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"THE CONSTITUTION AND STATE BANKING"
by
Arthur A. Chresby.
(Formerly Federal M.H.R. for Griffith, Qld. and formerly Qld. Liberal Member of the
Menzies-McEwen Government Members “Taxation and Finance Committee.'1)
An address delivered to the “Toowoomba Conservative Club”, as Guest Speaker, at
the Canberra Motel, Friday 2nd. April, 1976.

Mr. Chairman, Ladies and Gentlemen,
Right at the outset I would specially stress that anyone present tonight who expects to hear an Address on funny money or economic theories, be those theories of Keynes, Galbraith, Slichter, Douglas, Laski, Marx, Lenin, Fabian Socialism or any other THEORY or ism, will be most sadly mistaken. I leave such theories entirely to their protagonists and other interested parties, for they form no part of this Paper. Indeed, with possibly one or two minor exceptions, my submissions are legally provable under the most rigid rules of “The Laws of Evidence” as established by all British and Australian Courts.
In using the words “Parliament” and “Government'’ I do so in their rely strict legal sense, NOT their party-political meaning.

The basis of this paper rests wholly upon the legal-constitutional answers to the following three (3) ground-work questions:-

1) Does the Qld. Parliament have the legal-constitutional power to establish its own State Trading or State Bank, other than Savings, Rural and Agricultural, to completely service the State Parliament’s Intra-State Financial requirements?

2) Does there exist any legal-constitutional power to prevent such a Qld. State Bank from using the established “credit creating-advancement techniques, of the Australian Reserve Bank and Private Trading Banks, for the purpose of financing, Intra-State, State and Local Government either with interest-free Loans and grants, or non repayable Loans, etc., thereby completely eliminating the necessity of State imposed taxes such as Death Duties, Land Taxes, Pay-Roll Taxes and the like?

3) If the State Parliament has those legal-constitutional powers, then that Parliament MUST produce Supreme Court, High Court and Privy Council provable legal evidence to show WHY that Parliament HAS NOT, MUST NOT and CANNOT so use those legal- constitutional financial powers.

On the other hand, if the State Parliament cannot produce such Supreme Court, High Court and Privy Council legally provable evidence then state politicians would stand publicly condemned of a legal dereliction of parliamentary duty in allowing the state and Local Governments to incur crushing Loan Debts and the non-legal necessity of imposing heavy State Taxes and crippling Local Government Rates to meet the redemption and interest of such non or rather legally unnecessary loan debts.

It is the purpose of these submissions to you tonight to prove, NOT on economic theories but on legal grounds that such State legal-constitutional financial powers do exist and that there are NO legal barriers to prevent their immediate implementation, somewhat along the lines I have suggested, IF THE STATE PARLIAMENT WISHES TO DO SO. 

And now to question 1.

1) "Does the State Parliament have the legal-constitutional power to establish its own State Bank to completely service the Parliament’s Intra-State Financial requirements, etc.?”

The first unimpeachable witness I call to my aid is the Constitution of the Commonwealth of Australia which, in Section 51 (xiii) states:-
“Banking, other than State Banking; also State Banking extending beyond the limits of the State concerned, the incorporation of banks, and the issue of paper money.”
That every State Parliament in Australia has the legal-constitutional power to establish its own State Trading Bank to service its Intra-State Financial requirements is made legally clear by that Section of the Constitution. It was made additionally clear, and legally proven, by my next witness, the High Court of Australia in the “State Banking Case" (NOT the Bank Nationalisation Case), in “City of Melbourne v Commonwealth of Australia" (1947) 74 C.L.R., pp 77-78, wherein the High Court affirmed:-
“The exception of state banking means that a general law of the Commonwealth governing the business of banking cannot affect the operations of a State Bank within the State concerned. The express inclusion in the federal legislative power of State banking extending beyond the limits of the State concerned gives added point to the exception. For it shows that State banking was contemplated as a possible function of government which should be excluded from the operation of federal law within the territorial limits of the authority of the government concerned."

(Please note that I have added the underlining to specially emphasise the exclusive legal-constitutional power of the Qld. Parliament to establish its own State Trading Bank.)

At the time of that High Court ruling the State of South Australia, in addition to its own State Savings Bank, had a State Trading Bank though it apparently never attempted to use it to take that State, for Intra-State purposes, out of the Loan Debt structure. I believe that I have legally established a clear affirmative answer to my first question, and therefore, it is not necessary to call in other witnesses to testify on my behalf. Therefore I state, without equivocation, that the Parliament of Qld. does have the legal-constitutional power to set up its own State Trading Bank and I publicly challenge every Qld. State politician, Ministerial or backbencher, to legally prove otherwise IF HE CAN. 

Having that power it is purely a matter of the Parliament DECIDING TO USE IT, nothing else.

It is true that some States, including Qld, once had their own State Savings Bank, as distinct from a State Trading Bank. It is also legally true that for no Court provable reasons, and for no known legally justifiable reasons, but simply on the ground of party politics, the Qld. Parliament destroyed its State Savings Bank, and entered into a Statutory Agreement with the Commonwealth Savings Bank, in the form of a partnership, whereby the Qld. Parliament would share in the profits and losses of the Qld. Section of that Commonwealth Savings Bank; that the State Parliament would do everything possible to increase the business and the profits of that Bank whilst the Bank, on the other hand, agreed to make available as loans on interest up to 70% of depositors' funds that it held at the end of each quarter. The Agreement ends in 1986, and the Loans are of 20 years duration, unless otherwise extended. Such Loans must be approved by the Australian Loan Council. You will find full details in the Qld. Statute “The Commonwealth Savings Bank of Australia Agreement Act of 1966," being a renewal of previous such Agreements. In the light of the legal-constitutional power of this State to establish and use its own State Trading Bank you will find Sections 3, 9, 10 (a) and (b) of that Agreement both enlightening and staggering with its political implications. 

Again, I challenge every State M.P., Minister or back-bencher, to legally prove otherwise IF HE CAN.

I turn now to question 2.

2) “Does there exist any legal-constitutional power to prevent the State Parliament from using a State Trading Bank to finance all its own Intra-State Loans, etc..”

To find the legal answer to this question I again call in aid my primary witness, the High Court of Australia in its rulings in the aforementioned 1947 “State Banking Case where, on pp 83-84 of 74 C.L.R. (1947), the Court states:-
“....The duty to choose a bank or banks for the purpose of the banking business of the State in fact belongs to the Treasurer of the State, as the Audit Acts of the State show...."
Before some State M.P. tries to claim that, in entering into the Commonwealth
Savings Bank of Australia Agreement, successive State Treasurers have only exercised
their power to recommend to Parliament which Bank or Banks should do the banking business of the State Government, I again call in aid the High Court of Australia, this time in their rulings in the famous “Bank Nationalisation Case (1948) 76 C.L.R., pp. 337-338, wherein the High Court ruled that:-
“It is open to the States, at all events in contemplation of law, under the exception of State Banking, to provide for their own needs."

Let us get this point very clear in our minds: The High Court ruled that it was open to the State, under the exception of State Banking, to provide for its own needs. 

On this there can be no legal argument and I again issue my challenge to State MP’s: LEGALLY PROVE OTHERWISE, IF YOU CANI

Even Sir then Mr., Frank Nicklin clearly recognised the legal existence of this power of Qld. to provide for its own needs from its own State Bank when, as Leader of the then State Opposition, he wrote to a very dear friend of mine (now deceased) under date of 15th September, 1948, and here is a photo-stat copy of that letter. Mr. Nicklin said then, and I quote:
“...it may be necessary for us, for our own protection; to exercise the right we have under the Constitution to establish our own State Bank...”

Legally then, every Qld. Treasurer has possessed the power to advise the Qld. Parliament to legislate to set up its own State Trading Bank, apart from a State Savings Bank, TO PROVIDE FOR ALL ITS OWN FINANCIAL NEEDS. 

I challenge the production of any legal evidence that any State Treasurer has ever given that advice or recommendation to the Parliament, as I challenge the production of any legal evidence that the State Parliament has ever bothered to cursorily, let alone seriously, examine and question Treasury advice in the light of the Parliament’s own legal-constitutional power to set up and use its own State Bank to provide for all its own Intra State financial needs.

In their defence, some politicians may try to claim that the State Parliament was forced to tie up with the Commonwealth Savings Bank, rather than establish their own State Trading Bank, because of the terms and conditions of Section 105A of the Commonwealth Constitution and the 1927 Financial Agreement (an Agreement which runs till 1985); that under those terms the State Parliament had no alternative than to borrow money from the Money Market, the Reserve Bank or Commonwealth and Private Banks because the Loan Council has to approve all borrowing, except short term bank over-drafts.

Such a defence would be an absolute public acknowledgement of a politician's supreme ignorance and failure to properly inform himself in these matters. The High Court, in the aforementioned “Bank Nationalisation Case", see p. 338 in 76 C.L.R. (1948), in referring to the 1927 “Financial Agreement” clearly stated that:
“By it the State submitted to the control of the Loan Council with respect to public borrowing...." (Underlining by me for emphasis)

By no known application of constitutional law interpretation and construction could the advancement of credit facilities, by a State owned Trading Bank to the State Parliament for Intra-State purposes be legally classified as “public borrowing." 

With respect to “local Government borrowing” from the State-owned Trading Bank, with Parliament's approval, neither Section 105A nor the Financial Agreement could be called in aid by those who may try to challenge me this point. However, the present method of Australian Loan Council Gentlemen’s Agreement with the States on Local Government borrowing on the Loan Market is clearly ultra vires of Section 105A and the Agreement. 

Under the Qld. Local Government Act, every Alderman and Councillor, who actually voted to raise such types of Loans, is clearly legally liable, individually and severally, for the interest and redemption of such Loans, AND NOT THE RATEPAYER BY HIS RATES.

This brings me to my last question No.3, and for its answer it requires that I touch on the legal aspects of what is “Money”, “Legal Tender", Bank Loans, Bank Credit and Bank Overdraft?

3 If the State Parliament has those legal-constitutional powers, then that Parliament MUST produce Supreme Court, High Court and Privy Council provable legal evidence to show WHY that Parliament HAS NOT, MUST NOT and CANNOT so use those legal- constitutional financial powers.

