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SMALL BUSINESS GUARANTEES REPEAL BILL 2004 
Introduction and First Reading 

Bill introduced, on motion by Mr R.C. Kucera (Minister for Small Business), and read a first time. 

Explanatory memorandum presented by the minister. 

Second Reading 

MR R.C. KUCERA (Yokine - Minister for Small Business) [12.44 pm]:  I move - 

That the Bill be now read a second time. 

The primary intention of this Bill is to repeal the Small Business Guarantees Act 1984, as the small business 
guarantees scheme established under the Act is no longer in operation.  The small business guarantees scheme 
began in September 1985 and was administered by the Small Business Development Corporation on behalf of 
the State Government.  The last applications were received under the scheme in May 1997.  The scheme was 
used by 141 small businesses to access finance.  However, once the financial market became deregulated, this 
created less of a need for government-guaranteed loans.  Increasing competition among financial institutions 
meant that lending options for small business were more readily available.  As a result of the change in the 
financial environment, participating banks were also no longer receptive to continuing the small business 
guarantees scheme and withdrew their support for it in 1997.  The scheme was phased out and existing 
guarantees remained until the loans were repaid. 

By way of background, the scheme allowed eligible businesses to obtain a small business guarantee to fund the 
establishment of a new business or expand or diversify an existing business.  Guarantees were only considered 
for viable businesses where available security was insufficient to allow a participating bank to provide all 
required loan funds.  The guarantees effectively protected the banks’ positions.  In the event that any portion of 
the loan secured by a guarantee was irrecoverable, government liability was limited to 90 per cent of the relevant 
net debt.  In effect, this meant that lenders were required to accept a partial loss of 10 per cent of any 
irrecoverable debt.  The scheme wound up when the last two guaranteed loans were repaid in December 2002.  
Lenders, however, were entitled to retain the guarantees for a further grace period of six months.  This period 
expired at the end of July 2003 and with it, the potential contingent liability on the State Government also ended.  
All guarantee documents have been returned to the SBDC and cancelled. 

Given that all guarantees have now been finalised and the potential contingent liability on the State has expired, 
the Act is now considered spent and should be repealed.  No transition period is required.  I commend the Bill to 
the House. 

Debate adjourned, on motion by Mr J.L. Bradshaw.   
 


