiness;

vi. Clearing Member(s) arrangements;

(d) the impact of the Exemption Ceiling on the LME’s regulatory requirement including its obligation
to promote and maintain orderly markets; and

(e) any other factors that the LME in its sole discretion deems relevant to the setting of the Exemption
Ceiling including any information received during the Exemption Application process.

Powers of revocation or modification

Without prejudice to any other Rule, the LME may revoke an Exemption or modify an Exemption Ceiling
and/or any condition attached to such Exemption at its sole discretion at any time with immediate effect
or with effect from such date that the LME shall specify where it reasonably believes that:

(a) an Exemption Holder has breached (irrespective of whether that breach is on-going at the time of
the LME’s decision to revoke or modify):
i. a condition of its Exemption; and/or
ii. its Exemption Ceiling; and/or
iii. any other applicable Rule,

and/or
(b) the Exemption Ceiling presents a risk to market orderliness; and/or

(c) there has been a significant change to the information provided to the LME during the application
process.

In the event that the LME modifies or revokes an Exemption Ceiling it shall notify the Exemption Holder
in writing and communicate when the modification or revocation shall come into effect. The LME may
make such modification or revocation effective immediately (for example, but not limited to, to maintain
an orderly market). Where the LME modifies or revokes an Exemption Ceiling, the Exemption Holder
shall be solely responsible for reducing their position below the applicable Exemption Ceiling or
Regulatory Position Limit, as the case may be, while ensuring market orderliness and/or ensuring that
it does not act in a way that could cause the LME to breach any applicable law or regulation to which it
is subject.

The LME shall promptly notify the Exemption Holder of the revocation or modification of an Exemption,
Exemption Ceiling or condition thereof. In the case of a Person Subject to the Rules, the LME may notify
relevant Members of such revocation or modification in accordance with Regulation 21 of Part 2 of the
Rulebook.

In the event that the LME revokes or modifies Exemption, Exemption Ceiling and/or any condition
attached to such Exemption or Exemption Ceiling, the Exemption Holder shall remain solely responsible
for managing their positions in an orderly way before such revocation or modification comes into effect.
Any discussion or communication with the LME for these purposes is not, and should not be construed
as, advice, or a waiver of such obligation, or a waiver of the LME’s right to exercise any of its powers
under the Rules. The LME may require the Exemption Holder to provide details as to how they intend
to achieve this and the Exemption Holder shall promptly provide such details.

During the period of validity of an Exemption, an Exemption Holder may request at any time an

amendment to the level of its Exemption Ceiling. Such request would have to be justified and supported
with relevant evidence and would amount to a new Exemption Application for consideration by the LME.
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Exemption conditions (general)

60. All Exemptions are subject to the following conditions:

Condition 1

Condition 2

Condition 3

Condition 4

Condition 5

Condition 6

An Exemption remains valid provided that the Exemption Holder
is and remains a Member or a Person Subject to the Rules
throughout the entire period of validity of the Exemption.?

The total positions (those which are Exempt Positions and those
which are not) held by the Exemption Holder must remain below
or equal to an Exemption Ceiling.

An Exemption Holder must monitor, net and aggregate its total
positions (i.e. those which are Exempt Positions and those which
are not). An Exemption Holder must use the same method of
netting and aggregation as described in the paragraphs of the
Policy under the sub-title “Netting and aggregating for Regulatory
Position Limits” but must include in its calculations Exempt
positions.

Where an Exemption Holder is a Person Subject to the Rules, it is
responsible for monitoring its open positions and have
appropriate management control and oversight to comply with all
of the conditions of an Exemption including the Exemption Ceiling
at all times.

Where an Exemption Holder is a Member, it is responsible for
monitoring its open positions and have appropriate systems and
controls to comply with all of the conditions of an Exemption
including the Exemption Ceiling at all times.

An Exemption Holder must not provide false, misleading,
inaccurate, erroneous or late information to the LME, including
but not limited to, as part of its application for an Exemption (or
renewal of such Exemption).

An Exemption Holder must not have engage in conduct which
has brought or may be likely to bring the LME or any of its
markets into disrepute. An Exemption Holder must not act in a

2 Pyrsuant to its powers of revocation, the LME shall revoke an Exemption if an Exemption Holder is not or ceases to be a Member or a
Person Subject to the Rules during the period of validity of the Exemption. In such event, the LME shall notify the Exemption Holder in
writing and communicate when the revocation shall come into effect. Before the revocation of an Exemption comes into effect, the
Exemption Holder shall be solely responsible for reducing their position below the applicable Regulatory Position Limit in an orderly

manner.
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way that could cause the LME to breach any applicable law or
regulation to which it is subject.

An Exemption Holder must not engage in an Act of Misconduct.
Condition 7

In the event an Exemption is granted, the Exemption Holder must
notify in writing, without delay, their Member(s) that they have an
Exemption, the expiry date of the Exemption, the type of
Exemption and the proportion of their position with that Member
which benefits from the Exemption. Except where all (100%) of its
positions benefit from a valid Exemption, an Exemption Holder
must communicate to its Member(s) on a daily basis the
proportion of each close of business position which benefits from
an Exemption.

Condition 8

An Exemption Holder must notify the LME in writing to
Condition 9 position.surveillance@Ilme.com promptly if there is a significant
change to the nature or value of its commercial or trading
activities and is relevant to the information provided when the
Exemption was requested. This condition includes any
information that the LME would reasonably expect to be advised
of which may impact the LME’s decision as to whether it is
appropriate to grant, renew modify or revoke an Exemption.

In the event the total positions of an Exemption Holder breach an
Exemption Ceiling, or in the event the Exemption Holder
breaches any condition of its Exemption, the Exemption Holder
must notify the LME in writing to position.surveillance@Ime.com
directly and immediately3. The Exemption Holder must provide
the LME with reasonable details of the cause of such breach and
the Exemption Holder’s plans to remedy the breach.

Condition 10

61.  Abreach of a condition by an Exemption Holder may lead to the revocation of its Exemption by the LME.
As noted above, a breach of a condition shall be treated as an Act of Misconduct resulting in a fixed
penalty charge or the opening of an Investigation and disciplinary proceedings as outlined in the
Rulebook.

62. The LME may, at its sole discretion, amend the above list of conditions (including, but not limited to
adding conditions) depending on the circumstances of the Exemption Holder and the nature of the
Exemption applied for.

3 This immediacy requirement should be read in its ordinary meaning and should not be understood as
imposing a real-time monitoring obligation.
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63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

74.

75.

Exemption Applications — All Exemptions

Applicants must submit their Exemption Applications with all relevant evidence to the LME at
position.surveillance@Ime.com.

A person wishing to apply for an Exemption would be required to apply in their own name and would
not be able to use another legal entity or natural person to do so.

The Exemption Application can be used to apply for, amend or cancel an Exemption. Applicants
seeking to re-apply for an Exemption ahead of the 12-month expiry shall be responsible for providing
an updated Exemption Application with all necessary updated information with sufficient time for the
LME to undertake appropriate analysis.

The LME may, at its sole discretion, determine the criteria that apply to Exemption Applications. The
criteria shall be set in Exemption Application forms.

Applicants must provide accurate, complete and detailed information and relevant supporting
documentation which is current at the time of the Exemption Application and in relation to the period for
which the Exemption is requested. Incomplete or inaccurate Exemption Applications may be rejected or
may cause significant delays to the Exemption being granted.

Should the LME at any time suspect that the information provided in an Exemption Application is false
or misleading, the LME may refuse an Exemption Application, withdraw or amend the conditions of an
Exemption or the level of an Exemption Ceiling without prejudice to taking any further action under its
Rules.

Applicants must provide supporting evidence to help the LME assess the application. Supporting
evidence may include trade data, position data, financial statements, annual reports, internal policies
and other pertinent information.

The information and evidence as required by the Exemption Application and this policy is not exhaustive
and the LME, at its discretion, may seek further information, clarification or evidence to support its
analysis of the Exemption Application.

Applicants should anticipate an iterative process as the LME assesses the information provided.
Applications must be made in good time ahead of the intended effective date of the Exemption in order
to allow for the LME to assess the Exemption Application.

A suitable person of appropriate seniority (such as but not limited to Head of Compliance) shall attest
to the accuracy and completeness of the information provided in the Exemption Application form. The
Exemption Application shall not be considered complete without a satisfactory attestation.

Information provided in the Exemption Application and associated to further information requests
concerning Exemption Applications shall be treated by the LME as Confidential Information.

The LME shall assess Exemption Applications and promptly communicate its decision to the applicant.

Available Exemptions

Firms may apply for the following Exemptions for their eligible positions (i.e. a position which meets the
criteria to obtain an Exemption, noting that the LME retains full discretion as to whether it will grant the
Exemption):

(a) “Hedging Exemption” — a non-financial entity which holds eligible positions in one or more
Critical Contracts and Related Contracts for the purposes of reducing risks directly related to its
commercial activity;

(b) “Pass-Through Hedging Exemption” — a financial entity which holds eligible positions in one or
more Critical Contracts and Related Contracts for the purposes of enabling a non-financial entity
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to benefit from the Hedging Exemption or to offset an OTC position held with a non-financial entity
which is conducting hedging activity; or

(c) “Liquidity Provider Exemption” — a financial entity or a non-financial entity which holds eligible
positions in one or more Critical Contracts and Related Contracts and those positions are
objectively measurable as resulting from a transaction consistent with obligations to provide
liquidity via an LME-approved liquidity provider scheme.

Hedging Exemption

76. On the basis of the information provided in the Exemption Application and during the Exemption
Application process, the LME must be satisfied that the position held by the non-financial entity:

(a) is objectively measurable as reducing risks directly relating to their commercial activity; and

(b) either:

i. reduces the risks arising from the potential change in the value of assets, services, inputs,
products, commodities or liabilities that the non-financial entity or its group does (or
reasonably anticipates that it will) own, produce, manufacture, process, provide,
purchase, merchandise, lease, sell or incur in the normal course of its business; or

ii. qualifies as a hedging contract pursuant to UK-adopted IFRS as defined in the FCA rules;
and

(c) is capable of being unwound in an orderly way.

77. Exemption Applications concerning Hedging Exemptions shall include at least the following information,
at the time of the Exemption Application and in relation to the following 12 months from the date of
submission:

(a) an explanation as to how the applicant is a non-financial entity as defined under the FCA rules;
(b) a description of how the position complies with the requirements of paragraph 76;

(c) adescription of the nature and value of the non-financial entity’s commercial activities in the metal
underlying the Contract for which an exemption is sought;

(d) a description of the nature and value of the non-financial entity’s activities in the trading of and
positions held in the relevant Contract as well as in over-the-counter contracts;

(e) adescription of the nature and size of the exposures and risks in the metal which the non-financial
entity has or expects to have as a result of its commercial activities and which are or would be
mitigated by the use of Contracts and over-the-counter contracts; and

(f) an explanation of how the non-financial entity’s use of Contracts and over-the-counter contracts
directly reduces its exposure and risks in its commercial activities.

78.  The non-financial entity shall:

(a) provide internal policies describing:
i. the types of Contract and over-the-counter contracts included in the portfolios used to
reduce risks directly relating to commercial activity and their eligibility criteria;
ii. the link between the portfolio and the risks that the portfolio is mitigating; and
iii. the measures adopted to ensure that the positions concerning those contracts in (i) serve
no other purpose than covering risks directly related to the commercial activities of the
non-financial entity, and that any position serving a different purpose can be clearly
identified; and

(b) provide a sufficiently disaggregated view of the portfolios in terms of distinguishing between
Contracts and over-the-counter contracts, underlying metal, time horizon and other relevant
factors.
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79.

