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JOINT COMMITWEE OF PUBLIC ACCOUNTS,

s UG 4sR.

;
puring the consideration of the Draft Report submitted to

the Committes Mr.RIEMING moved that the following be the

Report of the Gommitiee:~

"owing to the limited time at the dispoeal of the
Comnittes and the diffionlty of obtaining relieble
reoords no findinge of any velue oan he arrived at,
and the evidence which has been taken is handed in
herewith”.

. nator J.D.Millen.
Suo% b&xg:ittee divided on the motion -

AYEB (B} NORS (3)
Senator Bolton Mr,Fenton
Senntor Buzaoott Mr,Makin
Sonstor J.D.MNillen Mr.West

¥Mr. Fleming

Mr, ZProwsd

and so it was resolved in the affiymative.

Yelbourna , " 3. M. FOWIER,
13th Octoher,1922.

CHATRYAN.
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MINORITY REPORT

We, the unlorsigpwd Merbers of the Joint Comnittisec

of rudliic Aooounfs, subnit & Report as fellows:-



Introductory,

The suger industry of Queensland wus developed by kamka lebor
brought from the South Seas, Pedoration in 1901 put an end to this
treffic and substituted white for colored labor in the csneflelds.
The ohmnge meant an inorease in the cost of produotion, and thersfore
in the price of sugsr. 4 duty of £6 per ton was imposed on importe
of sugar. With this wae amsosiated an exoise duty of £4 per ton
on the Australiaen artiole. and a bounty of £3 per ton on sugay gre,wn
by white labor. The protective customs duty substantially
seoured the Australiasn merket to the Cueensland sugar industry.

This exrangement worked satiefsotorily for o good meny years,
Austrellan consumexs pajd somewhat more for their sugar than the
world's parity, while the suger producsrs, though complsining of
poor returns in bad seasons, appeared to be holding their own,

But white workers in the camefields, whose conditions were trying ‘
and exhausting, received very low wagmes. The Commonwealth Royal
Commigeion of 1912 expressed the definite opinion that "If white
lebor is to continue to be obiainsble in anything like satisfaotory
quality, 1t must be more adequately rewarded than it has hitherto
been”. The Commission found that osne-outters earned on
contraot rates from 12/~ to 14/~ per dsy. General field hands
were pald 22/6d.' to 25/~ per week with board apd loiging. Mill
nande got from 27/6d. to 30/~ per week and Found. Sinoce. that
time there has been a steady inorease in wages culmineting in 3916
in an award by Mr.Juetice Diokson of Queenslend which plaoed the
workers in this industry in a much better poeition., This award was
reviewesd =pd modified in the following year,but in 1920 further
increases ware granted, The inereasing wage and other oosts
brought about demands by the empléyers for increased prices for
their producte.

In 1915,owing to the effeot of the Wax, the partiasl Zailure
of the Australian sugar orop,and the general oiroumstances of the
induetry, the Govermments of the Commonwealth and of the State of
Queereland mutually agreed to take oontrol of the sugsr industry.

%he Government of Queersland by proclammtion - validated
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mbsequently by the pusssing of the Sugar Acyuisition Aot -
agguired the whole of the 1916 sugax oxop. The Commonwealth
Government then purchased this crop from the State Govermment on
the basis of £18 per ton for raw sugax, Similar aetion has
been taken in reepeot of each orop uwp to and inocluding the 1922/23
seaeon, although for the sessons 1917/18,1918/19,&21& 1919/20,%hs
price was raised to 221 per ton,snd from 1920/21 it has boen
£230.6,8, per ton.

' To refine, diatributa,énd sell the sugsr to the public
agreamnts were entered into between the Commonwealth Government
and the Colonial Sugar Refining Co.Ltd,,and the Millaquin Sugar
Oo.Lta. These agreements have been renewed from time to time
with terme varying according to the conditions preveiling at the
time of their execoution.

‘o regulate the price to be paid by the miller to the
grower the Gueensland Parlisment passed a "Regulation of Sugar (ane
Prices Aot", under which a Boord was established charged with
this duty.

To ocomplete the Govermment control of sugar a proclamation
under the Customs Aot was issusd in September,1915, probibiting
ths importation of raw or refined sugar except with the permission
of the Minister for Trade and Customs.

owing to ‘the produotion of Australian sugar not heing
sufficient to meet local consumption, importation was neoessary.
Special agreements were thereupon entered into between the
Commonwedl th Government snd the CGolonial Sugar Refining Go.Ltd.,
whereby that Company, 28 agent for the Government, undextook to
purchase underi direotion from the Government whatever sugpr was
required, pay for it, meke the necemsary shipp':_mg arrangements,and
rofine and distribute the sugsr in Australia.

In Ootober,l915, the Prime Minister, as Attorney-General,
appointed Colonel W,J.,N.0ldershaw to condust transaotions in
connexion with the purchase of the sugar orop, snd to arrange
freight for wheat &o. Subsequently (olonel Oldershaw beozme
"Sugar Controller” ,and in thet position was the only Commonwesl th

Officer hendling the matter - subject to the Prime Minister ami.
1

. S oue
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the Minisiexr for Trafe and Customs.

