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OUTLINE

Loan Bill 1993

The purposeofthe Bill is to make provision for the financing ofa prospective deficit in
the Consolidated Revenue Fund.

Legally, payments from the Consolidated Revenue Fund cannot exceed moneys
available to that Fund. In order to meet any prospective deficit in the Consolidated
Revenue Fund, it is customary to seek legislative authority to charge defence and other
Consolidated Revenue Fund expenditure to, or reimburse the Consolidated Revenue
Fund from, theLoan Fund.

The Bill provides authority to charge to the Loan Fund - out of borrowingsalso
authorised by the Bill for the purpose - defence expenditures which would otherwise
be met from the Consolidated Revenue Fund, and to reimburse the Consolidated
Revenue Fund from the Loan Fund for certain non-deknce expenditures.

Apart from a comparatively small amount attributable to the expenses of raising loans
under the authority of this legislation, the Bill does not authorise expenditures in
excess ofthose which have already been appropriated by theParliament under Supply,
Appropriation, or other Acts. It does not in any way impinge on Parliament’s
prerogative to appropriate public moneys, but simply provides a mechanism for
financing expenditures previously approved and appropriated by the Parliament.

This is a normal procedure for financing prospective deficits in the Consolidated
Revenue Fund and has been used by successive governments over many years.

Financial Impact

No financial implications flow from this legislation, other than a comparatively small
amount attributable to the expensesof raising loansunder theauthority ofthis
legislation.
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NOTESON CLAUSES

PART1- PRELIMINARY

CLAUSEI- SHORTTITLE

LoanAct 1993

CLAUSE2- COMMENCEMENT

TheprovisionsoftheBill will comeinto effecton the dayonwhich it receivesthe
RoyalAssent. Thiswill enableexpendituresof theDepartmentof Defenceincurred
after that dateto befinancedby borrowingsauthorisedby this Bill,

CLAUSE 3- DEFINITIONS.

To provideauthorityfor the necessaryfinancingmeasuresfor 1993-94this Clause
defines:

“currentfinancialyear” astheyearendingon 30 June1994;

‘defenceservice’ in relationto afinancialyearasa servicespecifiedundertheheading
“DepartmentofDefence’ in a relevantappropriationAct for thefinancialyear;

relevantappropriationAct” asthe SupplyAct (No. 1)1993-94,or anyAct which
appropriatestheConsolidatedRevenueFund andis statedto haveeffectsubjectto the
LoanBill 1993.

PART 2-BORROWINGAND EXPENDINGOF MONEY FORDEFENCE
PURPOSES

CLAUSE4- AUTHORiTY TO BORROW

ThisclauseauthorisestheTreasurerto borrow, throughthe issueof Australian
Governmentsecurities!

As thiswill bea borrowingfor defencepurposes,it is notwithin the jurisdictionof the
AustralianLoanCouncil.

The effectivelimit on theamounttobeborrowedandexpendedfromtheLoanFund
for defencepurposeswill be theamountappropriatedfor suchpurposesunderrelevant
appropriationActs enactedfor the financialyear,lessamountsexpendedundersuch
Acts priorto theenactmentof this Bill.



Borrowingsunderthis clausemaybe madeby theissueof securitiesto thepublic, or
10 theReserveBank, orby the investmentof Trust Fundbalancesinsuch securities. —

Thechoiceof theparticularinstrumentis largelyaquestionof monetarypolicy and 4
will bedeterminedin the light of thesituationatthe time.

CLAUSE5-APPLICATION OFMONEY BORROWEDUNDER CLAUSE4

Theproceedsof theborrowingareto beusedfor defencepurposes,namely,to finance
expendituresof theDepartmentof Defenceasspecifiedin the relevantappropriation
Act in thecurrentfinancialyear.

Inclusionof a provisionenablingtheuseof proceedsoftheborrowingto defray
expensesofborrowingis customaryin LoanActs.

PART 3-SUPPLEMENTATIONOFTHE CONSOLIDATED REVENUEFUND

CLAUSE6- AUTHORITY TO BORROW

ThisclauseauthorisestheTreasurerto borrowmoneysup to theamountnecessaryto
overcomeashortfall in receiptsoftheConsolidatedRevenueFundto meet
expenditurespreviouslyauthorisedby theParliament,togetherwith thecostsof
borrowing. Theborrowingswill bemadethroughtheissueof Commonwealth
securities.Borrowingunderthis clausemustbe within the limit oftheborrowing
authorityapprovedby the LoanCouncil.

Theborrowingsproposedin theclausemay bemadeby the issueof securitiesto the
public, or to theReserveBank, orby the investmentofTrust Fundbalancesin such
securities.

Theauthority isdesignedto enablethesupplementationof the ConsolidatedRevenue
Fundduring 1993-94by theamountnecessaryto meetanyremainingshortfall in that
Fundafter otherauthorityhasbeenutilised.

CLAUSE7- APPLiCATION OFMONEY BORROWEDUNDER CLAUSE6(1)

Theproceedsof any borrowingsunderclause6(1) are tobeusedonlyfor thepurpose
ofsupplementingtheConsolidatedRevenueFund- thusensuringthat themoneysare
availableto meetonly thoseexpenditureswhich havebeenotherwiseappropriatedby
Parliament- andto meet theexpensesof the borrowings.

PART 4-MISCELLANEOUS 4
CLAUSE S - APPROPRIATION

ProvidesthattheLoanFundisto beappropriatedfor thepurposesofthis Act.
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CLAUSE 9- LiMiTATiON OFEXPENDITURE
SUB-CLAUSE(I)

Providesthat totalexpenditurefor a defenceserviceauthorisedunderthis Act and
relevantappropriationActs is notto exceedtheamountsauthorisedby the relevant
appropriationActs for thecurrentfinancial year.

SUB-CLAUSE(2)

Adds thequalificationthat sub-clause(1) doesnot limit the poweroftheMinister for
Financeto makeavailableadditionalmoneysfordef~ncepurposesfrom moneys
appropriatedunderthe“Advanceto theMinister for Finance” in therelevant
appropriationActs.

SUB-CLAUSE(3)

Providesthat, exceptfor the expensesofborrowing, this Act doesnotauthorise
expenditureafter theendof thecurrentfinancialyear.
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