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10. Relatedpartydlsclosures

Directors
The directors of SEGC, being the administrator of the Fund, during the financial year were:

Clive Michael Batrouney (Chairman);
Susan Doyle;

Fergus Allan McDonald;

Michae! John Sharpe AQ;

Peter Hastings Warne

All directors were in office for the full financial year.

Mr Sharpe and Mr Warne were appointed by ASXL. They were also directors of ASXL during the full year. Mr
Sharpe retired as a director from ASXL on 1 July 2009. Mr Warne remains a director of ASXL at the date of this
report. .

Related party transactions

During the year, the Fund incurred expenses of $310,730 inclusive of GST (2008: $317,234) in respect of staff,
administration, occupancy and accounting services provided by ASX Operations Pty Limited (“ASX0”). The
fees were paid by SEGC, being the administrator of the Fund.

The balance owing to ASX Operations Pty Limited by SEGC at 30 June 2009 was $335,451 (2008: $162,666)

which will be reimbursed by the NGF. No interest is charged by ASX Operations Pty Limited on the outstanding
balance to SEGC or the NGF.

11. Key Management Personnel compensation
Key Management Personnel comprise the five Directors

The Key Management Personnel compensation included in administration costs in the Income Statement are as
follows:

2009 2008
$ $
Short-term employee benefits 150,000 150,000
Post-employment benefits (Superannuation) 11,848 10,350
Total 161,848 160,350

Key Management Personnel compensation set out above comprise directors’ fees and superannuation paid to
the five directors of SEGC. The amounts were incurred by ASXO. In accordance with section 889H of the
Corporations Act 2001, the above have been paid out of the NGF and reimbursed to ASXO.
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12. Auditor’s remuneration 2009 2008
$ $

Audit services:

Audit and review of the financial reports for SEGC and the NGF 11,000 21,000

All the amounts shown above are exclusive of GST.

In accordance with section 889H of the Corporations Act 2001, auditor's remuneration has been paid out of the
NGF.

35


mcnamara_j
Rectangle


Annual Report 2009

NATIONAL GUARANTEE FUND
Notes to the Financial Statements

13. Financial instruments
Determination of fair values

Fair values of the following financial assets have been determined on the following basis:

Financial Assets Fair value (FV) determination

Cash FV of cash equates to the book value

Receivables FV of receivables is the expected realisable value

Other financial assets — Investment FV of investment is based on their quoted unit price on
reporting date

(a) Market risk is the risk of loss arising from movements in observable market variables such as interest rate,
foreign exchange rates and other market prices. Interest rate risk, liquidity risk and foreign currency risk are
covered below:

(i) Interest rate risk

The Fund has exposure to interest rate risk. Interest rate risk arises in relation to short-term deposits and cash
at bank. The Fund’s exposure to interest rate risk and the effective weighted average interest rate for each
class of financial asset and financial liability is set out below. ‘Other financial assets — investments’ comprise of
investment units in cash based managed funds. Although they have significant exposure to interest rate risk,
they are classified as non-interest bearing since the investments derive distribution income based on unit price
and not interest income. The interest rate risk is part of the overall market risk as it affects the investment
valuations of these financial assets. The risk is managed through segregating the Fund into two portions in
accordance with an investment strategy approved by the Board. Each portion is managed by a professional
portfolio manager. One portion is invested in the UBS Cash Plus Fund in cash or cash-like products. The other
portion is invested in the Schroders Fixed Income Fund.

Interest bearing Non-interest bearing Total
2009 2008 2009 2008 2009 2008
$ $ $ $ $ $
Financial assets :
Cash 181,156 752 - - 181,156 752
Receivables - - 35,194 30,145 35,194 30,145
Other financial assets —
Investments - 105,107,078 101,693,950 105,107,078 101,693,950

181,156 752 105,142,272 101,724,095 105,323,428 101,724,847
Financial liabilities '

Payables - - 28,600 25,500 28,600 25,500
Related party payables - - 335,451 162,666 335,451 162,666

- - 364,051 188,166 364,051 188,166
Net financial assets . 181,156 752 104,778,221 101,535,929 104,959,377 101,536,681

