
DEBT CONVERSION AGREE­
MENT ACT. 

Act No. 27, 1931. 

An Act to approve an agreement between the 
Commonwealth of Australia of the first 
part and the States of New South Wales, 
Victoria, Queensland, South Australia, 
Western Australia, and Tasmania of the 
second, third, fourth, fifth, sixth, and 
seventh parts respectively, relating to the 
conversion of the internal public debts of 
the Commonwealth and the States. [As­
sented to, 23rd July, 1931.] 

WH E R E A S by section 105A of the Commonwea l th 
of Aus t ra l i a Cons t i tu t ion Ac t it is provided 

t h a t t he Commonwea l th may m a k e ag reemen t s wi th the 
States w i t h respect to t h e publ ic debts of the States , 
inc lud ing ( inter alia) the consolidation, renewal , con­
version, and redempt ion of those debts : Be it enacted 
by the K i n g ' s Mos t Exce l l en t Majesty , by and wi th the 
advice and consent of the Legislat ive Council and 
Legis la t ive Assembly of N e w South Wales in Par l i a ­
m e n t assembled, and by the au tho r i t y of the same, as 
follows :— 

1. This A c t may be cited as t he " D e b t Conversion 
A g r e e m e n t Ac t , 1 9 3 1 . " 

2. This A c t shal l commence on a da te to be 
appoin ted by t h e Governor and notified by proc lamat ion 
publ ished in t h e Gazet te . 

3 . 



3 . The agreement , a copy of wh ich is set for th in t h e 
Schedule to th is Act , is approved. 

4 . I f t h e said ag reemen t is approved by t h e P a r l i a ­
m e n t s of t h e C o m m o n w e a l t h a n d t h e Sta tes of Vic to r ia , 
Queensland, Sou th Aus t ra l ia , Wes te rn Aus t ra l ia , and 
Tasman ia , t h e Governor m a y , for t he purposes of 
enab l ing full effect to be given to such ag reement , b y 
proc lamat ion to be publ ished in t he Gazet te , modify , 
supp lemen t , or suspend the provisions of any Ac t , r u l e , 
ord inance , regula t ion , or by- law. 

5 . N o t ransfer of s tock of N e w South W a l e s 
inscr ibed in a regis ter k e p t in N e w Sou th Wales shal l 
be regis tered after t h e c o m m e n c e m e n t of th is Ac t u n t i l 
t h e expi ra t ion of six weeks from t h e c o m m e n c e m e n t of 
th i s Ac t or such shor ter period as directed by t h e 
Colonial Treasurer . 

T H E S C H E D U L E . 

D E B T CONVERSION AGREEMENT. 

AGREEMENT made the twenty-first day of J u l y , One thousand n i n e 
hundred and th i r ty-one between the Commonweal th of Aus t r a l i a 
( in th is Agreement called the Commonweal th ) of the first p a r t , 
t he S t a t e of New Sou th Wales of the second pa r t , the S t a t e 
of Vic to r ia of the th i rd pa r t , t he S t a t e of Queens land of 
t he four th pa r t , the S t a t e of Sou th Aus t ra l i a of t he fifth p a r t , 
t he S t a t e of Wes te rn Aus t r a l i a of the s ixth pa r t , and the S t a t e of 
T a s m a n i a of the seventh pa r t (each of the par t ies of the second, 
th i rd , four th , fifth, s ixth, and seventh pa r t s being in th i s Agree­
men t referred to as a S ta te , and the expression " the S t a t e s " i n 
th i s Agreemen t m e a n i n g where the context so pe rmi t s or r equ i res 
a l l of such p a r t i e s ) : 

Whereas by section 105A of the Cons t i tu t ion i t is provided t h a t 
t h e Commonweal th m a y m a k e agreements wi th t he S ta te s wi th 
respect to t he public debts of the S ta tes , inc lud ing (inter alia) 
t he consolidat ion, renewal, conversion, a n d redempt ion of such 
d e b t s : 

A n d whereas a t a Conference between Min i s t e r s of t he Com­
monwea l th and Min i s t e r s of t he S ta te s convened i n Melbourne 

on 



on the twenty-fifth day of May, 1931, i t was resolved, as p a r t of a 
p lan for establ ishing the financial s tabi l i ty of the Commonweal th 
and of t he Sta tes , tha t a conversion should be a r ranged of t h e 
in t e rna l public debts of the Commonweal th and of t he S ta tes and 
the following condi t ions were provisionally agreed upon as recom­
menda t ions by the Conference to the A u s t r a l i a n Loan Counci l , 
n a m e l y : — 

General Conditions. 