In the 75 years since Federation the Australian people have been taught, by various educational and propaganda applications, to accept and sincerely believe that a Trading Bank, Reserve and Commonwealth Trading banks can ONLY LEND the money which has actually been deposited with the Bank; that other than that actual deposited money, and what people and business keep or use daily between themselves, there is no other money available unless the Commonwealth Government orders more legal tender in the form of dollar notes to be printed and coins to be minted, that because of this Banks are restricted in what they can lend by having to keep a sufficiency of the depositor’s money available in the Bank to meet the depositor’s requirements. IS THIS LEGALLY TRUE?
I call in aid the former Governor of the Commonwealth Bank (later the Reserve Bank) who clearly showed how completely false was this Public belief when, in his “E.S. & A.
Bank Limited Research Address" at the Qld. University, on the 15th September, 1954, Dr. H.C. “Nugget" Coombs, stated unequivocally, on page 4 of that printed Address:-
“Any given piece of expenditure can be financed from one of four sources (or a combination of those sources)-
1) new savings;
2) accumulated reserves;
3) money borrowed, other than a bank;
4) money borrowed from a bank;

The last source differs from the first three because when money is lent bv a bank it passes into the hands of the person who borrows it without anybody having less, Whenever a bank lends money there is. therefore, an increase in the total amount of money available."

The underlining has been added by me to emphasise that, if the popular public, and politicians, belief was legally true then, quite obviously, every bank loan or overdraft would very definitely reduce the amount of the people’s money left in each Bank. But Dr. Coombs made it very, very clear that NO BODY, i.e. no Depositor, HAS ANY LESS IN THE BANK WHEN A BANK MAKES A LOAN OF MONEY, or grants and Overdraft, to any person, persons or company, etc.

Indeed, to make his point even clearer, he went on to stress, and I again quote his exact words in context.-

“...WHENEVER A BANK LENDS MONEY THERE IS, THEREFORE, AN INCREASE IN THE TOTAL AMOUNT OF MONEY AVAILABLE.”

Now whilst State Treasurers, Ministers and State politicians may want to argue with me that that is simply not true, THEY CANNOT ARGUE AGAINST THE MAN WHO RAN THE COMMONWEALTH BANK BOARD AND THE AUSTRALIAN RESERVE BANK, and who was financial adviser to every Federal Government from Chifley to Whitlam, Dr. H.C. Coombs.

How, then, does a Trading Bank, Commonwealth Trading Bank, lend or grant on overdraft MORE money than is actually deposited with the Bank? How? The first thing to do, of course, is to find out what a trading bank is and what it does and I know of no better legal definition, or authoritive definition, than that given by the Judicial Committee of the Privy Council in its decisions in the before-mentioned Bank Nationalisation Case. 

It appears on pp. 632-633 of the 79th Volume of the Commonwealth Law Reports on Privy Council decisions, and it reads, and I have emphasised certain words:-

“..the business of banking, CONSISTING OF THE CREATION AND TRANSFER OF CREDIT, and making of loans, the purchase and disposal of investments and other kindred activities is a part of the trade, commerce and intercourse of a modern society,...’


Now please note their Lordships exact words: THE CREATION AND TRANSFEROF CREDIT. VERY LEGALLY CLEARLY, THEN, TRADING BANKS, both Commonwealth and PRIVATE, CREATE THEIR OWN FORM OF MONEY OVER AND ABOVE THE LEGAL MONEY PRINTED AND COINED BY THE RESERVE BANK OF AUSTRALIA ANDTHE COMMONWEALTH PARLIAMENT, and lend that Bank created or substitute money to approved borrowers. 

I would, again, publicly challenge the State Treasurer, Ministers of the Crown and every State Politician to legally prove otherwise IF THEY CAN.

How can, and do, the Banks CREATE AND LEND A SUBSTITUTE FORM OF MONEY? 

Well, there are available in the great Public Libraries, Court Libraries, State and Federal Parliamentary and University Libraries, numerous British, Canadian, New Zealand, Australian and American Official Reports of Royal Commissions, Commissions, Parliamentary and Congressional Enquiries into the Banking systems clearly and legally establishing beyond any Court challenges that Banks create credit by writing entries in their books of account and lend those figures as a substitute form of money over and above the legal tender/currency of a Nation; that, indeed, this SUBSTITUTE FORM OF MONEY constitutes anything up to 80%-90% of ALL MONEY TRANSACTIONS IN THE COMMUNITY, from little Johnny and Mary buying a 2c or 3c lolly to the Federal Government buying an F111 or the State Government buying a Railway Engine. 

Once again, I publicly challenge every State Politician to legally prove otherwise IF HE CAN.

Over a period of time I have noted that propagandists for monetary reform have generally stated that the Banks create credit entry in their books, for loan purposes, up to 8,9 and 10 times the actual amount of legal tender money they hold in their vaults. Indeed, to simplify the explanation of how a Bank creates and uses substitute money I have from time to time used this illustration myself. However, this ratio of credit created to legal tender money held is primarily based upon the practice and techniques of the British Banking system. In the U.K. the Banks, as a general rule, in effect contract to lend an approved borrower a fixed sum of credit at a fixed Rate of Interest until the principal has been repaid.

In Australia, however, whilst the end result is the same, the Banks use a different credit issue technique by using two different methods, i.e., straight-out Loans and Overdraft drawing Limits, the latter constituting the major form of Bank Credit Advancements. In straight-out Loans there is no real difference to the British Banks and whilst there are very clever terminology techniques used, to confuse all but the elite of the banking and financial world, there would probably be in the final result very little difference in the ratio on “Loans”. There has grown up in Australia a ratio technique called “L.G.S.” or ratio of liquid assets plus Government securities to deposits and whilst there are no Parliamentary Statutes governing the question of ratio of “Loans” or “Overdraft Limits" to actual legal tender (or securities readily convertible into legal tender on demand) the Private Trading Banks and the Reserve Bank would appear to have reached an understanding or loose convention as to the Ratio. I used the words “would appear” to illustrate that it is only a loose arrangement for I know of one big Australian Private Trading Bank whose ratio of L.G.S. to Advances dropped to 6.4% in June 1955, whilst the minimum average ratio right through till comparatively very recent times, that is of all Trading Banks, excepting Commonwealth, was just a fraction over 14%, although there is a “convention agreement" that from the 31 March, 1976, till approximately 31 March, 1977-78, the Banks will strive to keep around a 28% ratio of L.G.S. to their Loans and Advances by Overdrafts. Anybody who wants to go deeper, which is not necessary for this Paper, could benefit by a very close study of Paragraphs Nos. 486 to 507, inclusive, of the “Report of the Royal Commission of Enquiry into the Australian Banking System" (1935-37). (I had the privilege, as an Independent Research Observer, to be present at all Sittings of that Royal Commission throughout Australia, with the exception of those in Perth and Hobart.)
For those who may not know, an Overdraft is an agreed upon drawing Limit of Credit at Interest Rates that can vary, even almost from day-to-day. Overdraft Limits do not appear in published Bank Accounts as a general rule. Only the actual amounts drawn against those limits show as “Bank Advances,” and advances can also include “Loans". Very simple is it not, or is it confusing? As I have stated, that for the aim and objective of these submissions to you, as posed in my three questions, it is not essential to proceed into credit creation and advancement technicalities. It is only necessary to prove legally that Banks do create figures in their Books and lend them as substitute money OVER AND ABOVE the legal tender money deposited in their vaults. I have submitted unimpeachable evidence that SUBSTITUTE MONEY IS THE MAJOR FORM OF MONEY USED IN THE COMMUNITY and, again, I publicly challenge every State politician and Minister to legally prove otherwise IF HE CAN.

At this point I want to impress upon you very clearly and definitely that there is a very distinct legal difference between the Reserve Bank of Australia advancing credit facilities to the Commonwealth Parliament and the Private Trading Banks doing likewise. Credit advanced or loaned to Federal Parliament by Private Trading Banks has to be paid back to them, plus Interest. 

CREDIT ADVANCED BY THE RESERVE BANK VERY DEFINITELY AND LEGALLY DOES NOT HAVE TO BE REPAID BY THE FEDERAL GOVERNMENT FOR IT IS STRICTLY A BOOK ENTRY ARRANGEMENT. 

Thus Mr. Lynch's screams about the shocking 4 billion dollars ($4,000,000,000) Deficit Reduction necessity may be good party-political propaganda, but there is not one grain of legal-constitutional truth in it, and I again issue my public challenge to these party-political purveyors of financial doom to legally prove otherwise IF THEY CAN.

If the Federal Parliament does NOT have to repay Federal Reserve Bank advances and interest, then on what legally provable grounds is the Federal Parliament compelled to borrow from the Private Banks and the Loan Market? 

On what legally provable grounds? THERE ARE NONE! 

On what legally provable grounds, therefore, is the Federal Parliament compelled to introduce crippling forms of direct and indirect taxation to meet those Loans?

With the sole exception of printing legal tender money and coining metallic, a State Trading Bank would bear exactly the same legal relationship to the State Parliament as the Reserve Bank does to the Federal in the matter of credit creation-book-entry- advancement for Intra-State financial requirements of the State Parliament removing that Parliament from the public debt field, with all its attendant crushing pressures upon the Qld. people and again my challenge goes forth.

TO SUM UP;
I believe that, in this Paper, I have proved beyond all possible legal challenge:

“That the Qld. Parliament has absolute legal-constitutional power to establish and operate, within the State of Qld, a State Trading or General Bank without any legal interference from the Commonwealth”.	
“That the Qld. Legislature has absolute and complete legal-constitutional power to use, for Intra-State purposes, its State Bank to make credit advancement facilities available to the State Parliament for any statutory purposes THAT THE PARLIAMENT WISHES”.

“That the Qld. Parliament can authorise its own State Bank to do this by the use of the established and legally proven Credit Creation Advancement techniques of the Federal Reserve Bank and the Private Trading Banks”.

“That the Qld. Parliament has the absolute and complete legal-constitutional power to authorise its own State Bank to advance credit facilities, not only to the State Parliament but also, to Local Government Authorities on the basis of non-repayable nointerest Loans or grants, or as non-interest bearing Loans on pepper-corn service charges only, or in any statutory manner which the State Parliament wishes”.

“That using the State Bank Credit Facilities, as aforementioned, there is, therefore, absolutely no legally provable grounds for the State Parliament seeking, for Intra-State purposes, any form of financial assistance from the Commonwealth, nor for borrowing credit from Reserve, Commonwealth or Private Banks or from the “Loan Market”, nor for incurring the crippling debt and interest burden under which Queenslanders now stagger”.
	
“That there is, therefore, no legally provable justification whatever for the State Parliament to retain its crippling forms of State Taxation, such as Death Duties, Land Taxes, Pay-Roll Taxes and the like, I REPEAT, NO legally provable justification whatever”.