80.

81.

82.

83.

84.

85.

86.

A condition of a Hedging Exemption is that the Exemption Holder shall notify the LME:

(a) promptly if there is a significant change relevant to the nature or value of the non-financial entity’s
commercial activities or its trading activities in Contracts and over-the-counter contracts, and the
change is relevant to the information required in the Exemption Application;

(b) promptly of a breach of any condition relating to an Exemption; and

(c) in any event, on an annual basis, of its intention to rely on the Exemption or otherwise, and
supplying any changes to the information previously submitted in accordance with the Exemption
Application so the LME can re-assess whether to grant the Exemption (i.e. the Exemption
automatically expires unless it successfully reapplies).

Pass-Through Hedging Exemption

On the basis of the information provided in the Exemption Application and during the Exemption
Application process, the LME must be satisfied that:

(a) the financial entity enters into a Contract for the purposes of enabling a non-financial firm to benefit
from the Hedging Exemption; and/or

(b) the financial entity enters into a Contract for the purpose of off-setting the risk arising from an over-
the-counter contract with a non-financial entity facilitating hedging activity.

Where the paragraph 80(b) above is applicable, the financial entity must obtain and provide to the LME
with the Exemption Application written representation from the non-financial entity that the position
entered into facilitates hedging activity. For this purpose, the LME shall accept a standardised
agreement as provided by the International Swaps and Derivatives Association (ISDA), in Schedule 2.
To be clear, the LME will accept other types of written confirmation.

The LME shall not accept Exemption Applications concerning Pass-Through Hedging Exemptions
conducted on behalf of anonymised entities.

Exemption Applications concerning Pass-Through Hedging Exemptions shall include at least the

following information, at the time of the application and where possible in relation to the following 12
months from the date of submission:

(a) an explanation as to how the applicant is a financial entity as defined under the FCA rules;

(b) a description of how the position complies with the requirements of paragraph 80;

(c) a description of the financial entity’s risk-mitigation services in the metal underlying the Contract
for which an Exemption is applied; and

(d) a description of the financial entity’s trading activity and positions for which an Exemption is
applied, in Contracts and over-the-counter contracts that relate to providing risk mitigation
services.

Where a financial entity is unable to accurately anticipate the information concerning the following 12
months, the LME requires that the financial entity make best efforts to provide information with respect
to forward looking activity on the basis of the previous 12 months. In that event, the financial entity must
make clear within their application where it has relied on such information.

For the avoidance of doubt a Pass-Through Hedging Exemption may not be applied for inventory
monetisation or for the purposes of financing arrangements.

A condition of a Pass-Through Hedging Exemption is that the Exemption Holder shall notify the LME:
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87.

88.

89.

90.

91.

92.

(a) promptly if there is a significant change to relevant to the information set out in the Exemption
Application; and

(b) on an annual basis of its intention to rely on the Exemption or otherwise, and supplying any
changes to the information previously submitted, including information relating to the period for
the next 12 months.

Liquidity Provider Exemption

On the basis of the information provided in the Exemption Application and during the Exemption
Application process, the LME must be satisfied that:

(a) A specific application has been received by the entity for these purposes;

(b) The obligations to provide liquidity are clearly defined and relate to observable metrics of market
quality, including depth and tightness of the spread;

(c) The position arises from discharge of the entity’s obligation as a liquidity provider; and

(d) The Exemption is temporary in duration and the entity reduces its position as soon as reasonably
practicable prior to the expiry of the Contract.

Exemption Applications concerning Liquidity Provider Exemptions must include at least the following
information, at the time of the application:

(a) the details of the incentive programme relevant to the application;
(b) a description of how the position complies with the requirements of paragraph 87;

(c) a description of the liquidity the applicant provides in respect of the Contract for which an
Exemption is being requested; and

(d) an acknowledgement that the Exemption is temporary in duration and confirmation that the
position will be reduced as soon as reasonably practicable and prior to the expiry of the Contract.

Liquidity Provider Exemptions will expire automatically in the event the incentive programme is
terminated or the Exemption Holder ceases to participate in the incentive programme.

The LME considers that its active incentive programmes are volume-based and therefore would not be
eligible for the Liquidity Provider Exemption as market participant activity in the incentive programmes
are not measured in relation to observable metrics of market quality including depth and tightness of
spread.

While this is a current assessment of the incentive programmes which are active at the LME, the LME
may at its discretion and subject to regulatory non-objection, change this approach in the future should
the requirements of the incentive programmes change or new incentive programmes be introduced.

Notwithstanding the above, the LME shall review Exemption Applications concerning the Liquidity
Provider Exemption on a case-by-case basis.

Questions

93.

Members, Persons Subject to the Rules or Clients with queries regarding this policy should contact
Market Surveillance at market.surveillance@Ime.com.
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Amendment and Change History

February 2026 Market Surveillance Consultation relating to PS25/1

April 2026 Market Surveillance Decision Notice relating to PS25/1
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©LME

An HKEX Company

Schedule 1

Regulatory Position Limits

Critical/Related Contract Spot Month Contracts

Regulatory Position
Limits (Lots)

LME Aluminium (AH) 30,000
LME Copper (CA) 18,000
LME Nickel (NI) 11,000
LME Lead (PB) 7,000
LME Tin (SN) 1,000
LME Zinc (ZS) 10,000

THE LONDON METAL EXCHANGE AND LME CLEAR

10 Finsbury Square, London EC2A 1AJ | Tel +44 (0)20 7113 8888

The London Metal Exchange is registered in England (no 2128666)

LME Clear Limited is a private limited company and is registered in England (07611628)

Other Months’
Contracts Regulatory
Position Limits (Lots)

45,000
25,000
14,000
8,000
1,100
13,000

LME.COM
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Schedule 2
ISDA

“Party [B] represents that, unless it has otherwise notified Party [A] in writing prior to executing a Transaction, each Transaction it enters into under this Agreement facilitates Hedging
Activity”

“Hedging Activity” means any transaction entered into, or position held, or any other activity by Party [B], that:
(1) is objectively measurable as reducing risks directly relating to its commercial activity; or
(2) qualifies as a hedging contract pursuant to UK-adopted IFRS (or equivalent accounting standards). [(See note below)]

For these purposes, a transaction, position or other activity is “objectively measurable as reducing risks” when it reduces the risks arising from the potential change in the value of
assets, services, inputs, products, commodities or liabilities that the non-financial entity or its group owns, produces, manufactures, processes, provides, purchases, merchandises,
leases, sells, or incurs or reasonably anticipates owning, producing, manufacturing, processing, providing, purchasing, merchandising, leasing, selling or incurring in the normal course
of its business.

Note: MAR 10.2.7R specifically allows the trading venue to determine that a transaction is within the Hedging Exemption when either it is objectively measurable as reducing risks or it
qualifies as a hedging contract under UK-adopted IFRS.
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OLME

An HKEX Company

To: All members and other interested parties

Ref: 241435 [xx/xxx

Classification: Disciplinary

Date: 02-Apri2024 [xx] 2026

Subject: FIXED PENALTIES FOR FIXED PENALTY OFFENCES

Summary

1. This Notice amends and replaces Notice 24/135, and sets out conduct which constitutes a Fixed
Penalty Offence (as defined below) and the Fixed Penalty (as defined below) that shall be
imposed in respect of each Fixed Penalty Offence. This Notice also sets out the process that
applies in respect of the LME imposing a Fixed Penalty on a Member and Person Subject to the
Rules and the process for disputing a Fixed Penalty.

2. The LME may update or supplement this Notice from time to time, whether in the form of a Notice

or in other communications from the LME.

Defined Terms

3. Terms not otherwise defined herein shall have the meaning ascribed to them in the LME Rulebook
(the “Rulebook”).

Fixed Penalty Offences

4. The following breaches of the Rulebook and applicable Notices shall constitute a Fixed Penalty
Offence:

(@)

A failure to comply with the requirements relating to the entry of orders and trades into the
trading and matching systems as set out in the Rules and Administrative Procedures,
including but not limited to, the accuracy, completeness or timeliness of entered trades;

A failure to comply with the requirement to provide Personally Identifiable Information files
to the LME as set out in Notice 17/367 dated 2 November 2017;

(c) Afailure to accurately report options volatilities in accordance with Regulation 5.7 of Part 3
of the Rulebook;

(d) A failure to report transactions to the LME in accordance with Regulation 23 of Part 3 of
the Rulebook;—and

(e)  Either a failure to provide a complete and accurate set of data as required pursuant to the
Minimum Volume Threshold (“MVT Rule”) in the execution of trades in the inter-office
market as defined in Regulation 2.5A of Part 3 of the Rulebook (as amended from time to
time) or where one or more trades that have been executed in the inter-office market fail to
adhere to the MVT Rule;

(f) A failure to comply with a Requlatory Position Limit, in accordance with the Policy Relating
to Requlatory Position Limits and Exemptions, and the Rulebook;

THE LONDON METAL EXCHANGE AND LME CLEAR LME.COM

10 Finsbury Square, London EC2A 1AJ | Tel +44 (0)20 7113 8888
The London Metal Exchange is registered in England (no 2128666)
LME Clear Limited is a private limited company and is registered in England (07611628)



(g) Afailure to comply with an Exemption Ceiling or a condition attached to an Exemption, in
accordance with the Policy Relating to Regulatory Position Limits and Exemptions, and the
Rulebook; and

(h) A failure to comply with any Rule pertaining to a Pesitien-Management-Control position
management arrangement (excluding daily reporting of positions which is covered under
Notice [xx/xxx] on Automatic Penalty Charges for Commodity Position Report and Warrant
Management Failures), in accordance with the Policy Relating to Position Management
Arrangements, and the Rulebook.

5. The LME shall commence an investigation and take appropriate disciplinary action in accordance
with Reqgulations 13 and 14 of Part 2 of the Rulebook in respect of any occurrence of a Fixed
Penalty Offence listed with under paragraphs 4(f)-(h) above, which the LME may deem, in its
absolute discretion, to be significant, egregious and/ or repeated.

6. The LME may commence an investigation and take appropriate disciplinary action, in accordance
with Regulations 13 and 14 of Part 2 of the Rulebook, in respect of any occurrence of any Fixed
Penalty Offence which the LME may deem, in its absolute discretion, to be significant, egregious
and/ or repeated.

Fixed Penalty

5.7. Any Member who commits a Fixed Penalty Offence listed within paragraphs 4(a)-(d) above on 5
days or more in a calendar month will be subject to a Fixed Penalty as set out below:

(@)  £5,000 for a first incidence;
(b)  £10,000 for a second incidence; and

(c) £15,000 for each incidence thereafter within a 24-month rolling period (starting from the
first incidence).

6- 8. Any Member who commits the Fixed Penalty Offence listed at paragraph 4(e) above will be subject
to a Fixed Penalty as set out below:

(a) £5,000 for a first breach:;

(b)  £10,000 for a second breach; and

(c) £15,000 for each breach thereafter within a 24-month rolling period (starting from the first
breach).

9. Any Member or Person Subject to the Rules who commits a Fixed Penalty Offence listed within
paragraphs 4(f) - (h) will be subject to a Fixed Penalty as set out below:

(a) £5,000 for a first breach:;

(b)  £10,000 for a second breach; and

(c) £15,000 for each breach thereafter within a 24-month rolling period (starting from the first

breach).