1. Holders of all exis t ing securi t ies to be invited to convert t h e i r 
holdings in to new stock—conversion to apply to all securi t ies t h e 
holders of which do not dissent as prescribed by Commonweal th law. 

2. O n conversion all exis t ing securi t ies to be subject to a genera l 
reduct ion of 221/2 per cent . in the in teres t yield provided t h a t holders 
of 3, 31/2, and 33/4 per cent. stocks who acquired such securi t ies p r i o r 
to 4th Augus t , 1914, shall not have the i r in teres t reduced below 3 pe r 
cent. 

3. New securi t ies to be restr ic ted to three flat ra tes of in teres t , 
viz., 4, 35, and 3 per cent., and to be spread over t en (10) fixed 
m a t u r i t y dates as follows, subject to the Government hav ing the r igh t 
to redeem in whole or in pa r t a t any t ime after 31st December , 
1950 :— 

Period—Years. Rate of Interest per cent. 

7 4 and 3 
10 4 
13 4 and 3 
10 4 and 37/8 

19 4 
22 4 
24 4 
26 4 
28 4 
30 4 and 3 

4. T h e new securi t ies to be Commonweal th securi t ies, and to b e 
in the form of bearer-bonds, debentures , or inscribed stock, Sc., as a t 
present . 

5. T h e equivalent amoun t of new stock to be de te rmined b y 
ac tuar ia l va lua t ion after t a k i n g in to account the in teres t r a t e a n d 
da te of m a t u r i t y of each exist ing securi ty, and after allowing for t h e 
general reduct ion of 221/2 per cent, in the in teres t yield. 

0. E x i s t i n g securi t ies (£450,000,000) now bear ing in teres t a t 51/4 

per cent, and over to be converted in to 4 per cent, a t a p remium. A s 
a genera l ru le each holding to be spread equally over t h e t en m a t u r i t y 
dates , bu t special a r r angemen t s to be made to consolidate small 
holdings on conversion. 7. 



7. E x i s t i n g securit ies (£43,000,000) now bear ing in teres t at 5 per 
cent, to be converted, a t option of holder, into 37/8 per cent . stock a t 
par, m a t u r i n g in sixteen years, or 4 per cent, stock (a t a d i scoun t ) . 

8. E x i s t i n g securi t ies (£61,000,000) now bear ing in teres t a t less 
t h a n 5 per cent, to be converted, at option of holder, in to 3 per cent, 
stock m a t u r i n g in seven years and th i r t een years (a t a p r e m i u m ) , or 
i n to 4 per cent, stock (a t a d i scount ) . 

9. To faci l i tate the issue of new securi t ies , all f ract ions below £10 
to be paid off in cash, subject to holders being ent i t led to cont r ibu te 
cash to make up the next h igher £10. 

10. The in teres t on the new securi t ies to be free from the present 
Commonwealth, super-tax of 71/2 per cent., and from any fur ther taxa­
t ion which may be imposed by the Commonweal th or by any S ta te , 
bu t to be subject to o ther ex is t ing Commonweal th and S ta te taxes. 

11 . Where overseas t r ade money has been temporar i ly invested in 
short- term securi t ies , because of exchange difficulties, the holders to 
be given the r igh t to convert in to a shor t - term new securi ty, subject 
to other condi t ions s imilar to the ma in conversion. 

Special Conditions Applicable to Tax-Free Securities. 

12. Tax-free securi t ies wi th definite dates of m a t u r i t y -
( i ) Holders to be invi ted to convert in to new securi t ies subject 

to the general reduc t ion of 22A per cent, in the interest 
yield, wi th the proviso set out in clause 2 above. 

( i i ) Holders of tax-free securi t ies who so convert to be given new 
securi t ies a t the reduced rates , such securi t ies to be tax-free 
only un t i l the exis t ing da te of ma tu r i t y . 

( i i i ) T h e new securi t ies issued to replace the tax-free securi t ies 
m a t u r i n g in 1932, 1933, and 1934 to be re-converted on 
m a t u r i t y dates in to 4 per cent, securi t ies m a t u r i n g in 1941, 
on the same basis as other conversions into the new 4 per 
cent, issue. 

( iv) The new securi t ies to replace all other tax-free securi t ies to 
r e t a in the i r present m a t u r i t y dates . 

13. Tax-free securi t ies which are " In t e rminab le , " " Redeemable at 
option of Government , " &c.— 

Holde r s to be invi ted to convert into new securi t ies , subject to 
t he general reduct ion of 221/2 per cent , in the in teres t yield, wi th 
the proviso set out in clause 2 above, the general condit ions 
a t t ach ing to the new securi t ies to be the same as those a t t ach ing 
to the or iginal securi t ies . 

Government Securities Held by State Savings Banks. 