Finally, Mr. Chairman, Ladies and Gentlemen, once again, I hereby publicly challenge the State Treasurer, State Ministers and every State Politician to legally prove, IF THEY CAN, that the contents of this Address are without the slightest legal foundation of truth. If they cannot, then every Queensland Taxpayer and Ratepayer, on learning of the contents of this Paper, will wrathfully demand of his and her State Politician that the Queensland Parliament will immediately legislate accordingly.

May I remind every State Politician, Minister or otherwise, that if a majority of the Queensland State Electors petition the State Governor to dissolve the Parliament then, no matter what State Ministers and Politicians advise him, the Governor has no legal alternative than to do so for he is the final PROTECTOR for ensuring that the legal will of the Queensland People is obeyed by Parliament.


“THE ADVANTAGES OF ESTABLISHING
A STATE BANK IN QUEENSLAND”
by
Arthur A. Chresby
(Research Analyst in Constitutional Law, and former M.H.R.)
Luncheon Address
TOOWOOMBA CHAMBER OF COMMERCE
Telford Hotel, Toowoomba, Monday 23rd November 1981.

Mr. Chairman and members of the Toowoomba Chamber of Commerce, there is an old Chinese proverb which states that, “When hit by a thunderbolt it is too late to consult the book of dates”.

In the time available to me, to-day, it is my task to give you a look, albeit a tabloid one, of what the 'book of dates’ portrays with reference to finance and banking, and what a State Parliamentary Bank ought to be able to do for Queensland and Queenslanders.
I begin by assuming that all of you have read the letter and media release, on State banking, which was sent to all State members and local Government authorities in Queensland last month and that, therefore, I shall not have to re-traverse that ground to-day.
At the outset there are two vital basic quotes which must be presented as the ground upon which this paper is being built.
The first is:
“The problem of our time is a very simple but, nevertheless, a highly complex one. It is that the physical sciences are advancing at a rate presently greater than the apparent capacity of the social sciences to keep pace."
You will at once agree that that statement sums up to-day’s situation. The remarkable thing about that statement is that it was made 46 years ago by the famous professor Glen Frank, of Wisconsin University, Ohio, USA. There can be no argument, whatever, that the physical sciences have made astounding progress at an amazing speed. But what of the advances in the same period of the social sciences in the fields of economics and finance? Let me state the situation in the words of a very famous man:
“Direct taxation has risen to heights never dreamed of by the old economists and statesmen, and at these heights have set up many far-reaching reactions of an infrugal and even vicious character. We are in the presence of new forces not existing when the text-books were written....
"Beyond our immediate difficulty lies the root problem of modern world econ'b'lfiics; namely, the strange discordance between the consuming and producing power. ...
“Have all our triumphs of research and organisation bequeathed us only a new punishment - the curse of plenty? Are we really to believe that no better adjustment can be made between supply and demand? Yet the fact remains that every attempt has so far failed.
“Many various attempts have been made, from the extremes of communism in Russia to the extremes of capitalism in the United States. But all have failed, and we have advanced little further in this quest than in barbaric times."

That statement describes, with amazing clarity; the economic and financial position of to-day. But it was written fifty-one years ago, and is from the “Romance lecture" given at Oxford University in 1930 by Winston Churchill. Yes, 51 years ago, he accurately described to-day. He accurately described how far behind the physical sciences the social sciences of economics and finance would be fifty-one years later.

In the light of the warnings and prophecy of Glen Frank and Churchill surely we here are morally bound to say with the great Francis Bacon, in his “Novum Organum”:- (and I quote)

“We can no longer proceed along the lines of thought now prevalent. What is wanted is a realistic relationship between the mind and things."

Surely this means that from this day we must give to the facts that we find, and to the words that we use, precisely the same weight that the physical sciences give to the facts that they find, and the words that they use, and then we may truly advance economics and finance to the advantage of all of us. So now I turn to some of the facts and shall strive to give those facts, and the words I use, their true weighting.
It was on the 21 January, 1931 that Chief Justice Dethbridge and Justices Beeby and Drake-Brockman handed down a written judgment of the Commonwealth Full Court of Conciliation and Arbitration. Inter alia, extracts from the judgment read:-

“There is a considerable body of opinion in support of the contention that the handling of currencies and credit, and the banking system of the world are largely responsible for the present world crisis.
“Under the world’s banking system it has become an instrument for controlling the future production of wealth....
“Many eminent economists and statesmen to-day support the idea the control of money should be a State function rather than held for dividend making.”

The basic truth in that judgment is to be found to-day in the fact that, excluding our overseas debts, our internal national debt has doubled in five years and now stands at $3000 per head of population. That truth is also revealed on page 12 of the Quarterly review of the Bank of N.S.W., No. 27 of October 1978, which tells us that all money in Australia is a debt of the banking system.
Only bigots and theorists would deny that, even before the release of the Campbell enquiry report, international Merchant Banks have been trying to muscle in on our established private Trading Banks, and have been jostling each other in their attempts to grab an ever-increasing control of the Australian financial system. Such a control must result in the pyramiding of debts with the concomitant of decreasing purchasing power of each individual legal tender dollar with the expansion of untenable strains on business, industry and production ending in the inevitable widening of social, moral and spiritual disasters in our community.

It was the 1934 President of the Sydney Chamber of Commerce, Mr. Spencer Watts who succinctly summed up the situation, applicable to-day - 47 years later - when he said of public financing:-

“The condition of the public finances of Australian States and Municipal and semi-government bodies is alarming. When the camouflage is stripped off, and the truth is known, it will be revealed that the structure is like the formidable and substantial looking mediaeval castles built of painted cardboard at Hollywood."

So let us strip off the camouflage of money and banking and, within the time-scale allowed me, reveal their truths and how we can use those truths, with sound and sane accounting, to establish a state bank.

In the days when we were on the gold standard our financial system was structured in the form of an inverted pyramid, a pyramid standing on its apex point. In that point, in each country, was the available gold as that country's money base.

On the next horizontal level was the legal tender money of the country tied to that gold as to quantity. The next level contained all the multitudinous forms of securities, which to-day runs into billions and billions of dollars and in the final analysis are only promises to pay in gold and legal tender if called for by the holders or owners of those securities.
The fourth level was broadly divided into three vertical compartments. The first compartment contained what we may term lodged deposits; that is, deposits lodged for fixed terms and conditions. The second compartment contained our general account deposits, which we mostly operate daily. The third compartment contained bank created deposits or bank credit. Quite a top heavy structure easily toppled.

In the 1930's we went off the gold standard and gold's place at the point of the pyramid was taken by the legal tender notes and coins. For the purpose of this paper we can forget legal tender coins as they are only ice cream and beer money.

With the departure of gold the inverted financial structure was based wholly on the amount of legal tender notes held by the banks, Gold and silver being only a trading commodity and not legal tender money under our statute laws.

At the end of May this year Reserve Bank statistics showed that the entire Australian banking system only held just over $600 million of legal tender notes in their vaults, to support billions and billions of dollars of securities and various forms of deposits in that inverted pyramidal structure. Obviously, if every one asked for their deposits and securities in legal tender notes, the pyramid would topple and the banks would have to close their doors until the Reserve Bank could print and release an equivalent dollar value in legal tender notes.
Now here a vitally interesting point arises and a very oblique reference was made to this point, during the High Court hearings in the Bank Nationalisation case. Back in 1932 there was an appeal case before the Law Lords in Gt. Britain. The details of the case are not of any importance. What is terribly vital is that fact that the law lords apparently held that legal tender notes have no face value whatever whilst held by the banks; that their only value in the banks was the cost of paper, ink and printing; that their face value only revived whilst in the actual hands of the public.
If this holds true, as my research leads me to accept that it does, then the $600 million dollars of legal tender notes held, at the point of the financial pyramid, are only worth the cost of the paper, ink and printing, and that the inverse pyramid rests wholly and solely on practically valueless paper. This will, no doubt shock you all. However it proves a vital point: If all the immense volume of securities and deposits of our pyramidal financial system rests and works on such a valueless and flimsy paper base point, and works well and profitably for those who control the system, then there can be no valid argument, legally or otherwise, against setting up a State Parliamentary Bank and, using a much more secure and valid accountancy base, together with the well established credit creation techniques, provide for the State's “own needs" as the High Court ruled in the Bank Nationalisation case.
We can further demonstrate this when we examine Reserve Bank figures. They fluctuate from month to month, but at the end of May this year the total of legal tender notes in the hands of the community was approximately $6.25 per week, per person in ''Australia. 

So we must press two very pertinent questions:-

· Where does Mr. Howard get his billions of direct and indirect taxation, etc., from, if that is all the legal tender money the people have to live on each week? And
· Where does the Australian banking system get its present $26,169,000,000 of deposits from? These figures are Howard's.

In his 1954 E.S. & A. Bank Ltd research lecture at the Qld. University, 15th September that year, Dr. H.C. Coombs, in his address on “the development of monetary policy in Australia”, inter alia, pointed out that:-

“...when money is lent by a bank it passes into the hands of the person who borrows it without anybody having less. Whenever a bank lends money there is, therefore, an increase in the total amount of money available.”

Dr. Coombs was at the time the Governor of the Commonwealth Bank, just before it became the Reserve Bank with himself as the First Reserve Bank Governor. So we cannot wipe his statement as that of an ignoramus. That statement dealt a death blow to the age old propagated lie that banks have no money other than that deposited with them by their customers, therefore they lend portion of their customers' deposits. Clearly if banks did this it would only be a transfer from one account to another and customers would actually have less in their accounts. 

Dr. Coombs clearly showed that bank loans increase the amount of money, not decrease it.
In this paper I make reference to a sane and valid accountancy and accounting system. This brings me to pose an urgent vital question. Has any State or Federal Treasurer ever presented to Parliament a State or National balance sheet? Every public company is legally compelled to have an audited Annual Balance Sheet. All that Treasurers present is an Annual Budget, which is purely an estimate of receipts and expenditures. All public borrowing is based wholly upon those budgets, NOT UPON A BALANCE SHEET.

Parliaments, as custodians, and operators, of the public purse have never been given their legitimate right to know just what are the actual liabilities, assets and credit balances. Therefore, unlike public companies, parliaments have not been able to handle public finances other than in the traditional processes of the debt system of borrow and tax, borrow and tax, ad infinitum. As I have already pointed out our internal national debt had doubled in the last five years and now stands at $3000 per person in Australia.

It is legally incontrovertible that, as the financial/banking system has been, and presently is, operated, the whole incredibly vast volume of so-called funds, cash, liquid assets, securities, and etc., rests wholly upon that very meagre amount of doubtful face value legal tender notes which legally constitutes the point of the inverted financial pyramid. It rests only on the legally unstainable pure belief that that volume of non-legal tender money will never be called upon to be paid out in the statutory legal tender notes. It is further incontrovertible that it has never been to the interest of the big financial manipulators that this fact should be brought prominently to the notice of John and Mrs. Citizen.

