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MESSAGE FROM THE CHAIRMAN 
 
Securities Exchanges Guarantee Corporation Limited (SEGC) is the trustee of the National 
Guarantee Fund (NGF) which is a compensation scheme available to the operators of licensed 
financial markets who apply to be members of the SEGC. The only licensed financial market 
operator which is a member of the SEGC is ASX Limited.   The NGF has operated since 1987 
and as at 30 June 2008 the net assets of the NGF were $101.5 million (compared to $99.6 
million as at 30 June 2007).  
 
The core function of the NGF is to provide compensation to meet certain types of claims 
arising from dealings with Participants of ASX and, in limited circumstances, Participants of 
ACH in the circumstances set out Division 4 of Part 7.5 of the Corporations Act 2001 (Cth). 
 
In the event that the amount of the NGF falls below the "Minimum Amount" set under s889I of 
the Corporations Act (the Minimum Amount is currently set at $76 million) SEGC has the 
discretion to levy the market operator, ASX, or its Market Participants. An important event 
during the year was the commencement of the Corporations (National Guarantee Fund Levies) 
Act 2001, with effect from 22 October 2007, to provide that if the SEGC does impose a levy, 
the amount is not to exceed 150% of the Minimum Amount in any financial year.  
 
This change does not affect an investors’ ability to claim from the NGF.  
 
The Minimum Amount and other measures available to SEGC to manage financial risk are 
explained in detail in the report.  
 
It should be noted that levies have not been imposed since the inception of the NGF. 
 
The Board is closely monitoring developments regarding the collapse of the Opes Prime 
Stockbroking group in March 2008.  
 
 
 
 
Clive Batrouney 
Chairman 
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OVERVIEW OF SEGC AND THE NATIONAL GUARANTEE FUND 
 
SEGC is responsible for administering the NGF and operates in accordance with Part 7.5 of the 
Corporations Act 2001 and the Corporations Regulations 2001.  The assets of the NGF are the 
property of SEGC but are held on trust for the purposes set out in the legislation. 
 
The SEGC Board is made up of directors experienced in matters involving the securities 
industry.  The sole member of SEGC is ASX Limited (ASX). 
 
What is the NGF? 
 
The NGF is a compensation fund available to meet certain types of claims arising from dealings 
with Participants of ASX and, in limited circumstances, Participants of ACH (Dealers).   It was 
established by the Australian Stock Exchange and National Guarantee Fund Act 1987, which 
also created ASX as a national stock exchange.  When the six state stock exchanges were 
merged under that Act, the assets of the fidelity funds of those state exchanges were merged to 
form the NGF.  
 
Investment earnings are the major source of income for the NGF.  The earnings of the NGF are 
income tax exempt.   
 
Fluctuations in interest rates and price movements in markets have affected the NGF’s earnings 
on investments. 
 
At 30 June 2008, the net assets of the NGF were $101.5 million.  This compares with $99.6 
million at the end of the previous financial year.   
 
The net assets of the NGF reflect variations in earnings, the amount paid to ASX’s Financial 
Industry Development Account, the net amount paid in respect of claims (after recoveries), 
changes in provisions for claims and administration costs.   
 
What claims can be made on the NGF? 
 
The claims provisions are set out in Division 4 of Part 7.5 of the Corporations Regulations.  
The protection provided by the NGF is only available in relation to the activities of Dealers (as 
defined above).   
 
The NGF covers only investor protection claims. 
 
There are four subdivisions of Division 4 of Part 7.5 of the Corporations Regulations which set 
out the types of investor protection claims that clients of Dealers may make on the NGF in 
certain circumstances.  They are for: 

• completion of sales and purchases of quoted securities entered into by a Dealer on 
ASX’s equities and debt markets where the transaction is required to be reported to 
ASX (Subdivision 4.3). The Dealer may have failed to provide to the client, after 
settlement, the securities purchased or the proceeds of sale, or may have failed to 
complete a transaction because the Dealer was suspended by ASX or by ACH; 

• loss that results if a Dealer transfers marketable or certain other securities without 
authority (Subdivision 4.7); 

• loss that results if a Dealer cancels or fails to cancel a certificate of title to quoted 
securities contrary to the provisions of the operating rules of ASTC (Subdivision 4.8); 
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• loss that results if a Dealer becomes insolvent and fails to meet its obligations in respect 
of property (usually money or securities) that had been entrusted to it in the course of, 
or in connection with, its business of dealing in securities, up to a statutory maximum 
per Dealer of 15% of the ‘Minimum Amount’ of the NGF (Subdivision 4.9).  Based on 
the current Minimum Amount, this cap would be $11.4 million. (See later for an 
explanation of the ‘Minimum Amount’.) 

 
Further information about claims made is provided in the Claims Report section. 
 
Claims which cannot be made on the NGF 
 
Claims cannot be made on the NGF unless they fall within one of the categories referred to 
earlier. Examples of claims which cannot be made are claims: 

• for loss arising from investment decisions, or from relying on investment advice given 
by a Dealer; 

• for loss if a Dealer fails to act on instructions to buy or to sell; 

• for money lent to a Dealer which has not been repaid; 

• in respect of conduct by an entity other than the specific entity which is the Dealer; and 

• in respect of alleged unauthorised withdrawal or misappropriation by the Dealer of 
money in a client’s account or held on a client’s behalf, unless the circumstances are 
such that the loss may be claimed under one of the specific categories in the legislation. 

 
Some people are not entitled to make certain claims under Subdivision 4.7 or Subdivision 4.9. 
These include the Dealer concerned, its officers and their spouses and relatives. 
 
Claims in relation to exchange traded derivatives 
 
The contract completion provisions of Subdivision 4.3 referred to above in relation to ASX's 
securities markets do not apply to trading of individual derivatives contracts (other than ASX 
traded warrants).   
 
However, the NGF does provide the following protection to clients of Dealers who trade on 
the ASX derivatives market.  
 
Firstly, if an exchange traded option over quoted securities is exercised, the resulting purchase 
and sale will generally be covered by the contract completion provisions of Subdivision 4.3 
discussed above. 
 
Secondly, if a client has entrusted property to a Dealer in the course of dealing in exchange 
traded options, the NGF provides protection against loss of that property in accordance with 
the provisions of Subdivision 4.9, also discussed above. 
 
The NGF does not provide protection in relation to futures.  The ASX Supplemental 
Compensation Fund covers claims in relation to money or property entrusted to a participant 
of ASX in respect of actual or proposed dealings in futures. 
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FURTHER INFORMATION 
 
Further information about making claims on the NGF is contained in the NGF Information 
Booklet for clients which is available on SEGC’s website at www.segc.com.au. A hard copy of 
the booklet is available from SEGC on request.  
 
This annual report can also be found on SEGC’s website. 
 
Securities Exchanges Guarantee Corporation Limited 
 

 
Level 7 
20 Bridge Street 
Sydney NSW 2000 

 

PO Box H224 
Australia Square 
Sydney NSW 1215 

 
61 2 9227 0424 

 
61 2 9227 0436 

 
segc@asx.com.au 

 

www.segc.com.au 
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