Summary of the Enforcement Process

7+ 10. In accordance with Regulation 14.7 of Part 2 of the Rulebook and following the occurrence of a
Fixed Penalty Offence, the LME shall issue a Member with Fixed Penalty Notice. The Fixed
Penalty Notice shall set out: (i) the Fixed Penalty Offence that occurred; and (ii) the date (and,
where relevant, the time) on which the Fixed Penalty Offence occurred. The Fixed Penalty Notice
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will also set out the Fixed Penalty that is payable by a Member, giving the Member thirty (30)
calendar days to pay the Fixed Penalty. The Member shall pay the Fixed Penalty, unless the
Fixed Penalty is disputed (in which case, the process for disputing a Fixed Penalty is set out at
paragraph 490 11 below). Where a Fixed Penalty has been paid the LME shall issue a Notice to
the market setting out the name of the Member, the Fixed Penalty Offence and the amount of the

Fixed Penalty.

Appealing a Fixed Penalty

8. 11. In accordance with Regulation 14.8 of Part 2 of the Rulebook, any Member that wishes to dispute
the imposition of a Fixed Penalty may do so by lodging a Fixed Penalty Appeal with the Head of
Enforcement within five (5) Business Days of receiving the Fixed Penalty Notice. A Member may
only dispute a Fixed Penalty where it has a valid reason to do so, for example that the Fixed
Penalty was imposed in error (see also paragraph 43-14 below).

Process for Appealing a Fixed Penalty

9. 12. The Fixed Penalty Appeal from the Member should set out the reasons for disputing the Fixed
Penalty and any evidence in support thereof. The appeal process set out below shall then apply:

(a) the Head of Enforcement shall refer the Fixed Penalty Appeal to the Chairman of the
Disciplinary Panel who will constitute a Disciplinary Committee in accordance with the
Rulebook in order to determine the Fixed Penalty Appeal. The Fixed Penalty Appeal shall
be conducted in accordance with Regulations 14.60 to 14.68;

(b) the Disciplinary Committee shall consider whether the Fixed Penalty should be upheld and
shall notify the LME and the Member of its decision in writing within twenty (20) Business
Days of the conclusion of the Fixed Penalty Appeal hearing. If the Disciplinary Committee
determines that the Fixed Penalty should be overturned, then the Member shall not be
required to pay the Fixed Penalty. If the Disciplinary Committee determines that the Fixed
Penalty should be upheld, then the Member shall pay the Fixed Penalty within thirty (30)
calendar days of being informed of the Disciplinary Committee’s determination. Once the
Member pays the Fixed Penalty, the LME shall publish a notice to the market setting out
the name of the Member, the Fixed Penalty Offence and the amount of the Fixed Penalty;
and

(c) the decision of the Disciplinary Committee in respect of a Fixed Penalty Appeal shall be
final and there shall be no right to further appeal.

40:13. Failure by a Member to pay either: (i) an undisputed Fixed Penalty within thirty (30) calendar days
of receiving a Fixed Penalty Notice; or (ii) a disputed Fixed Penalty upheld by the Disciplinary
Committee within thirty (30) calendar days of receiving the written decision of the Disciplinary
Committee shall constitute an Act of Misconduct pursuant to Part 2 of the Rulebook.

1414. For the avoidance of doubt, requests for leniency (citing, for example, unforeseen events, systems
issues, staff shortages etc ) shall not constltute a valid reason for dlsputlng the |mp03|t|on of a
Fixed Penalty - ; /

42- 15. The LME may update or supplement this Notice from time to time, whether in the form of
a Notice or in other communications from the LME.

Susan Small
General Counsel & Head of Enforcement, LME Group
Kishan—— Chandarana
Headelflagal LIVE
CccC: Board directors
Disciplinary Panel
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OLME

An HKEX Company

To: All members and other interested parties
Ref: 241436 [xx/xxx]

Classification: Disciplinary

Date: 02 April-2024 [xx] 2026

Subject: LME INDICATIVE PENALTIES
Summary

1.

Pursuant to Regulations 14.35-14.35.7 of Part 2 of the Rules and Regulations of the LME (the “LME
Rulebook”), this Notice sets out indicative financial penalties (“Indicative Penalties”) for Members,
Dealers, and Member Representatives and Persons Subject to the Rules to be attached to certain
Acts of Misconduct'in the LME Rulebook. The Indicative Penalties represent the level of financial
penalty the LME and the Enforcement Committee consider may be appropriate for certain acts of
misconduct given no aggravating or mitigating circumstances. The Enforcement Committee has
ratified the Indicative Penalties contained within this Notice in accordance with Regulation 14.36 of
Part 2 of the LME Rulebook.

Defined Terms

2. Terms not otherwise defined herein shall have the meaning ascribed to them in the LME Rulebook.
Background
3. This Notice withdraws and replaces Notice 24/136 24107 dated 2_April June 20244 (“Notice

24/1364407"). The purpose of this Notice is to explain that significant, egregious and/ or repeated
breaches of a Regulatory Position Limit, an Exemption Ceiling or condition attached to an Exemption
Ceiling, or any Rule pertaining to a Position Management Control shall be treated as breaches which
may bring the LME or any of its markets into disrepute and be subject to a penalty as set out within

this Notice.:

2—Thic Notice lated-to-lndicative Penalties-for M h D, I} and M h =) tativas pnrcnantt the | ME Ruleb k1t d s notadd indicati
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Nature and Scope this Notice

5.4. The LME considers that any penalty imposed, including the level of any fine, should reflect the
nature, gravity and circumstances of the relevant Act or Acts of Misconduct as well as being
sufficient to act as a credible deterrent to: (i) the Member or Person Subject to the Rules from
committing a future Act of Misconduct; and (ii) other Members or Person Subject to the Rules
from committing a similar Act of Misconduct. This is the framework upon which this guidance has
been prepared and upon which the LME approaches enforcement of the LME Rulebook.

6.5. The Indicative Penalties that are set out in this Notice are the starting point in the LME’s or the
Enforcement Committee’s, or relevant Disciplinary Committee or Appeal Committee’s (as the
case may be) assessment of the financial penalty that is to be imposed upon a Member, Dealer,
or Member Representative or Person Subject to the Rules, whether through settlement or
disciplinary proceedings, for certain Acts of Misconduct. In determining the appropriate financial
(or non-financial) penalty to be imposed, the specific circumstances of the Act of Misconduct in
question shall be taken into account by, the Enforcement Committee, a Disciplinary Committee,
an Appeal Committee or the LME (as applicable), including any aggravating or mitigating factors.
This means that the level of any financial penalty that is imposed in relation to a particular Act of
Misconduct may be above or below the relevant Indicative Penalty.

#-6.  Forthe avoidance of doubt, the Indicative Penalties that are set out in this Notice are not intended
in any way to fetter the discretion of the Enforcement Committee, a Disciplinary Committee, or
an Appeal Committee, or the LME to impose any penalty, including a non-financial penalty that is
deemed appropriate in the circumstances. This Notice is not intended to be exhaustive, and
there may be other factors to be taken into account when consideration is being given to the
specific circumstances of any particular Act of Misconduct, including those for which Indicative
Penalties are provided in this Notice.

8.7. The LME is mindful that the action it takes against Members, Dealers, and Member
Representatives and Persons Subject to the Rules for breaches of the LME Rulebook must be
appropriate and in accordance with its own regulatory obligations. The LME believes that it
is not possible or appropriate to formulate Indicative Penalties for every potential rule breach.
However this Notice provides Indicative Penalties for certain breaches for which the LME
considers financial penalties are able to be appropriately set.

9.8. The LME may update or supplement this Notice from time to time, whether in the form of Notices
or in other communications from the LME.

Summary of the Investigation and Enforcement Process

40: 9. Pursuant to Regulation 13 of Part 2 of the LME Rulebook, the LME may, in its absolute discretion,
conduct an Investigation where it considers that there is sufficient evidence to suspect that one or
more Acts of Misconduct (as defined in Regulation 13.2 of Part 2 of the LME Rulebook) may
have occurred.

:

. During an Investigation, the LME will request information from the Member or Person Subject to
the Rules concerned and may (pursuant to Regulation 13.6 of Part 2 of the LME Rulebook)
require that meetings and/or interviews be held with representatives from the Member or Person
Subject to the Rules to answer questions or provide explanations on issues that the LME
considers relevant to the Investigation.

42- 11. Once the LME has completed its Investigation the LME may take one or more of the following
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courses of action, as applicable, pursuant to Regulation 14.1 of Part 2 of the LME Rulebook:

(a) Take no further action: if, after having submitted an investigation report to the
Enforcement Committee, the Enforcement Committee determines, on the balance of
probabilities, that an Act of Misconduct has not occurred;

(b) Issue a Private Warning: if the LME considers that a violation of the LME Rulebook has
occurred, it may, at its absolute discretion, determine to issue a Private Warning. Private
Warnings will normally be issued for minor, uncontested violations of the LME Rulebook.
However, there may be other instances where, given the specific circumstances of the
case, the LME considers it appropriate to issue a Private Warning. Private Warnings are,
by their nature, private communications between the LME and the Member, Dealer, or
Member Representative or Person Subject to the Rules and will not be published by
Notice. A Private Warning shall not constitute an official form of disciplinary sanction but
may be taken into account by the LME or the Enforcement Committee or any Disciplinary
Committee or Appeal Committee when considering any subsequent Act of Misconduct by
the Member, Dealer, or Member Representative or Person Subject to the Rules who has
received a Private Warning. There is no right of appeal against a Private Warning;

(c) Impose a Fixed Penalty: a Fixed Penalty may be imposed on a Member, Person Subject
to the Rules or Client of Concern if the Act of Misconduct constitutes a Fixed Penalty
Offence. A Member may appeal the imposition of a Fixed Penalty in accordance with the
procedures set out between Regulations 14.5760 and 14.6568 of Part 2 of the LME
Rulebook and Notice [X], as amended from time to time; and

(d) Recommend to the Enforcement Committee that disciplinary action be taken either by
way of the commencement of disciplinary proceedings or settlement: where the LME
considers that there is evidence that an Act of Misconduct has occurred, and the courses of
action at paragraphs 121 (a) — (c) above are not deemed appropriate, the Enforcement
Committee may determine that disciplinary proceedings should be commenced against
the relevant Member, Dealer, or Member Representative or Person Subject to the Rules
concerned.

Disciplinary Proceedings

13- 12.

Appeals

15- 14.

If the Enforcement Committee considers it appropriate for the LME to commence disciplinary
proceedings, a Notice approved by it setting out the alleged Act of Misconduct, together with a
summary of the facts relied upon, shall be served by the LME on the Member, Dealer or Member
Representative. The Member, Dealer, er Member Representative or Person Subject to the Rules
shall have twenty (20) Business Days from service of the Notice to serve a Defence.

