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Memorandum


**THIS IS A TEMPLATE – PLEASE COPY TO ANOTHER SUBFOLDER.  Note: this is an EAF memo, change for another company**

To:
Shari Stack

From:
David Minns

Date:
10th August 1999

Subject:
Financial Trader in Australia

I refer to your 5 August 1999 e-mail.  You advised at a discussion with Harry Hickerson and Paul Quilkey that the financial trader to be based in Sydney may  purchase and sell equities (ie. Shares and government and corporate debt) on a  proprietary/speculative basis. Before it was expected such dealings would be only for hedging purposes.  As requested below is a summary of what is involved in EAF obtaining a securities deal’s licence. A full text of the application material can be found on the ASIC’s website,  www.asic.gov.au.

1. Type of Licence

There are 5 different types of securities licences. The most appropriate one for the activities contemplated would be a licence for dealing and advising on all securities. The application needs to indicate whether the applicant will act as an agent (allowing it to hold client’s money) or as a principal. It is not possible for a licence holder to act in both capacities. 

2. Submission of an Application 

An application in the prescribed form would need to submitted to the Australian Securities and Investment Commission (ASIC). This application would need to include the following;

(i) Identification of the Responsible Officers. These are the persons who will perform duties in connection with holding the licence and whom EAF will rely on to demonstrate they can carry out activities under the licence. It is expected the responsible officers identified in the application will be those persons actually responsible for making decisions about ongoing operations. The application material explicitly states that the term is not confined to just mean the persons “who simply sign-off documents”.

(ii) Education Requirements. Details of the qualifications of the responsible officers are required.  There are prescribed minimum requirements of tertiary education and industry training. In addition, a minimum of 3 years of relevant industry experience in the last 5 years is also needed. Overseas experience may qualify provided the ASIC is satisfied that the individual concerned has sufficient Australian securities industry experience.

(iii) Evidence of Good Standing of Responsible Officers. The main requirement is that each responsible officer must provide 2 references each by a person who can attest to the officer’s experience and character. Only one reference can be from a person within the applicant company. Copies of police checks on responsible officers and also on Australian resident directors and secretaries of the applicant company (ie. J Hirl and D. Minns) must also be annexed to the application.
(iv) Financial Statements. These are to be provided by EAF along with up to date management accounts.
(v) Research Facilities. The applicant will need to give details of the research facilities available to it.
(vi) Compliance Program. The applicant must give details of systems to ensure it will meet the requirements of Corporations Law, ie a compliance program.  
3. Performance Bond

After the Licence is granted a $20,000 performance bond must be lodged.

4. Capital Adequacy

A licence holder must maintain a prescribed level of surplus liquid funds. In brief the required level is the greater of  5% of its adjusted liabilities (similar to contingent liabilities). As EAF’s liabilities under electricity derivatives would be included it may be advisable to use a special purpose company to minimise the level of surplus liquid funds. 

5. Ongoing Requirements
 

(i) Reporting. These include an annual statement and the provision of written information on the business of the licensee as the ASIC may require from time to time. In addition the licence holder must report any licence breaches.

(ii) Training.  The licence holder  must ensure that  persons employed as dealers are adequately trained and supervised.

(iii) Record keeping.  A list of persons authorised to deal on behalf of the licence holder and a Register of Interests of representatives and their associates must be maintained. The licence may prescribe further record keeping requirements.

6. Additional Requirements

A licence may prescribe additional requirements such as the type of securities that may be dealt.

It should also be noted that the licence application process will probably take a number of months. Also, EAF (or any other company holding the licence) would be the only Enron company licensed to trade in securities. 
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