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COMMONWEALTH RANKS AMENDMENT BILL 1993

OUTLINE

This Bill facilitatestheQovernmenVsdecision,announcedin the In vestingin theNationstatement,
to reducetheCommonwealth’sequity in theCommonwealthBankof Australia. The
Commonwealth’.sshareholdingin theCommonwealthBankis tobereducedfrom Mound 70 percent
to 50.1 percent. Theprovisionsof theBill waivethe paymentof StateandTerritory taxes( namely
stampdutyand othertaxes)on transactionsrelatedto thesaleof its sharesin the Commonwealth
Bank,

This Bill alsofacilitatesthedecisionannouncedin theInvestingin theNationstatementto expand
theroleof theCommonwealthDevelopmentBanicby providingit with acapitalinjection and a
continuingsubsidy,andby relaxingthelegislativeconstraintson its lendingactivity. It enablesa
capital injection of $30million andasubsidyof$20 million perannumto be provided to the
CommonwealthDevelopmentBank.

The Bill also enablesthe expansionof theCommonwealthDevelopmentBank’scharterto allow it to
meetthe full financerequirementsof its borrowers(mainly small to mediumbusinesses)and notjust
part of thosefinancerequirements.

FINANCIAL IMPACT

On currentsharevalues,theCommonwealth’ssaleof a 19.9percentshareholdingin the
CommonwealthBank will raiseapproximately$1500million for the 1993-94Budget. The capital
injection for theCommonwealthDevelopmentBank representsacostto revenueof $30 million in
the 1993-94Budgetandthesubsidyrepresentsa costto revenueof $20 million in the 1993-94
Budgetand a costof $20 million in eachof the 1994-95andthe 1995-96Budgets.
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Clause1-ShortTitle

1. Providesfor the Act to becalledtheCommonwealthBanksAmendmentAct 1993.

Clause2 - Commencement

2. The provisionsof this legislationwill commenceupon receipt of Royal AssenL

Clause3-Object of Part

3. This clause is self explanatory.

Clause 4 - Commonwealth to retainownership and control of the Commnnwntth Rank

4. This clause amends the Principal Act to ensure that the Commonwealth:

— not transferany of its shares in the Commonwealth Bank that would breach the 50.1 per

cent level setbelow; and

— hold.smajority ownership of the Commonwealth Bankby holding continuously shares
with voting rights that represent at least 50. 1 per cent of the voting rights in the
Commonwealth Bank.

Clause 5 - Transitional - exemption from stamp duty - transfers hy the Common weilth o~rs shars
in the Commonwealth Bank

5. Clause 5 exempts for the purposes of this sale, the payment of stamp duty or other taxes under
the law of a Stateor Territory in respect of, the transfer by the Commonwe,alth of its shares in the
Commonwealth Bank, or, anything related to the transfer of its shares.

Clause 6- Object of Part

6. This clause explains that the charter of the Commonwealth Development Bank is to be
broadened. This is so that the Commonwealth Development Bank may be able to meet the full
finance requirements of its borrowers and not just partof their finance requirements.

Clause 7 - Functions of the Development Rank

7. This clause alters the Commonwealth Development Bank’s charter so that it can provide the
full finance requirements of its customers, hi particular, this clause enables the Commonwealth
Development Bank to continue to provide funds to businesses which would not otherwise be able to
obtain funding from other sources. However, in contrast to the existing legislation this clause allows
the Commonwealth Development Bank to provide the full financing requirement rather than only the
part of that requirement that other financial institutions are not prepared to provide. The
Commonwealth Development Bank will therefore remain focused on providing loans to businesses
where finance is not normally available but will now be able to fund all, as well as part, of the
borrowers needs, conditional on that financing not being available from other sources.
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Clause8 - Objectof Part

8. Thisclauseis selfexplanatory.

Clause9 - Sharec~pj~~

9. This clause allows the capital injection of $30 million to the Commonwealth Development
Bank to be implemented. Specifically, it allows the Treasurer to direct that the Commonwealth be
issuedwith sharesin thecapitalof theCommonwealthDevelopmentBank.in returnfor providing
thecapital injection. Thevalueof theshareswill bedeterminedby agreementbetweentheTreasurer
andthe Board. Thisamendmentis facilitatedby further changesthat allow theCommonwealth,a-s
well astheCommonwealthBank,to holdsharesin theCommonwealthDevelopmentBank.

Clause10 - Profitsof DevelopmentBank

10 Thisclauseenablesthepaymentof dividendsby theCommonwealthDevelopmentBank to the
Commonwealthand ensuresthat theCommonwealthwill receivedividendpaymentsitt relation to its
equity holdings.

CJa~iseII -ObiectofPart

11. Thisclauseis selfexplanatory.

Clause12 - insertionof newsection

12. This clause inserts a new section, 85A, which will empower the Commonwealth Development
Bank to acceptthe financial assistancegrantfrom theCommonwealth.Thisclauseenablesthe
paymentof thecontinuingsubsidyof $20 million to theCommonwealthDevelopmentBank. The
clausealsoallowsthat the financial assistancegrantmay beunconditionalor subjectto termsand
conditionsagreedto by theTreasurerandthe CommonwealthBank Board. Thegrantwill be made
Outof moneyappropriatedby the Parliamentfor the purpose.
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