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Dairy ProduceAmendmentBill 1993

Outline

1. ThisBill introducesamendmentsto theDairy ProduceAct 1986. Theamendmentswill
providegreatercommercialflexibility totheAustralianDairy Corporationallowing it to
saveon costsand toimplementa risk managementprogramenhancedby specificreference
to its capacityto undertakehedgingoperationswithbanks.

2. TheAustraliandairy industrywill benefitfrom thecostsavingsand fromtheoperationof a
Corporationwhich wouldbemorecompetitiveandmorecloselyalignedto generally
acceptedcommercialpractice.

3. TheAustralianDairy Corporationis currentlyrestrictedin the rangeof bankingand
foreign exchangeimplementsthat it canuse. Theamendmentsextendthe rangeof
financialactivities inwhichtheCorporationcanparticipate. Theamendmentsalso
extendtherangeof bankswithwhich theCorporationcanconductits commercial
operations.Theseamendmentswill result in reducedcostsforboththeCorporation
and the industry.

4. TheAct asit standsallowstheCorporationto reducetherisk of futuretradeand
financialtransactions(that is, to hedge). However,bankswereconcernedthat the
legislationdoesnotspecificallyempowertheCorporationtodealwithbanksin
futuresoperationsandarereluctanttoconductfinancial transactionswith the
Corporation.The proposedamendmentswill specificallyauthorisetheCorporation
to enterinto futurescontractswith banksto reducerisk.

5. Theamendmentsalsoallow theCorporationtoconsolidatethe MarketSupport
Fund,the IndustryFund,thePromotionFundandotherCorporationmonies,thus
reducingbankingchargesandmanagementexpenses.At thesametime, the
Corporationwill berequiredto maintainthe integ~ityof eachof thesefundsby
maintainingseparaterecordsfor eachfund.

6. Theminoramendmentsareto removereferencestothesupplementarymarketsupport
arrangements.Thesearrangementshavenotoperatedsince1989.

FINANCIAL IMPACTSTATEMENT

7. Passageof theseBills will nothaveanydirectfinancialimpacton theCommonwealth

budget.
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Noteson Individual Clauses

‘Dairy ProduceAmendmentBill 1993

ClauseI — Shorttitle

8. Subclause(1) providesfor theBill to becalledtheDairy ProduceAmendmentAct 1993.

)9. Subelause(2) providesfor theDairy ProduceAct 1986,which is theAct beingamended,to
bereferredto asthe ‘Principal Act”.

Clause2 — Commencement

9. Thisclauseprovidesfor theAct to commenceon theday it receivesRoyalAssent.

Clause3 — Interpretation

10. Thisclauseamendsthedefinitionof ‘approvedbank” andprovidesfor the
Corporationto dealwithanincreasedrangeof approvedbanks.Thiswill allow the
Corporationto obtainmorecompetitivetermsandconditionsfor itsbanking
transactions.

Clause4 — Proveraccountstobekept

11. Thisclauseamendssection72of theAct andrequirestheCorporationto maintain
separaterecordsof all its financialdealingswitheachof the MarketSupportFund,
the IndustryFundandthePromotionFund. Underclause7 theCorporationis no
longerrequiredto keepseparatebankaccountsfor thesefunds.

ClauseS— Applicationof moneyof Corporation

12. Thisclauseamendssection74of theAct andallows theCorporationto investinan
increasedrangeof financialactivitiesandspecificallystatesthat theCorporationcanmake
short termdepositswith banks.

Clause6— Hedgingthrouchcurrencycontractsetc.

13. Thisclauserepealsand substitutesfor section79 of the PrincipalAct.

14. Subclause(1) definescurrencyandfuturescontracts.

Subclause(2)providesfor theCorporationtoenterintocurrencycontracts,futures
contracts,interestratecontractsandcurrency,interestrateor commodityswaps,and
Options.

16. Subclause(3)limits theCorporationto hedgingpurposesanddefinesthe typesof trading
activitiesthatarecovered,TheCorporationactivitiescoveredincludecontractstoborrow

andraisemoney,to investmoney,to purchaseorsell dairy produce,topayfor overseas
F promotionof Australiandairy produceand totransactforeigncurrency.
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17. Subclause(4) providesfor theMinister tosetguidelinesfor theCorporationwhenthey
enterintoordealwith contracts,andsubclause(5) outlinessomepossibleguidelinelimits.
Subclause(6) requirestheCorporationto adhereto theestablishedguidelines.

18. Subclause(7) providesfor theuseof contractsin relationtothe risk managementof
financialtransactions.Thefinancialtransactionscoveredare actualorproposedborrowing
or raisingof moneyby theCorporation,investmentrevenue,actualor proposedsalesor
purchasesof dairy products,paymentsfor overseaspromotionof Australiandairyproduce
andforeignexchangetransactions. 4

Clause7 - Revealof section

19, Thisclauseremovesthe requirementfor theCorporationtomaintainseparatebank
accountsfor the MarketSupportFund,the IndustryFundandthePromotionFund.
Underclause4 separaterecordsmuststill bekept for eachfund.

Clause8 - Investmentof moneystandingtocreditof a relevantfund

20. Thisclauseallows theCorporationto more efficiently managethe fundsthroughuseof a
broaderrangeof banking instruments.Most commercialtradein theshort termmoney
marketisconductedthroughbanks.

Clause9 — Minor amendments

21. Theseamendmentsremoveany referencestotheSupplementaryMarketSupportFund.
Paymentsintoand fromthe fund wereconcludedon 1 July 1989.
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