If a Member, Dealer, er Member Representative or Person Subject to the Rules serves a Defence
within twenty (20) Business Days, the LME will consider the Defence and may choose either to
(a) continue disciplinary proceedings, (b) discontinue disciplinary proceedings, or (c) issue a
Private Warning. In the case of (a), the Head of Enforcement will refer the case to the Chairman of
the Disciplinary Panel who will constitute a Disciplinary Committee in accordance with Regulation
14.844 of Part 2 of the LME Rulebook in order to hear and determine the case. The Disciplinary
Committee will notify the LME, and the Member, Dealer, er Member Representative or Person
Subject to the Rules in writing that it has been constituted and the date on which it has been
constituted. In the case of (b) or (c), any such decision will be subject to ratification by the
Enforcement Committee and will not be effective until such ratification. Following ratification, the
LME will inform the Member, Dealer, er--Member Representative or Person Subject to the Rules
of the decision in writing.

Within ten (10) Business Days of service of the Disciplinary Committee’s decision, either the
Member, Dealer, e-Member Representative or Person Subject to the Rules or LME may appeal
the decision by serving a Notice of Appeal on the Chairman of the Appeal Panel and the LME, in
accordance with Regulations 14.401 and Regulations 14.40-42 of Part 2 of the LME Rulebook.
On receipt of the Notice of Appeal, the Chairman of the Appeal Panel will constitute an Appeal
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Committee, in accordance with Regulation 14.825 of Part 2 of the LME Rulebook, to determine
the appeal. The decision of the Appeal Committee will be notified to the parties as soon as
practicable and shall be final.

Settlement

46- 15. The LME and Member, Dealer, eMember Representative or Person Subject to the Rules may,
pursuant to Regulation 14.669 of Part 2 of the LME Rulebook, agree to a settlement in lieu of
disciplinary proceedings. Settlement may be agreed between the LME and Member, Dealer, or
Member Representative or Person Subject to the Rules at any time after the issuance of an
Notice of Investigation (“Nol”) up to the commencement of the disciplinary hearing. Any
settlement negotiations that occur shall be conducted on a without prejudice basis, including any
settlement discussions in which a settlement discount may apply. If the LME and Member, Dealer,
or Member Representative or Person Subject to the Rules agree to a settlement, the terms of
such settlement must be submitted to the Enforcement Committee in the form of a settlement
agreement for ratification. The terms of a settlement agreement will not take effect until the
settlement agreement is ratified by the Enforcement Committee. All settlement agreements that
are ratified by the Enforcement Committee have the same status as a decision served by a
Disciplinary Committee.

Settlement Discount

47 16. A reduction of 30% in the amount of the financial penalty that would otherwise apply will be
offered to a Member, Dealer, er Member Representative or Person Subject to the Rules if they
agree to a settlement from any time between an Nol being issued and such time as the
Enforcement Committee considers in its absolute discretion to be reasonable and appropriate (the
“Settlement Window”). As a general guide, the Enforcement Committee will consider a three
month period (from the date that settlement discussions begin) to be a reasonable amount of
time for the Settlement Window. However, there may be circumstances when the Settlement
Window should be extended (for example, if a case is particularly complex). If such a situation
arises, the LME may request the Enforcement Committee to grant an extension to the Settlement
Window and the Enforcement Committee may grant such additional time as it considers
reasonable and appropriate. The 30% reduction for settlement within the Settlement Window will
operate as an automatic discount after the decision on the applicable financial penalty has been
agreed, that is after all relevant circumstances, including mitigation, have been taken into account
by the Enforcement Committee. In certain circumstances and, depending on the particular facts
of a case, this may mean that settlement is agreed between the LME and a Member, Dealer, or
Member Representative or Person Subject to the Rules for an amount that is below the Indicative
Penalties contained within this Notice. A settlement discount will not be applied to any settlements
that are agreed between the LME and a Member, Dealer, er Member Representative or Person
Subject to the Rules after the expiry of the Settlement Window.

48- 17. In addition to a settlement discount, the LME may, in the exercise of its discretion, award an
additional discount to a Member, Dealer, e Member Representative or Person Subject to the
Rules who has demonstrated good co-operation with the Exchange’s enquiries (in accordance
with Regulation 13.6 of Part 2 of the Rulebook) during the course of an Investigation. The co-
operation discount and the settlement discount, if applied to a financial penalty, shall be applied
independently of one another. This means that the application of the settlement discount shall
first be applied to a financial penalty. The co-operation discount shall then be applied to the
amount of the financial penalty after the settlement discount has been applied.

Acts of Misconduct and Indicative Penalties

49: 18. This section of the Notice sets out a non-exhaustive list of Indicative Penalties for certain Acts of
Misconduct. It is the view of the LME that it is inappropriate, however, to prescribe Indicative
Penalties for certain Acts of Misconduct, particularly for market abuse.

20- 19. Market abuse may constitute both a civil offence under the UK Market Abuse Regulation as well
as a criminal offence under UK law. Therefore the LME will refer any potential instances of market
abuse it detects on its market without delay to the UK Financial Conduct Authority (the “FCA”).
This will not preclude the LME from itself commencing an investigation into a potential instance
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of market abuse and ultimately commencing disciplinary action if appropriate. The LME takes any
form of market abuse extremely seriously and the LME Rulebook also makes clear that any such
behaviour is prohibited on the LME.# Given its serious nature, the LME does not consider it
appropriate to prescribe any Indicative Penalties for Acts of Misconduct relating to market abuse.

Bringing the LME or any of its Markets into Disrepute

24 20. Regulation 13.2(f){) of Part 2 of the Rulebook states that an Act of Misconduct includes: “conduct
which has brought or may be likely to bring the Exchange or any of its markets into disrepute.”

Examples of conduct in breach of this Regulation might include, without limitation:

(i) a deliberate failure to adhere to the Lending Rules, or (ii) a serious failure to observe high
standards of market conduct, er (iii) knowingly engaging in conduct that causes a Client or Clients
to be disadvantaged; (iv) a breach of a Reqgulatory Position Limit, an Exemption Ceiling or
condition attached to an Exemption, or any Rule pertaining to a pPosition mManagement Centrol
arrangement. It should be noted that it is possible that this Regulation could be breached in
addition to other Acts of Misconduct (e.g. if market abuse occurs on the LME, the behaviour could
in turn bring the LME market into disrepute). Due to the potential for this Act of Misconduct to
undermine the integrity of the LME market, the LME considers the Indicative Penalty set out
below to be appropriate. However, depending on the extent of the breach and the circumstances
in which it occurred, this penalty could be significantly more than the level set out below.

Indicative Penalty: £400,000 and upwards.
Member Systems and Controls

22- 21. Regulation 12.6(c) of Part 2 of the LME Rulebook states that a Member shall: “establish and
maintain a system of internal controls, including without limitation, appropriate and adequate risk
management systems, which are appropriate to the nature, scale and complexity of the
Member’s business on the LME market and to the Member’s obligations under the Rules and,
where relevant, the Clearing House Rules. The system of internal controls shall be documented,
reviewed on a regular basis and supported by written procedures.”

23- 22. Without limitation, any failure of any of surveillance, monitoring, compliance, and/or management
control may indicate that a breach of this Regulation has occurred. Examples of failings which
might constitute a breach include: (i) failure to provide adequate training for staff responsible for
LME surveillance, (ii) failure to have adequate procedures in place to ensure compliance with the
LME Rulebook or (iii) failure to have adequate systems and controls in order to detect, deter and
deal with potential incidences of market abuse.

24~ 23. Breaches might range from minor to more serious failures. Where such failures are isolated, with
no notable market impact (or potential to have a notable market impact) this might only warrant
a relatively minor penalty. A more systemic or serious failure of systems, controls or processes
might warrant a significantly larger financial penalty. A breach may be serious or systemic
(without limitation) where one or more of the following has occurred: (i) where the breach has
occurred with significant frequency and/or duration, (ii) where the breach was known, or ought to
have been known, to senior management yet senior management took no action to remedy the
situation (iii) where the breach had a notable market impact or had the potential to have had such
an impact or (iv) where there are a number of different systems and control failures. Along with a
financial penalty, Members in breach of this Regulation should also expect the LME to consider
a non-financial penalty such as (but not limited to) requiring a remedial plan to be undertaken or
obtaining independent assurance as to the appropriateness of systems and controls.

Indicative Penalty for minor breach: £100,000 and upwards.

Indicative Penalty for a serious or systemic failure: £400,000 and upwards.

4 Please especially see Regulation 12.7 of Part 2 of the LME Rulebook and Regulation 14 of Part 3 of the LME Rulebook
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Dealing with the LME in an open and cooperative manner

25. 24. Regulations12.6(m) and-12.6.2 {¢) of Part 2 of the LME Rulebook states that a Member and-a

Person Subjectto the Rules shall: “deal with the Exchange in an open and cooperative manner,
and keep the Exchange promptly informed of any matter concerning the Member/[inthe caseof
Persons-Subjecttothe Rules] which the Exchange might reasonably expect to be disclosed to
it. This duty of disclosure shall arise as soon as the Member/Person—-Subjectto-the Rules
becomes aware, or has reasonable grounds for believing, that such a matter has arisen or will
arise. A Member shall take reasonable measures and reasonable steps to ensure its Clients and
clients of its affiliates deal with the Exchange in an open and cooperative manner”. Requlation
12.6.2 (c) of Part 2 of the LME Rulebook states that a Person Subject to the Rules shall “deal
with _the Exchange in _an open and cooperative _manner and keep the Exchange promptly
informed _of any matter concerning it which the Exchange might reasonably expect to be
disclosed to it. This duty of disclosure shall arise as soon as the Person Subject to the Rules
becomes aware or has reasonable grounds for believing that such a matter has arisen or will
arise’.

26. 25. This Regulation has two elements, namely:

(i) To deal with the LME in an open and cooperative manner (“Element 1”); and

(i)  To keep the LME promptly informed of anything concerning the Member which might
reasonably be expected to be disclosed to it (‘Element 27, together with Element 1, the
“Elements”).

. It may be that particular factual circumstances result in both Element 1 and Element 2 being

breached, or that only one of the Elements is breached. The LME requires its Members and
Persons Subject to the Rules to be open, transparent and cooperative with the LME at all times.
This is key to the LME being able to maintain its orderly market. This expectation applies in the
ordinary course of the Member's and Persons Subject to the Rules dealings with the LME,
including during the course of enquiries made of the Member by the LME, whether in the course
of an Investigation or otherwise®. Equally, the LME expects a Member and Person Subject to the
Rules to disclose any matter falling under Element 2 to the LME as soon as the Member or Person
Subject to the Rules either becomes aware, or ought to have become aware, or has reasonable
grounds for believing that such a disclosure matter has arisen or will arise. Failure to do so may
have the potential to impact the market or the LME’s ability to make timely and appropriate
decisions in order to maintain an orderly market and comply with its regulatory obligations (as
indeed may a breach of Element 1). A minor breach may occur where (without limitation) a Member
or Person Subject to the Rules unintentionally fails to disclose something which might reasonably
be expected to be disclosed to the LME but which has no notable market or regulatory impact (or
potential to have a notable market or regulatory impact). A serious breach may (without limitation)
occur if for example a Member or Person Subject to the Rules has failed to be honest and truthful
with the LME, or has knowingly misled or concealed any matter or if the breach has a notable
market or regulatory impact or potential to have a notable market or regulatory impact. The LME
would also consider that Members or Persons Subject to the Rules who withhold or fail to disclose
relevant information from the LME during the course of an Investigation or as otherwise required
under the Rules or otherwise may have breached this Regulation.®

Indicative Penalty for minor breach: £75,000 and upwards.

Indicative Penalty for serious breach: £250,000 and upwards.

