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FOURTH GENERAL REPORT

BY THE

JOINT COMMITTEE OF PUBLIC ACCOUNTS.

INTRODUCTORY.

The Fifth Joint Committee of Public Accounts, at the request of the Fourth Committee,
has the honour to snbmit the following Report of that Committee’s proceedings during the term

of its appointment.
MEMBERS OF THE COMMITTEE.

. On 1st March, 1923, Senators William Kinsey Bolton, C.B.E., V.D., Richard Buzacott,
and John Dunlop Millen were appointed members of the Committee.

On 9th March, 1923, the following members of the House of Representatives were appointed
members of the Committee :—Messrs. James (arfield Bayley, James Edward Fenton, James
Aitchison Jobnston Hunter, Norman John Oswald Makin, Walter Moffitt Marks, Thomas Paterson,
and John Rdward West.

These appointments were published in Commonawealth Gazette No. 21 of 22nd March, 1923.

At the first meeting of the Committee, held on 14th March, 1923, J. G. Bayley, Esquire,
M.P., was elected Chairman, and J. E. Fenton, Esquire, M.P., Vice-Chairman.

On 30th June, 1923, Senators Bolton and Buzacott, who had failed to secure their return
as members of the Senate, ceased to be members of the Committee, and on 28th June, 1923,
Senator Millen resigned from the Committee. :

On 5th July, 1923, Scnators Benjarnin Benny, Horold Edward Elliott, C.B.,, O.M.G.,
D.S.0., D.0.M., and Edward Needham were appointed tu fill these vacancies on the Committee.

The following changes in the personnel of the Committee also oceurred :—

On 20th August, 1924, Senator Hattil Spencer Foll was appointed to the vacancy caused
by the resignation of Senator Benny; on 10th October, 1924, Senator Walter Kinggmill was
appointed vice Senator Flliots ; and on 9th July, 1925, John Henry Prowse, Esquire, M.P., was
appointed in place of Mr, Flunter. '

MEETINGS OF THE COMMITTEE.

The first meeting of the Committee was held on 14th March, 1923, and the last meeting
on 23rd September, 1925. Shortly afterwards the House of Representatives was dissolved and
Senators were discharged from attendance.

During its term the Committee held 316 meetings at various places, as under :—

Brisbane

Canberra

Crib Point
Duntroon?

Tpswich

Jervis Bay

Latrobe

Launceston

Lithgow

Melbourpre
Newcastle

Newnes

Popo, Papua

Port Moresby, Papua .
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and examined 169 witnesses. s@‘&Q

In conducting its investigations the Committee made many inspections. w Lad e
referred to in its various reports, and in the course of el

13,636 miles by rail, 4,739 miles by water, and 958 miles by
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_ INQUIRIES COMPLETHED.
The Committee submitted to both Houses of Parliament the following Reports :—

Third General Report.
Expenditure on Air Services.
War Service Homes Disposals.
Lithgow Housing Scheme.
Canberra Housing.

Expenditure on Munitions Supply.
Expenditure on the Royal Australian Naval College and the Royal Military College.

Certain Transactions between the Co-operative Hstates Limited, of Hobart, and the
War Service Homes Commission. '

Expenditure on Oil Exploration, Development, Refining, &c., in the Commonwealth
and Papua (Part I.—Introduction, Committee’s Proceedings, Oil Hxploration
Work in Papua, Oil Exploration Work in Australia).

The investigation of Certain Transactions between the Co-operative Estates Limited, of
Hobart, and the War Service Homes Commission, and certain phases of the Canberra Housing
question were undertaken by the Committee at the request of the Government.

When the dissolution of the Ninth Parliament was announced, the Committee had
hand the preparation of Part H. of its Report on the Expenditure on Oil Exploration, Development,
Refining, &e., in the Commonwealth and Papua, which part was to deal with Shale Oil, Liquid
Fuels, Power Aleohol, &c., and the Commonwealth Oil Refineries Limited, but owing to the limited
time at its disposal the Committee was unable to complete this part. In view of the fact, however,
that much valuable evidence and information concerning the subject matters of the inquiry had
heen collected, the Committee placed on record, at its last meeting, the following resolution :—

“That it be a recommendation to the incoming Committee that the investigation
of the Expenditure on Oil Exploration, Development, Refining, &c., in the Commonwealth
and Papua be continued and completed.”

SUMMARY OF REPORTS PRESENTED.
THirD GENERAL REPORT.
(Report dated 15th March, 1923.)

The Third General Report outlined the work of the Third Committee, and gave an epitome
of the various reports presented to Parliament by that Committee.

EXPENDITURE UPON AIR SERVICES.
(Report dated 23ch Jume, 1923.)

Aviation now occupies an important position both in the development of a country and in
its defence ; and as large amounts of public money had been voted by Parliament towards Air
Services, the Public Accounts Committee undertook an investigation of this expenditure to
agcertain if the money so voted was being spent to the best advantage. HEvidence was heard
from the principal Naval, Military, Air Force, and Munitions Supply Officers, the Controller of
Civil Aviation, representatives of companies engaged in aerial enterprises in the Commonwealth,
and others interested in the progress of aviation. The Committee reviewed the activities of the
Royal Australian Air Force and the development of civil aviation in Australia, both by
governmental and private enterprige, and discussed the necessity for their greater expansion, as
well as the desirability of the local manufacture of aircraft.

