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THE COMMONWEALTH OF AUSTRALIA.

COMUMITTER OF PUBLIC ACCOUNTS.

No.19 of 1913,

An Aet to provide for a Joint Parlismentary Committee
of Public Accounts.
(Assented to 19th December, 1913.)

BE it enacted by the Xing's Most Excellont lajesty, the Senate,
and the House of Ropresentatives of the Commonwealth of
Austrslia, as follows i~

1. This Act may be cited as the Committee of Public
Accounts Aet 1913,

2+« (1.) 4As soon as conveniently practioable after the
commencement of this Act, and thereafter at the commencement of
the Ffirst session of every Parliement, & joint committee of nine
members of the Parliament, to be called the Joint Comritioce of
Public Accounts (in this Act roferred to as the Committee),
shall be appointed according to the practice of tho P:rliament
with reference to the appointment of mombers 4o serve on Joint
Select Committess of both Houses of the Parlisment,

(2) Three members of the Committee shall bo members
of, and appointed by, the Semnate, apd six members of the Committee
ghall be members of, and appointed by, the House of Representatives

3. The duties of the Committee shall be -

(a} to examine the accounts of the receipts and
expenditure of the Commonwealth, and to report
to both Houses of the Parliament any items
in those accounts or sny circumstance connected
with them to which they think that attention
should be directed.

(b) to report to both Houses of the Parliament any
alteratlion which the Committee think desirable
in the form of the public accounts or the
method of keeping them, or in the mode of
receipt control issue or payment of tho public
money ;

e} to inguire into and report upon any questions in
connection with the public accounts which are
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reforred to them by either House of the Parlisment;

(a) any othor dutlies assigned to the Committee by
Joint Standing Orders spproved by both Houses
of the Parliament,

4. Where any matter is inquired into by the Commitiee ond
the Committee has lapsed or cessed to have legal existonce before
roporting on the matter the evidonce taken before the Committee
may be considored by the suoceeding Commititce as if the evidence
had beon given hefore the succeeding Committee.

B+ The Committee may take evidence on oath or affirmation,
and the Cheairmon of the Commities or the momber acting us the
Chairmen mey administor oaths or affirmations to witnesses appear-
ing before the Committee.

Any porson who wilfully gives false evidence on oath ox
ugirmation before the Committee shell be guilty of en indictabdle
offenco,

Penalty: Five years' imprisonment,

7« Every Commitiec of Public Accounts appointed under this
Act shell hold office as such Committee and may exercise all
powers conferred upon it for the term of the Parliament during
vhigh 1t is sppointed,
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Extracted from Journals of the Senate, and Votes and Proceedings

of the House of Representatives -

Journals of the Senate.

Thursdey, 22nd October, L914.

11, JOINT COMMITTER OF RPUBLIC ACCOUNT®., - The Minister for
Defence (Senator Pearce}, pursusnt to notice, moved -
That in accordance with the provisions of the Committee
of Public Accounts Aet 1913, the following Senators
be appointed members of the Joint Committee of Pudlic
Accounts, viz:- Senator Bakhap, Senstor Blekoy,
Senator Stewart.

Question - put and paessed.

Votes and Procecdings of the House of Representatives.

Friday, 27th November, 1914.

6. PUBLIC ACCOUNTS COMUITTER (Joint)s - Mr. Plsher moved,
pursuant to notice, That, in accordance with the
provigsions of the Committee. of Public Accounts Aot
1913, the following lembers be appointed Members of
the Joint Committee of Public Accounts, viz:-

1rs« Cherlton, ldr. Burchell, lir. W. Maloney,
Hir. Powler, Mr. Atkinson, and 2r. John Thomson.

Debate ensued.

Question - put and passed.
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PROCZEDINGS OF THE COMMITIER.

The Committee firet met in lelbouvrne on the 4th December, 1914,
and at thet meeting eleoted Ur, Matthew Charlton, M.P.,, Chairman,
and Mr. John Thomson, M.P., Vice Ohairman.

It was docided to inquire into the goneral finencial position
of the Commonweslth Small Arms Factory, Lithgow, New South Vales,
and the taking of evidence was commenoced on the 9th Februery 1916.

Altogother 30 meotings have been held in Melbourne, Sydney and
Iithgow and 22 witnosses from the Departments of Home Affairs,
Defonce,and Treasury, the Audit Office,and the Small Arme Factory
have been examined. )

Whiéf Aag eccorrod.