The annual average interest rate for interest bearing assets for the year was 4.23% (2008: 6.33%).
Fair value sensitivity analysis of interest bearing financial assets:

An increase/decrease of 25 basis points in interest rate would have increased/decreased the Fund's annual
profit and loss by $453 (2008: $2). '

Fair value sensitivity analysis of non-interest bearing financial assets:

An increase/decrease of 25 basis points in investment unit prices would have increased/decreased the Fund's
-profit and loss by $262,768 (2008: $254,235).
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(i) Liquidity risk

The liquidity risk associated with the need to pay any claims, as determined by SEGC, are mitigated by investing

in cash based funds.

The following are the maturities of financial assets and liabilities with relevant maturity periods as at 30 June:

2009 Upto 1 mth | >1 mthto 3mths Total
$ $ $
Current assets:
Cash 181,156 - 181,156
Receivables - 35,194 35,194
Qther financial assets - investment 105,107,078 - 105,107,078
Current Liabilities:
Payables - 28,600 28,600
Related party payables - 335,451 335,451
Net assets / (liabilities): 105,288,234 (328,857) 104,959,377
2008 Upto 1 mth | >1 mth to 3mths Total
$ $ $
Current assets:
Cash 752 - 752
Receivables - 30,145 30,145
Qther financial assets - investment 101,693,950 - 101,693,950
Current Liabilities:
Payables - 25,500 25,500
Related party payables - 162,666 162,666
Net assets / (liabilities): 101,694,702 (158,021) 101,536,681

(ii) Foreign currency risk

The Fund has no exposure to foreign currency risk for the year ended 30 June 2009 (2008 : $nil).

(b} Credit risk

The Fund is exposed to credit risk, which represents the potential loss that may arise from the failure of a
counterparty to meet its obligations to the Fund or its administrator, SEGC.

The carrying amount of the Fund'’s financial assets represents the maximum credit exposure. The Fund’s
maximum exposure to credit risk as at 30 June was:

Note | 2009 2008
Cash 181,156 752
Receivables 4 35,194 30,145
Other financial assets - investments 5 105,107,078 | 101,693,950

Credit risk relating to investments in managed funds is managed by fund managers having credit limits for
individual names in diversified portfolios. The Fund is invested in two portfolios in accordance with an
investment strategy approved by the Board.
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(c) Net fair values of financial assets and liabilities

The Fund’s financial assets and liabilities on the balance sheet are carried at amounts that approximate net fair
value. Units in managed funds are valued at quoted unit prices.

(d) Capital management

The SEGC Board’s policy is to maintain the NGF at a level at least equal to the ‘minimum amount’ needed to
maintain the Fund at a viable level, with the approval of the Minister for Superannuation and Corporate Law (the
Minister), o meet claims and administration costs of SEGC and the NGF. The current minimum amount, as
approved by the Minister, is $76 million. The Board has an investment strategy in place to invest available
financial assets, amounting to $105.1 million, into two cash and fixed income funds managed by two
professional portfolio managers respectively at 30 June 2009 in order to preserve the minimum fund
requirement as prescribed above.

The Board monitors NGF by receiving and reviewing quarterly reports on the NGF from the two fund managers
and a report on claims from the legal counsel at each board meeting.

If the total fair value amount of the NGF falls below the ‘minimum amount’, the Board has measures in place to
manage the financial position, including taking insurance against claim liability, paying claims in instalment,
external borrowing or imposing levies on ASXL or Participants of ASXL.

If the total fair value amount of the NGF exceeds the ‘minimum amount’, the Board has discretion to pay the
excess or part of the excess to ASXL under a separate account designated as Financial Industry Development
Account (FIDA).

There were no changes to SEGC's approach in managing the ‘minimum amount’ of NGF during the year.