The organization of the Royal Australian Air Force was found to comprise—Head-Quarters
at Victoria Barracks, Melbourne, and one station located at Point Cook, Victoria, consisting of
Station Head-Quarters, Flying Training School, Aircratt Dépot, and Mixed Landplane Squadron.
Areas of land for Air Force purposes were also held at Laverton and Corio Bay, Victoria, and at
Richmond, New South Wales. The approved establishment of the Force was 53 officers and
300 airmen, but its actual strength was 49 officers and 296 airmen. In addition to the
Naval, Military, and Air Force Officers there were also received at Point Cook civilians for training

ats for employment with companies engaged in civil aviation in Australia., Qualified pilots
w emplo: - <haut to be ernloved by these companies were also given refresher courses
= charge wag made for the training received,
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The Conimiittee alio ascértained bhat much work had beett accomplished in the surveying
of aierial routes, both for strategic and commercial purposes, Wiribers of areas of lalid had been
acquired along approved routes, and considerable sums had beén expifided in the preparation of
landihg grounds. Two aerial mail fervices weore in successful opétation, and further services
weré iit conternplation.

The evidence placed before the Comrtittee, togethér with its own observations, Satisfied
it that the developient of the Air Foree was éssential for the safety of Australia, bt that financial
considerations had preverted its gréater expansion. Whilst the Comnittoee vas of opinion that
such motiey as had been provided liad, on tt:e whole, been wisely expended, the existing Air Force
coiid not be régarded as by any means sufficient for this island contineht. It was retdgnized,
however, that the whole question of Air Defence had to be considered in conjunction. with and in
relation to the naval and military requirethents of Australia.

Thioughoiit its investigation the Comtnitbee had Been impressed with thé keetiness. and
eatnestness displayed by all those connected, with the Air Services of Australia, but it fourid that,
although the existing schefiie provided for the effective co-ordination of the Naval, Milibary, and
Civil. bratiches, its admithistrition Was hiampered by the absence of an Air Diefence Aok ({ia' éd to
provide the necessary power to constitiite all Air Force dishinich from the Naval atd Milithry
Forces, dhd to facilitate its effective condiict. The Committee therefore recommended the sarly
enactment of such a meagtre.

Concerning the large quantities of valuable Air Force cquipment which had been

accumulated by gift frora the Tmperial Government and by purchase, and vhich was found to be.
stored under piimitive conditions, the Corhmittee considered that if proper use were to be made
of sich. equipment adequate housing shofzld be provided. Some of the itetns of general htility
included in the equipment—such as ambulances and motor lorties—were being made available
t6 other branches or Departments. Thissystem commended itself to the Committee, as it permitted
stocks to be turned over and, where Heceigary, to be replaced by more modern articles,
‘ The utilization of Air Force Officers aitd iifichires for civil avidtion puiposes was stiggested,
but the Cominitteb recognized thit although civil aviation whs & valitdble factor in defeice, wir
machihes vere neitlier éconbmical nor siitable fot civil work, dnd tHat the intensive traifiihg
required for Ait Force Officers did hot Permit bf their participstion ifl commercial activites.

It vas apparent to the Committee that, although the pbssii)i]ities of aviation in Ajlstra,]ia
were Infinite, and that much valuable pioneering work was being perforried, civil aviation could
not, during the initial stages, be regarded as a commercial proposition: and it was of opinion
that the existing system of inviting tenders for proposed services over approved routes and
requiring tenderers to indicate the amount of subsidy expected, was the best means of affording
assistance. The Committee ascertained that current contracts with the Commonwealth were
for a period of twelve months onily, buit iii view of the aiiiouiit of capital and expense involved it
considered that a longer period wolld be ote éncourdging, and offer greater inducements for
contractors to extend their activities. At tha same time jt was realized that the effective spending
of Government subsidies could not be secured in any undertaking uriless the recipients themselves
were prepared to risk their own resources and make every endeavour to become gelf-supporting.

Three nembers of the Uotnitiittes, however. were of Gpinion that, as the Coitiriiotiweslth
mdiritained & Civil Aviation Branch and had to pay latgé subsidies to coiitractors, as well as
undértaking the surveying of all mail toutes shd the purchasing or ledsing of landing grounds,
the Government itself should ecarry oiit aerial services. These metnbers cotigidersd thdt the
initiation of such a system would lead to greater co-operation betweeti the Navil, Militity, ahd
Civil branches.

In the opinion of the Committee the growing impurtance of aviation for plirpuses of défence
made it essential thet Australia shoyld, as far as possible, be self-contained in the _ma;nuia',otul:q of
acroplanes ; and it found that, whilst initial difficulties woild b excotintered, the manufdctiire
of aitcraft, as distinct from the engines, miglit be successfiilly accomplished in Australia, but not
for some time on a payable basis ; and, further, that tle production of ehgines, though shown o
be possible, could not be regarded as a coniinercial undertaking, After reviewilly varicus
alternatives, the Committee concluded that thie best results would be nbtained hy setting up,
in conjunction with a research establishment, a parent Government factory, well stocked with
the necessary raw matetials peridifig theit ultithite local productioti, which would be fesponsible
for experimental and developmendal vork, and for the organization of engiriesting works thtotighout
the country, so that ih tiine of eéhergeéncy the whole strength of Atistralia’s enginde g capacity
could be readily tuined to the efficlent productiott of Défefice requirerients, Reéseaich into the

¥, 2584.—2 '
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possibilities of Australia providing the metals, alloys, and other materials required was considered
bv the Committee to be eminently a governmental responsibility. and one which ghould receive
immediate and serious consideration. .

