MG US Operations


Metals

Business

The metals business is split into 3 areas:

· Scrap Metal trading (Secondary Al & Cu)

· Aluminium alloys (for car alloy wheels)

· Agency business by MCC Corp (Aluminium, Copper & Zinc) for MCC

Scrap Metal Trading

Scrap Aluminium trading was started in 1991 with the purchase of a trading operation based in Chicago. This has been extended upon by the creation of a scrap copper trading operation in St Loius in January 2000.

The remote offices handle trading, contracts admin and logistics, The back office support (accounting, control, cash  management and risk analysis) is carried out in new York.

Aluminium Alloys 

As the scrap aluminium business has declined in size the Chicago office has extended its activities to trading Aluminium alloys for use in car alloy wheels.

Agency Business

MCC Corp is the exclusive agent for MCC in North America. MCC Corp negotiates on behalf of MCC (who are the principal)  for sales and purchases in the merchanting i.e. physical business.

Main markets in descending order of size are:

1. Copper 
2. Aluminium (see later note on Montreal office)
3. Zinc - minor

The Copper business expects sales to exceed 500k Short Tons for FY 2000 (typically Copper Cathodes). This equates to:
· turnover in excess of 1m tonnes
· commission charge to MCC of approximately $7m
· comprises 35% of the MCC’s sales volume.
· 5-10% of the turnover may be exchange based.

The business maintains ongoing relationships with producers & consumer, this being a requirement of the long term nature of the business. These include refineries, Brass mills Smelters, Rod Mills, Die Casters, Tube Mills, the Alloy Industry and Steel Mills. A full list can be found at appendix 2.

The traders in the US provide daily market feedback to the London business and as  part of the trading function carry out hedging activities relating to the physical trading. Aluminium is hedged out on the LME and Copper on the COMEX.

A specific subsection of this business is supply of Copper & Zinc to the US mint. For these sales MCC Corp is the principal, the mint preferring to deal with a US company, but then backs them out to MCC in London.


In addition to carrying out the trading activities a large element of the support function is carried out in new York including:
· Contract admin
· Logistics
· Co-ordination of imports & exports
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Agency business

Deal entry into the AS400 is carried for the bulk of the agency business carried out (some Copper trades are not entered).

Back office (see Copper Concentrates documentation) for:

· Secondary Al & Cu
· Aluminium Alloy 

Back office for the agency business is part of the London office support as these trades have MCC as the principal.
















Chicago

Trading only:

· Agency for primary Aluminium

Trading and logistics:

· Scrap Aluminium Trading
· Aluminium Alloy (for car alloy wheels)
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St Loius

Trading and logistics:

· Scrap Copper Trading


















Montreal

The Montreal office has been created as a result of the acquisition of the Barclays capital Aluminium business in April 2000.

Trading and logistics:

· Scrap Aluminium Trading
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It is intended that Montreal will take on the responsibility of being the North America hub for primary Aluminium trading with all of the contracts and logistics functions moving to this office.


Systems

Scrap Metal trading (Secondary Al & Cu) & Aluminium alloys (for car alloy wheels)

Trading:

The trading system currently used is programmed in COBOL on a WANG computer. This is in the process of being transferred to the AS 400, with dual deal input currently being carried out.  The WANG system has not provided sufficient functionality for the scrap metal business. As a result there is an Access based system used in Chicago for all contract admin and logistics. 

Target date for rollout to AS400 is 1st October 2000 (start of financial year).

Accounting:

The WANG system provides data downloads to the SAP system maintained in NY. 


Agency business by MCC Corp (Aluminium, Copper & Zinc) for MCC

Deal input is directly into the AS400 as used in the London trading.

Accounting:

Accounting for the agency business is carried out in London using the AS400.

Controls

· The Chicago Access system is reconciled daily to the WANG system by a member of Louis Colarusso’s team (Kathy Gagel).



Financial Services Division

Business

The financial services division, MGL Inc, is split into 2 areas:

· FCM (Futures Clearing Member)

· CTA (Commodities Trading Advisor)
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