The Committes regret the delay,,é% in presenting their
Report owing to difficulty experienced in securing the attendance
of Ur, C. A. Wright the Manager to give his evidonce.



CMSONWEALTH OF AUSTRALIA.

REPORT OF THE JOINT COMMITTER OF PUBLIC ACCOUNTS
under
THE COMMITIEY OF PUBLIC ACCOUNTS ACT 1913, upon the
COMMONWEALTH SMALL ARME FACTORY, LITHGOW, NEW SOUTH WALES.

INTRODUCTION.

1. The Defence Act 1903-9 Part VI. section ssd provides for
the establishment of a Smell Arms Factory.

B« On the &5th July 1906 Captain Cpllins the Officer in Charge
of Commonwealth Offices London was asked by the Acting Secretary
Department of Defence for en estimate of the cost of a Small Arms
Factory, togother with particulars in regard to the output and details
of vorking expenses, After considerable correspondence the Minister
for Defence instructed Bngineer Commander Clarkson, on the 23rd June
1978, to proceed to lingland and make arrangements in conjunction with
Captain Collins Tr obtaining the necossary machinery and tools.

3e Subsequent to the departure of lngineer Commend. r Clarkson
for ¥nplend a site for the Factory was on the 7%h July 1908 scquired
et Lithgow.

4. Txtensive enquiries were made by Engincer Commander Clarkson
in %nglend and in America and t-nders were called for simultaneously
in Australia and Great Britain. PFour tenders were received, and thet
from the Pratt snd Fhitney Coy. U.S.A., was recommended to the
Department of Defence by Capt. Clarkson and accepted by the Minister
on the l7th July 1909.

5. The particulsrs of the acecepted tender are as follow:-

Amount of | Time ro-; Estimated| Cost Total | Annwal | Annuel Total
Tendor. | quired, | Bulldings| Motivg Capitsl| Interest Doprecis~ Annual
Power | OCutlay | on Cap- | tion at | Expendi-
i’ca]}g at 5% ture.
4

£68,14¢ |1 year |£16,000 (£8,000(£92,144 |£3,686 | 24,607 | 28,293

6a The contract was, for a plant capable of menufszeturing at
the rate of f£ifty M,L.E. short rifles of the latest approved War
Nffice pattern, with sword bayonets and scabbards complete, per working
dey of 8 hours when operated by 144 unskilled and not more then two
skilled Australisn workmen; +the workmen to be instructed by the
Contractors free of cost to the Commonwesldth. The staff to ineclude
81l labour other than that required for supervision, clerical duties,
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tool room staff, ongine und boiler tending, and shop labouring,
The Tenderer to furnish a sketch dosign of the factory showing
the general ley out and floor space proposed to be occupied by
the machines supplied, the space required for driving power,
officos, store rooms eto.

7e The annual expénditure as represented by interest on
capital snd depreciation was caloulated on an output of 15,007
rifles per annum at the rate of 11/1 por rifle,

8. The cost of manufacture per rifle for labour and material
was glven by Pratt & Vhitney to be £2/18/~ (vide Parliamentary
Papor Ho.32 of 1909).

9, Based on the foregoing figures the cost of producing a
rifle, ineclunive of interest on capital, deprecistion, labour,
matorial ete. was sot out at £3/9/1.  The price psid to the Var
Office at that time wam - sbout £4/5/~ per rifle. IiL appeared
thereforas that the estabiishment of a factory in Australis would
being ebout 2 decrease in the cont of pifloes.

10. Phortly after the 12th Lay 1912 the plant was taken over
from the contractors by the Department of Defence ond on the 8th
June followine the Governor-Genersl formally opencd the Yectory.

! REPORT.

11. The Joint Committse of Public Accounts have the honour
-~ roport that they have enquired into the general financial
position of the Small Arms P ctoxy, Lithgow, and desire to submit
the results of their investiipations together with certain
recommendatione for the future working of the factory.

BUILDINGS.

12, The Committee f£ind that the completed cost of the build-
ings greatly exceeded Captain Clarkson's estimate of £16,000.
This 1is due to sevoral causes. First - the estimate while pro-
viding for dbulldings sufficlent for housing the plant and machinery
d1d not osver obher buildings equally necesssry for the establish.
ment of & complete factory. In framin~ the estimate, Captain
Clerkson was unewsrc of the physical features of the site choson,
vhich entailed considerablo expense in ercavating and levelling.
The distance of the factory from the nearost port end consequent
heavy expenditure in hailing end conveying meterial also added to
the cost,

13. Additionsl buildings and alterations wers considered
necegsery and the Linister for Defence then obtained the assistence
of the Director Gencral of Vorks with the result that several
alterations in tho designs were found advisable. The Dopariment
of Home Affelrs waes instructed to make provision accordingly.