Three members of the Committee were of opinion that for the manufacture of aeroplanes
and aeroplane engines sections in Government workshops in. various parts of Australia should be
vrganized and equipped to provide for an emergency.

Since the presentation of the Committee’s Report to Parhiament increased attention has
been given to the Air Services of Australia. On lst September, 1923, assent was given to the
Air Force Act 1923, constituting the Royal Australian Air Force as¢ an autonomous arm of the
Defence Forces of the Commonwealth, and giving power to make regulations for its administration.

. The strength of the Royal Australian Air Force has been incres sed, and additional squadrons
have Deen created : a No. 2 Station has been established at Richmond, New South Wales,
and an Experimental Station at Randwick. New South Wales. '

© Hteps have been taken to create a (itizen Air Foree, and a number of officers and airmen
i heing trained. = . _

The establichment of an Aircraft Dépét at Laverton, Vietoria, which will provide store
buildings, hangars, and accommodation {or personnel, has heen comumenced, and it 1s anticipated
that the Dépdt will be veady for occupation early in 1926.

Contracts have been let for the teconditioning of various items of aireraft equipment,
including aeroplanes, aero-engines, and motor fransport vehicles. In the case of the aeroplanes
‘and engines, the reconditioning contracte called for stripping and complete re-building. Muéh
valuable experience in aircraft construction has thereby been gained. An experimental section
in connexion with the Royal Australian Air Force has been set up, and the cougtruction of an
experimental flying boat, designed by-an officer of the Royal Australian Air Force, has been
completed. Anstralian timbers and other local materials have been used almost entirely in its
construction, and much useful data have been obtained.

At the time of the Committee’s Report two aerial mail services were it operatioli under
yearly contracts. These services covered 1,195 miles in Western Augtralia— from teraldton to
Derby, and 560 miles in Queensland-—from Charleville to Cloncurry.  Five services are now being
conducted under three-year contracts. The Western Australian route extends from Perth to
Derby, 1.442 miles; and  the Queensland service from Charleville to (amooweal-—a total of
825 miles : whilst the three new services comprise—-Adelaide to Cootamundra, via Mildura,
Hay and Narrandera-—373 miles ; Broken Hill to Mildura —189 miles ; and Melbourne to Hay,
via Echuca and Deniliquin—233 miles. ]

To further encourage civil aviation it has lately been decided to subsidize the traming
of civil pilots who are members of aero clubs, and certain machines are to he made available to
the clubs for the use and nstruction of their members.

War Service Homes Disposars.
(Report duled 22nd August, 1923.)

In the Final Report by the Third Joint Committee of Public Accounts upon the War Nervice
Homes Commission, reference was made to the losses which it was anticipated would follow the
(fovernment’s change of policy concerning the War Service Homes scheme, whereby- all
constructional work by das labour was to cease. and limited biulding operations were to be carried
out under the contract gystem, or were to be handed over to such State organizations as would
undertale the erection of the houses. In view of the extensive loss of public money which appeared
inevitable from what was practically the compulsory realization of many assets of the Clommission,
the Fourth Joint Committee of Public Accounts deemed it essential to continue the investigation
of the previous Committee, and to go further into this phase of the operations of the War Service
Honies Commission.

: To carry out the work of disposing of the various assets there was created a Central
Disposals Board, practically independent of the Commissioner and his depaties, which took
over all stocks from the ('ommissioner; whilst in New South Wales, (Jueensland, Western
Australia, and Tasmania subsidiary Boards were appointed fo snpervise and conduct the pales.
In Victoria this work was performed by the Central Board. '

The principal assets of the Commission which became availeble for sale throuyh the change
of policy comprised :—

Tinder Areas and Sww Mills in Queensland—the purchase of which had already fermed
the subject of a Report by the Public Accounts Committee—Parliamentary Paper 1920, No. 8Z.
The properties originally acquired comprised timber "areas and saw-mills at Capungre and
Beawdegert, with all the working plant, framways, &c., and joinery works at South Dricbane.
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purchaged from Lahevs Linited for the san of £243,600 ; and timber areas at Beaudesert,
Blackbutt, Killatney. Bmu Vale, and Samford, with three saw-Inills-—bought frem Mr. J. F.
Brett for £220,000, in addition to which Mr. Brett was given the right. to the “ tops ” on all the
properties acquived from both vendors. The *“tops™ were subsequently re-purchased by the-
Commission from-Mr. Brett for £20,000. '

Owing to the change in policy practically the wlole of these Queensland properties had
been standing idle since the time of purchase. The joinery works, after being leased for some
months, were sold at the price paid for them. Tenders were called early in 1921 for the working
of the timber properties, but none was accepted. One of the Kiliarney mills had been leased ;
a few of the timber areas had been sold : some with short-dated leases had been et on royalties ;
whilst one area had Japsed on aceount of the Commission’s failure to exercise its option of renewal.
Two offers were made by Lahevs Limited to take back the properties sold by them to the

o

Commonrrealth, but neither was considered satisfactory.

At the time of the Committee’s investigation tenders fer the sale of the saw-milly at
(‘anungra, Beaudesert, Kmu Vale, and Killarney, the surrounding freehold land, and the standing
timber thereon were under consgideration.

Building Material-—comprisiag lerge quantities of timber, joinerv, hardware, iron piping,
paints and oils, cement, bricks, tiles, &c.. in the various States. The value of such material
taken over by the Disposals Board totalled £1,080.673.