In Ootober,1920, a Svgar Board was appointed - comprising
the Aoting Oompiroller-Genersl of Customs (Mr.Peroy Whitton), the
Asgistant Seoretary for Defonce (Mr .M.M.Moguire), and the Sugaxr
Gontrollex (®olonel Oldershaw). The duties of this Board are

‘ut out in a communioation from the Prime Hinister to the Minister
for Trads and Custome deted 29th Qotober,1920, as followa ~ ‘

"To. udvise the Commonwealth in regard to all matders relating
to the purohsse, szle, and distribution of gugar;

to note the world's prices and movements gemerslly;

1o aboertain what gquantity of supar ie wvoileble for loosl
gongsumption - the quantity needed for jams ani other
mnulactures;

to advise as to the position of shipments of sugar;

0 meet each day at & fixed hour to consider the position,
and recommend such action as may be necessary,and to call
the attention of the Minister to awy points of interest
which require attention",

In February,l922, Colonel Oldershar leoft asustrelin for
London on 8ix montha' leave of sbsence on full pay,granted by the
Prime Minister. This perilod was subse,uently extended,amd the
Committee hus, therefore, not had an opportunity of examining
Uolorel Oldershaw reg:rding the subject mstter of this
investigati on. on the depurture of Colonel Oldershew the
Customs Depariment tock churge of the Bupgsr “westion,and an officer
of that Department (Mr...R.Tovmsend) was eppointed Searetary to
the Sugar Poaxd,

fhe variould agrecmente ontered inte by the fommenwealth
Government to reguiate. ani control the industry snre tabuleted as

under ;-
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1915-16 1916-17 1917-18 1918-19 - 1919-20' ....ouo..»p 1921-22  1922-23
Prise of Raw Sughr 218 £18 221 221 221 £30. 6. 8 230. 6/ 8. 2£30. 6.8
#.0,5, Nills per ton \
: <
Refining Charge -
(Maximmm per ton or
.at eest)
Colonisl Sugay ] ) . - .
.N.ﬂawllhmlmﬂm. 30/m 32/3d. 35/24. 27/6d. 20/11d. 27/= 21/ 29/5
- MY i B0/ 37 = 42/~ 34/10d. 1o sgreement  4f/- 48/64. N0 sgree-
e
!
( .
]
T L7 /= 7/ 7/ .\W\M\. 7/~ e 7/
/= 7/~ Tfom 7/ no agreement 8fed. . 8/6d. o agree-
N ment yot
- .
Y ‘ ) ) ‘
£0/= uo\x& » £0/~ 20/= 20/= 22/68.  20/= 20/
10/= 10/~ 20/ 20/ no agreoment 22/6a  20/- no sgree<
‘ ment yeti

. » . )
s HO\.. per ton refunded by the Company "as a specisl war refund
The sum of £60,000 allowed by the Company a8 & reéfund,

4 x

to the oo!sou«iawsp?
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mo Pinsnge the undertsking the Commonweslth Parliiament
possed a Suger Purohase Aot whioch empowered the Treasurer to
borrow the money reguwired from the Commonwealth Bank and provided
for the establislment of an scoount to be known ag the
“"Commonwealth Treasurer Sugar Acoounth. The whokesale aml
retail selling prices of sugar vere then determined by the
Govermment . In June 1915, the retail price was fixed at 3d. per
1b., in January 1916, it was raised %o 33d.

;1;2; Vﬁsrai{,iézb.‘ the Pr;me V.Minisfar announced in the House
of Ropresentatives thet owing to the high price pasid for fozelgn
sugar the CGovernment had been losing 220,000 per day by retalling
eugar at 334 per lb, A pew sgreement between the Commonweslth
Government, the Queenslsnd Government, tl;e Augtralisn Sugar
Producers'Asscciation, the United Cane Growers'Assoociation,the
Australian Workerst'Union,amd the Colonial Sugar Refining Co.Ltd.
was then entered into fixing the price to be prid for raw sugar
at £30.6.8. pexr ton - an adivanoe of £9.6.8. on the then existing
price,. The wholesale price was arranged at £49.,0.0. per
ton,and the maximum retail prioce at the xate of 256 per ton,or
64 per lb. There has been oconsiderable dissatisfaction
expressed latterly by oconsumers regarding thé ocontinuance of
this price. The producers, while willing to agree to mome
redustion from 64, protest that & return to pre~wer prices will
ruin them. Parliamsnt wag appesled to by both sides.