14, The premises which now constitute the factory, were
dosigned and the ersetion was carried out by the Deparitment of
Home Affairs. They include ‘in addition to such buildings as
were considered neccessary by Captain Clarkson f£-r housing the plant)
residences, caretsker's cottage, luncheon room, bicycle shelters,
staff quarters, roads, water supply, drainage, fencing, steam
heating, and a rifle testing range.
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15. It was also found, after consideration of climatioc and
othor conditions, that the builiing for housing the plant, originslly
intonded to be of iron, would be unsuitable. In an iron bulliing
considorable additional expense would be nocessary in providing
steel stanchions and framos sufficiently substantial to earry the
strain of the transmission machinery. As good bricks were avail-
able locally, end the cost of conveying iron could be avoided it was
deocided to erect brick buildings.

MACHINERY AND PLANT.

16. The tender of the Pratt and Whitney Coy. U.SeA., was for
the supply of machinery, tools etc. at & cost £ 276,144 including
power plant £8,000, the whole to arrive in Australis within one
year,

17. The tender of the Pratt and Whitney Coy. was asccepted for
machinery, tools, ete. for £68,144, excluding power plant.

18. It was afterwards decided to have the power plant menu-
factured in Australia and arrangements wers made with the Government
of New South Wales to carry out this work at a cost of £7,980. 1In
addition to the conbract for power plant accessories brought the
total up to 211,000,

19. The conditions of the contract in regard to tho machines,
gauges, efc. were to turn out e rifle interchangesble in all parts
with the M.L.E. rifle, The Pratt & Whitnoy Coy. shortly after the
acceptance of the tender intimated that, owing %o a discrepancy
occurring between the drawings and model rifles supplied by the
British War O0ffice,they would be unsble to complete the contract in
the time atipulated, therefore the time from acceptance of tender to
delivery of plent was 2% years.

POWER PLANT.

20. Apprehension existod as to whether high-specd engines
e¢ould be satisfactorily constructed in Australisz, but a tender Ffrom
the New South Wales Goverament Dockyard for 27,980 was accopted.
Some difricultios and breskdowns ocourred, but wore overcome b, the
Dockyard without additionsl expense to the Commonwealsh and the
plant has sinco proved highly satisFactory.

2. Considerable time elapsed in completing the Power con-
tract and this, with the delay in finishing the buildings, resulted
in two and e half years having expired before the buildings,
machinery, end plant wore ready to commonce operstion.

22, Owing to the several delays above-referred to, the penalty
comect:d with the Pratt and Whitney Company's contract ecoulad not '
be exacted. .

COST OF SUPERVISION.

2%. An item £1,875 appearing in Home Affairs expenditure as;-,
coat of supervision ete. covers the sslary of Mr. Rateliffe who PN
was ongaged to assist in the designing end laying out of the buia- |
ings, and erection of the machinery. The cost of advertising andi |
the preparation of blus print oopies of vlons are also included 4x. i
this amount. No account is taken of the services of officers of' ' !
the Departmont of Home Affairs under this heading. LI

-
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24,  An earller arrangement provided for payment to the
Works Branch of the several State Governments, & sum equal to
six per cent on all work exceeding £100 in valuo. At present
some Dopartments are charged by the Commonwealth Works Branch
ton per cent.

STORES,
_Raw Matorial etc.

o

25, Contracts for the supply of stores including raw matorial
are arranged by inviting tendexs. Tonders are opened in the
presence £ the Manager, Asaistant Manager and Accountent, and
recommendations for accoptance arc submitted to the Minister.

26, Successful tenderers are mainly Enpglish firms with
Avstralien Branches. Ordors aro initisted by the Storekeeper,
prepared by the Accountant snd signed by the Mansger. The
responsibility of keeping sufficient stores in stock rests with
the Storekeeper.

Component Parts.

27, Minor component parts &s manufactured arce taken into
stock and subsequently issued to be converted into major com-
ponents, which are return~d to the store to avold wastege and
reissued for assembling into rifles. Component parts are also
igsued to branches of the Department of Defence for the purpose
of repairing rifles.

28, Records of component parts are kept by & card system.