5 See also Regulations 12.1-12.4 anrd-13-6{) of Part 2 of the LME Rulebook.

6

Please note the LME would not consider it a breach of this Regulation if the Member was unable to disclose information if prevented to do so by another regulatory

authority or at law, or if the information was subjectto legal professional privilege or its equivalentin the relevantjurisdiction. For the avoidance of doubt, confidentiality

provisions in contracts/agreements/arrangements with clients or other parties are not sufficient reason to fail to respond to queries made by the LME or provide

relevant documentation to the LME.
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Conduct of Business and Treatment of Clients

28. 27. The LME expects its Members to adhere to relevant FCA rules and guidance regarding business
standards, including, without limitation, the Conduct of Business Sourcebook and the Handbooks
relating to Client Assets (CASS)and Market Conduct (MAR). The LME also expects its Members
to observe relevant LME Rules, Administrative Procedures and guidance regarding conduct of
business and treatment of Clients”. Pursuant to Regulation 12.6(a) of Part 2 of the

LME Rulebook, a Member shall: “observe high standards of integrity and fair dealing”. In addition,
Regulation 12.6(d) of Part 2 of the LME Rulebook states that a Member shall “not unfairly place their
interests above those of their Clients” and “either avoid any conflict of interest arising between itself and a
Client or, where confiicts arise, manage conflicts of interest fairly”. Without limitation, the LME expects its
Members to act honestly, fairly and professionally at all times in their dealings with Clients. Conduct which
causes or could be reasonably expected to cause a Client or Clients to be disadvantaged would, in most

cases, be regarded asa serlous breach of the Rulesend%ependmgenmespeemeeweumstanee%may

29. 28. The LME believes that, for the purposes of setting out Indicative Penalties regarding breaches
relating to conduct of business and treatment of Clients, breaches can be categorised into
different levels of intention/knowledge, as follows: negligent, reckless and deliberate.

Negligent

(i) This covers cases where a Member had failed to act with due care and skill, but did not have a
deliberate or reckless intention to disadvantage a Client and did not have a reckless disregard
as to whether that Client would be disadvantaged.

Indicative Penalty £125,000 and upwards.
Reckless

(i) This covers cases where the person involved acted in a reckless manner, for example, where
the conduct was such that no reasonable person could have failed to have known that Client
disadvantage would result. Therefore, the resulting Client disadvantage was so obvious that the
person involved must have either given no thought to the possibility of a Client being
disadvantaged or recognised that it would have that result but chose to ignore its occurrence.
Accordingly, the person was reckless in his conduct and in his regard for the Client’s interest.
However, mere negligence and a simple error or failure in the duty of care owed to a Client would
not be covered by this Indicative Penalty.

Indicative Penalty £250,000 and upwards.
Deliberate
(iii) This covers cases where the person involved deliberately set out to engage in conduct knowing
that a Client would be harmed or where, when a situation arose, the person involved deliberately
took advantage of the circumstances. An example would be if there had been a bona fide error
in the execution of a Client order and an improvement has been achieved, yet the improvement
has been deliberately withheld from the Client. However, should it be considered that the Client
disadvantage was premeditated, this might be considered an aggravating factor (see paragraph
332 below).
Indicative Penalty £400,000 and upwards.
Conduct impacting the operation of LMEselect

30- 29. Conduct which impacts the operation of LMEselect has the potential to undermine the integrity

7 In addition to compliance with relevant LME Rules, Administrative Procedures and guidance regarding conduct of business and treatment of Clients, the LME

understands that with regards to the latter, and as at the date of this Notice, Members may be subject to greater regulatory obligations following

amendments to applicable UK statutory and common law.
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and / or transparency of one or more of the LME markets. In extremis, such conduct may give
rise to a disorderly market, distort the pricing mechanism or cause a total shutdown of the market.
The type of activity that falls under this category includes (but is not limited to) the submission of
excessive automatically-generated orders by Members using algorithms, instances where a
Member has submitted erroneous or aberrant orders to LMEselect or instances where a Member
has submitted an order or a series of orders which it should have known would cause or would
be likely to cause a disorderly market.

30. A minor breach would be an isolated incident which had little or no market impact (or the potential

to have little or no market impact). A breach would be considered serious if one or more of the
following occurred: (i) the incident was of significant duration and / or there were multiple
incidents over a period of time; (ii) the incident(s) caused significant market impact (or had the
potential to cause significant market impact) and/or delayed, disrupted or overloaded the
LMEselect trading system; and/or (iii) the Member had insufficient order management controls
and procedures in place to prevent an algorithm from misfiring or the submission of erroneous or
aberrant orders, or to deal with either situation. It should be noted that conduct which could give
rise to a disorderly market and/or delays, disrupts or overloads LMEselect might constitute a
breach of a number of different Regulations, including but not limited to, Regulations 12.6(c),
12.6(g) of Part 2 of the Rulebook and Regulation 14 of Part 3 of the Rulebook. However
depending on the circumstances and the Acts of Misconduct involved, this penalty could be
significantly more than the amount that is set out below for a serious breach. For the avoidance
of doubt, the Indicative Penalties do not apply in circumstances where the Act of Misconduct
could amount to market abuse.

Indicative Penalty for minor breach: £30,000 and upwards.

Indicative Penalty for serious breach: £125,000 and upwards.

Delivery Default

32 31.

As noted above, the reputation of the LME rests on, amongst other things, the integrity of LME
Contracts, and market users must have confidence that the Contracts they enter into are binding.
Offences in this category include not only a failure to deliver on the due date, but also failures to
meet relevant deadlines set out by the relevant Clearing House. Pursuant to Regulation 9.4.6.2 of
Part 3 of the LME Rulebook, the LME may prescribe such penalties for non-delivery of Warrants
as it may from time to time deem fit by Notice. This Notice shall constitute notice of such penalties
for non-delivery. The Indicative Penalties below cater for a delivery default of all sizes, although the
greater the number of lots that are the subject of a delivery default, the impact to the market will
be more significant and therefore the Indicative Penalty is likely to be increased. Members should
note that in the event of a delivery default, the LME Clear Rulebook would also be applicable.
LME Clear in these circumstances would also take such action as it deemed appropriate and as
is open to it pursuant to the LME Clear Rulebook.

Indicative Penalty: 2% of the notional value of each lot which is the subject of a delivery default,
subject to an Indicative Penalty of £125,000 and upwards.

Aggravating and Mitigating Factors

33- 32.

As explained above, the Indicative Penalties should only be used as the starting point for the
assessment of financial penalties whether by a Disciplinary Committee, Appeal Committee, the
Enforcement Committee or the LME in negotiating a settlement with a Member, Dealer, or
Member Representative_or Person Subject to the Rules. When evaluating the appropriate
financial (or other) penalty for a particular Act of Misconduct, the full circumstances of the Act of
Misconduct must be taken into account. What level of financial (or other) penalty may be
appropriate in the circumstances may be impacted by (but not be limited to) the below
considerations, which may be aggravating or mitigating. These will also be considered by a
Disciplinary Committee, Appeal Committee, the Enforcement Committee or the LME in
negotiating a settlement, regardless of whether an Indicative Penalty exists for the Act of
Misconduct(s) in question:
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(b)

(c)

(d)
(e)

(n)

the extent to which the Act of Misconduct was committed deliberately recklessly, or
negligently;

how the Act of Misconduct came to light including the conduct of the Member or Person
Subject to the Rules in bringing (or failing to bring) the matter to the LME’s attention;

the nature, duration and frequency of the Act of Misconduct. Where a Member, Dealer, or
Member Representative or Person Subject to the Rules has committed the same Act of
Misconduct within a 24 month rolling period, this should be considered as a significant
aggravating factor. As such, the sanction is likely to be materially greater than the
Indicative Penalty proposed for a single instance of an Act of Misconduct;

the presence of multiple but different Acts of Misconduct;

whether the Act of Misconduct increases the risk that financial crime or other breaches of
law or regulation might occur;

the extent of the Member, Dealer, eMember Representative’s or Person Subject to the
Rules’ responsibility for the Act of Misconduct involved and the extent they take
responsibility for the Act of Misconduct;

the systems and controls which the Member had in place to prevent such Act of
Misconduct from occurring and to detect, deter and deal with the relevant behaviour;

whether the Act of Misconduct reveals serious or systemic issues with the Member's
procedures, management, systems or controls;

the extent, if any, to which the Member, Dealer, eMember Representative or Person
Subject to the Rules benefited (or sought to benefit) from the Act of Misconduct;

the impact or potential impact on the market, its orderliness and its participants and the
extent to which this was serious or potentially serious;

the prior conduct and disciplinary record of the Member, Dealer,-or Member Representative
or Person Subject to the Rules (including any informal warnings issued by the LME);

the extent to which the LME had previously raised concerns to a Member, Dealer, or
Member Representative, or Person Subject to the Rules including by means of a Private
Warning;

the degree of co-operation and assistance provided by the Member, Dealer, er Member
Representative or Person Subject to the Rules to the LME following the occurrence of the
Act of Misconduct and during the Investigation; and

any remedial action undertaken by the Member or Person Subject to the Rules since the
Act of Misconduct was identified, including when that remedial action was taken.

34- 33. Whilst financial penalties of an appropriate level must be set for individual Acts of Misconduct
pursuant to the LME Rulebook, it may be appropriate in certain circumstances to ascertain an
appropriate aggregate penalty for multiple Acts of Misconduct, looking at the underlying conduct
and circumstances as a whole. However it should be noted that aggregation will not always be
appropriate and will not automatically occur where multiple Acts of Misconduct are present. The
financial penalty imposed must be appropriate and proportionate to the breach(es) that have
taken place, and must be reasonable in all the circumstances.

35. 34. The penalties set out within this Notice shall be reviewed on a two yearly basis.

Kishan-Chandarana Susan Small
Head-of Legal, LME General Counsel & Head of Enforcement, LME Group

cc: Board directors
Enforcement Committee
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Disciplinary Panel
Appeal Panel
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©LME

An HKEX Company

To: All members and other interested parties

Ref: 241437 [xx/xxx]

Classification: General Updates

Date: 02-April 2024 [xx] 2026

Subject: AUTOMATIC PENALTY CHARGES FOR COMMODITY POSITION REPORT

AND WARRANT MANAGEMENT FAILURES

Summary

1.  On 19 May 2021 the LME issued Notice 21/099 which explained that on 2 June 2021, the LME would
be implementing automatic penalty charges for position reporting failures.

2. On 2 April 2024, the LME issued Notice 24/137 which Fhis-Netice-withdreaws and replacesd Appendix
2 of Notice 21/099 which, in addition to setting out the process that applies in respect of imposing
automatic penalty charges for position reporting failures, also set out the automatic penalty charges
that apply in respect of position reporting failures. The purpose of this Notice 24/137 was is to:

(a) confirm that the process with respect to imposing automatic penalty charges, as set out in
Appendix 2 of Notice 21/099, shall continue to apply; and

(b) confirm uplifts to the automatic penalty charges in respect of position reporting failures. These
uplifts are set out in the Appendix below and are to take effect as at the date of this Notice 24/137".

3. This Notice serves to amend and replaces Notice 24/137.

4. The LME may update or supplement this Notice from time to time, whether in the form of a Notice or in
other communications from the LME.

Defined Terms

3. 5. Capitalised terms otherwise not defined herein shall have the same meaning ascribed to the in the
LME Rulebook.