That fact is a major reason why every device of psychological conditioning is being used to persuade the people to use the various forms of charge accounts and credit cards. If people get out of habit of calling for legal tender then, so far as the manipulators are concerned, the whole edifice of the financial system is comparatively safe, except for the war for centralised control amongst the manipulators which could bring down the inverted pyramid. May I suggest that, internationally and nationally, that pyramid appears to show signs of swaying?

I believe that I have succeeded in stripping off the camouflage of the 'formidable structure’ of money and banking and shown it to be only the ‘painted cardboard of Hollywood', to use the succinct phrases of the 1934 Sydney Chamber of Commerce President, Mr. Spencer Watts.
Once you have grasped the full nature and operations of the money and banking systems, then the question of how the establishment of a State Parliamentary Bank and how it can be used to the financial and economic benefit of Queensland and Queenslanders, including - allow me to state - the financing of Toowoomba’s Cressbrook Dam and local government at the cost of administration, becomes self-evident.

Why do I call it a “State Parliamentary Bank” and not a State Bank and, broadly - without getting technical - how might it work?
In all states, where a ‘State Bank’ is operating, it functions, either statutorily, or by traditional implication, as an agent of the State, which is not in strict conformity with the Constitutional interpretation of the meaning of “State banking' in sec. 51 (xiii) of the Commonwealth Constitution.

The High Court laid it down in the 1947 State Banking case, The City of Melbourne v The Commonwealth, and re-affirmed it in the famous Bank Nationalisation case that:

“Slate banking ins. 51 (xiii) of the Constitution means the business of banking engaged in by a State as a banker and does not include transactions between a State as a customer and a bank."

Here an involved, yet simple, point of constitutional law arises. To designate a State bank as an agent of the State government, which is the common practice, overlooks, or pointedly ignores (I suggest for partisan reasons) that a government cannot, and in High Court would not, be held to be the State. Only Parliament is the constitutional embodiment of the State, and Parliament consists of the Queen (or Her representative) and both houses (in Queensland, one house only). 

The Ministers of the Crown are not the legal government and never can be unless a constitution is altered to make it so.
The meaning of the High Court's judgment should be very clear and it is only misunderstood for party political reasons. It is the Parliament of the State that is the bank, and not a separate entity called a State Bank. If it functioned as it should, the State Treasury would be the implement for carrying out the banking/financial policies of the Parliament. The very reverse of the present situation where the Treasury in practice controls the Parliament, and Ministers and members constantly complain about the 16 dictatorship of the Treasury, but never use their legislative powers to bring the Treasury under the obedient control of the Parliament; using the word Parliament in its true legal- constitutional interpretation.

The misunderstanding, or pointed ignoring, of the true legal meaning of state banking means that State banks, already existing, function as separate bodies competing for funds on the so-called money market. "Cabinet”, using the Parliament, “borrows" either from that State Bank or the market. Thus, under the financial agreement and the Loan Council, it places the State in pawn, whereas, functioning as it should, the State Parliamentary Bank, for intra-state purposes (and I stress intra-state), would not be borrowing, as it is traditionally believed, to re-lend. Functioning properly, the State Parliamentary Bank, with respect to intra-state funding, would be free of any interference or dictation from Sec. 105Aof the Commonwealth Constitution, the Financial Agreement and the Loan Council.

As the High Court has stated:-

“...It is open to the States, at all event in contemplation of law, under the exception of state banking, to provide for their own needs....”

The very first thing that Parliament would require of the Treasury is that it would draw up a properly audited balance sheet of the State of Queensland. On the assets side would be shown the financial value of the assets of the State, excluding Commonwealth assets. The liabilities side would have to include, inter alia, the debts of the State, including local government (and semi-government) together with the amount of money actually in the hands of the Queensland people at the time of the preparation of that balance sheet.

With that balance sheet as its basis the Parliament would require the Treasury to open a State account and it would be against the credit balance in that account that, particularly for Parliamentary, semi-government and local authorities approved financial requirements, that loan credits would be advanced.

Other than for proven essential inter-state and overseas needs, the State Parliamentary Bank would under no circumstances “borrow" money for its intra-state legitimate functions and requirements. (I use the word 'borrow' in its strictly understood financial meaning).
Using the established credit creating techniques, which I have exposed in my stripping the camouflage off money and banking, the State Parliamentary Bank, working from the State account, regularly policed by State balance sheets, would fund legislatively (and I stress legislatively) approved government, local authority and semi-government projects a( the cost of administration.

You immediately ask: “What would that cost of administration be as compared with present interest rates?” The 1979 Annual report to the South Australian Parliament by the State Trading Bank shows that the difference between its ‘borrowing’ and lending rates is just two percent. On that two percent it makes a profit, half of which is paid into the State Treasury. So it shows just how low the interest rate would be for a bank that did not, (and I stress did not), 'borrow' to relend, and how the Cressbrook Dam could be financed at rates of interest, which at the last Annual Conference of the Queensland Local Government Associations, Alderman Duggan said could not be done by a State Bank.

As it is the State public credit that is involved I again stress that regular, not just Annual, balance sheets of the State account must be presented for Parliamentary and public scrutiny, policy decisions and controls. Undoubtedly this would require State members to spend far, far more time in the Legislative Assembly in George Street, Brisbane, than they do now. It would also require that they be legislatively charged with greater individual responsibility to the Queensland people. Obviously Cabinet, party and other, power brokers will be positively hostile to their conventional powers and authorities being superseded. But who are they? It is the Queensland people who count, not the wounded pride of ministers, would be ministers, and other power brokers.

Although I have only skirted the perimeter of money, banking and State parliamentary banking in this particular paper, and I submit that any qualified and experienced accountant, with the will to do it, could not only set up a sound and sane account and state parliamentary balance sheet, but, without hesitation, could be appointed to set up the machinery and, with full legislative direction, policy wise, could operate and manage that machinery with credit to himself, satisfaction to the Parliament and benefit to the State of Queensland.

The greatest obstacle to setting up the Parliament State Bank is not technical or financial. It is political, together with our failure to apply the same serious meaning to the words we use, as do the physical scientists, with the result we find ourselves arguing along useless abortive cliches. The result is that the physical sciences are progressing at dazzling speeds, whilst banking and finance, except to the advantage of obvious power brokers, has not advanced much since the birth of the founder of Christianity.

To-day we have stripped away the camouflage from money and banking and shown it to be the Hollywood cardboard castle that it is. Are you members of this Chamber of Commerce going to admit that you have not the brains and the talent to advise our State politicians, irrespective of party, on how to use the State’s Constitutional Financial power somewhat along the lines indicated in this paper?
In the mid 1930’s the Southampton Chamber of Commerce investigated this matter and came out with findings not materially different from what I have explained in this paper, as did the London Chamber of Commerce in July, 1944. Both chambers issued serious warnings as to how the financial system was not being used in the interests of the common people, hut the big guns at that time succeeded in largely smothering the work of the chambers with the usual smear campaigns. I recommend you get copies of those reports, and study them if you value your own future.

Mr. Chairman, I began this paper with an ancient Chinese quote about the book of dates, and promised you a look, albeit a tabloid look, of what that book, in relation to banking and money, portrayed.
In the course of that look references were made to ‘power brokers', and ‘big guns’. Because of the status and influence of Chambers of Commerce it is fitting that my final quote in this paper should come from a prestigious Chamber of Commerce in Great Britain as the concluding dire warning of the financial manoeuvring which necessitates our having our own parliamentary state bank to protect our intra-state finances.

It reads:-

“...It is the gravamen of the Chamber's criticism that the International Monetary Fund does, in fact, seek to deprive the nations of their defences whilst failing to remove the perils which called them into use."

-Page Seven, “Report of the London Chamber of Commerce on the final Act of the United Nations Monetary 8efinancial Conference." Report dated 12th December, 1944.


A Letter from Sir Robert Sparkes
President of the National Party of Australia (Queensland Division)
To an Elector. 
6th July 1982

Dear Sir,
Thank you for your letter advocating the establishment of a State Bank. Whilst I appreciate your motivation in seeking a State Bank, I must be quite frank and say that I do not personally favour one for the following reasons:-

1) The National Party’s principal philosophical tenet is its belief in the free enterprise system, which in essence means the minimum of Government interference in our lives and the minimum of Government instrumentalities. Accordingly, a Socialist instrumentality such as a State Bank is totally incompatible with our free enterprise philosophy. How people who profess to believe in free enterprise can reconcile advocacy of such a patently socialistic measure with their belief, defies comprehension. One might as well try to reconcile Christianity with atheism!
2) The State Bank concept being peddled by the League of Rights obviously envisages what is known as a Bank of issue, that is a Bank that can issue (or create) credit or money. Leaving aside for the moment the fundamental fallacy of the Social or Douglas Credit theory which underlies this concept, the fact is that under the Australian Constitution only the Federal Government can institute a bank of issue. Whilst the States can set up ordinary trading or savings banks they clearly cannot establish banks of issue.
3) Even if the State Government could set up a bank of issue such as the Commonwealth Reserve Bank, that Bank could not miraculously provide the massive financial resources obviously envisaged by you to enable cuts in rates, electricity charges etc. What the League of Rights are peddling and you have obviously been duped by their plausible but nonetheless totally fallacious propaganda, is the Social or Douglas Credit Theory which stripped of all trimmings holds that money can be created out of nothing in unlimited quantities. Time and space do not permit me to elaborate on the false premise underlying the Social Credit monetary theory. Suffice to say that a highly competent Royal Commission in New Zealand found that, whilst the theory was plausible, it was utterly fallacious!
4) Because a State Bank could only operate as an ordinary trading Bank in competition 
with existing trading banks, its lending capacity would be severely limited. In short it would not be able to satisfy all the great but quite unrealistic expectations that its wishful thinking advocates have generated.
5) In time of economic adversity when, for example, the rural industries were suffering, many people unable to obtain finance from normal lending institutions, because of their desperate circumstances would resort to the State Bank for help. Because of the severe limitation on the resource of the State Bank and the need to restrict lending to reasonably viable cases, many people would have to be turned away. Imagine the horrific political backlash that would occur if “Joh’s Bank" had to refuse financial assistance to droves of desperate people.
6) Finally, I would remind you that the “proof of the pudding is in the eating". In those States where they have a State Bank, financial problems are generally greater than they are in this State that is the State Bank has not proved to be the panacea of economic ills that its advocates claimed.