14. Da tes of ma tu r i t i e s of securi t ies held by the S t a t e Savings 
B a n k s to s tand, if so desired by the Treasure r of the S t a t e concerned, 
on same condi t ions as conversion issue. Treasury 



Treasury Bills. 

15. T h e r a t e of interest on T reasu ry Bills t aken up by the banks 
in Aus t ra l i a to be reduced to 4 per cent., and all other quest ions in 
re la t ion to the Bills to be settled by the Loan Counci l in consul ta t ion 
with the banks . 

Loan Council. 

16. The te rms here in set out to be regarded as recommendat ions 
by the Conference to the Loan Council , which it is to be understood 
is a t l iberty to modify any detai ls of the plan, and to settle all detai ls 
no t included above: 

And whereas the said condi t ions with cer ta in modifications have 
been embodied in a Bill for an Act to be known as the Commonweal th 
Debt Conversion Act , 1931, which has been passed by both Houses 
of the Fede ra l P a r l i a m e n t and is ready for presenta t ion to the 
Governor-General for the Royal assent, and is here inaf ter referred to 
as the said A c t : 

And whereas there have been incorporated in the said Act addi t ional 
provisions deemed to be convenient for car ry ing out the said condi­
t ions as so modified as aforesaid: 
Now this Agreement Wi tnes se th :— 

1. This Agreement shall have full force and effect, and shall be 
b ind ing on all the par t ies , when i t is approved by the P a r l i a ­
ments of the Commonweal th and of the Sta tes . 

2. T h e Commonweal th is author ised to a r r ange and effect a con­
version, on the basis of a twenty- two and a half per c e n t u m 
reduct ion of interest , in accordance wi th the te rms and con­
di t ions of sections three , eight , and ten to twenty-two, in­
clusive, of the said Act, of all public debts of the S t a t e s the 
l iabil i ty for which has been assumed by the Commonweal th 
unde r the F i n a n c i a l Agreement here inaf ter ment ioned, and 
the in teres t and pr inc ipa l of which are payable in Aus t ra l i a , 
and of all public debts of the Commonweal th ( inc lud ing 
borrowing's by the Commonweal th for or on behalf of a S t a t e 
under the said F inanc i a l Agreemen t ) the in teres t and pr in ­
cipal of which are payable i n Aus t ra l i a . The said sections 
of the said Act shall be b ind ing upon the par t ies hereto as 
par t of th i s Agreement . 

3. The Commonweal th will take the necessary act ion to submit 
to the Federa l P a r l i a m e n t any legis lat ion necessary to car ry 
out or give effect to th is Agreement . 

4. So far as the provisions of th is Agreement may not be i n 
accordance with any provisions of the F i n a n c i a l Agreement 
between the par t ies hereto, dated the 12th day of December, 
1927, the provisions of th is Agreement shall prevail . 

5. Subject to the last preceding clause, the provisions of the said 
F i n a n c i a l Agreement , and the under t ak ings and obl igat ions 
of the Commonweal th and of the Sta tes there in contained, 
shall apply to the public debts after conversion in the same 
m a n n e r as they applied before conversion. 

H Signed 



Signed by the P r i m e Min i s te r of 
t he Commonweal th of A u s ­
t ra l i a for and on behalf of t he 
said Commonweal th i n t h e 
presence of— 

G. L. CAMPBELL. 

J . H . S C U L L I N . 

Signed by the P r e m i e r of t he S ta te" 
of New South Wales for and 
on behalf of the said S t a t e in 
t he presence of— 

C . E . CHAPMAN. 

J O H N T. L A N G . 

Signed by the P r e m i e r of t he S t a t e 
of Vic tor ia for a n d on behalf 
of the said S t a t e in t h e p re ­
sence of— 

H . A. P ITT. 

E . J . H O G A N . 

Signed by the P r e m i e r of t he S ta te 
of Queensland for and on be-
half of the said S t a t e i n t h e 
presence of— 

G. W . WATSON. 

A. E . M O O R E . 

Signed by the P r e m i e r of the S t a t e 
of Sou th Aus t r a l i a for and on 
behalf of the said S ta te in the 
presence of— 

S. E . WHITFORD. 

L I O N E L L. H I L L . 

Signed by the P r e m i e r of the S t a t e 
of Wes te rn Aus t ra l i a for and 
on behalf of the said S t a t e in 
the presence of— 

L. E . SHATCOTT, J . P . 

J A M E S M I T C H E L L , 

Signed by the P r e m i e r of the S t a t e 
of T a s m a n i a for and on behalf 
of the said S t a t e in the p re ­
sence of— 

E . PARKES. 

J . C . M c P I I E E . 

T R U S T E E S 