. While the public oall out for cheap sugar the sugar interests
demand thet the industry shall be stabilized by & renswal of
the exdsting agreoment,though roeontl& an import duty of £14
pexr ton has been suggested anm an slternative, "
Phe Commonwesl th Govermment being a partner in the
sugar industry,the Public Accounts Commities deemed it to be its
duty to inveatigete the situation. The time at itse disposal §,
bas been very short,but,as the issue is one of pricee prineipslly v
it hes been able by speoial effort to submit this Report. The- ?‘
question upon which the Committee has concentrated may be stated &
as follows - "What is the Llowest price at which sugar can be =

i
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gold while giving iair rates of remmneration %o the vaxiouam
interests engaged in\m production and distzibutiont™

The ingairy returaily commences with the present price of 6d.
por 1b. as charged under the existing apreement, The Govermment
&épecially asked for a report from the Committee asg to the lowest
B AR I A ARSI ‘é”‘i’i“’?is‘%ia%’i%‘i‘%i’o%%‘i’éeiﬂfﬁi
to the Goverrment. Accordingly on the 15th Ceptembor,1922, the
Gommitiee p;'esented an Iuterim Report in whioch the figures
submitted by the Sugar Bosxd wers tested and anslysed by
Mensxe .Warnock and Nixon, Oonsulting Accountanie, under the
directioncof the Committse,.

Two gets of figures were dealt with showing the charges
inoluded respeotively in the present price of ¢d. por 1lb. and in
the proposed reduction to 6d. The Committee found that the
flgures and the estimstes submitted were cubstentislly oorreot,sand

reported in these texms -
"4t this early siage of the investigation beyond satisfying
-itself of the acocuraoy of the figures presented by tho Suger
Board it (the Uommittes) has arrived at no decision regerding
the mors important guestion as to whether the basie of the
Sugar Board's position is sowad and satisfaotory. In other
words. the Committeoe 18 not yeb in a position Yo determine
whether all the factors whioch should be included in the
ctatemente of thu Sugsr Board hove been taken iunlo account,or on
the other hand whethor footors have been taken intd ascount
which should not heve heen included. The Committee is
proogsding with ite invesiig.tion as rapidly cc possible,and
will present & furthex report on thie phase of ite inquiry at
Yhe eariieat oppordunity®.

The yuelification sitated in the Report regarding the basis
of the Sugey Board's poesition war not vleced thsre ol rnuiom.
Even at thut point of the inguiry it wes syparent that the
Commonviealth Sugar‘ Acoount was being loaded with charges for which
the Justification wee somewhat dovbtful, The Commit{ee, has,
therefore,given careful attention to these msat tews.

There is = charge of £248,076 for interest on overdraft on
the Sugsr Account st the Jommontealth BanX which hed been opened
there in agoordsnce with the Sugar Purchuse sot, Accountm were
opened in the Sydney, Melbourne, Adelelds, and Perth Eranqheé of
the Bank,and whilgt, for instance, the Sydney Account might have a

considerable credit balance on which no interest was being earn;d,

interest wae being charged on sush
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as .
ke sccounts at the othex Branoheq(might be in debit pixsembingly
Tkl CENL I In this way a comsiderable amount of

intersat agoumnlated against the Sugar Account, fhe lossee on

the sales. of Loreign. sugax crested on overdraft of some magnitude,

-1 which . i Lo .
NSRRI Fircb ok kcdr the interost chargess

In addition to what might be termed legltimate trading interest,

T

the interest chaxge on the Sugar Account was further increased in

[T

the following mamnez. Until Jure,1820, the Colonial Sugsr
Relining Co.Itd, had purchased and paid for the foreign sugar

required. At Tthat time the Governor of the COmmonweulth Ban.\:x
hi}fs requést

e

pointed out that he had funds awmilable in London, and
financing of the foreign purchases was handed over to the Bank.
The Bank slso claimed that it was in a position Yo negotiste

foreign drafte at & more favorsble rate of exchunge. Until

2
21

~

June,1921, the Company hsd &1so paid for the Australisn xaw sugar
purchased ,but undexr the agreement for the year 1921/22 tihe

S

Government agroed to pay the Company the sum of £11.0.0. per ton

on delivery of the sugar ot the refinery,and to allow to remain

with the Company for the period of tho agroement (12 months) the

sum of £260,000 eetimated to be owing dy the Company to the
Govornment v.hon the previous season's sugar hed been sold., Under

the current agreement the Goverment advsnces the sum of £18.5.0.

RECRRE T YOG T v ey

par ton up to e quantity of 280,000 tons,and £31.5.0. on any

quantity in exceas of that. .
It had been reocognized that the "managing charge" of £1.0.0.

por ton,which hsd been granted tothe Company ennuelly,with the
exoeption of 1920/21,when it was raised to 22/6d, hed been intenied
t0 include the smount of interest charges involved in the
transactions under the agresmsnt. The Commitiee has not
discovered any 'au.fﬂc,ient‘ reafon Why the Colonial Sugar Refining
Co.Ltd. was reksased from this responsibility without having to
off-set it W&hgm “The only explanation offered to the
Committee in evidence was, that the Company was unable to finance

rRTIE

Ty
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the heavy purchases which had to be made. Whatever the
reason,the fact remaine that the Commonweslth Bank wes enabled

to meke £248,076 interest on the overdralt account, and the
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amount. wit debited ngainst the retail concumers of sugar o bel.
worked. off a8 pert. of the price of 64. pexr: 1b.