Having enunciated some of the more important reasons for my opposition to the establishment of a State Bank, let me say that what I believe is necessary is an investigation into the desirability and practicability of enhancing the functions and capacity of the State Agricultural Bank to enable it to perform its role more effectively.
Finally, I should stress that one must guard against the easy assumption that these miraculous panaceas for our economic problems exist. There are none!
Yours sincerely,
[image: ]

Sir Robert Sparkes’ views are brief views taken from correspondence.


The following is a statement made by Mr. Chresby in response to Sir Sparkes letter


PRESS RELEASE
4th August, 1982
[bookmark: bookmark5]
NATIONAL PARTY CONFERENCE MISLED
Media reports of the recent National Party Caloundra Conference show that the Party's State President asserted that, because of an agreement with the Commonwealth Bank, the State could not have a State Bank before 1985 and that, accepting this assurance, the Conference deferred the State Bank question until 1985.
No such agreement exists and the Conference was therefore legally misled in making the above decision. The agreement referred to was not with the Commonwealth Bank about a State Bank. On the contrary, it was "An Agreement between the Commonwealth Savings Bank of Australia and the State of Queensland" and was wholly concerned with setting up a State Savings Bank.
The statutory short title of the Agreement is cited as: "The Commonwealth Savings Bank of Australia Agreement Act of 1966". It is to be found in Statute No. 3 of 1966, Royal Assent was granted on 27th September 1966, but the agreement was backdated to commence on 1 st July 1965 with a currency of twenty (20) years to 1985.

The statute cites Section 10, thereof, as follows:-
"The State undertakes and agrees with the Savings Bank during the currency of this Agreement that:
(a) so long as the Savings Bank or its successors carries on savings bank business in the State of Queensland no savings bank will be established or conducted in the said State by or under the State."

It is understood that at no time was the Conference informed of the exact title and nature of the agreement, nor were delegates advised that South Australia has two (2) banks under separate statutes, e.g., A State Savings Bank (which Queensland cannot have till 1985) and a State cheque paying credit creating bank which contributes some millions of profit to the S.A. State Treasury.
Contrary to any belief which Conference Delegates, and their State Executive may have, the N.P. State Parliamentarians have absolute statutory and constitutional freedom to introduce, or support, any legislation setting up as many forms of State banks (Savings Bank excepted) as the State Parliament may decide.
Any attempt to enforce the above misleading decision of the Conference as being legally binding upon the N.P. State Members could constitute a very serious breach of the Queensland Criminal Code and the High Court interpretation of the legal function and duty of Members of Parliament.

[image: ]

[bookmark: bookmark6]
A CLARIFICATION OF STATE BANK ISSUES
[bookmark: bookmark7]by Arthur A. Chresby
24th June, 1982

Media, and other, reports appear to indicate that the N.P. State organisational Executive is pressing to have the ‘State bank' plank removed from the Party Platform at the Annual Conference next month (July), and that it is basing its campaign on an anti-state bank Seven Point Argument designed to swing Conference Delegates who could not be expected to know that every one of the Seven Points is based upon assumptions and theories absolutely incapable of withstanding High Court testing.

The Seven Point Argument is that the ‘State Bank':-

1) Means Nationalisation of Banking.
2) Stops competition of trading banks.
3) Will stop the inflow of overseas funds.
4) Is socialism.
5) A Labour government would abuse it.
6) It conflicts with N.P. Free Enterprise policy
7) It is disastrously inflationary.

An additional argument apparently being stressed by the Executive is that a 'State Bank’ could not 'create credit1 as the Reserve and Trading banks can do.
HERE ARE THE HIGH COURT PROVABLE ANSWERS TO THOSE ASSUMPTIONS AND THEORIES

1 [bookmark: bookmark8]MEANS NATIONALISATION OF BANKING;
Sec. 51 (xiii) of the Commonwealth Constitution states:
“Banking, other than State banking, also State banking extending beyond the limits of the State concerned, the incorporation of banks, and the issue of paper money.”

The (1947) 74 C.L.R. (City of Melbourne v Commonwealth: the State bank Case) and the (1948)76C.L.R. (Bank of N.S.W. v Commonwealth: the Bank Nationalisation Case) laid down that the Commonwealth can not nationalise private banks, that the only power on banking that the State has is to become its own banker to provide its own funds for its own legitimate State purposes. In short, neither the Commonwealth nor any State has any constitutional power to nationalise private banks.

2 [bookmark: bookmark9]STOPS COMPETITION OF TRADING BANKS:
It is the fierce operations of the international Merchant banks that is interfering with the private trading banks, as a critical examination of the latest text book. “Banking Law and Practice in Australia' (issued under the auspices of the 'Bankers’ Institute of Australasia’), will reveal. It was the onslaught of those Merchant banks that led to the merger of big Private Trading banks in order to strengthen and protect themselves against those Merchant banks. A Merchant bank is not like a private trading bank. It is essentially a pure financial house that borrows credit at one rate and relends at another. Private trading banks, as will be shown, create the credit which they lend.

3 [bookmark: bookmark10]WILL STOP INFLOW OF OVERSEAS FUNDS:
No top banker or financier, under Court cross examination, could deny that, except for the notes and coins actually in the hands of Overseas visitors, not one cent of another country’s legal tender money ever comes into Australia; that the only legal tender money in Australia, under the Reserve Bank, Currency and Exchange Acts are the notes issued by the Reserve bank and the coins from the mint. Indeed, Sections 43 and 44 of the Reserve Bank Act makes this very plain:-
Sec. 43: The Bank shall not issue bills or notes (other than Australian notes) intended for circulation as money.
44: (1). A person shall not issue a bill or note for the payment of money payable to bearer on demand and intended for circulation.
(2). A State shall not issue a bill or note for the payment of money payable to bearer on demand and intended for circulation.

The so-called 'overseas funds’ coming into Australia are, in legal fact, only ‘credit accounts’ being opened in the name of the Investors, Australians have to pay these investors interest for allowing those investors to use Australian 'credit facilities’. Those ‘credit accounts’ are only promises to pay in Australian legal tender money if legal tender money should be asked for.

Put in proper legal perspective: The May, 1982, Reserve Bank Monthly Statistics show that, for the first four months of 1982, from 1 January - 30 April, the total average weekly amount of legal tender notes in the entire Australian Reserve, Trading and Savings Bank system, was ONLY $646,700,000, whilst the total AVERAGE WEEKLY DEPOSITS in that entire system was the enormous figure or $60,416,000,000. The difference between the two sets of figures, i.e. $59,770,000,000 WAS NOT, and could not be, legal tender money, but was PURELY bank credit accounts or bank credit money.

In 1932, in an Appeal Case before the Law Lords, it was held that notes in a bank’s possession HAD NO FACE VALUE; that whilst in the bank their only value was the cost of the paper and ink to print them. On the basis of that Appeal Case decision, the $60,416,000,000 of AVERAGE WEEKLY DEPOSITS had no legal tender basis whatever and rested on paper worth only the costs of the paper and ink to print them, and on the possibility of having to redeem them in legal tender money IF legal tender money was asked for.

4 [bookmark: bookmark11]   IS SOCIALISM;
Since, by definition, anything which deprives Free Enterprise of the right to own and operate anything is ‘socialism’, what then are the State Railways, quangoes and the like? It is the height of political perfidy and hypocrisy to deny the existence in Qld of State owned and controlled areas of the community and it demonstrates a shockingly deplorable lack of understanding of the High Court definition of State Banking, ibid, which is certainly not a definition of socialism.

5 [bookmark: bookmark12]    A LABOUR GOVERNMENT WOULD ABUSE IT:
Has not every party in power tried to use the Reserve Bank for party purposes? With respect to a ‘State bank’ the legal truth is being kept from your eyes, to wit: there are constitutional techniques which can be applied to ensure “THAT ABUSE' by any party in power cannot happen. To deny that such constitutional safeguards can not be worked out is to imply that N.P. State Parliamentary Members are noncomposmentis. (insane).

6 [bookmark: bookmark13]    IT CONFLICTS WITH N.P. FREE ENTERPRISE POLICY:
Surely the 'GET BIG OR GET OUT’ syndrome, so prevalent in political, financial and economic spheres IS NOT FREE ENTERPRISE? One doesn’t have to be a Nostradamus to see the end result of this syndrome: the end of free enterprise or, to put it another way, the increasing centralisation of power into few big political, economic and financial groups. Surely the N.P. can not deny that it has, in many ways, contributed to the establishment and maintenance of various forms of socialism under a variety of labels and excuses of economic and financial necessity?

7 [bookmark: bookmark14]    IT IS DISASTROUSLY INFLATIONARY:
That this ‘inflation’ cry is not a disease but is pure unadulterated myth is shown by the enclosed photo-copy of a Sunday Mail article (27 July 1980) by the noted Queensland Economist, Mr. H.W. Herbert.
Once you thoroughly understand that so-called ‘money’ or ‘funds’ is only an accountancy system based wholly and solely upon promises to pay in legal tender money IF legal tender money is ever called for, then you will realise that ‘inflation’, far from being a virus or plague, is the result of deliberate policies; policies which are completely within the constitutional power of Parliamentarians to rectify. The bureaucrats and vested financial interests are always at great pains to ensure that Parliamentarians and the public shall not understand the real basis of the ‘money-banking system’.

THE APPARENT N.P. STATE EXECUTIVE CLAIM THAT A STATE
BANK’ COULD NOT CREATE CREDIT’ AS THE RESERVE AND
TRADING BANKS CAN.

Such an assertion arises out of the failure of those using the term "State bank” to clearly define what they mean by that term. Here are the legal facts:
· W.A. has a ‘Rural and Industries Bank’, a State cheque paying credit issuing bank, which also has a Savings bank division within it.
· S.A. has a State Cheque paying credit issuing bank and a separate State Savings bank.
· Victoria HAD a State Savings bank but, in 1979/80, reconstituted it as a State cheque paying credit issuing bank.
· N.S.W. had a Rural Bank, a cheque paying credit issuing bank. In mid November, 1981, it reconstituted it as a State credit issuing/cheque paying bank, and with W.A. linked itself up with a large international Merchant bank.

It is again stressed that a State bank and a trading bank are entirely different entities to a Merchant Bank. Primarily a Merchant bank is a ‘fund’ raiser, a borrower of ‘funds’, and a transmitter of ‘funds’ raised. It is not a ‘credit creating’ institution like the other two.