Dépits and Plant—vhich had been acquired to conduct the da y-labowr operations of the
Commission. The value of dépéts and plant taken on charge by the Disposals Board was sct
down at £65,539.

Building Lond—-compriging, at the time of the Committee’s investigation, 8,524 allotinents,

the purchase price of which had been £412,000.

Unallotted Houses - -numbering at 30th June, 1923, 204, rcpresenting a cost to the Comtnission
of £150,403.

Another of the problewws associated with the change of policy was the question of contracis
and arrangements for supplies of various building materials cntered into by the Commissioner.
The work of iuvestigating these contracts. negotiating with the contractors, and advising the
Minister concerning the action to be taken was conducted by the Business Adviser, who was also
Chairman of the Central Disposals Board. In some instances contracts were terminated, but
In many cases contractors refused to release the Commisgion, which had then either to accept
deliveries or pay compensation. ‘

At the time of the Committee’s investigation the total amount of compensation which
had been peid by the Commission was £148,986. Included in this amount was the sum of £10,000,
representing mouneys paid to Messrs. R. Driver and ( ‘ompany, which were to be dedueted from
the amount of any averd made in his favour. The total amount awarded to Messrs. 1. Driver
and Compary by the Arhitrators in this cage was £122,831 14s. 8d., and although the Commission
disputed the decision for some time in the Jaw courts the award wvas ipheld and the 2roount paid
over. This verdict agaiust the Commission was puincipally due to the non-acceptance af »
recommendation by the Joint Committee of Public Accounts in its Report on the Purchase of
Saw-mills and Timber Areas in Victoria, wherein it was indicated that in the event of a new
contract being entered intc with this firm, it should be supulated that ©* current market rates ”
meant = sawmillers’ wholesale rates,” for on the interpretation of the former phrage rested the
expensive litigation which followed. '

In presenting its Keport on War Service Homes Digposals the Committee indicated vhut
the realization of the assets of the Commission which had been necessitated solely by the drastic
change of Government policy had not reached finalitv, and intimated that still further losse:
must be expected. _ '

The Committer was of opinion that although. the necessity for retaining the (Queensland
timber properiies and inills, which st the outset had given promise of substantial savings, had
ceaged to exivt, the vapidly-diminishing areas of hoop-pine country in Queensland made it advisable
for the Government to retain at least the freehold timber-bearing areas, as they were an
asset which must undoubtedly appreciate in value.

The Committee found that when the Commis.doner embarked on his ambitious building
project he did so without teking into consideration the emount of lsbour and material available,
Though a wsving on prevailing market vates had been shown on much of the material, prices’
were then on the crest of a wave, and a fall was imminent. With the change of policy, accumulated
stocks had to be disposed of on a rapidly-falling market, and the Commission. with all other
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scllers, had to face heavy losses, The Committee was of opinion that the expenses incurred
in the disposal work were out of all proportion to the results achieved, and it considered that
the creation of a separate and expensive organization to eftect sales was quite nnnecessary.

The Committee recommended that such areas of land as were not likely to be required
for War Service Homes purposes should be gradually and judicivusly placed on the market, and
disposed of on terms sufficiently liberal to enable artisans and others of limited means to acquire
a block for the ultimate erection of their own homes.

The Committee considered the fact that the Commission had so many unallotted houses
on hand a grave reflestion on the judgment of those responsible for their erection. It approved
of the action being taken to dispose of the houses by advertising them for sale-—preference of
course being given to returned soldiers and others eligible to receive tiie benefits of tre provisions
of the War Service Homes Act.

Since the presentation of the Committee’s Report the remaining timber properties in
Quecnsland have been sold. With the exception of Canungra, which was disposed of by public
tender in ome lot, all the properties were offered in small lots at public auction. All building
material and the dépdts have also been disposed of. The land not required for War Service Homes
purposes has been placed on the open maiket through the Department of Home and Territortes,
and a fair quantity has already been sold on ordinary subdivisionsl terms. The dieposal of
unallotted houses has, however, presented difficulties, and numbers yet remain on the hands
of the Commission for sale.

The losses sustained through these transactions have been published from ftime to time
in the financial statements accompanying annual reports of the War Service Homes Commission.

Litacow HousiNg SCHEME,
(Report dated 27¢h March, 1924.)

During the War, when the Small Arms Factory was working at high pressure, the question
of housing the workmen was a very serious problem. Owing to the scarcity of houses in Lithgow
it was almost impossible for employees to secure accommodation, and in consequence the manage-
ment found it extremely hard to retain experienced and competent men. The Commonwealth
(overnment thereupon resolved to proceed with a housing scheme. An area of 130 acres adjacent
to the Factory was acquired, and was subdivided into about 400 allotments, with provision for
roads, playgrounds, garden plots, &c:, and 100 cottages of varying types end sizes were erected.
The tutal cost was approximately £79,587, which mcluded land, tree-plenting, and accessory
services—such as water supply, sewerage, roads, storm-water drainage, and electric light. The
houses have been connected with the water supply and sewerage systems of the town of Lithgow.
These services were executed by the local council, and the Commonwealth pays to the municipality
the equivalent of rates on account of thess utilitics. It was intended to connect the vettlement
with the town gas supply, and gas fittings were installed in the cottages, but notwithstanding
repeated representations by the Commonwealth the municipal authezities failed to make good
their promises, and statéd that the settlement could not be supplied until the gas works were
extended. Subsequently a poll of ratepayers decided nguinst sach an extension, and in consequence
the oceupants had to depend upon oil lemps or other illuminants, and the streets remained
unlighted. Later the town installed an electric lighting system, and the Couneil wag vrged to
extend the main to the Littleton Village, as the settlement wag called. The Cominonwealth was
finally forced to do this at its own expense, on an arrangement by which the Ceunail will purchage
gradually such lengths of the main as the development of the town will warrant. The work of
forming roads, kerbing, guttering and stieet channelling was undertaken by the Lithgow Council,
which agreed to pay-half the cost. Owing to lack of progress, the Department had eventually
to take over the work and carry it out, on the understanding that Lalf the cost to be contributed
by the Council would be reimbursed by periodical deductions from the annual payments made
by the Cummonwealth to the Council by way of municipal and general rates.