e amee e ~

In January.1918, redwoed sugar prioes wereé. granied on,

exports of oertsin classges of goods containing sugex.. In
January,1920,twee conoeesione cime to an end having emounted in.
all to 247,658, From this date $1ll June,1921, no redustions
in price were mods for the simple reason that Australisn suger
during this period was selling at & mich lower rate than the 7
world's paxity. By June,l921, however, the position was.
revermed,and ,in order to enable the iusiralian manufacturers to
export, a rebate of £20.0.0. per ton was mede on the sugaxr

gontente of certain goods as under-noted:-
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Jaus 212,799, 0. O,
Gaxmed Fruit 12,249, 0. O,
Condensed Milk 39,130, 0. 0.
tonfectionexry ete 1,616, 0. 0.
Oandied Lemon Feel 15. 0. 0.
Cordials 644, 0, O, et A ot
The total emount of these rebetes 1s 266,452
debited to the Sugar Acoount. The coneession smount of £47,6568
does not sppeer dirgotly in the scoount, But, ap ‘the account is
credited with salee lems this sum,it ic obvioue that in effeoct
the auount is debited, The two sums,therefore, less a 8light
adjustment, nake a total of 2114,000 with vhich the retail
oonsumexr 1s being charged.

On the 30th June,1917,there was transferred from the Sugaxr
Agoount to the Commonwealth Publioc Account the sum of £4156,000.
This left the Sugar Account in deblt to the extent of £9,973.

By this transaction the Sugar Account from being substantially in
oredit was left in the position of being ohargeshle with interest
on the overdraift, Thie sum of £415,000 was proFfit on the ssales
of sugar which, if left at the oredit of the Suger Acoount, would
have had 1ts due effeot in reducing the price, Instead of that.
it wae approprianted snd absorbed into the Genexal Reve mue,  Not
only have the retail purclrsers of sugar nét obtained oredit

for thie amount in the Sugar Account, bub. ﬂuﬁﬂu finds

that the Sugar Account is actually debited with the withdrawal

of this anount and thet the public are paying the £415,000 &
paoond time. The retell price of 6d. per 1lb is being meintained
solely for this purpose,all the othexr obligations charged to

the Sugax Aecount haviug been wiped out, Forther, had this
amount not been withdruwn the xix interest oharge on the acgount
would.it is caloulated, have beon reduced by about £5€000.

It hos been suggested by a witness representing the Suger
Gontrol that this debit against suger is off-set by the remission
of £1,465,860 Custome duty on the importe of thie article by the
Governnent for Australian consumption. Even adopting this.
yiew it does not Jjustify the loalding of the Sugasr Asoount with
the. debits to which excepiion is taken, Phe Customs duty on

the imperts of sugar was not imposed for reverme purposes,but for
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the proteotion of Australien sugar. When, there!ore; the looel
article wos not sufficient for {i.ustralian reguirementis,the objJest
for which thie duty was impoped oeased to exist to the extent of
the importe reyuired to make up the defioipnoy, Up to the
time the duty was remitted an amount of 21,286,722 had been
collected on these imports whioh was debited ngalnst thoe Sugar
Account and paid intc the General Revenue.

Carefnl and particular inguiry wes mede by the Committce
as to the reasons for determining the priase of £30.6.8. per ton
for raw sugar as oharged under the existing agreement. Nothing
of any moment in this connexion can he discovered. Thers appesy
10 have been no estimaters of cosis of production or value of
services laid before the Gonferemce which determined this prios.
It secms to have been & purely arbitrary decision which fixed the
prioe at £30.6.8. The Conference whioh fixed this prioce
oconsisted pmmctically of representatives of the werious sugar
producing intereste.

The. question of determing the lowemt price at which sugar

eon be s01ld to the consumer and at the sams time give fair returns

to sugar producexrs is a very difficult one. In trying to arrive
at the eost of production the Public Acoounts oomttu has bad
the. same expsxrience se the two Royal oqmmissio;s of 1912 and 1920
respestively. Vory little reliable information ecan be obtained
ol thie point of sugsx costs. Asgertions by growers, millers,
and others, are fregquent enough, but few definite fasts on this
point are available.
the quantity and quality of sugar eane grown éven in &

oomperatiiely small diatriet varies greatly. The condition
of the soil and the methods of oultiwation have much %o do with
the results. In come cases the lsnd hes been exhonnied in the
most reckless and improvident way, snd unless heavily mermred
gives a very poor return. ZTaking average resulte bowever, it is

pretty oartain that the cane grower,whose land and cultivation ere

good ,in doing well, There has been & large lm resse of late
yours in the pricee of sugsr eane lands,
With the exception of the season 1917 the iustralian sugar

PRI R v Tt v
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arcp has not sufficied Zor many yeurs to meet the somsumptien,ard
foreign suger hae had to be purcimsed to make up the 2efiociensy.
The oxy of the oane growers wae. that these insuffielent ﬂup‘pilhl}‘
of iustralisn sugar were dus to. the Low prioces which dicoouraged
,osic oultivation, According to CGelomel Oldershaw and others
the shortage wae due in every inetance to unfavorable uasdu.‘
This ir borne owt by the fset that even under the very
satisfastory prioce of the 1920 agreemnt there have been large
shor tages of Australian sugar in the iwo subssquent yeaxs.