There appears to be no evidence that the Qld Premier has ever advocated the setting up of a State Savings Bank, only a State bank. On the other hand the State Treasurer, obviously pressured by State Treasury bureaucrats, has consistently misused the term State bank in his opposition to the Premier s far-sightedness in seeking a State bank, or more correctly a State trading or Parliamentary bank.

The other political and financial misstatement, for which money reform groups and adherents in Australia have been primarily responsible, is that ‘a State bank would be a bank of issue’. Because, of their failure to properly research their arguments, this 'bank of issue’ concept has led to unnecessary clashes in thinking about the subject. 

Let us define the legal meaning of ‘bank of issue' once and for all:-
Since 1911, a 'bank of issue’ is a bank that has the constitutional, and legal power, to print its own notes, and mint its own coins. Only the Reserve Bank has that power under the control and direction of the Commonwealth Parliament, vide Sec. 51 (xiii) of the Constitution. 
All other trading banks, including Commonwealth and State are only deposit and credit creating banks.
In relation to ‘credit creating banks' the following authoritative statement (from two Professors of Economics, with a most impressive record in the U.S.A. Federal Reserve Bank and as Consultants to the Board of Governors of the Federal Reserve System) is more than germane:- (relevant)
“The Bible begins with the creation of heaven and earth. Money and banking text-books also begin with creation - the creation of money by commercial banks. Creation ex nihilo is the favorite explanation in both cases. Unable to demonstrate the Biblical creation “out of nothing", we’ll do the next best thing: show how banks create money out of nothing....”
(“Principles of Money, Banking, and Financial Markets" by Lawrence S. Ritter & William L. Silber: 2nd Revised & updated Edition, 1977)
With Ritter & Silber’s statement in front of us, it is of the utmost importance to stress two legally incontestable banking factors in Australia:-

1. Trading banks do not lend legal tender money. They only lend promises to pay in legal tender money IF it is ever asked for.
2. Trading banks cannot legally compel their borrowers to repay debts in legal tender money. It would be nigh on impossible to find any bank contract with a borrower laying down that repayments can only be, and must only be, repaid in legal tender money, although the banks can not refuse legal tender notes if offered.

In understanding banking and money the above two facts must ever be kept to the forefront of the blind. By doing this you will understand what is really meant by the use of the financial term ‘the cost of money'.
Since, in Australia, the only legal tender money is the notes and coins from the Reserve Bank and Mint the ONLY COST OF THAT MONEY is that of paper, ink, metal and dies for the production thereof. There are many absurd things in finance and politics, but nothing more so that to think that you would buy legal tender notes WITH LEGAL TENDER NOTES OF THE SAME FACE VALUE, i.e., you wouldn’t buy a fifty dollar note with a fifty dollar note, although you might exchange smaller value notes for the fifty dollar one.
What then is meant by the terms: “cost of money”, “cost of funds", “cost of borrowing", etc? The legal answer can only be found in understanding the nature of the Trading bank deposit system, be it Private, Commonwealth or State. 

There are three (3) major forms of trading bank deposits:-
FIRST:  All types of what may be termed “fixed term deposits" on which banks pay high rates of interest. It is this form of deposits, which the banks make the public believe that the banks lend, as they have no other source of money to lend. This is a good propaganda but is not legal fact as will be seen when we identify the third form of bank deposits.

SECOND: Current accounts deposits on which, with rare exceptions, no interest is paid.

THIRD:	This is the type of deposit which the trading banks rarely give publicity. Indeed, only the highly initiated would be able to identify them in the Annual Accounts of the banks. These deposits are 'bank created deposits’. (Go back and re-read Ritter & Silber’s statement on creation of money out of nothing.) ‘Bank created deposits’ are the basis of what is loosely referred to as ‘creation of credit’.

When a trading bank agrees to lend or advance you 'money' it opens an account in your name with the amount of loan or advance. It has created a deposit on which it charges you both interest and an account keeping fee. This is the true basis of bank profits. You operate that ‘created deposit’ by cheque and it becomes practically indistinguishable from a normal current account which you personally opened by making a deposit yourself. Again, in reading the above, you must not forget that a trading bank does not lend you legal tender money, only promises to pay in legal tender money if you ask for it.

Once you repay that bank created deposit that created credit ceases to exist; that bank created money is dead. On the other hand, if the bank were to lend one solitary cent from your “fixed term deposit, as banks claim they do, then that “Fixed Term Deposit" would have less in it. That those “Fixed Term Deposits” are not touched and that all bank created deposits add to the total amount of ‘money’ is shown by the above named American Economists and is substantiated by Dr. H.C. Coombs, when, as Governor of the then Commonwealth Bank, now the Reserve Bank, he stressed in his 1954 lecture at the Qld University that: 

“The last source differs from the first three because when money is lent by a bank it passes into the hands of the person who borrows it without anybody having less. Whenever a bank lends money there is, therefore, an increase in the total amount of money available.”
(p. 4. ‘The Development of monetary policy in Australia.”)

Despite State Treasury arguments, in their advice to State Cabinet on State banking, the legally provable fact is that bank created deposits increase the amount of money in the community, whilst repayment of those bank created deposits reduces the amount of money in the community. Fixed Term Deposits are not lent by the banks. They are in fact ONLY STANDBY RESERVE THAT MIGHT BE EXCHANGED WITH THE RESERVE BANK FOR LEGAL TENDER MONEY, BUT RARELY, IF EVER, IS THIS DONE, and this includes so-called “L.G.S." and “S.R.D’s” with the Reserve bank.

Thus there can be no legal disputation whatever that the whole basis of the trading bank system is the trading in figures and paper securities of every conceivable type, other than legal tender money, which, by various accountancy devices, banks strive to encourage the public not to use. The billions of so-called securities held by the banks, as above, are simply only promises to pay in legal tender if called upon to do so.

Although big banks and financiers, and many economists, have striven to keep it so, there is really nothing complicated or mysterious about banking operations. They are purely a matter of paper figure work, or straight accountancy. It is true that people believe, should they ever want it, they can get legal tender money in exchange for those paper figures – BUT – that only applies to a limited number of people at any one time and to a limited amount of legal tender per person.

The State bank, which the N.P. State Executive apparently want thrown out of the Party’s platform, would operate precisely as above, but with more rigid accountancy procedures and State Parliamentary Controls.
If the N.P. State Executive and its advisors do not know all the foregoing legal facts then they breach a fundamental rule: you should never condemn without thorough investigation proving your condemnation. If they do know the above legal facts then it is time that N.P. State Parliamentarians began investigating the real reasons for opposition to State banking.

The enclosed photo copies of three (3) diagrams, giving the broad basis of the workings of the present financial system, are made available for your information.

   OUR POSITION WHEN AUSTRALIA WAS ON THE                              FINANCIAL POSITION WHEN AUSTRALIA WENT OFF 
   GOLDS STANDARD                                                                                      THE GOLD STANDARD IN THE MID 1930’s
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SUMMARY: TOTAL DEPOSITS				$60,416,750,000OUR POSITION WHEN AUSTRALIA WAS ON THE GOLD STANDARD DIAGRAM 2
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FINANCIAL POSITION WHEN AUSTRALIA WENT OFF GOLD STANDARD IN
MID-1930'S

TOTAL LEGAL TENDER NOTES
IN BANKING SYSTEM				$646,750,000
BALANCE IN DEPOSITS FOR WHICH THERE IS NO
LEGAL TENDER BASE				$59,770,000,000

These are the average amounts per week for the period    1-1-82 TO 30-4-82




Sunday Mail 27 July 1980
LARGE PUBLIC LOANS ARE NOT ESSENTIAL

ECONOMIST VIEW
BY. H.W. HERBERT

Where does money come from? That is a simple question which once had a simple answer — from mines. Scarce metals - gold, silver and copper - became exchangeable for goods and services. The Pound and dollar were weights of metal.
The nobles of Europe found it awkward to carry around gold and silver to settle transactions. They deposited some precious metal with their goldsmiths and were given a written entitlement to it. So developed the practice of making payments, by transferring the paper title - the origin of cheques.
At that stage the total money supply was still represented by metal, but business was speeded by using paper titles instead of delivering gold or silver.
Then came the crucial development. The goldsmiths found they held large stocks of gold which the owners rarely drew out. So they started making loans themselves, once again paper titles to gold. This was entirely new money, additional to that in use by the owners of the gold. The goldsmiths were creating money, backed in this case by someone else’s gold. Modern trading banks are still engaging in what is basically the same process - making loans backed by a small amount of cash. The latest figures (April) show that trading banks in Australia held $507 million in cash but had lent out $20,207 million.
During the 12 months to April, the trading banks increased their advances by $2666 million, which is creation of new money on a fairly large scale. Making money in this way is a lot easier than digging gold out of the ground. 
What keeps it in check?
From the time of the goldsmith bankers, until about 1940, the restraints were not good. Banks lent too much money when times were prosperous and too little when adversity struck, accentuating the booms and depressions.
The lessons of the Great Depression were learnt in regard to banking. This was not a field for unrestrained private enterprise - too often the bankers’ interests were opposed to the community interest. Every country established or strengthened reserve banks to control the trading banks.
Our Reserve Bank uses four means of control: the amount of liquid assets the banks must hold; the rate at which advances can be made; interest rates; and requiring the banks to lodge deposits with the Reserve. 
Even with all this harness on, the banks have a fairly comfortable life creating money, as bank profits and premises testify. Not that the banks own much of the money they create, for most advances come back to the banks as deposits. Banks live by collecting more interest on advances than they pay on deposits, and by charging fees.

The ownership of the new money resides mainly with those borrowers who make sufficient profit to repay the bank advances  The other means by which new money is created (apart from capital inflow) is by way of lire Budget deficit, the Reserve Bank advancing money to the Treasury to make up the shortage of government revenue.

To restrain profligate governments, the myth has been fostered that a Budget deficit is intrinsically inflationary. It means “printing money”. It is no more inflationary than letting trading banks create money. Neither process is inflationary if the total new money is just enough to finance the desired increase in employment and production.

The popular myth then says that if a deficit is unavoidable it must be financed “in a non- inflationary way” by covering it with loan raisings. This is also nonsense. Trading bank advances have to be increased to provide this extra money for loan subscriptions, if the money that business requires is not to be reduced.

It is very expensive for the taxpayer, ratepayer and consumer paying 10.25 percent to 12.3 percent interest on governmental works, water supply, electricity etc., which the Treasury could finance at no interest cost. 

BRIEFING PAPER
for
[bookmark: bookmark1]The Queensland National Party State Parliamentary Special Committee
on
[bookmark: bookmark2]“QUEENSLAND STATE PARLIAMENTARY BANK”
(“Q.S.P.B/’)
Prepared by Arthur A. Chresby 
(Research Analyst in Constitutional Law)
11th February, 1983.
To all Honourable Members of the National Party, State Parliamentary Committee, appointed Wednesday, 27th October, 1982, to study and report on setting up a State Bank.