FACTORY CAPACITY,

29, The capacity of the factory as set out in the original
specifications was for "an output at the rote of 50 M.L.E. short
rifles of the latest approved War Office pattern with sword
bayonofs and scebbards complote per working day of 8 hours when
oporatad by 144 unskilled snd not more than 2 skilled Ausiralian
workmen, This staff to inelude all labour other than that
required for supervision, clericel duties, tool room staf?,
engine ond boller tending and shop labouring.” Worlking under
Auetralian conditions this should mean an output of 15,000 rifles
per annum.

STAFR AND LABOUR.

30. The pay sheet for fortnight ending 2nd March 1915
includes the following employees:- Rifle manufacture 339,
chorgsr making 17, Non-productive (msintenance) 79, Distributed
over msintenance, construction end minor production 43, or a
sotal of 478, To this are to be added Maneger, Assistant
Manager, Chief Inspector, Chomist and O0ffice staff (9 permanent
and 6 temporary officers) totael 19 or a grend total of 497,

3l, It is not improbable that the contractors to some extent
underestimatod the No. of men that would be required to producse
the specified output, Allowing £ r this there still remains a
conglderable diserepancy which is to be eccounted for by the
difforent industrisl conditions under which Small Arme Factories
ere manned in America and Australia.
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QUTEUT,

32. An offort has been msde to increase the oufput of the
factory by working overtime. The hours nov worked having been
incrensed from 48 to 68 per week.

33, The overtime hours are paid for at time and half rate
resulting in an increese of 50} on the ordinary wages sheot with-
out & corresponding incroase in the output.

COSTS.

F4. In the "Proecis of proceedings in connection with tendors
for mechinery" for the Small Arms Factory submitted to Parliamrnt
on the 2lst July 1909 the following particulars ars sot out as
Prott and "hitney's guaranteed cost of producing a rifle -
material and lebour £2/18/-, Intercot on cepitel snd deprccietion
11/1. Total £3/9/1. The result of the investigations made hy
the Committee show that this amount hes beon greatly exceoded.

. B85 The procis also shows the estimated cost of the buildings,
machinery, motive power ete. required for the faelory to be
£92,144, whervas we find the aotusl cost has besn £179,146. 6. 1.
This is subjoct to deprcciation at the asccepted average rate of
74% per annum which amounts to £12,988. This distributed over the
gugi-anteod eapacity of the factory shows an smount of 17/3 per
rifle.

36 The total cost of the factory including lend (£2990.0.9)
viz: £182,046, 6. 10 is subject to an interest charge at the rate of
4% per annum smounting to 27,281. 17. O or 9/8 per rifle.

37 For the purpose of purchesing raw materisl ete. an omount
is mede availeble to the factory by the Treasury through a Trust
Account, and the amount expended besrs an interest charge of 4
amounting to £4,729. 15, 0 or 6/3 por rifle.

38. As previously stated 497 persons are employed at the
factory. Teking tho smount paid for wages and sslaries shown on the
pey sheet for the fortnight ending &nd March 1915, as an average for
the year, the sum paid ennwally would amount, on the guaranteed
capacity of the factory, to £4/10/~ per rifle.

39, To these amounts must be added 14/6 the velue of material
ugod in the menufecturoe of the rifle.

40, On the guaranteed output of 15,009 rifles per snnum the
Tigures aquoted in the immediately preceding pavagraphe show thet
each rifle costs £6. 1¥. 8 to produce.

414 In attempting to sscertain the actuasl cost of the rifles
the Committee, owing to various causes, have been unsble to arrive
at & definite cost,. It was found that it was difficult to ascerta.
the value of components completed or in progress through the factory,
als0 ‘those supplied to the Department of Defence for repairs to
rifles. The cost of the first 500 rifles produced was given by
the Ixaminer of Accounts (Mr. Cantwell) at £18,15.0 each. It is
now computed by the Committee that rifles sre approximately cost-
ing 27/12/10, this amount including in the labour cost 50
additional for overtime rates of pay.

42, The omission at the inception of the factory to provide
a larger supply of tools, and the derangement of the original
scheme by eagerness to produce finished rifles before the manu
facture of a large number of all components had been sufficiently
advanced, ars factors which have militated against the production
of rifles closer to the original estimated cost,
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STATEMENT OF AGCOUNTS.

43. The first and only atatement of acoounts to date was
completed up to the 30th June 1913, Lorwarded for audit on the
301-.2 Rovembor 1914 and presented to Parliament on the 16th April
1915,

RECOMMEND ATIONS.

SITES FOR BUILDINGS.