PeterMason Joe Morrison

Head of Market Surveillance
cc: Board directors

" For the avoidance of doubt, the automatic penalty charges set out in this Notice shall not be applied
retrospectively and shall not apply to those Members who have received notification of being subject to an
automatic penalty charge (either by way of an Investigation or otherwise) in respect of position reporting
failures prior to the date of the version of this Notice dated 2 April 2024. For such position reporting failures,
the automatic penalty charges set out in Appendix 2 of Notice 21/099 shall apply.

THE LONDON METAL EXCHANGE AND LME CLEAR LME.COM
10 Finsbury Square, London EC2A 1AJ | Tel +44 (0)20 7113 8888

The London Metal Exchange is registered in England (no 2128666)

LME Clear Limited is a private limited company and is registered in England (07611628)
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Appendix

Automatic Penalty Charges for Breaches of Commodity Position Report and Warrant Management
Obligations

Automatic Penalty Charge

1.

2.

Any Member who fails to submit Commodity Position Report (“CPR”) files and/or manage Warrant
holdings in LMEsword in a timely and accurate manner, in accordance with Regulation 25 of Part 3 of
the Rulebook, and paragraphs 26 30 31 and 27-31 32 of the LME’s Policy Relating to Position
Management Arrangements (the “Policy”)? on 5 or more days in a calendar month (the “Errors”) will
be subject to an automatic penalty charge as set out below:

+ £5,000 for a first incidence;

+ £10,000 for a second incidence; and

» £15,000 for each incidence thereafter within a 24 month rolling period (starting from the first
incidence).

The LME may commence an investigation and take appropriate disciplinary action, in accordance with
Regqulations 13 and 14 of Part 2 of the Rulebook, in respect of any occurrence of any Error which the
LME may deem, in its absolute discretion, to be significant, egregious, and/ or repeated.

2. 3. The LME Market Surveillance department shall write a letter to each Member who submitted Errors

and set out: (i) the number of Errors that occurred; and (ii) the date and time on which the Errors
occurred. The letter will also set out the automatic penalty charge that is payable by a Member, giving
the Member thirty (30) calendar days to pay the automatic penalty charge. The Member shall pay such
charge, unless such charge is disputed, (in which case the process set out at paragraph 3 4 below for
disputing an automatic penalty charge shall be followed). Where an automatic penalty charge has
been paid, the LME shall issue a Notice to the market setting out the name of the Member and amount
of the automatic penalty charge.

3- 4. Any Member that wishes to dispute the imposition of an automatic penalty charge may do so by giving

notice to the LME in writing within thirty (30) calendar days of receiving the letter from the LME. A
Member may only dispute a penalty charge where it has a valid reason to do so, for example that the
penalty charge was imposed in error (see also paragraph 56 below). The notice from the Member should
set out the reasons for disputing the automatic penalty charge and any evidence in support thereof.
The following process shall then apply:

(a) the LME shall prepare a report to the Enforcement Committee (which would take account of, and
include, any representations made by the Member and any evidence in support thereof);

(b) the Enforcement Committee shall consider the report and whether the automatic penalty charge
should be upheld; and

(c) the LME, on behalf of the Enforcement Committee, shall inform the Member of the Enforcement
Committee’s decision in writing. If the Enforcement Committee determines that the automatic
penalty charge should be overturned, then the Member shall not be required to pay the automatic
penalty charge. If the Enforcement Committee determines that the automatic penalty charge
should be upheld, then the Member shall pay the automatic penalty charge within thirty (30)
calendar days of being informed of the Enforcement Committee’s determination. Once the
Member pays the automatic penalty charge, the LME shall publish a notice to the market setting
out the name of the Member and amount of the automatic penalty charge.

2 The Policy was issued by way of Notice 21/042 dated 12 March 2021 and revised by way of this Notice.
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4. 5. Failure by a Member to pay either: (i) an undisputed automatic penalty charge within thirty (30)
calendar days of receiving a letter detailing the imposition of automatic penalty charges in accordance
with paragraph 2 3 above; or (ii) a disputed penalty charge upheld by the Enforcement Committee
within thirty (30) calendar days of receiving a letter from the LME confirming the Enforcement
Committee’s decision in accordance with paragraph 3 4(c) above, shall constitute an act of misconduct

pursuant to Part 2 of the LME Rulebook and may result in the institution of disciplinary proceedings
against the Member concerned.

5. 6. For the avoidance of doubt, the automatic penalty charge process was introduced in order to assist
the LME in ensuring that Errors are dealt with in a fair, resource-efficient and timely manner. The
imposition of a penalty charge occurs automatically as a result of a Member committing the Errors as
described in paragraph 1, irrespective of why the Errors occurred. It is the responsibility of Members
to ensure that they are able to submit CPR files and manage Warrant holdings in LMEsword in
accordance with paragraphs 810 11 to 25-29 30 of the Policy. Requests for leniency (citing, for
example, unforeseen events, systems issues, staff shortages etc) shall not constitute a valid reason for
disputing the imposition of an automatic penalty charge. The-LME reserves-itsrights-to-open—an
investigation-in-respectof-egregious-orrepeated-occurrences-of-Errors-
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Matching Rules

Defined Terms

1.  Capitalised terms not otherwise defined herein shall have the meaning ascribed
to them in the Rules and Regulations of the LME (the “LME Rulebook”). These
matching rules form part of the Administrative Procedures that may be adopted
by the Exchange (also referred to as the “LME”) from time to time in accordance
with the LME Rulebook.

General Information

2. All business transacted on the Exchange is subject to price validation, whether
that be on an order-by-order basis for business agreed and Executed on
LMEselect, or trade-by-trade for business agreed non-electronically (i.e. on the
Ring and inter-office market). For the avoidance of doubt, and as set out in
Trading Regulation 2, agreement of a trade results in an Agreed Trade that is
"Executed", provided that the Acceptance Criteria are satisfied. The point at
which Execution occurs on each of the LME’s Execution Venues is set out more
fully in Trading Regulation 2.

3.  Where an order or trade fails any pre-execution check, including the price
validation check, Regulation 3.10.1 of Part 3 of the Rules requires Members to
follow the relevant Administrative Procedure in relation to the correction of
“Failed Checks” (meaning Pre-Execution Checks set out at Regulation 2.8.1 of
Part 3 of the Rules that have not been met, and, in respect of Ring trades, the
price validation check undertaken on entry of the trade into the Matching
System). Where an order or trade fails the price validation check, Members are
required to contact the Exchange to explain the rationale as to the price of the
rejected order or trade. In relation to the correction of any Failed Checks, the
Member may be required to provide such additional information as the Exchange
deems necessary and appropriate in determining whether the relevant order or
trade should be permitted to be re-submitted in its original form. Members should
note that where re-submission has been permitted, there may be a requirement
to post additional collateral to the Clearing House, and Members must comply
with such requirements.
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4. The hours on each Business Day during which the Matching System is open and
able to receive information regarding Agreed Trades (being the "Opening Hours"
for the purpose of the LME Rulebook) are 01:00 to 20:00 London time in respect
of trades for the LME Base Service. Requests for extensions to the TOM matching
deadline or the London inter-office trade input deadline will only be granted in
exceptional circumstances. Requests must be made to LME Inter-Office Trading

Peost-Trade-Operations no later than 15 minutes prior to the relevant deadline
(email: interofficetrading@Ime.com postiradeoperations@ime-com; tel. no. +44

(0)20 7113 8201). The relevant deadlines are as follows:

LME Base Service

TOM Trading Deadline: 12:30 London time
TOM Matching Deadline: 13:30 London time
Trade Input Deadline: 20:00 London time

5. The trading hours for the agreement of trades are as follows (all times are

London time):

LME Base Service

Ring

See the “Trading
Time and Dates”
section of the
www.Ime.com

LME Select

01:00 - 19:00

Inter-office

24 hours
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10.

For the LME to fulfil its regulatory reporting obligations, the Matching System will
connect to LMEselect at 01:00. Members should therefore give consideration as
to when they connect to the Matching System. In order to receive all trade
messaging Members will be required to login to the system in advance of the
01:00 opening. Should members choose to login after the open they will be
required to perform a Trade Mass Status Request whereby only the current state
of the transaction is captured.

Members are responsible for the input of an Agreed Trade and all relevant
particulars of an Agreed Trade into the Matching System within the timescales
set out in Regulation 3.5 of the Trading Regulations, subject that registration of
Agreed Trade halves agreed during Asian business hours (including those
arranged by a Registered Intermediating Broker) must be submitted to the
Matching System by 08:30. Members are not obligated to submit Agreed Trade
halves from 01:00, when the Matching System opens.

Members must retain a full audit trail for all orders submitted to LME Select, all
Agreed Trades agreed non-electronically, and all post-trade operations. The
audit trail should contain sufficient information to demonstrate a complete history
of the transaction, if requested by the Exchange. Where Members have
Executed transactions in currencies other than US Dollars, the audit trail for
these transactions must include the relevant US Dollars price and the FX rate
used to calculate the non-US Dollars price. In addition, Members must ensure
that they have appropriate documentation in place with their Clients prior to
arranging, agreeing or Executing orders received from them (e.g. give-up
agreement etc.).

Cash-Settled Futures, LMEmini Contracts, Monthly Average Futures, and
Premium Contracts may only be executed in US Dollars. All other contracts may
be executed in US Dollars, Euro, Japanese Yen or Pounds Sterling.

Agreed trades that are agreed as Carries should be entered as such in to the

Matching System and the audit trail for the transaction should clearly
demonstrate whether a trade is an outright or a Carry. When submitting Carry
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trades into the Matching System, Members must follow market convention and
enter the near leg first followed by all other legs in chronological prompt date
order.

11. Members are advised that where there is a requirement to adjust
(Reversal/Correction) a previously registered Member to Member Carry trade
when the near leg has expired all subsequent legs should be entered to the
Matching System as outright trades. Where a Member to Client Carry trade
requires adjustment, only the individual leg that requires adjustment need be
reversed and then corrected, where appropriate.

12. Members must not use the LME Base Service for any abusive practice which
may include, but is not limited to, the avoidance or evasion of the Rules or any
Administrative Procedure.

13. Members are reminded that, when entering trades to the Matching System they
must use their own order/trade data and not rely upon that entered by the other

party to the trade.

Trade Categories and Post Trade Functions

14. The following trade categories will apply for all business that is agreed non-
electronically’:

e Normal — is used to enter new market trades Executed on the Ring, Basis
Ring (as described in paragraph 16 below), or agreed in the inter-office
market {ircluding-trades-agreed-viaa-Fixed-Price-Auction) or via the Matching
System. This trade category should also be used when adjusting trades
Executed in LME Select following the application of the Lending Rules.

e Give-Up Executor/Give-Up Clearer — is used to effect the give-up of a
transaction to another Clearing Member.

e OTC Bring-On — is used to convert a previously executed over-the- counter
contract to a Cleared Contract, where the intention is to bring the transaction
on-Exchange. Further information regarding the OTC Bring-On trade
category is contained in the section headed “OTC Bring-Ons and OTC
Backloading” below.

T Business Executed via LME Select will always have a Trade Category of Normal.
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OTC Take Off — is used to convert an on-Exchange Contract to an over-the-
counter contract.

Financing — is used to enter a trade that relates to financing transactions.

Exception Reportable — this trade category can only be used with the prior
approval of the Exchange. Members must contact the LME Inter-Office

Trading Pest—Trade—Operations team (interofficetrading@Ime.com
postiradeoperations@lme.com, phone no: +44 (0)20 7113 8201) in advance

of submitting an Exception transaction to the Matching System, providing
details and the rationale for the transaction. This category can only be used
in order to submit a trade to the Matching System that has been identified by
the Member as a reportable transaction under MiFID II.