The Joint Committee of Public Accounts, whilst in Lithgow in connexion with an
investigation of the expenditure on Munitions Supply, took the opportunity of inspecting the
Littleton Village and hearing evidence concerning the scheme, as 1t was recognized that such
information might be of assistance in considering the housing question of the Federal Capital—
a matter which wag then before the Committee.

The Committee found that difficulties due to war conditions, combined with a shortage of
labour and material, had hampered the progress of erecting these cottages, and in consequence
they were not available until the urgent need for them had passed. At first ~he houses were
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sought after by the employees, but a change in Dafence policy, by which the output of the
Factory was greatly decreased, caused considerable veduction in the staff, and as a result it was
found necessary to accept suitable members of the general public as tenants. It could not,
therefore, be said that the Lithgow Housing Scheme had served itr purpose, and it was significant
that six monthg before even the contract for the erection of the cottages had been signed by the
Works and Railways Department, the Minister for Defence had issued instruetions to reduce
considerably the output of rifles from the Factory.

In view, however, of the possible futirre activity of the Small Arms Factory, and the

proposed establishment of a machine gun and pistol section, the Conmittee was of opinion that
the Commonwealth should retain the ownership of the houges.

On visiting the settlement, the Committee was struck by its neglected and unattractive
appearance, atr, generally speaking, inspection confirmed complaints voiced by the occupants,
and indicated inadequate supervision during construction. The amount which it had been found
necessary to expend on repairg and maintenance during the first three years of the life of the
cottages constituted, in the opinion of the Commiittee, & grave reflection on the manner in which
they had been built. Moreover, the land acquired had a decided slope in one direction, and as
the houses had been built on the lower levels difficulty had been experienced in coping with storm
water. Infew cases had any attempt been made to plant a garden, but the Committee considered
that this was not surprising when it was found that the Teserves provided in the layout were
merely barren patches of vacant land.

As a result of its investigations, the Comrnittee recomniended that early action should be
taken to make the general appearance of the settlement more attractive by repairing the fencing
aud painting the cottages. The defects in eonstruction should be remedied, and adequate means
provided to dispose of storm water. It was considered that the planting of the reserves woulkd
be an incentive to the householders to similarly improve their allotments.

The Committee was of opinion that the finances of the Lithgow Housing Scheme should
be placed on a strictly commereial basis, and recommended that a Tﬁ*ust Fund be established for
that purpose, end that Parliansent be furnished annually with a report and statement of accounts
concerning the Scheme.,

The Committee was informed that the following basis had been adopted by the 'Fentative
Board of Clontrol of the Lithgow Fousing Scheme for assessing rentals :— '

Interest on capital outlay, 5 per eent. en actual cost of building, engineering services,
and land.

Maintenance st 1 per cent. per annum on building.

Insurance of building at 4s. 4d. per cent. per annun.

Kquivalent of water rate, 10s. per residence.

Equivalent of sewerage rate, 26s. per residence.

Kquivalent of municipal general rate, meluding lighting, 14s. 9d. per residence.

Sinking fund on basis of 40 vears’ life, at 5 per cent., £0.828 per £100.

Overhead ard management expenses, # per cent. on total cost.

The cost of the park aress was distributed over the residential blocks, aud the total cost
of the enginearing services was divided by the number of residentinl blocks to obtain the proportion
chargeable to each.

In fixing the renials for the various residences, the scale above referred o wag regardet ds
& mimmum, aad shght ircresses were made for different houses of the samie clugs, dccording to
location or other advamtrges. The rentals for the three types of houtses weve approximately as
follows :—
Type “ A.”—Semi detached, two reoms, kitchen, bathroom, laundey, and pantry,
14s. 6d. per week.
Trpe “ B.”—Detached, three rooms, kitchen, bathroom, laundry, and pantry, 17s. 9d;
to 19s. per week.
Type “ C.”"—Detached, four rooms, kitchen, bathroom, laumdry. and pantry, 2fs. 3d,
to 22s. 3d. per weck.

The houses were let on a fortnightly teneney, subjeet to the signing of o simple 'aeknow}edgmmt
of tenancy form.

A reduciion in reni was suggested to the Committee by representatives of the occupiets,
but the €ommittee considered, in view of the estty completion of the electrie hight and other
services, that existing rentsks should met be veried, as they were not disproposfienate 0 the
aecommocation provided,
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To improve the appearance of the settiement, repairs and painiing of the fences have since
been carried out. Owing to lack of funds, however, planting of the reserves has not been done,
but. an annual competition, with prizes for the best kept gardens, has been instituted to stimulate
an interest among temants in the appearance of the village. The completion of the accessory
engineering services has had the effect anticipated, as all the cottages have been ocoupied for
some time, about 50 per cent. being tenanted by factory employees and 50 per cent. by members
of the general public. TheTe iy at present a waiting list of applicants for the cottages, and i
allotting the houses preference is given to employees of the Commonwealth.

