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THE LONDON METAL EXCHANGE LIMITED  
AND  

LME HOLDINGS LIMITED 

 

GUIDANCE FOR DIRECTORS – CONFLICTS OF INTEREST 

1 Introduction 

 
1.1 The LME is a Recognised Investment Exchange and has regulatory 

responsibilities for its market.  In exercising those responsibilities, it is 
itself subject to regulation and supervision by the Financial Services 
Authority (FSA). 

 
1.2 Being a practitioner-based body, it is vital that the LME has, and is 

seen to have, suitable procedures in place for dealing with conflicts of 
interest that can arise, principally between the interests of the LME as 
regulator and interests a Director may have in his private or business 
capacity. 

 
1.3 This guidance relates to the handling of actual and potential conflicts 

of interest by Directors in the taking by the LME of regulatory 
decisions.  Procedures for the handling of actual and potential 
conflicts of interest by Directors in the taking of commercial decisions 
by the LME are set out in Articles 86 to 88 (inclusive) of the Articles of 
Association for LME Holdings Limited and in Articles 43, 44 and 54 to 
62 (inclusive) of the Articles of Association for The London Metal 
Exchange Limited. 

 
1.4 The FSA, under its former name the Securities and Investments 

Board (SIB), issued a Code of Conduct for Regulatory Authorities 
dealing with this issue. This Code is no longer published by the FSA; 
however, it remains relevant to the LME. A copy of the Code is 
attached at Annex 1.  The SIB also issued a Note on the Personal 
Responsibility of Board Members and a copy of this Note is attached 
at Annex 2.  It is a condition of an LME Board Member’s appointment 
that he agrees to comply with the requirements of the Code and Note 
as applied to the LME by this guidance which is issued under the 
authority of the Board.  Accordingly all Directors are required carefully 
to read this guidance, the Code and Note and comply with their 
requirements. 

 

2 Identification and Assessment of Conflicts 

 
2.1 As noted at paragraph 11 of the Code, the responsibility for 

identifying and handling a conflict lies with the individual concerned.  
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It is therefore for each LME Director to be sensitive at all times to 
actual or potential conflicts of interest. 

 
2.2 Examples of conflicts are set out at paragraph 15 of the Code.  
 
2.3 It is impossible to prescribe for or even describe all potential conflicts 

that may arise.  However, for the purpose of this note, two types can 
be distinguished: minor and/or indirect conflicts, where simple 
disclosure will be sufficient, and other conflicts, where disclosure 
followed by withdrawal from a meeting of the relevant Board or 
Committee will be necessary. 

 
2.4 Where a Director is unsure whether a conflict exists, or whether or not 

it is minor or indirect, he should seek advice from the Chairman or, in 
the case of his non-availability, the Vice Chairman.  As a general rule 
it will be preferable to err on the safe side. 

3 Board Meetings 

3.1 Disclosure 

  
 3.1.1 On receipt of Board papers, Directors must consider 

whether any items on the agenda give rise to a conflict of 
interest.  If they do, they should come prepared to disclose 
that fact, and the nature of the conflict, at the start of the 
meeting. 

 
 3.1.2 Exceptionally, the nature or fact of the conflict may be so 

confidential that a Board Member may feel unable to make 
any disclosure of it – for example the fact of an expected 
takeover. In those instances, the Director should ensure he 
simply takes no part in that part of the meeting, and makes 
arrangements with the Chairman or, in the case of his non-
availability, the Vice Chairman not to receive relevant Board 
papers in future. 

 
 3.1.3 Where his conflict relates to a project or other matter likely 

to involve regular Board consideration, a Director should for 
good order make a general written disclosure to the 
Chairman or, in the case of his non-availability, the Vice 
Chairman of his interest, in addition to a specific disclosure 
at each meeting at which the matter is to be discussed. 

3.2 Withdrawal from Meetings 

 
 3.2.1 Where a Director’s conflict is minor or indirect, such that it 

can reasonably be said that it would be unlikely to affect an 
ordinary person in the taking of a decision on the matter, 
disclosure will be sufficient.  Similarly, where the matter 
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does not relate in any way to the LME’s regulatory 
responsibilities, disclosure will be sufficient. 

 
 3.2.2 In all other cases, a Director, having declared his interest, 

should withdraw from the meeting of the Board. 
 
 3.2.3 On any occasion when a Director, his firm, or a connected 

firm, is subject to serious disciplinary proceedings, or is the 
subject of an investigation which may lead to serious 
disciplinary procedures being taken against him or it, any 
identified conflict should be regarded as non-minor and 
therefore result in his withdrawal from the meeting when 
regulatory issues are being considered. 

 
 3.2.4 Where a Board Member attracts personal responsibility, 

either directly or indirectly, it may be appropriate to resign 
from the Board or to stand down, temporarily, until the 
issues are properly and fairly determined.  Guidance on 
these circumstances is contained in Annex 2. 

4 Committee Meetings 

 
4.1 Exactly the same principles apply to the involvement of Directors in 

meetings of Committees of the Board – when they are taking formal 
decisions on behalf of the LME rather than making recommendations 
to the Board - as apply to meetings of the Board.  For the specialist 
Committees interpretation of what constitutes a conflict of interest 
should take full account of their detailed work and their need for 
expert and practical knowledge and experience.  Normal day to day 
business involvement with the metal, trading, warehousing, product 
etc will not constitute a conflict of interest. 

 
 In the event of any uncertainty as to the existence or materiality of a 

conflict with regard to the specialist Committees, the matter should be 
referred to the Deputy Chief Executive, who is also Executive 
Director: Regulation and Compliance, or if he is not available, to the 
General Counsel & Head of Enforcement.  If an issue arises during a 
Committee meeting, the matter should be referred to a “non-
conflicted” Director (as that term is defined at 4.2 below) sitting on the 
Committee or, if none, the relevant part of the meeting should be 
adjourned whilst the matter is referred to such a person. 

 
4.2 The most common serious conflicts arise in relation to the exercise of 

the LME’s emergency intervention powers in respect of “undesirable 
situations” in the market.  To deal with that, the Board has established 
a Committee comprised of the people set out below and has 
delegated its powers of intervention to that Committee, so conflicts at 
Board level should not arise in relation to the exercise of those 
powers. 
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 The persons currently on the Committee, including the “non-

conflicted” Directors are: Sir Brian Bender, Ms Catherine Claydon, Mr 
Phillip Crowson, Ms Barbara Dohmann QC, Mr John Foyle and Mr 
Paul Richardson. 

5 Records and Sanctions 

 
5.1 Records of matters disclosed will be kept by the LME. 
 
5.2 Failure to comply with the legal requirements in relation to conflicts of 

interests could have serious consequences, including disciplinary 
action against staff and loss of office for Directors. 

 
Please sign below to signify your acceptance of the terms of this note. 
 
I hereby agree to comply with the above guidance which I have read, 
together with the Code of Conduct and the Note on Personal Responsibility 
of Board Members referred to in it. 
 
 
 
___________________________ _________________________ 
Name      Signature 
 
 
 
      _________________________ 
      Date 
 
Board Member for (select relevant LME entity): 
   
 [ ] The London Metal Exchange Limited 
 
 [ ] LME Holdings Limited 
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