A grest deal is made by the growere of the Mgkt high wages
whiokh.have now to be pald in the industry. Taking into
ooneidexation the conditions under which the woxrk is oarried on
the Committes is of opiniom that , compered with the rates ruling
throughout Australia,thw wages in the sugaxr industry axre not
.ox,o_o,uiin. Mach of the work is intermittent,and in the off-
seasone t)}.xo are not many epportunities for other unpioyn.nt in
the Sﬁsg:“ustriotn. The prosnﬁs wagee of sugsr workers are
gexrtoinly a very oonsiderable increase on those ruling ten years
sgo, but this i# no eriterion,ss in the earlier periocd the wages

were much below a reasonsble level.



. -&}fjﬁ?? The £30. 6., B¢ #ﬁx«l a8 the prioce per ton of raw pugax’
under the agreement meant an’inerease of £9.6.8. on the previous
rates. of this amount £5.6.8. was sllotted to the grower,making
hie proportion of the total £19.6.8.,while the miller received an
addition of £4.0,0. which raised his remuneration to a total of 21l.

To arrive at an estimete of the value which should he placed
on the work of the mill is even move diffioult than in the case of
the growing of the oane. The conditions uwnder whioh the mills
are owned snd operated vary considersbly. Some ars private
property,some are co-operatively owned, and others belong to the
Queensland Government. The interest return on the suger mills
over several years previous 10 the inorease given under the
present agreesment ic sianted to huve averaged only 1 per cent.
Since the agreement muoh better Xesulis have been obtained -
official figuree showing a return of 7 per cent. It has to be
remembered that mille have been built not so mmoh with 2 view to
their being profiteble investmente ae mille,but rather as
neocessary accessorxies.to the oene growing industry. In bad
yoars they all suffer from hsving short supplies of oane, 4and
the fregquency of poor seasons in Queensland appears more
responeible than anything else for the low sverage returns shown

by the mills.
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' ;L notable _;ﬁtaturo‘ of"t;;e present axrangements is the great
inorease in the prige of sugér after paseing from the mill, A%
thie point the value put upon it,as slresdy stated, is 230.6.8. per
ton. By the time it resches the concumer as refined sugar the
oost 15 £66.0.0.

The refinery charges include -

Coal 10s 6.
Paockages - 1. 0.1
General refining

charge 1. 9. 0.
Selling Charge Te 0o o,
Managing oharge 1. 0. O. £4. 7. B
Processing waste 19. 3.
Sacke for raw eugar "o Be
¥reight to refisexries le 9. 0
Sundry shipping &

landing oharges i1, 1, -

:m‘i‘ abpess with éntire sccuracy the valus of the sexvices
ronderéd by ¥he Coionisl Sugar Refining Co.htd. it wowld be
necessary t6 know the actusl cests. But though no doubt the coste
.ha'u besn oanrefully worked out by the Company, no xoyal‘ Gommission.
nor the Public Accounts Committee has; es yet,been allowed to- see V
them. It is only reasonsbhle to infer thet if these cosis taken
in relztion to oharges showed only a fair profit there would not
be any @ifficulty made in revealing them.

The aotual work of refining is cerried out at ot under the

v o - PO .
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agrecment, MNansgement is charged at the yate of £1,0.0. per
ton,and welling at 7/~. Why the intter should not be
inolvded in the Manugewent Charge the Committeeis unables to
disoover, Nominally tho profit to tl}g! Company is thé same
urder the present ogrecment at under the former one. Therv is,
however, & very material difference in reality as a rebate of
ten shillings pexr ton,smounting to about £80,000 in the agaregate,
was allowed %o the Government in 1915 under the first cgroement.
end in 1916 the Compary Yyefunded & lump sum of £60,000. These
smounts vere, according to the evidense of the Geneval Manngey,
regaxded by the Company as patriotic contributione. Unlese
the Colonial Suger Refining co.nd.w:: abllo to ehow thut,undor

that arrnngemant 16 was making less than e reagonable profifn
we are +
of opinion thed - L, CraTre s
should have been reduced when the subsecuent sgreement Was arranmsd.

The distributing coste,whioh have bosn & rrenged not uander
the agreemont but as a sejuence %0 it, amount to £9,18.10, per
ton,  emmiehemisspmepeuisiomebnutiustunebenne b el s
In view of the vwry small mexgin allowed for distxibution
previously the preésent rate is » rush from one extreme to
snother as appears to be indloeted by tho roduction made by the
Govwernwent to £6.15.4 in the pro,osed fivepenny prige. The
‘Committee agoepte thies Ligure as & fair revision of the
distributing rate,

The very gmeat-inoresse of freoighte during vooent years
has been brought unier the notlce of the Commitiee ss being
excaesnive. These frelghts on raw suger Zrom Lueensland to the
southern refineries have risen from 16/- in 1924 to 44/- in eome

cames st the prasent time.. Baggod sugaT is sn idenl gargo far
on the present

ubataptial
gafety and oompaot stovwage, una %\roduotionm
-~
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We sxe of opinlon thut the Swier Acsount hinm Leen lecuded
wp with ohurges the justifiestion dor whioh i Goubtfule

Inteyest ohurges vare peraitted t6 snocumlsts in o memor
whioh Fefleoted no orvdit on thore yesponeidle for the control
of the aseéunt; the Coloninl Huger Refining Oo.ltd. was
rellevad of v eontiderable renpensibility in finsnoing the
froeaotion withowh sn appreoieble off-set,and tho contumrs of
sugex im amatralis bave thuc besn oslied upon to poy an
indresned prise for this oszmodity.