No decigion hag, however, vet been given as to whether the cottages should continue to be
leased or whethe: they should be sold. The appointment of a permarnent Board of Contirol and
the establishment of 4 Trass [Fund are contingent upon the decision as to the future ownership
of the cottages.

(aneErrA HoOUSING.
(Report doted 28th March, 1924.)

In view of the contemplated early transfer of the Seat of Government to Canberra, the
Joint Committee of Public Accounts decided to investigate certain phases of expenditure in
connexion with the establishment of the Federal Capital, particularly those concerning the housing
question, Almost coincident with this decision the Committee received a request from. the
Minister for Home and Territories for its views regarding rentals which should: be charged for
houses erected for the accommodation of officers whose duties necessitated their permanent
residence at Canberra. The Minister explained to the Committee that in assessing the rentals
charged for dwellings erected by the Commonwealth, a deduction of 25 per cent. from the
estimated annual value had been made, the decision authorizing this reduction having been
based upon. a consideration of the increased costs of construction at Canberra, and of the fact
that most of the tenants were officers or employees not in receipt of large incomes. ~ Whilst the
number of cottages constructed for occupancy by officers was not large, the effect of such
reduction in rent was not considerable, but as many houses had to be huilt ‘prior to the transfer
of Parliamentary and Governmental activities to the Federal Capital, it appeared to the Minister
necessary that the question of rental should be placed on some permanent and fair basis.

The actual basis upon which rentals were being paid was as follows - —

Annual value of building, being the amount which at 5 per cent. would in 60 years
- return interest and capital cost of the dwelling.

Maintenance, at 1 per cent. per annum.

Fire insurance, at 4s. per cent. per annum.

Sewerage, 1s. 3d. in the £1 on the assessed annual value.

Water supply, 1s. 3d. in the £1 on the assessed annual vulue.

Annual value of the land, the value of the blocks being set dowu at £100 per quarter

acie.
Rates, 3d. in the £1 on the unimproved value of the land.
Less a rebate of 25 per cent. on the total rental value of the dwelling thas computed.

Under this arrangement tenants are paying between 5 per cent. and 6 per cent. on the cost.

Although the Minister's request applied more particularly to cottages occupied and to be
occupied- by Commonwealth public servants, it was realized that the wider question of the
assessment of rentals at the Federal Capital generally would have to be faced at an early date.
To arrive at a basis for assessing rentals. the Committee recognized the necessity for a- careful
study of the many factors affecting the housing problem-—the tenure and value of the land, the
cost of construction of the houses, and of the provision of the necessary services such as water
supply, sewerage, storm-water drainage, lighting, roads, &c., and the redemption of the costs
of such services by means of rates. '

Evidence was heard concerning these various factors, and information collected regarding
rental bages in other Governmental housing schemes, and the rating systems and amounts levied
for various purposes in typical country towns in New South Wales and Victoria. The Committee
algo heard evidence from officials and workmen regarding the conditions and cost of living at
Canberra as compared with Capital cities, and the other disadvantages of residence there—such
as the expense of annual holidays, and of medical services, the distance from shopping centres,
the lack of facilities for higher education, and the absence of opportunities for placing children
in trades or businesses. '

 In a,p%roachj_ng the question of a basis for assessing rentals, the Committee had to keep
in mind the fact that road-making. water supply. sewerage, storm-water drainage. electric power
and lighting, and other services were being provided ahead of settiement, and bad been designed
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to meet the ultimate needs of a modern city, although in the first decade actual requirements
may be but a fractional part of the completed project. It was obviously impossible, and would
be quite unfair, to expect a small initial population--the majority of whom would be public
servants compulsorily residing at the Seat of Government--to carry the burden.

In a Governmental scheme where no profit was sought, the Committee pointed out that
rentals were dependent mainly on three factors--the value of land, the cost of construction,
imcluding accessory services, and rates.

The acceptance of the policy of only leasehold land in the Federal Territory created a
position unprecedented in Australia, and rendered, in the opinion of the Committee, any forecast
of land values merely speculative. Under the circumstances the assumption of an arbitrary
amount was the only course available, and the sum of £100 per allotment, which had been tentatively
adopted as a hasis for fixing rentals, was considered u reasonable one. Under the Chity Leases
Ordinamce 1921, 90-vear leases were provided for, but during the Commuttee’s investigation
this term was extended to 99 years, with reappraisement at the expiration of twenty years, and
thereafter at the end of every ten vears. The Committee considered, however, that as the
progress of Canberra and the ideas of the general public and business men concerning its land
values were an entirely unknown factor, the first reappraisement should be made at the end of
fifteen years, with a reappraisement at the end of every ten years thereafter. As an inducement to
people to take up leases prior to the transfer of the Seat of Government, the Committee
recommended that in such cases the first reappraisement be made at the end of fifteen vears
from the date when Parliament opens at the Federal Oapital,

The necessity for reducing costs of construction at the Federal Capital was, in the opinion
of the Committee, of paramount importance. and the Committee was emphatic that this could
only be accomplished by thorough co-operation and co-ordination of all activities, and continuity
of policy and execution. The high costs were attributed, not so much to the price of materials
and labour, but to the ahsence of proper accommodation and continuous employment for the
workmen. ‘