14 Revenues

2009 2008
, $ $
Net gains/(losses) on financial instruments held at fair value
through profit or loss:
— Schroders Fixed Income Fund 1,044,500 (1,090,608)
— UBS Cash Plus Fund (2,693,949) (1,115,691)

(1,649,449) (2,206,299)

Distributions:
— UBS Cash Plus Fund 3,943,508 3,973,139
— Schroders Fixed Income Fund 3,883,364 3,163,558
7,826,872 7,136,697

15 Expenses

2009 2008
Other expenses consist of: $ $
Staff cost 134,107 101,194
LLegal cost 355,796 34,995
Administration cost 327,517 327,266
Occupancy cost 95,072 109,200
912,492 572,655
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16. Subsequent events

No matter or circumstance has arisen since the end of the financial year to the date of this report which has
significantly affected the operations of the Fund, the results of those operations or the state of affairs of the

Fund.
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In the opinion of the directors of Securities Exchanges Guarantee Corporation Limited (“SEGC”) as the trustee
for the National Guarantee Fund (“the NGF”):

(@  the financial statements and notes of the National Guarantee Fund (“the Fund”) set out on pages 6 to 19
are in accordance with the Corporations Act 2001, including:

(i) giving a true and fair view of the financial position of the Fund as at 30 June 2009 and of their
performance, as represented by the results of their operations and their cash flows, for the year ended
on that date; and

(i) complying with Australian Accounting Standards (including the Australian Accounting Interpretations)
and the Corporations Regulations 2001; and

(b) there are reasonable grounds to believe that the Fund will be able to pay its debts as and when they
become due and payable.

Signed in accordance with a resolution of the directors:

C M Batrouney
Chairman

Sydney, 2nd day of September 2009
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PricewaterhouseCoopers
ABN 52 780 433 757

Darling Park Tower 2
201 Sussex Sireet
GPO BOX 2650
SYDNEY NSW 1171
DX 77 Sydney
Australia
. ’ . Telephone +61 2 8266 0000
Independent auditor’s report to the trustee of National Eacsimile +61 2 6266 9999

Guarantee Fund Www.pwe.com/au

Report on the financial report

We have audited the accompanying financial report of National Guarantee Fund (the Fund), which
comprises the balance sheet as at 30 June 2009, and the income statement, statement of changes
in equity and cash flow statement for the year ended on that date, a summary of significant
accounting policies, other explanatory notes and the directors’ declaration for the Fund.

Directors’ responsibility for the financial report

The directors of Securities Exchanges Guarantee Corporation Limited as irustee for the Fund are
responsible for the preparation and fair presentation of the financial report in accordance with
Australian Accounting Standards (including the Australian Accounting Interpretations) and the
Corporations Act 2001. This responsibility includes establishing and maintaining internal controls
relevant to the preparation and fair presentation of the financial report that is free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances. In Note 2(a),
the directors also state, in accordance with Accounting Standard AASB 101 Presentation of
Financial Statements, that compliance with the Australian equivalents to International Financial
Reporting Standards ensures that the financial report, comprising the financial statements and
notes, complies with International Financial Reporting Standards.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. These Auditing Standards require that
we comply with relevant ethical requirements relating to audit engagements and plan and perform
the audit to obtain reasonable assurance whether the financial report is free from materiai
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the financial report, whether due
to fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the entity’s preparation and fair presentation of the financial report in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall presentation of the financial report.

Our procedures include reading the other information in the Annual Report to determine whether it
contains any material inconsistencies with the financial report.

Our audit did not involve an analysis of the prudence of business decisions made by directors or
management.

Liability limited by a scheme approved under Professional Standards Legislation
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Independent auditor’s report to the trustee of National Guarantée Fund
(continued)

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations
Act 2001.

Auditor’s opinion
In our opinion:

(@) the financial report of National Guarantee Fund is in accordance with the Corporations Act
2001, including:

M giving a true and fair view of the Fund’s financial position as at 30 June 2009 and
of its performance for the year ended on that date; and

(i) complying with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Regulations 2001; and

(b) the financial report aiso complies with International Financial Reporting Standards as
disclosed in Note 2(a).

y |

PricewaterhouseCoopers

M J @¢dling Sydney
Partner 2 September 2009
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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.

Registered Office

Exchange Centre

Level 7

20 Bridge Street

SYDNEY NSW 2000
Telephone: +61 2 9227 0424
Fax: +61 2 9227 0436

Email: segc(@asx.com.au
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