Exception Non-Reportable — this trade category can only be used with the
prior approval of the Exchange. Members must contact the LME Inter-Office

Trading Pest—TFrade—Operations team (interofficetrading@Ime.com
postiradeoperations@lme-com, phone no: +44 (0)20 7113 8201) in advance

of submitting an Exception transaction to the Matching System, providing
details and the rationale for the transaction. This category can only be used
in order to submit a trade to the Matching System that has been identified by
the Member as a non-reportable transaction under MiFID

II. An example of this would be the submission of a transaction derived from
an option expiry.

Post Trade Functions

e Transfer —is used to effect the move of a registered single trade or group of

trades (“a position”) between Members or alternatively within a Member’s own
client account structure.

Price Types

15. The following price types will apply for all business that is agreed non-
electronically?:

e Current — must be used to record Agreed Trades arranged at current market

prices and transactions executed at current market process that are
subsequently averaged for entry to the Matching System on TD+0 or TD+1.

e Historic — must be used to record all other transactions (e.g. OTC Bring-Ons,

transfers (as applicable) and historic price carries) from TD+2 onwards.
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2 Business Executed via LME Select will always have a price type of Current.
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Because of the requirement to match trades within 10 minutes of Agreement of
an Agreed Trade (see Regulation 3.5 Part 3, of the LME Rules), the “Average
Price” price type is no longer available, as trades must not be held back from
submission to matching. However, Members may create a single average price
transaction for a single Client within their own systems, provided a full audit trail
is maintained of any such actions (see paragraph 33 below).

Venue Codes

16. The following venue codes will apply:

Select — for all electronically Executed business.
¢ Ring - for all business Executed in the Ring.

e Basis Ring — for any trade agreed between a Category 1 Member and their
Client pursuant to an order placed with that Category 1 Member, that is filled
in the Ring during the relevant Ring or kerb session, basis a price(s)
discovered in the Ring?® through trading or quoting.

e Inter-office — for all other business agreed non-electronically, including
trades arranged by RIBs eorFixedPrice—Auction, and which is Executed
pursuant to confirmation by the Matching System.

Short Price Codes

17. The following price codes will apply:

e Settlement Price (“S”) Code — where the price for an outright trade or the
near leg of a Carry is based upon that day’s Settlement Price with other Carry
leg(s) priced relative to the first leg plus or minus an agreed premium or
discount.

e Closing Price (“C”) Code — where the price is based upon that day’s Closing
Price for the relevant Prompt Date for each outright trade or Carry leg and
may include plus or minus an agreed premium or discount. This code should
only be used in conjunction with the inter-office venue.

3 This applies to prices in relation to which the primary pricing methodology is Ring-based, notwithstanding
that prices in relation to which the primary pricing methodology is electronic may (e.g. in business
continuity scenarios) utilise Ring activity as part of the pricing process.
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e Basis the Closing Price (“B”) Code — where the pricing basis for the near
leg of a Carry is the Closing Price for the relevant Prompt Date and the other
leg(s) is priced relative to the first leg plus or minus an agreed premium or
discount. This code should only be used in conjunction with the inter-office
venue.

o Yesterday’s Settlement Price (“YS”) Code — where the price is the previous
Business Day’s relevant Settlement Price.

e Valuation Price (“V”’) Code — where the price is the previous Business Day’s
relevant Closing Price. This code should only be used in conjunction with the
inter-office venue.

e Mean Cash (“MC”) Code — where the price is the mean of the bid/offer
spread for the relevant Cash prompt based on the Official Price.

e Mean 3 Month (“M3”) Code — where the price is the mean of the bid/offer
spread for the relevant 3 Month prompt based on the Official Price.

In all cases where a short price code has been used, and once the relevant
absolute value has been made available, the Matching System will substitute
the correct price for each code, and calculate absolute values for all leg(s)
containing a price differential. For short price codes YS and V, the substitution
of the absolute price will occur automatically upon submission.

Trade Submission Deadlines

19.

20.

21.

Regulation 3.5 of Part 3, of the Rules sets out the deadlines for matching
Contracts.

Where Client Contracts have been agreed after 19:50 London time with respect
to LME Base Contracts (i.e. 10 minutes prior to the close of the Matching
System), then the registration of these transactions must be completed by 08:30
London time on the following Business Day including those transactions
arranged by RIBs.

Regulation 3.5.1(d) of Part 3 of the Rules states that business Executed in the
Ring must be submitted within 10 minutes of the close of the Ring trading period
in which the Agreed Trade was Executed. Where Agreed Trades have been
agreed, either in the Ring or in the inter-office market, using either the Official,
Mean or Closing Price as the basis for the trade price, then the relevant Ring
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time code should be entered, but the matching deadline will be 10 minutes after
all relevant data has been made available by the Exchange (i.e. after any
objection period, and once the Official Prices/Closing Prices have been declared
final).

22. As set out in Rule 3.5.1 of Part 3 of the Rulebook, RIBs are responsible for
registered Agreed Trades in the Matching System within 10 minutes of arranging
the trade in the inter-office market. Where a RIB has registered an Agreed Trade
in the Matching System, the Clearing Member must approve or reject the Agreed
Trade within the Matching System within 10 minutes of such registration. Ferthe

Trade Times

23. Depending on the venue, the Trade Time field must be completed as follows:

e Select — this field is automatically populated upon the matching of relevant
orders, no further action is required by Members.

¢ Ring - either “R 1-3” if Executed during a Ring session or “K 1-2” if
Executed during a kerb session.

e Basis Ring — either “C 1-3” if agreed during a permissible Ring session or
“D 1-2” if agreed during the relevant kerb session (see also paragraph 16
above).

e Inter-office — the time at which the trade was agreed*, and must be entered
as HH:MM:SS.
Accounts

24. The Matching System supports the following accounts:

e H - House, for all proprietary, non-Client business;

4 Note that this will record the time of: (i) the Contingent Agreement to Trade; or (ii) the agreement of the
Agreed Trade arranged by the RIB; pursuant to Regulation 2.5.1(d) or 2.5.2(e), as applicable, of Part 3
of the LME Rules, the Agreed Trade shall, provided that it satisfies the Acceptance Criteria, be Executed

at the time, following-the-completion-of-any-Fixed-Price-Auction, that the Matching System confirms that

the Agreed Trade is matched and that all Pre-Execution Checks are satisfied.
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25.

26.

e U — Unallocated, sub-account of H, for all business that is to be given-up to
another Clearing Member even where the details of the Clearing Member are
known;

e C — Client, for all business allocated to a net omnibus segregated Client
account (OSA);

e G — Client, for all business allocated to a gross omnibus segregated Client
account (GOSA);

e S — Client, for all business allocated to an individual segregated Client
account (ISA); and

The Client Code field (“Cust”) is a mandatory entry field for Client Contracts. This
field must be populated with the code used to identify the beneficial owner of the
Client Contract in the Member's books and records. This code must be
consistent with that used when reporting positions to the Exchange.

When entering orders on LMEselect, Members must ensure that they identify
the correct account where appropriate. Trades incorrectly identified will be
allocated to an X Account of the Clearing Member and it will be the responsibility
of the Clearing Member to reverse the trade and allocate it to the right account
in accordance with the procedures set out in paragraphs 36-42 below.

Post-Trade/Administrative Functions

27.

This section details the post-trade/administrative functions that are available for
Members; Members are encouraged to contact the Exchange if they are unsure
how to effect any particular post-trade activity (email:

interofficetrading@Ime.com pesttradeoperations@lme-com, phone +44 (0)20
7113 8201).

Transfer

28.

29.

This post-trade category should be used to move a single trade or a group of
trades (“a position”) between Members, for a common Client or non-common
Client between two Clearing Members or alternatively within a Member’s own
account structure.

This post-trade category should also be used where Members wish to undertake
a metal position exchange (formerly referred to as a metal position swap)
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30.

31.

32.

33.

whereby users of physical metal swap (exchange) an existing on-Exchange
hedge and a commitment to deliver physical metal. The entry recorded in the
Matching System is therefore the movement of a position for a non-common
Client.

When undertaking a physical metal swap for a non-common Client, Members are
required to have a an 4-way appropriate and effective written agreement in place
prior to entering such a transaction. Members must maintain a full audit trail in
order to demonstrate the complete history of a transaction. Each Member must
apply appropriate due diligence measures to satisfy themselves that the Metal
Position Exchange is for a legitimate purpose, confirm via the agreement that
the Client is a direct customer, is-a-commereialuserofthe-metal-conreerned and has
given the Member prior written instructions regarding the metal swap
transaction. The Member must ensure that the transaction is notin breach of LME
Rules or other appropriate legal requirements.

Members executing an exchange for physical (“EFP”) transaction and in doing
so wish to create a new hedge on Exchange (as opposed to using an existing
position), should use the Financing trade category. Where the Members or their
Clients wish to use an existing position as a hedge for an EFP transaction, then
this constitutes a metal position exchange and the Transfer trade category
should be used.

Where transferring a Client position between Clearing Members for the Base
Service, the position must first be moved out of the relevant GOSA/OSA/ISA
account to the Member’s House account using the Transfer post-trade category.
Once this registration has been completed, the Transfer trade half may be
entered into the Matching System for matching with the other Clearing Member
to effect the Transfer. Once the Client position has been received into the
Member’s House account, the position should subsequently be moved to the
relevant GOSA/OSA/ISA account.

Client positions may be transferred at the original “Historic” contract price, or
“Current” market price (usually the Closing Price for the relevant Prompt Date).
Members may transfer a single trade or a trade weighted average of the longs
AND a trade weighted average of the shorts as long as they maintain a sufficient
audit trail to demonstrate how the “average” price was calculated and which
pricing basis was used. Members may not offset long and short positions
between two or more accounts to effect a position transfers, for the
purpose of avoiding or evading the Matching Rules or otherwise. Members
may not average/amalgamate trades using different pricing bases.
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34.

35.

The Transfer post-trade category should also be used to offset a common
Client’s delivery exposure for the Cash Today (“TOM”) or Cash Prompt Date for
existing on-Exchange positions. In these circumstances, a net position may be
offset at each Clearing Member by submitted the relevant entries to the Matching
System priced at the Official Settlement Price for the Prompt Date.

The Transfer post-trade category may also be used to offset an existing on-
Exchange position at one Member with an OTC position at another Member for a
common Client, or an existing OTC position at one Member with an on-
Exchange position at another Member for a common Client using the Transfer
trade category in conjunction with the OTC Bring-On trade category as applicable.

Reversal/Correction Cancellation Flag

36.

37.

38.

39.

40.

41.

To execute a Reversal/Correction the cancellation trade flag should be used to
correct errors that may have occurred in one or more of the fields entered into
the Matching System at the point of trade submission. In addition, this facility
should also be used in conjunction with the revised Give-Up process detailed
below.

Trades previously submitted with a Reversal/Correction trade category must be
submitted with the same trade category as the previously registered trade. The
new trade must have the correct Cancellation Flag and the Cancel Link Id set to
the Matching Reference Number of the original trade.

Trades submitted to the Matching System with the Reversal trade flag must
reflect the exact economic trade details of the trade originally registered other
than the ‘Buy/Sell’ indicator. For the avoidance of doubt, no partial Reversals
are permitted.