In providing residential accommodation, whether in cottages or hostels, the Commonwealth
must maintain a proper standard of comfort and convenience, at the same time paying regard
to the number of persons who will have to be provided for, taking into consideration the amount
of salary received by them. The Committee considered that if workingmen were to be lodged
in the city at all, they must have cheaper houses than could possibly be erected under the existing
system, and recommended that earnest consideration be given to concrete and other methods of
construction. The Committee was also of opinion that as much constructional work would be
carried out by the Commonwealth itself for many years, the provision of adequate accommodation
for those engaged on this work should be undertaken by the (overnment, and it suggested that
if, after trial. the movable cottages then being supplied proved satisfactory, the provision of
further similar structures should be arranged. '

Having regard to the.circumstances under which officials stationed at Canberra were placed,
the Committee recognized that some concession should be made; and, whilst of opinion that
residential accommodation should be maintained on a strictly commercial basis, it considered
that officers lemployed at the Federal Capital during the initial stages of its development should
not be expected to suffer pecuniary loss by reason of their compulsory transfer to the Seat of
Government. The Committee accordingly recommended that a scale of allowances be instituted,
which would compensate them for any such disability.

As the main engineering works for water supply, sewerage. &c., had been installed with
a large ultimate population in view. it was not to be expected that the small initial population
should pay the interest and sinking fund charges on such outlay. The Committes was of opinion
that so far as the early residents of the Capital were concerned, they should bear only a pro rata
charge, calculated on the basis of the population for which the respective engineering works
had been planned. Some loss was inevitable in the initial stages of a scheme of Shis magnitude,
designed many years in advance, but under the Committee’s proposal, the annua) loss on the
services would decreage in proportion to the increase of settlement.

'To encourage prospective residents, including public servants, to become the owners of
their own homes the Committee considered that, at an early stage, a system of financial assistance
should be inaugurated to enable persons to proceed with the erection and purchase of their own
honses.

A copy of this Report, together with the files of the Department of Home and ‘Territories,
was placed in the possession of the Federal Capital Commission on its appointment.  The
Department has been in touch with the Comwission regarding questions of constructional costs
and rents, but until the Commission has had an opportuntty of viewing the results of organization
recently set up to deal economically with the construction of residences in large nwmbers, it does
not desire to comment upon these matters. )
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ExpeNDIruRE oN MUNITIONS SUPPLY.
(Report dated 4th July, 1924.)

Recognizing the importance of Australia being assured of adequate and regular supplies
of taunitions, the Committee investigated the Expenditure on Munitions Supply.

To acquaint itself with the work being accomplished by the Munitions Supply Branch of
the Department of Defence, the Committee visited the Research Laboratories and the various
factories controlled by the Munitions Supply Board. It also saw the work in progress i connexion
with the construetion of new factories at Maribyrnong, and the extensions of the Small Arms
Factory at Lithgow. The opportunity was taken whilst in various States to see the nature of
the work carried out by Government Railway Workshops, and by different private engineering
establishments.

The Committee ascertained that in 1919 a comprehensive report concerning the production
of munitions in Australia was prepared by the Controller-General of Munitions (Mr. A. E.
Leighton), who recommended: that action should be taken to estabhsh in Australia—-

(@) Research Inspection Departments ;

(h). Ammunition Factories ;

(¢) Repair Factories capable of repairing weapons such as rifles, guns, &e., which are
subject to heavy losses in war; such faetories to form a basis for subsequent
development of produetion factories. _

The actual scheme of operations could, however, only be dstertwined by an expression of
(fovernment poliey regarding the strength and nature of the Defence Forces, and what these
forces were desighed o accomplish. The proposals eutlined were estimated to cost £1,203,814,
and were besed on the assumption that military requirements demanded that the factories should
be maintained on a pre-war output. But the arrival of large quantities of military stoves from
abroad brought about a lessening of demand upon existing factories. Further, the drastic
reductions made in the Defence Estimates towards the end of 1921, and the curtailment of the
Universal Training system, necessitated a change in policy. . Up to June, 1922, it had been the
practice to run existing factories largely as trading cencerns. This was costing aboat £700,000
per annum. In order to establish new factories and obtain the necessary plant. tools, equipment,
&c., an additional £400,000 would have heen required, making an annual total of £1,100,000.
But as undor the greatly reduced Defence vote only about £500,000 could be made available
annually, it was decided, with the concurrence of the Military Board, to reduce existing factories
to a nucleus basis, which it was estimated would absorb £200 000 annually, and to allocate the
balance—£100,0000 for experimental work, and for administrative and professional stafls, and
£200,000 towards the construction of new facfories and the purchase of plant and equipment.
These considerations, coupled with the rise 1a building costs-and machinery prices sinee the 1919
scheme was drawn up, dictated a modified programme vhich was approved in 1922.

. Briefly, the difference between the two schemes was that the 1919 proposaks were intended
to meet all the estimated peace requirements of an army ef 300,000 men, whereas the 1922
programme provided nucleus factories of output capacity sufficient to train the staff in the
technigue of manufacture and to act as edueational ingfitutions for commercial establishments
should rapid expansion become necessary. Owing to imcreased prices the modified scheme of
1922 was expected to cost £1,316,280, although the resultant factories would not be so extensive.

The 1922 programme of the Munitions Supply Board. which recsived the endorsement ot
the (Government, was based on the following assumptions :—

(@) That under peace conditions the sum available for Munitions Supply purposes was.
limited to £492,000 pexr annum ;

(b} That the total cost of new constrnetion and establishments as at present propored
was spread over six years ; '

(¢) That existing factories were mointained on a muelevs basis.

