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DefenceForce(HomeLoansAssistance)AmendmentBill 1994

OUTLINE

This Bill will amendtheDefenceForce(HomeLoansAssistance)Act 1990 to
enabletheadjustmentofinterestratesapplicableto theDefenceForceHome
LoansAssistanceScheme.

FINANCIAL IMPACT

Theadjustmentofthe interestratesflowing from theamendmentwill foregoa
windfall benefit to theCommonwealthof$300,000ayear.

I



3.

DefenceForce(HomeLoansAssistance)AmendmentBill 1994

NOTESON CLAUSES

ClauseI - Short title etc.

I. This clauseprovidesfor theshort title of theAct.

Clause2 - Commencement

2. This clauseprovidesthat the Act commenceson RoyalAssent.

Clause3 - Subclause8.4of agreementnot to be revokedorvaried

3. TheDefenceForce(HomeLoansAssistance)Act 1990(“the Principal
Act”) establishesa schemeto provideassistanceby way ofsubsidisedloansfor
eligible membersoftheDefenceForcewho purchasetheirownhomes.The
loansin questionareprovidedby theNationalAustra]iaBank(NAB), which
holds the franchisefor thescheme.

4. An essentialpartof theschemeis anAgreementbetweenthe
Commonwealthand theNAB, containedin ScheduleI to thePrincipalAct.

5. ClauseSof theAgreementcoverssubsidisedloans.Subclause5.15
makesprovisionfor calculationoftheBenchmarkRateof interestto be used
for thepurposeof calculatingthesubsidy.

6. Section35 ofthePrincipalAct prohibitsamendmentofsubclause5.15
andsubclause8.4 (which coversamatterunrelatedto this Bill).

7. Thereis nowarequirementto amendsubclause5.15 becauseit operates
in amannerthatwasnotanticipatedandis not desiredby eitherthe
Commonwealthor theNAB. UndertheAgreementtheBenchmarkRateof
interestis thelower of the rateofferedby theNAB andtheaverageof therates
offeredby thefive largestAustralianbanks.WhentheAgreementwasdrawn
up,specialintroductoryratesfor newloans,with interestratesfixed for a
periodof 12 monthsor less,werenot contemplated.TheAgreementas
currentlydraftedwould apply thespecialintroductoryratesto all borrowers

P underthescheme,irrespectiveofwhethertheyarenewborrowers,andfor aslongasthoseratesareoffered.
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8. TheCommonwealthandtheNAB haveagreedthat subclause5.15of the
Agreementshouldbe amendedsothat thespecialintroductoryrateswould
applyonly for newborrowersandfor theperiodthat thoseratesareavailableto
thepublic. To enabletheamendmentof subclause5.15,section35 of the
PrincipalAct will haveto be amendedto removetheprohibitionon amending
that subclause.Clause3 oftheBill achievesthisby removingthereferenceto
subclause5.15 from section35. (This will leavetheunrelatedsubclause8.4 as
theonly entrenchedprovisionoftheAgreement.)

9. TheproposedamendmentoftheAgreementitselfwill still be subjectto
clause20 oftheAgreement,which providesthatany amendmentto the
Agreementwill haveno effectunlessit is confirmedin writing by the
CommonwealthandtheNAB.
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