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OUTLINE

Loan Bill 1992

Thepurposeof theBill is to makeprovisionfor the financingofa prospectivedeficit
in theConsolidatedRevenueFund.

Legally, paymentsfrom the ConsolidatedRevenueFund cannot exceedmoneys
availableto that Fund. In orderto meetany prospectivedeficit in the Consolidated
RevenueFund, it is customaryto seek legislativeauthority to chargedefenceand
other ConsolidatedRevenueFond expenditureto, or reimbursethe Consolidated
RevenueFundfrom, the LoanFund.

The Bill provides authority to chargeto the Loan Fund - out of borrowings also
authorisedby the Bill for the purpose- defenceexpenditureswhich would otherwise
be met from the ConsolidatedRevenueFund, and to reimbursethe Consolidated
RevenueFund from the Loan Fund for certainnon-defenceexpenditures.

Apart from a comparativelysmall amountattributableto the expensesof raising
loansunderthe authority of this legislation.theBill doesnot authoriseexpenditures
in excessof those which have already beenappropriatedby the Parliamentunder
Supply, Appropriation, or other Acts. It does not in any way impinge on
Parliament’s prerogative to appropriatepublic moneys, but simply provides a
mechanismfor financing expenditurespreviouslyapprovedand appropriatedby the
Parliament.

This is a normal procedurefor financing prospectivedeficits in the Consolidated
RevenueFund andhasbeenusedby successivegovernmentsovermany years.

Financial Impact
No financialimplicationsflow from this legislation,otherthana comparativelysmall
amount attributable to the expensesof raising loans under the authority of this
legislation.
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NOTES ON CLAUSES

PART 1- PRELIMINARY

CLAUSE I - SHORTTITLE

LoanAct 1992

CLAUSE2- COMMENCEMENT

Theprovisionsof the Bill will comeinto effecton the day on which it receivesthe
Royal Assent. Thiswill enableexpendituresof the Departmentof Defenceincurred
after that dateto befinancedby borrowings authorisedby this Bill.

CLAUSE3 - INTERPRETATION.

To provideauthority for the necessaryfinancingmeasuresfor 1992-93 this Clause
defines:

“currentfinancial year” astheyearendingon 30June 1993;

“defenceservice” in relation to a financial yearasa servicespecifiedunderthe
heading“Dtt of Defence” in a’relevantappropriation Act for the
financial year;

“relevantappropriationAct” as the Supply Act (Na 1), Supply Act (No. 2),
Appropriation Act (No. 1), or any Act which appropriatesthe Consolidated
RevenueFundandis statedtohaveeffect subjectto the Loan Bill 1992.

PART 2 - BORROWINGAND EXPENDING OF MONEYFOR DEFENCE

PURPOSES

CLAUSE4- AUTHORITYTO BORROW

This clause authorises the Treasurer to borrow, through the issue of Australian
Govenunentsecurities.

As this will be a borrowingfor defencepurposes,it is not within thejurisdiction of
theAustralianLoan Council.

Theeffectivelimit on theamount to be borrowedand expendedfrom theLoan Fund
for defencepurposeswill be the amount appropriated for such purposesunder



4

relevant appropriationActs enactedfor the financial year, less amountsexpended
undersuchActs prior to theenactmentof this Bill.

Borrowingsunderthis clausemaybemadeby the issueof securitiestothe public, or
to theReserveBank,or by the investmentof Trust Fundbalancesin suchsecurities.
The choiceof the particularinstrumentis largely a questionof monetarypolicy and
will bedeterminedin the light of thesituationat the time.

CLAUSES-APPLICATION OFMONEY BORROWEDUNDER CLAUSE4

The proceedsof the borrowing are to be used for defencepurposes,namely, to
finance expendituresof the Departmentof Defenceas specified in the relevant
appropriationAct in thecurrent fmancialyear.

Inclusion of a provision enablingthe use of proceedsof the borrowingto defray
expensesofborrowingis customaryin LoanActs.

PART3- SUPPLEMENTATIONOFTHE CONSOLIDATEDREVENUE FUND

CLAUSE 6- AUTHORITY TO BORROW

This clauseauthorisestheTreasurerto borrow moneysup to theamountnecessaryto
overcome a shortfall in receipts of the ConsolidatedRevenueFund to meet
expenditurespreviously authorisedby the Parliament,togetherwith the costs of
borrowing, The borrowings will be made through the issue of Commonwealth
securitiesand must be within the limit of the borrowingauthority approvedby the
Loan Council.

Theborrowingsproposedin the clausemay bemadeby the issueof securitiesto the
public,or to the ReserveBank, or by the investmentof Trust Fund balancesin such
securities.

The authority is designedto enablethe supplementationof the ConsolidatedRevenue
Fundduring 1992-93by the amountnecessaryto meetany remainingshortfall in that
Fund afterotherauthorityhasbeenutilised.

CLAUSE7-APPLICATIONOF MONEY BORROWEDUNDER CLAUSE 6(1)

Theproceedsof any borrowingsunderclause6(1)areto beused only for thepurpose
of supplementingthe ConsolidatedRevenueFund - thusensuringthat the moneys
are available to meet only those expenditures which have been otherwise
appropriatedby Parliament- andto meettheexpensesof theborrowings.
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PART4-M1SCELLANEOUS

CLAUSES- APPROPRIATION

Providesthat theLoanFundis to beappropriatedfor thepurposesof this Act,

CLAUSE9- LIMITATION OFEXPEND1TURE

SUB-CLAUSE(1)
Providesthat total expenditurefor a defenceserviceauthorisedunderthis Act and
relevantappropriationActs is not to exceedthe amountsauthorisedby the relevant
appropriationActs for the currentfinancialyear.

SUB-CLAUSE(2)

Adds thequalification thatsub-clause(1) doesnot limit thepowerof theMinister for
Financeto make available additional moneysfor defencepurposesfrom moneys
appropriatedunder the “Advance to the Minister for Finance” in the relevant
appropriationActs.

SUB-CLAUSE(3)

Provides that, except for the expensesof borrowing, this Act does not authorise
expenditureafter theendof the currentfinancialyear,
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