44. The experience at Lithgow ghows that considerable expense
and delay had cceurred owing to plans of buildings with estimate
of costs having been preparsd without a knowledge of the site.
The Committee recommend that in future sites should f£i-st be
a:%ured and plans prepared for bulldings suiltable to each particular
site,

BUILDINGS:

45, The Committse sre of opinion that there should be one
Construction or Works Department which would be responsible for
the erection of buildings for all Depasrtments of the Commonwealth
Service.

46+ That the Requlisitioning Department should give £full
partioulars to the Constructing or Works Dopartment of contemplated
work in ample time to enable sketch plans and supplementary
information to be supplied to the Department requiring the work
to be done, Whon the sketch plans are finally concurred in by
both Departments the papers should be forwarded for approval to
the Minister requiring the service so that provision may be made
on the estimates.

SUPERVISION.

47, e recommend that in order to show the cost of super-
vision of works an average per centege rate be struck by dividing
the total value of work dome in any one State by the total expense
of the Branch Office in that State, together with & fair pro-
portion of the cost at the Central Office.

STomES.

48. The responsibllity of keeping sufficient stores and raw
material in stock at the Small Arms Pactory now rests with the
Storekeeper. This doea not appear to be a satisfactory arrange-
ment, and in the opinion of the Committee the Manager should take
the £ull regponsibility. He should provide for emergoncies and
other such factors as contribute to a sure, cheap and adequate
supply of all essentials required for the ouftput of the factory.

49, The keeping and checking of stores is not as satisfactory
as could he desired. We are of oplnion that stoek should be
taken by some person other than those dirsctly responsible for
the keeping of gtores, Stock sheets should be made out at each
time of taking stock and be left in the custody of the Manager.

504 It has been found that although Australian steel is of
suitable quality the small quantity required has not warranted the
oreation of the necessary plant by any private firm. The Manager
stated in evidence that steel for rifle barrels could be manufactured
by the Government on a commercial basis.
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6l. Up to the present imported timber has been used for
rifie stocks, but as & result of experiments carried out a timber
in every way suitable has beon found in the Cueensland Maple.

Some difficulty has hovever beon experienced in obteining sufficlent
quentity of seasoned timber, but this is being provided against.

COSTS .

6528, It has already been shown vide paragraph 40 that the
cost of producing rifles on the guaranteed output of the Lactory is
£6. 17. 8 sach. Your Committee are of opinion that this amount
should be reduced and have taken conslderable evidence bearing on
the question.

53, Owing to the heavy overhead charges, including interest
and depreciation on bulldings, mechinery and plant conscquent on
the large expenditure In erecting snd equipping the factory,
togather with interest on advences by the Treasury for the purchase
of materisl, stores, eta., it is in the highest degree desirable
to further increase the output of the factory. It appears to us
that the running or working hours of the factory should be increased
by the csteblishment of a second shift. The requiremonts of the
Commonwealth will be at least equal to the inercased output. The
evidence indicates that the difficulty of obtaining and training
aufflclont mon to pgive offect to this proposal should not extend
beyond a period of six months. A certain percentage of the employes
will not need to be duplicated.

54, Ve consider a second shift preferable to one of twelve
hours, as being more effective in increasing the output and reducing
the cost., It would also be less tiring to the men and would pro-
vide the Commonwealth with a greater number of officient workmen.

55. Improvements in the output and a consequent reduction in
cost will be attained by o better system of co-ordination whoreby
a constant flow of component parts would be mainteined.

STATEMENT OF ACCOUNTS.

56+ Your Committee ere of the opinion thet a statement of
accounts showing the position of the factory should be prepared
and presented to Parliament not later than the 30th September each
year or as soon after that date as the Parliasment may be sitting.

57. That such statement of accounts should at least show ~

{a) The Capitel account of the factory ineluding lend,
buildaings snd plant.

(b} The smount written off Ffor depreciation being at an
average rate of 7% extended over the whole
factory on the scale accepted by the Auditor
General.

{¢) The emount of money advanced by the Treasury, the
amount returned, the amount still owing and
the interest charged.

() The value of finished products and sales of screp
materiel.

(e} The expenditure for snlaries, weges, materisl etc.

(£) An sccount of all Stores,
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(g} The produot that is in course of manufacture.

(h) The cash balance unexpended in London.

58, A subsldiery statement should also be submitted with the
stetoment of accounts showing an itemized list of the products of
the Factory with the cost,

In conclusion we desire to say that the evidence tendered
shows thaet the Australien mede rifle is & satisfactory weapon.

Chairman,

Sy Btoaritn.

27th May, 19156.