Osnsideruhls coneesniont oxd rabatet wers pronted to
mnuisoturers for sxpert. Theks oonaserione gkovld hueve beon s
chiurge sgainst Gontolldated Revems, The Committes £oilc 1o
ces why the person who WoyE RuUpAY oW Y tho Zrogerts counter chonid
be conpelled Lo muke up the loca in pmvﬂﬁzns aheay sugsey 2
theoe U OEesH .

tha anmount of 2415,00C taken from the Suguy sccomnt 4n 19L7
rejrosonted prifit mde by thy Govermosnt on supsr trancnatio s,
The retull purchucers of gugcy who provided this profit phould
net be osllud wpon to puy the swount & Kool time.

Viewing the situwation from evexy poesi ble point We are of

opinion that £26,0.0. por ton would pe a sufficient price for

raw SUEAT. It is considered that after allowing for a fair

apportionment of all oharges for transport,refining and

aistributing the sugar,it oould be retailed at £42 per ton - Or

433 per 1b. With more efficient organization and methode of

production and & careful revision of all ohurges thie price

might be still further reduced. .
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MILL VIHITE SUG.R.

The production of a high olass mill white sug ¥, which might
obviate the usual refining process nnd provide a chesper sugax
sultablo for oxrdinary housohold purposee and other regquirements,
wat investigated by the Oommittee, Bv°'dence was given by
representatives of the Jom mamfecturing end fruit preserving
1mh:uatr-ies thut mill white sugar had been obtained from Javs of o
quelity suitable for those purposes, It was declared to be
practically free from =2al impurities and oxcessive moisture and
40 have a sucroge vontont quite %‘eééto refined sugsr. Phe
gample submitted to the Committee in color,grain,teste,ond general
appearance,night readily be taken for reifined sugar, In this
connexion interesting evidence was obtained by the Committee in
Bundaberg{ ffw A witness who stated that he was ths patentee of
an improved process invented by himself amd & friend for treating
sugar in the miliing etage. In comjunotion with another patent
he claimed that sugax could be made and was bel ng made of a quality
and appearance eyual to refined sugar, and at a refuced cost.

He produced a sample of this sugsr obbteinsd from South afries,
which appoared to Justify his stabement. Ho was unablg to eay
whother the Javae mill white sugar impoxted by the jam mamufacturers
hed been made by this process. further in.uiriee made by the
Coumittee from witnesses interented in growing and milling sugeyr
showed that the plecing of Australian mill white sugar on the
market had been attempted,but hed not met with much success, and
the inference cuggeeted to the Committee wae that the Colonizld
Suger Refinirg Oo,Lid. discoureged the sale of this olass of sugar.
A representative of the Sugar Control gave evidence that speoisl,
provicion was mnde for ‘chevmmitaoturo of mill white wugax.

Pexrmlts had to be obtained from the Sugar Control, tut withont
exception evexry spplication to mamfacture mill white had been
granted, While recognizing that this is the case t[{a _xurther
sbstoments that ths mills are much sverse to hh@«‘nﬁiﬁf‘;g‘ of mill
whites 18 not regarded bykthe Committee as fully gz;p!,aix;in’g the

eituation, The necessity for "keeping in" with the Colonisl

T
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fugsx Refining 0o.Ltk. mey acoount for this attitude of the mills,
In any esse it would appear $int the meking of a High olams mill
white eugex,euch &s hap. heen submitted 4o the Committes,may well
be 1nr-st;gnton and encoursged both in thie interests of the sugar
grovexs and the Qoneumexs, . '

kN
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Speoinl invesiigetion,
Foreign Yurobases.

Obsexrvations by oertain honorable Members in the House of
Representailver in connexion with the purohase of Forelgn Sugar
by the Government esugpested that actions of an improper charscier
bhud taken place. The Committee,ee far as practicable,has
investigated the elmunieﬁmmee.

%ith the exccption of a few transastions the purchase of all
foreign sugax has beem mede by the Colonizl Sugar Refining Co.Lid.
through lueir brokexs. Three salas wore nsgotlatet by ur.W.B.