Mr. Premier, Mr. Chairman and Hon. Members,
In conformity with my undertaking, I present “A Briefing Paper” on establishing a “Queensland 
State Parliamentary Bank”.
It is to be noted that this Paper concentrates on the Financial Structure and Financing of the Q.S.P.B., and constitutes the First Part of a Two (2) Part Briefing Paper. ‘The Second Part will outline the Constitutional and legal aspects to give the State Parliament full open control, and will bring out the essential safeguards to prevent a socialist party from diverting the Bank to pure socialist uses, as indicated by the A.L.P.
Since the setting up of your Committee was the result of a request, supported by the Hon. The Premier, by me to the N.P. State Members at the above meeting, I would take it that the Committee would want to sit down with me and go into the whole matter in detail thoroughly.
Even a cursory glance at the Paper would convey that it is not one to be dealt with in just 20,30 or 40 minutes of discussion; that it will necessitate several Meetings of the Committee and myself to fully clarify and prepare the matter for approval of the whole of the N.P. State Members.
The sudden calling of the Federal elections makes it all the more imperative that this form of Parliamentary bank be established to give the Queensland people and Parliament full control over their own destiny and free them from financial clutches of the Canberra Treasury, irrespective of who occupies that Treasury Bench.
It will be seen that the modus operandi of the Paper has never been presented before by any money reform group or individual; that it contains NO THEORIES of any kind and only advances facts and material legally sustainable in the Courts.
Cordially, 
(Arthur A. Chresby)
Research Analyst in Constitutional Law.
(Part 2 was never written due to ill health)
[bookmark: bookmark0]
SECTION 1
1. Being long steeped in ‘Orthodox’ financial thinking, few traditional practitioners in banking, finance and economics are able to grasp how the legally simple facts of the banking and monetary system can be applied in setting up a “Q.S.P.B.” to free Queensland from Commonwealth and International financial control.
2. At present the existing forms of Australian State banks (State Savings banks excepted) do not function within the perimeter of Sec. 51 (xiii) of the Commonwealth Constitution, as interpreted by the High Court in the “State Bank Case” and the “Bank Nationalisation Case”:-
"State banking means the business of banking engaged in by a State as a banker and does not include transactions between a State as a customer and a bank.”
(“City of Melbourne v Commonwealth” (1947) 74 C.L.R. 81)
[bookmark: bookmark3]
SECTION 2:
1 In Chandler v Director of Public Prosecutions (1962) 3 All England Reports, pp. 146 & 156, their Lordships, Lords Reid and Devlin, defined the 'STATE' as being “THE ORGANISED COMMUNITY". An organised community, in the modern context cannot exist and function without its own Constitutional system, the centre point of which is its legislative mechanism, “PARLIAMENT". Therefore the correct status and title of the 'State Bank’ is, and can only constitutionally be, “The Queensland State Parliamentary Bank”, thus ensuring that its operations are continuously under strict open Parliamentary control, NOT under partisan and bureaucratic domination and regulation.
2 The aforementioned interpretation is simple. It means that a State does not borrow from a State Bank because the State, per se, is its own bank and has no legal or financial necessity to engage in 'public borrowing’, as those words and practices are understood in the banking and financial world. The only exception would be where a State's overseas commitments could not otherwise be accommodated.
3 Under Sec. 51 (xiii) a State is absolutely free to choose one, or any combination, of three ways to obtain funds outside of its normal Consolidated Revenue avenues:-
It can use the facilities of the Commonwealth’s banking system.
It can ‘borrow’ on the open market and from the private banking system.
It can provide its own finances - for Intra-State purposes - by functioning as its own banker

Inter alia, both Latham C. J. and Dixon J. indicated this in the aforementioned High Court Cases.
4 The primary policy of the “Q.S.P.B.", under strict open Parliamentary control, shall be the funding of the “Public Sector” of Queensland, at the lowest possible interest rates. These, with respect to Local and Semi-Government bodies should not be at any time, more than 3%, whilst Housing funds should never be more than 4% to 5%. Concessions to encourage growth and development in this State would be considered part of the “Q.S.P.B.” Operations. THE FUNDING OF THE PRIVATE SECTOR MUST BE LEFT TO THE PRIVATE AND NON-BANKING SYSTEM, INCLUDING THE COMMONWEALTH BANK STRUCTURE.
5 Although not constitutionally obligated to do so, the “Q.S.P.B." should operate the same as the private trading banks with respect to Reserve bank requirements of “L.G.S.” and “S.R.D.” and Sec. 64 of the “Banking Act of the Commonwealth” with reference to maintaining a Reserve Bank Account to meet any cheque clearing imbalances. Should the private banks attempt to block “Q.S.P.B." entry in the full enjoyment of the Cheque Clearing System the Parliament would legislate in similar terms to Sec. 14 (i) and (ii) of the “State Bank Act”(N.S.W.) 1981, No. 89., with appropriate financial penalties.
6 Other than NOT borrowing to fund itself, the “Q.S.P.B." would not deviate from established banking practices in Australia, except with respect to the “RATIO OF ADVANCES TO DEPOSITS.” The Australian-wide Banking practice is to advance up to just under five (5) times a bank’s 'fixed' deposits. The “Q.S.P.B.” would never have to advance one cent more than 3 times, and according to which alternative models of funding adopted, such advances could be as low as twice times.
[bookmark: bookmark4]
SECTION 3. FUNDING:
1 The standard opposition argument is that, unless the “Q.S.P.B." borrowed on the open market or from the banks, merchant banks, etc., AT THE RULING RATES, the “Q.S.P. B.” would not be able to operate as it would have no funds and mere ‘credit creation’ would be useless.
2 Whilst most who advance that argument do so in the honest belief that it is financially true, there are those in powerful financial circles who encourage this deliberate financial falsehood because it suits their power and profit policies for every one to believe it.
3 The attached reprint of two “Toowoomba Chronicle” articles of 1st and 2nd December, 1982

The Chronicle
Wednesday December 1, 1982
OUR MONEY S ‘FUNNY’ BUT NOT LAUGHABLE
Contributed by Arthur A. Chrcsby, research analyst in constitutional law

DID YOU KNOW the following facts are completely legal?
· ONE: That the average weekly total of every conceivable type of DEPOSITS in the entire Australian banking system fluctuates between FIFTY and SIXTY BILLION DOLLARS?
· TWO: That the AVERAGE WEEKLY TOTAL OF LEGAL TENDER NOTES (that is $1, $2, $5, $10, $20 and or $50) in the entire Australian banking system is ONLY between 600 and 700 MILLION DOLLARS?
· THREE: That those 600 to 700 million dollars of legal tender notes HAVE NO FACE VALUE WHILST ACTUALLY IN THE HANDS OF THE BANKS?
· FOUR: That those billions of dollars of deposits and millions of dollars of notes have no more legal value, in the hands of the banks, than MONOPOLY MONEY?
· FIVE: That, apart from the legal dollar notes actually in the hands of the public, all the rest of that “FUNNY MONEY” in the hands of tire banks is only PROMISES TO PAY YOU IN LEGAL TENDER NOTES IF YOU ASK FOR IT?
· SIX: That our entire financial and banking system is run wholly and solely on “FUNNY MONEY”, which is only promises to pay in legal tender, if you should ask for it?
· SEVEN: That debentures, cheques, promissary notes, treasury notes and bonds, Commonwealth, State and Scmi-Govcmment and Local Government securities of every conceivable type, form and jargon ARE ONLY FUNNY MONEY, promises to pay you in legal tender notes if you should ask for it	,
· EIGHT: That apart from tire Reserve Bank of Australia the Banking and financial system COULD NOT PAY OUT ITS DEPOSITS IN LEGAL TENDER NOTES IF EVERY ONE ASKS FOR THEIR DEPOSITS IN LEGAL TENDER NOTES? There would have to be a considerable delay while the RESERVE BANK PRINTED THE BILLIONS OF LEGAL TENDER NOTES REQUIRED 1
· NINE: That tire controllers of the Australian Banking system acquire millions of dollars profit out of tire interes rates they charge you for lending you “FUNNY MONEY”?
· TEN: That our ENTIRE Commonwealth, State and local Government debts ARE NOT DEBTS OWED IN LEGAL TENDER NOTES, BUT DEBTS OWED IN “FUNNY MONEY"?
This is truly how tha private banking system works.

Why does your Government allow the private bannks to create the nation’s supply of interest bearing debt? The Constitution say the Parliament has full and total control for creating the money supply needed for our nation, and it clearly declares Australia as a monetary sovereign 
nation.

The publishing of this article was followed the next day by this comment

The Chronicle
Thursday, December 2, 1982
FUNNY MONEY

A STATEMENT in the The Chronicle yesterday made reference to “funny money.”The statement was from Mr Ardtur Chresby, a research analyst in constitutional law.
Mr. Chresby has spoken out previously on constitutional and economic matters and almost inevitably his analyses have proved to be right.
Is he right again?
Do the controllers of the Australian banking system, as he says, acquire millions of dollars profit from the interest rates they charge the public for the loan of “funny money”?
Mr Chresby contends we should be pressing for the use of this money “in everyone’s interests and not just the interests of the controllers.”
Recently a prominent Queensland economist, Mr H.W. Herbert, pointed out that in wartime the nation’s finances, backed by its resources, were used to build defence establishments and carry out big programs of useful works.
What Mr Herbert says relates somewhat to the claims of Mr Chresby, who is advocating the establishment of a State Bank in Queensland. He says that, as had been done by the Commonwealth at the establishment of the Commonwealth Bank, the state could transfer all its funds to the proposed State Bank.
By doing this, he claims, the bank would be enabled to make loans to local authorities at interest rates of no more than 3 per cent, and its advances to the man on the land, home owners and others ought to be no more than 5 per cent.
An increasing number of economists are urging that new policies and new methods are needed to solve the country’s basic economic problems of inflation, unemployment and lack of productivity.
We understand Mr Chresby has addressed National Party Members of State Parliament on his theories. His views are entitled to serious consideration.