Client Contracts may be cancelled and resubmitted to the Matching System on
the day of trade (“T”) but errors identified thereafter (T+1 onwards) must be
corrected using the Reversal/Correction above.

In the event that a trade Executed in LME Select requires a price adjustment as
a result of the Lending Rules, Members must use the Reversal/Correction
process Normal trade category against venue inter-office to effect the necessary

adjustment.

The Reversal/Correction process can also be used to effect a currency
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conversion in which an existing Client Contract is converted from one currency
accepted by the Exchange to another currency accepted by the Exchange.

42.

In the event that an Agreed Trade is arranged by a RIB and is matched and

submitted to the Matching System, and needs to go through the
Reversal/Correction process:

the RIB must liaise with each Clearing Member to agree the correct details
of the Agreed Trade to be re-submitted;

once agreed, either of the following processes should be followed in order
to execute a Reversal/Correction:

o the RIB shall enter two new trades with the Cancellation flag set to

Reversal/Correction, to: (i) counter the original registration of the
Agreed Trade in the Matching System (Cancellation flag set to R
(Reversal)); and (ii) register in the Matching System the Agreed
Trade with the correct details agreed by each Client of the RIB
(Cancellation flag set to C (Correction)). Both the Reversal and the
Correction will have to be approved by both Clearing Members in
order to match and lead to an Agreed Trade; or

alternatively, each Clearing Member shall enter two new trades
with the Cancellation flag set to Reversal/Correction, to: (i) counter
the original registration of the Agreed Trade in the Matching
System; and (ii) register in the Matching System the Agreed Trade
with the correct details agreed by each Client of the RIB.

Use of UNAs to Facilitate Issuing of Client Contracts and Other Uses

43. The process for use of the “UNA” mnemonic in Give-Ups is set out below,
particularly at paragraphs 50 to 60. The Exchange acknowledges that Members
use the "UNA" mnemonic other than in connection with the registration of Give-
Ups. For example, UNAs are used in connection with the registration of Client
Contracts, in circumstances other than those involving the facilitation of Give-Up
trades. Such use of the "UNA" mnemonic is permitted, provided that:
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Members comply with their obligations under Regulation 3.3 of the Trading
Regulations and the provisions of the Clearing House Rules regarding the
allocation of positions to the relevant position-keeping account at the
Clearing House;

it is the sole responsibility of the Member to ensure that it allocates
positions in respect of Contracts to an appropriate position-keeping
account at the Clearing House to enable the Member and its Client(s) to
comply with any applicable legal or regulatory requirements and/or any
contractual obligations; and

such use is permissible under, and consistent with, the broader
requirements set out in these Matching Rules and the LME Rulebook (in
each case as amended from time to time).

Details of Certain Business Processes

Financing

44. The Financing trade category is used for financing transactions where the
prices are likely to be away from the prevailing current market price. Under
MIFID I, securities financing transactions are not considered to be reportable
transactions. Therefore, the use of the Financing trade category will not result
in any transaction reporting obligations, provided the transaction itself meets
the following criteria:

(@)

a repurchase transaction — involves selling a commodity and agreeing to
repurchase it in the future. The transaction must be governed by an
agreement to transfer commodities, or guaranteed rights relating to title to
commodities subject to:

(i) the seller can only transfer or pledge a particular commodity to one
counterparty at a time;

(i) the seller must agree to repurchase them, or substituted
commodities of the same description; and
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45.

(iii) the seller must agree to repurchase them at a specified price on a
specific future date; or

(b) securities or commodities lending and securities or commodities borrowing
— where a counterparty transfers commodities subject to a commitment
that the borrower will return equivalent commodities on a future date or
when requested to by the transferor; or

(c) a buy-sell back transaction or sell-buy back transaction — where a
counterparty buys commodities, or guaranteed rights relating to title to
commodities, and agrees to sell them (or commodities/guaranteed rights
of the same description) back to the other party at a specified price on a
future date. A sell-buy back represents the other side of the transaction; or

(d) a margin lending transaction — this only applies to securities, not
commodities.

Historic Price Carry submission would be effected via the Financing Trade
Category. Historic Price Carry trades are used to roll or carry forward an existing
Client Contract to a valid Prompt Date on the basis of the original contract price
between the same Members. Notice 99/484 : A472 : R034 (‘RULES ON
HISTORIC/ORIGINAL PRICE CARRIES’) remains in force.

Give-Ups

46.

47.

Give-Up trades must be registered in the Matching System in relation to a trade
that is concluded on any Execution Venue. Within 10 minutes from the time of
Execution of the Client order, the executing Member must enter a Give- Up
Executor trade half. Irrespective of which Execution Venue the trade is
concluded on, Give-Up trades may only be submitted to the Matching System
with venue code “Inter-office”. Members are not permitted to submit Give-Up
trades against any other venue code.

Where the executing Member knows the identity of the Give-Up Clearer at the

time at which it enters the Give-Up Executor trade half, the executing Member
may register the Give-Up Executor trade half directly to the Give-Up Clearer. In
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48.

49.

50.

51.

52.

this scenario, the executing Member must include the Give-Up Clearer’'s
mnemonic in the counterparty field.

However, in order to facilitate Members’ compliance with the 10 minute window
mentioned above, Members may elect (but are not obligated) to use the process
set out in paragraphs 50 to 60 below (the “UNA process”). Members may use
this process whether or not the Clearing Member is known at the time of the
Execution of the Client order, and for business that is executed on any of the
LME Execution Venues.

Where an executing Member uses the UNA process, the executing Member
must enter the member mnemonic “UNA” in the counterparty field. In both the
trade to fulfil the Client order and the Give-Up Executor trade the account should
be entered as “H”.

The submission of the Give-Up Executor trade half into the Matching System will
automatically generate a Give-Up Clearer trade half, with an account field of “U”.
This will create a matched trade that will be submitted for clearing, resulting in a
cleared trade. This will lead to equal and opposite positions on the executing
Member’s H and U accounts.

Where the Clearing Member is known, the executing Member may then cancel
or reverse the cleared trade by following either of the steps outlined in paragraph
52 below. When the Clearing Member has been advised in due course by the
Client that the executing Member has filled his order, the Clearing Member will
then enter a Give-Up Clearer trade half to the Matching System.

Where the executing Member has been advised of the Clearing Member to
whom the trade should be given-up to for clearing, then the executing Member
may do one of the following:

(@) Cancel the cleared trade that was created through the system- generated
Give-Up Clearer trade half with the UNA member mnemonic, and submit a
Give-Up Executor trade half with the now known Clearing Member
mnemonic in the Counterparty field, with an appropriate Client reference
where known; or
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53.

54.

55.

56.

57.

58.

(b) Reverse the original Give-Up Executor trade half with the UNA member
mnemonic, and submit a Give-Up Executor trade half with the now known
Clearing Member mnemonic in the Counterparty field and with an
appropriate Client reference where known.

When the Give-Up Executor enters their reversal half trade, then a new matched
trade will be created, but with the original trade date/time retained.

If the executing Member chooses to follow (a) above, then they must ensure that
the Give-Up Executor trade half that contains the Clearing Member mnemonic
also includes such information that allows for it to be identified as being related
to the original cleared trade. In this regard, Members are reminded of the general
obligation to ensure that they maintain a full audit trail for all orders, trade and
post-trade operations.

For both (a) and (b) the Execution Time of the Give-Up Executor trade half must
be the same as that entered on the original cleared Give-Up Executor/Give-Up
Clearer trade.

Where the details of the original trade have changed — e.g. Prompt Date, price,
volume — then the executing Member may again choose to follow either (a) or
(b) as above. However, in these circumstances the Execution Time of either the
Give-Up Executor trade half must be the time at which the amended details of
the trade were agreed with the Client.

Members are reminded of the need to ensure that orders which are to be given-
up to other Members for clearing, are done so in a timely fashion, and that it is
the responsibility of all Members, executing and clearing, to ensure that they,
and their Clients recognise the importance of transmitting any Client instructions
and processing this business as swiftly as possible.

Where it has not been possible to effect a give-up on trade date (“T”), then the
Cleared Trade, created through the submission of the Give-Up Executor trade
half and the system-generated Give-Up Clearer trade half, will be processed by
the Clearing House together with all other Cleared Trades in accordance with
the Clearing House Rules.
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59. Regulation 2.11 of Part 3 of the Rules requires Members to comply with,
amongst other things, the timing requirements for the processing of Give-Ups.
The deadline for processing Give-Ups that have not been processed on T, is
10:00 (London time) on T+1. This is to be achieved by the executing Member
reversing the original Cleared Trade, and then submitting a Give-Up Executor
trade half in the same manner as the original trade half, with the Trade Date
and Time being the original time at which the Client order was executed.
However, Members should be aware that they may be required to provide the
Exchange with such additional information as the Exchange may request from
time to time to demonstrate why it was not possible to process the Give-Up on
T.

OTC Bring-Ons and Backloading

60. The OTC Bring-On category may be used where a Member has:
(a) Entered into an over-the-counter contract with another Member;

(b) Agreed with that other Member a Contingent Agreement to Trade
pursuant to which the parties agree to submit transaction details reflecting
the terms of the over-the-counter contract.

61. An Agreed Trade that is submitted with the OTC Bring-On category shall
therefore be treated in the same way as any other Agreed Trade made in the
inter-office market.

62. It is the responsibility of the Members that are counterparties to the original
over-the-counter contract to take any action that may be necessary to terminate
or cancel such contract when the Agreed Trade represented by the Contingent
Agreement to Trade is Executed. Neither the Exchange nor the Clearing House
shall have any responsibility or liability to any person in respect of the original
over-the-counter contract.

63. The Clearing House may offer services to enable Members to clear through the
Clearing House Cleared Contracts representing multiple, previously executed, over-
the-counter contracts (an "OTC Backloading Service"). Such services shall be
governed by the terms of any agreement pursuant to which the Clearing House and/or
the Exchange makes such services available. Such contracts shall be input into the
Matching System pursuant to a Contingent Agreement to Trade, in the same
manner as an OTC Bring-On, save that the particulars of the Contingent
Agreement to Trade shall be determined pursuant to the OTC Backloading
Service. The Exchange shall treat any Agreed Trade submitted to the Matching
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System resulting from an OTC Backloading Service in the same manner as any
other Agreed Trade represented by a Contingent Agreement to Trade agreed
in the inter-office market.

64. The OTC Bring-On trade category may only be used to exchange a pre-existing
over-the-counter transaction for a Cleared Contract. All OTC Bring-On
transactions must comply with the following requirements:

(a) the over-the-counter transaction must:
i have been booked by both counterparties to the transaction;
ii. be booked within their trading systems; and

iii. be documented as such; and

(b) the trade date of the original over-the-counter transaction must be prior
to the trade date of the OTC Bring-On.

OTC Take Off

65. The OTC Take Off category may be used to convert a Client Contract to an
OTC contract. Cleared Contracts that are not Client Contracts cannot be taken
off exchange.

66. For each contract taken off exchange the member must be able to provide full
details of the relevant Client Contract. The OTC Take Off created must be for
the same contractual commitment as the original Client Contract.

67. Member must maintain a full audit trail for the OTC Take Off transaction
including the client instructions to take each trade off exchange.

68. Neither the Exchange nor the Clearing House shall have any responsibility or
liability to any person in respect of the over-the-counter contract.

“ ”
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