Davrier of Melbourne &g follovs -

Trice
8th Septepber,1920 1,000 tons @ £72.12.8 pex ton
1st Ootober ., 61920 5 000 " @ £63,10. 0
8th Ootobmxr ,1920 - 10 o0C " @ £64. 0. O. "
The seller wus Mr.James Nesh of Souvabaya,laeve,for whom Mr .Davies
said he aected as sgent. In each instance the sales were made at
kgon prices. I, bavies hed been for gome time an omployee of

ﬂeaara.ﬁénry Bexry & Co. of Melbourne: he hsd nothing to do with
the buying of sugsr while in the employ of this firm, After
lesving ketsrs,Henry Berxy & Llo.t/' imrias becams & partner in a
Nelbourne motor sgency. On 28thduly,1920, Nr.Davies vimlted
Colonel Oidexshaw ani presented a note of introdwetion from
Hrl.Rexoivel gdpar Deane, then Private Ssowetaxy to the Prime
Minister,end ot present Secretery to the Prime Mindeter's Depertment,
Golonel ¢ldershaw vasg not dimposed to do any businems wilth Mr.
Davies. Mr.Daviee stated that he vhen sBaw alr.Shepherd,who ot that
tine wee Secretary to the Prime Minister’s Department,end thet ag a
result be got his first order. There 18 no indiocation on the:
offieinl files thet,beyond formelly intimating scceptence of the
offer M, Shepherd had anything to do with the matter, Thoe
original offer by Mr.Dsvies, dated Yth Beptember,l920,bears the
initials of the Prime Minlster ond the NMinieter for Trade and
customs ,whilet sn smonded ~moitation dsted ths following dsy is

- in lNr.Dsane's handwriting -"Accepted\a}; thie price
£272.12.6. (initialled) B.E.D, 18/9/20." N

Two other orderd folloved. *

4 ittle later,in endeavouring to do further businesh
T
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Mr.avies mubmitted to lr Desne & draft of a letter to the Prime
inieter ao follows -
Deocexbor 30th 1920

The dight Honorahle Vi.M,Rughes,?.0,,K.0,
Prine minister of $he Commonvesith -f Austyelis,
KELBOURNE.

sir,

Ix am in vegeipt of advigs to~day Lrom my ,rinoipel Meesrs
Ban J.heo,Batavia,

They advice me that oving Yo tho oollapse of tho vuger
maxkét,due to the fallure of severul large speculators opersting
in Juvagto-day's prices thore, have unctunlly fullenm Yelow
Aungtralian prioes.

It is indicated,hovever, that prises will herden fmuedictely
Europenn finanoé adjusts iteelf, and further, it i ac yeb
inposrible to_eetimate tho nttitude thet will be adopbed by
Chinsse npamz}atore in 1921,

Thoy state,furiher,thut with anthority in hand to buy at e
linit of £87,10.04 per ton of 2240 lbs ,muperior white Java
sngay £5,7,0,8, Juva Ports,Janusry-Februory or earliey shipment,
that providing on irrevoocsble bank guarsnbee iz immedistely
arronged , thoy oan offer your Govornment up to £0,000 tones,

This sugar i 1920 orop.snd iz pnobked in origlnnl sacks of
240 1be net,but paoking can he arrxenged to suilt Australian
conditione ot o pmall sxtra cost.

It will be undoxctood that 1% is imposrible to mske dofinite
offers for more than & fow hours duration.

Trusting that the .hove of fer will receive your prompt
consideration,

I beg to remnin,
Yours foithfully.

My.Deang s@mitted thet thir Graft was seen by hém and that he

altored it to resd ap unier -
(PThe words added by Mr.Deane are in capig;als) 1 1920
MOBT URGHNT Deoember 30th 1920,

The Righl Honorzbls U .M. Hughes P.U..K.0.
Prime Minletey of the Uommonwselth of srmbralin,
- HELBOURNE .

Bir, )
) I HaVE JUST RETURNED FROK JAVA WHERG I INPROTED THE SHIPPING

OF 7H® LAST ORDERS. PLaOBD BY YOU. THB fUGLR POSITION THERE IS

¥ou! DISTINCYLY PAVORLBLE Tu AURT.

TODAY MY PRINCIPER IR JAVA MCHGD adviBo me BY CABLE thi
oving o tho collupre of the sugaxr market, dde to the fallure of
sevexral largo speoulators operuting in Jovalto-day'e priocec
thare,inve actually fallen helow susivrslian prices.

A

it ie indioated, hovevor, thut prices w borden imnedintely
puropenn fim.noe adjusis 1teelf,und Furiher,$t is sk yet
impoesible to estimate the astitude thet will bs adopted by
Chinese fpeculators in 192L. .

sbub o, urther, $hat with authority $n hend to bw &% s
1imit of 227.10.0 per ton of ZR40 lhe,,superior white Jow
sugexr 25,¥8.0.8, Jave Ports,Jamsry-Fehxuaxy o% nxli,r shipmenty,

e

P
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. that providing sn irrevooshle bunk guorantse is immedintely
arxyanged,they onn offer your Governament up to £0,000 tonn.

Thie sugsr 18 1920 oxop,snd ia packed in oml fsaoke
of 240 1w, net,but poeking oun be arranged to suit
Avetrulion oonditions at o Bunll extrs oosbt.