4 By NOT borrowing (as that term is understood and practiced in the banking and financial world) the State of Queensland could not constitutionally come under, or be subject to, the 1927-1966 “Financial Agreement”, or Sec. 105A of the Commonwealth Constitution, in any manner whatever. Those Constitutional provisions are only financial umbrellas, under which lenders/ investors can financially shelter to protect their interests.
5 The standard question “Where will the State bank get its securities from, on which to base its advances" is fully and completely answered in “Our Money’s 'funny' but not laughable”, (ibid). The question, therefore, warrants no further constitutional consideration. No matter the jargon used in naming securities, etc., the actual securities for advances is provided for in the simplified Models for funding “Q.S.P.B." at the end of this briefing paper.

SECTION 4 “The How?”
1 Alternative Models, in simplified form, are now presented. The Models have been prepared USING ONLY the data contained in the 1982-83 Tables in the Queensland Treasurer's Financial Statements as tabled in the Legislative Assembly on Wednesday 23rd September, 1982.
	  N.B.:	Since ‘Loan Money' will not be sought (excepting for un-avoidable overseas commitments) an amount equal to the “Est. Loan Exp., Table 19, p.      41, plus, say, 10% should be added to “Est. C.R.F. Exp.”, Table 10, p. 12.
2 Very special attention is directed to the first Item, in Table 3, p. 3 of the State Treasurer's Statement on Estimated Consolidated Revenue, 1982-83, to wit:-
              ‘TAX SHARING GRANT   $1,530,000,000.”
 Although the amount varies from year to year, the Commonwealth is    committed to redistribute a percentage of all Income Tax Revenue amongst the six States.
3 A special Account would be opened with the Reserve Bank into which the $1.5 billion dollars would be placed by the Federal Treasurer each year. This Account would be held to meet the “Q.S.P.B.’s”, "L.G.S.”, “S.R.D." and Cheque Imbalance requirements. Additionally, some funds, now placed by Queensland Treasurer in Short Term Investment, could also be placed in the above Reserve Bank Account, as a full guarantee of meeting the three (3) special Reserve Bank requirements set out in para. 2.3.
4 Naturally, as Commonwealth and Reserve Bank policies change, adjustments would have to be made in that special account. However, because of Federal commitments to the six States, drastic reductions in “Tax Sharing Grants" are unlikely to occur during the next 3 to 4 years. This would give the “Q.S.P.B.” time to get off the ground, settle in, and prepare its policies to safeguard against such possibilities.


Q.S.P.B.” MODEL “A”

Est. Consolidated Revenue, 1982-83 (as per Table 3, p. 4)		$3,668,690,000
LESS:
L.G.S. (say) 25% = $917,172,500					
S.R.D. (say) 8% = $293,495,200		Total =			 $1,210,667,700	
 Basic Deposits against Advances					 $2,458,002,300
Ratio to Advance against Deposits factor of 3 =			 $7,374,006,900
Est. C.R.F. Exp. 1982-83 (as per Table 10, p. 12)			 $3,668,946,656
	
Add, say 10%								   $366,894,666
Total									$4,035,841,322
Add amount for lost Loan Revenue/Exp. (Ibid, Sec. 4.1.) 
(as per Table 19, p. 14)						   $559,581,000
Add, say 10%							     $55,958,100
Total							$4,651,380,422


SUMMARY:
Total of maximum advances to deposits				$7,734,006,900
Less Estimated Expenditure						$4,651,380,422	
Balance of maximum advances still available			$2,722,626,478

*Tax Sharing Grant to Reserve Bank Accounts. 
3, p.3 = Less L.G.S. & S.R.D.					$1,530,000,000
Balance towards Cheque Clearance A/c				$1,210,667,700
Credit Balance								   $319,332,300

NOTES ON MODEL “A”

All of the figures in Table 3 have been included in Model ''A” for the purposes of calculating advances because:- 
· They form no part of the “Trust & Special Funds Account”, or the Loan Funds AND are part of the ‘general revenue type'.
· All of the wheeling and dealing (investments, etc.,) are financed and handled through the “Trust & Special Funds Account (or ‘T.S.F.A.’), although the Interest from these Investments are credited to the Consolidated Revenue Fund.
· Once the Q.S.P.B. has been established the 1982-83 “Loan Funds Revenue & Expenditure" will disappear as there will be no need for these Funds or sources of revenue.
· Once the Q.S.P.B. is operating, and as the Queensland Debt is generally extinguished, Queensland will lose some $2,192,000 (T.3, p.4) the contributions on account of Interest on the Public Debt which is presently paid by the Commonwealth. Model “B" (attached) sets out the effect this will have.
· based on Loan Fund Exp. for 1982-83 (T.17, p.39) of $281,506,900, it can be seen from Model “A” that the proposed expenditure from this source could be expanded by some 26 times:- $7,374m $281m=26
· OR, alternatively, the Queensland Debt of $2,110,530,203, as at 30th June 1982 (T. 26, p. 54), being $2,112,069,769 less $ 1,539,566, 
· can be EITHER restructured through the advances from the Q.S.P.B., thus allowing the proposed Loan Fund Expenditure, for 1982-83, to be expanded by some 18 times, i.e.:-
            $7,374 - $2,111 = $5,263=18 $281
· Allowing the maximum expansion of 26 times, set out above, and redeeming the Public Debt from the ‘surplus’ existing from the maximum advances less the expenditure, the figure of $3,706,000,000 (see Model “A”) will be reduced to $1,596,000,000.
· In the event of the Queensland Debt being reduced, this will enable an amount of $239,991,161 (T. 10, p. 12), (the estimated cost of financing the Debt services for 1982-83) less $2,192,000 (T. 3, p. 3) (being Commonwealth Contribution to Debt Service Funding) to be used for other revenue works - viz $237,799,161. This figure would NOT increase the amount of possible advances, but it would enable more work to be completed WITHIN the confines of the EXISTING budgetary proposals.



Model “B” has also been adjusted to remove the Sinking Fund Receipts, viz, $3,668,690,000 LESS $5,692,000 (being $2,192,000 (T. 3, p.3) plus $3,500,000 (T. 3, p. 4).


MODEL “B”
(Adjusted by the loss Commonwealth Grants to Debt Servicing)

C.R.F. (Adjusted) Table 3, p.4.						$3,662,998,000
Less
L.G.S. (say) 25% = 						   $915,749,500
S.R.D. (say) 8% =                   					   $293,039,840               
						Sub total = 		$1,208,789,340
Basic Fixed Deposit						$2,454,208,660
Ratio of Advances to Deposit factor of 3	Total =		$7,362,625,980

LESS Expenditure, 
Table 10, p.12 (Adjusted) 						$3,428,955,495 
Add, say 10%						  $ 342,895,549
Sub total = 		$3,771,851,044
Add amount for lost Loan Rev./Exp.
(as per Table 19,p. 41 )						  $559,581,000)
Plus, say 10%								   $ 55,958,100)
						Sub total =		  $ 615,539,100		
						Total =			$4,387,390,144

Balance of maximum Advances still available				$2,975,235,836
Tax Sharing Grant to Reserve Bank A/c, Table 3, p. 3		$1,530,000,000
Less L.G.S. & S.R.D. (Above)						$1,208,789,349
Balance towards Cheque Clearing A/c 			  $ 321,210,651	

There is no valid reason why “Trust & Special Funds” cannot be used in the same fashion as the Consolidated Revenue for the purpose of calculating deposits. If this were done, adjustments would have to be made re the investments and interest from investment factors.


Model “C” sets the scene as follows:-

MODEL“C”
(Based upon adjusted C.R.F. and T.S.F.A.’s)
Con Rev Funds (Table 3) 1982-83	 				          $ 3,668,690,000
Less:
Commonwealth Debt Services (Table 3) 					      $ 2,192,000 
Sinking Fund (Table 3)							      $ 3,500,000
Int from Investments (Table 3) ($190,950,000 = $196.642,000)	             $3,472,048,000

Plus T.S.F.A. (1981/82) (Table 14)		 				$ 3,361,951,956
Treat as Deposits		 			Sub total =		 $6,833,999,956
Less: L.G.S.: 25%								 $1,708,499,980
    S.R.D.: 8%								   $ 546,719,996
Sub total =     		 $2,555,219,976

Balance of Basic Deposits for Advances					 $4,278,779,980
Potential Advance to Deposit Ratio being a factor of 3 =		           $12,836,339,940

LESS EXPENDITURES;

C.R.F. (Adjusted as per Model “B") 						$3,428,955,495
T.S.F.A. (Table 15, p.35)							$3,119,234,700
Sub total =  		$6,548,190,195
Add amount for Lost Loan Rev. Exp.:
(as per Table 19, p. 41)								   $559,581,000
Plus, say 10%						    $ 55,958,100
			Sub total =  		   $615,539,100
Total Est. Exp									 $7,163,729,295

SUMMARY
Total Advances to Deposit Ratio						           $12,836,339,940
Total Est. Exp.							 $7,163,729,295
Balance unused possible Advances						 $ 5,927,389,355
Tax Sharing Grant to Reserve Bank A/c					 $ 1,530,000,000
Less L.G.S. & S.R.D.		 						 $ 2,555,219,976

Deficiency									 $1,025,219,976



A FEW GENERAL COMMENTS

Note that, from Table 13, p.24, of the Financial Statement, the State Treasury has invested MORE funds than were available. In other words it appears to borrow (hopefully at a lower rate of interest) to invest; the amount involved being $110,863,496 (as at 30th June 1982).
The amount of $1,085,551,787 (Table 13, p. 24) invested by the Treasury on account of, has been totally ignored in preparation of Models “A", "B” and “C”, as the interest derived should be returned directly to those Funds.
If the Interest from these INVESTMENTS is paid into the Consolidated Revenue Fund, then whatever portion that is of the $190,950,000 should be included in Model *C".
There is a discrepancy of some $3,595,328 between Table 16 (p. 37) and Table 18 (p. 40), representing the Loan Fund Account. The difference is in Loan Raisings & Conversions and the Conversions & Redemptions.
Details at the foot of Table 2, p. 2., vis SPECIFIC FUNDS, should be either amplified (refer Table 13) or be deleted.
The present investment (Table 2, p. 2) of T.S.F. of $1,347,631,775 may need to be revamped. The short term investments of $1,295,401,722 need not be reinvested on maturity.
Note: that in Model “A”, the $3.5 million of Sinking Funds was NOT removed, the reason being that there appears to be no necessity to do so in the first year of operation. In later years it would have to be removed, as shown in Model “C”.

FOOTNOTE:
Under our constitutional monarchial system of government, MY WILL petitions and letters arc legal under our inherited and Australian Constitutional Law when they have ONLY ONE signature per petition or per letter.

MULTIPLE signed petitions to "Speakers of Houses of Parliament and Presidents of Senate or Legislative Councils and all Members assembled", arc not legal under the Constitutional Law. They have been devised by political parties for party political purposes.
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