I¥ YOU PLAOE AH ORDER NOV: YOU VILL GET THE LOvieT
POBSIBLE PRICE ~ & WURTHER REDUCE THE 4VER.AGL J08T OF YOUR
TOrah PURCHASES.

AB will be understood it ie imposel.le to make definite
offexrs for more thun & few hours durction. NMYPRINCIPLRES
STRONGLY ADVISE YOU 10 CLOE,

Trusting thet the shove offer will reoeive yorr prompt
sonsidoration,

I beg to remuin,
Yours Faithfally,

On the 2uth Jamusry,1921, Mr.Daviee dictated a .eitor for
Hash to hig pexrtmex'e son, who aoted ae his oorresponfence clexk,

rortion of thie letter 14 was estoted iu evidence read as follows =
“"Futurs Pollay of ggvornment Bgfiiyg I regret to may that
Yy, Denne & 1oV been nto anotier Departwmwent ,which
leavee the Buger Board now in gontyol of all buying".
On being confronted with thie Mr.Davies seid thet the letter hed
beon wrongly trmnsoribed by the olerk from his shorthand notos,
and that in o oopy of the letter in hic possession the roforenee to
Lr.beune wae in theteo words -
"FURULE PO..ICY OF GOVERIGMEIR BUYING. I have t0 inform you
the ane 18 nov druited into another Depariment; and is
loaving for furope at sn esxly dete to ationd the conference.
A Supgap Boord luf been appointed to report on stocks und
reyulrements wanted in the verious States of the Commonweslth;
and also o buy. I vould advise you to keep me posted as to
maxket conditions; so that I can imress the Chaiynan of the
Bourd scoordingly!. .
iteoDavies admitted, se the lotter indicatedy thet he had eviourly
mentioned Nr.Deme 3w his correepondence vwith Ix.Hosh
Benjumin Joseph Lee Merdhant wnd Importer, of Melbourne end
Kelaboesa, Jave, geve evidence thot he had been in the eugur
buciness foy some yearz, ond theat lr.Davies hod suggested to him
that he was in s poeition to influence sugar business, and could
furnish detee on which the Governmehi were likely to entoxsasn
ywotutions for eugar. kr.Davien gave Mr,Lee to understund thut
he wse friendly vilth Mr.Deane. An interview wae arranged with
Mr.Doane who sald that if he {(Lee} could quote suger st « lower
price than his competitors there wae no reason vhy he should not

got the duziness. Hr.lee informed the Commitles that there
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war 1o euggention of any srrangement by which Mr.leene should
fnacolally bencfiy othervise he [Lee) would have had nothing to

40 With the business, An syrongenentx wae wode hetween liwesys.Lee
one Davien,with the apyroval of I Duvies'pertoer,ir.icther,that if
any busingsR in tuger resulted Mr.Duvies wes t0 have half the profits.
The axyongement wms ot xedunced to writing, Mr.Devies ozplsined
‘thot e 4id not care to reduse the Mnminess to writing as he was
1isely to have ume apsietance from Nre.Desne in putting his yuotations
hoXors the Govermment anmd that ho felt the poeition wae & deligate
one e HreLae shated Yo the Onummittee thot ke 4id not attach auy
sinicter euggeptlon to thiz explanation e bhe undsrstcod lessrs.Desne
aad Devied vers rersonsl frhenis. The vitness thon recapitulated
in detail how he ksl gore to Jows and bought suger,bub thet Hr.Doviee
had given him to wnieratani thoe Goverzment had furned down their

offera,  Me,Leo thqn sppromched the Govormment direstly by lavter Aes
without %‘. pUme :

——
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1 Jexoival Edger Doene was exaemined by the Comslttee, Hs '
aaid\ﬂnx ho had knovn Mr,Davios all his life. JHe (Deans) hed not
taken*part in an official ocapsoity in the control of any sugar

: h
oprétione. Ho adnittied that he had made the pencll emendations on

a dwuft of tho lettor addressed by Mr.Devies to the Frime Minister on
30th. Decouber,1920. Ho medo the alterations in oonformity with the
position as estated to him verbally by Mr.Davies, He had acted
einilerly on many other occacione to holp the persons concerned to
put their position more olearly,more maturally emi more bhriefly.
Mr.Davies in writing as he had to Mr.Nesh regurding him (Demne) had
sbuced his frieniship ond used his nume &8 caritel. The letter
referring to kim (Dezne) contained two liea, He had not. been
transférred and the Suger Board had been in control for some
considexrzble time.

MNr.A.VY.B,Mather,partner of Mr.Dsvies in the motor agenay,
geve evidence,but supplied no informstion of any moment on the
sugnr transsctions of the Govermment,

Owing to the limitations imposed upon the Committee by the
Statute under which ite work is oarried on,the Committiee hag been
unable to completely investikate certain phases of this matier.

So far as the Commonwealth accounts =re concerned the
commitfu hae disgovered no overcharges or irregulerities in

conngotion with the #ransunotions.

JedaFORLER
K ¥ oBo RERROU.
- T4 8BTS
Ha¥e0MARTIN.
Ta B WEST
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