The new factories contemplated under (b) comprise the following groups :—

Ordnamce and Shell—For the manufacture of guns (I8 pounders and 4 +5-in. howitzers)

 and carriages ; and shells up to 6-in.

Explosives and Filling.—For the manufacture of T.N.T. (trinitrotoluene) and other

high explosives, and for the filling of shells and fuzes.

Gun Ammumition—For the manufacture of fuzes, cartridge cases, and other non-

ferrous component parts of gun ammunition.

Mashine Guns and Pistols.—For the manufacture of Vickers machine gans, Weblev

revolvers and signal pistols.
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The Committee reviewed the operaiions of the factories which had been established,
viz. :—--(lothing, Cordite, Acetate of Lime. Bmall Arms, Small Arms Ammunition, Harsess,
Saddlery and Leather Accoutrements; and Woollen (loth. The Clothing, Cordite, Sinall Aras,
and Smusll Avins Awmmunition Factories were beiug un on a nuclens hasis, whilst the Acetate of
Lime Factory was being used for the manufacture of power ulcohol for use in Departmeital
motor vehicles. Owing to the lessening of demand for thewr products, the Haress Tactory had
been closed, and the Woollen Cloth Faccory had boen wold.

The Committee was informed that although the manufacture of aeroplanes and aere-

engines had not besn considered in detail b the Munitions Supply Board, there wvas in stock
& majority of the machines required for such work.
_ Other activities of the Muunitions Supply Board reviewed by the Committee included the
Research Faboratories, which, with the Tnspection Department, had been established to
investigate and direct the econonic use of the indust-ial rescurces of the Commonwesalth for
war purposes, and, to act as a school of divection for the factory staffs and manufacturers. The
Laboratories had already rendered general and vseful gervice to various Commonwealth and
State Departments, as well ag to private manufacturers.

The Committee found that the activities of the Inspection Branch were confined practically
to militarv goods, although a certain amount of inspertion was performed for the Air Force.
Very litile work, however, was being done foi the Navy, which insisted upon following the Royal
Navy’s practice of carrying out its own inspection notwithstanding the fact that experienced
men wers available on the Inspection Staff. Althongh the attitude of the Navy might be
considered reasonable so far as explosives were conceined, due to the greater risk on board a ship,
the same argument could not be applied to the inspection of arlicles such as clothing, boots, &c.,
and the Comnmittee recommended that early steps should be taken to co-ordinate the inspection
of requirements for the Naval, Military, and Air Seivices, as contemplated -vhen the Inspestion
Branch was created.

Racognizing that without the necessary raw materials all efforts to produce munitions
would, in time of emergency, be rendered futile, the Committee made special inquiries concerning
the steps boing taken to ensure having within Australia adequate supplies of the matarials
essential in the manufacture of mmunitions, and was assured that special attention was being
devoted o this question by the Munitions Supply Board. The Research Laboratory, with its
scientific and technical staff, had been specially equipped for the purpose of investigating, from:
the munitions standpaint, the resources of Australia in thisdirection. In the case of new manufactures
the greatcr part of the raw materials required for the first year's output hac been ordered from
England. On arrival these goods were to be closely examined with a view to their local
production.

As the Munitions Supply Board wes charged with the provision of stores of all kinds. the
Contract Board, whose duty it was to invite tenders or quotations for all purchases authorized
for the Defence Department, had been placed undes its control. The policy of the Contract
Board was to procure Australisn-made goods wherever possible, snd for thiz purpose a complete
list of narufactuvers and their cavabilities had been compiled. The Coramittee was informed
that althoueh there had been a decided tendency for the New to import goods in preference to
accepting the locally-produced article, this prectice was gradually heing modified.

Another fan-tion of the Contract Board was the disposel of surplus or unservicesble stores
received from the Naval, Military, and Air Forces. The method of their disposal, whether by
auction oc otherwise, was determined by the Board after consideration of the nature and state
nf the zoods, and the probable demand for them.

In its chservations, the Committee pointed out that the primary duty of the people of
the Commonwealth was to deéfend Australia, and if that duty were to be successfully and properly
performed safety in munitions supply was an object of urgent need, and one that should de
attained as quickly as consistent with a reasonable solution of all the problems associated with-
it. Hitherto when Anstralian Forces had been engaged in war they had been supplied with the
major portion of their essential munitions by the British or Allied Forces with whom they had
been associated. But an Australian Defence policy demanded that this coumntry should be in
a position to supply its own munitions of war.

Tn determining the amount to be expended on Defence, including munitions supply, whilst
making adequate provision for the Nation’s security, the danger had to be avoided of involving
the couniry in expense which it might be ill able to bear. A policv once decided upon should
procced systematically fiom vear to year, and should not be departed from unless international
situations created entirely new conditions.’
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1t the required munitions could be made in Australia so much the better, but if our
industiial resources did not promise early production. it would be unwise to permit the Jaudable
desire for seli-containment to stand in the way of efficient defence. Seif-containment, the
Committee added, was, after all, only relative, and advanced with the development of raw
materials and the growth of the manufacturing capabilities of a countrv. At the outset.
therefore, the wisest policy was to concentrate on the manufacture of thoge goods which could
be produced locally, and build up stocks of such goods as must be imported, pending their
ultimate production in Australia.

The Committee was of opinion that the production of munitions to be manufactured in
Australia should be based on local raw materials, and it urged the fullest utilization of the
resources of the Commonwealth in this direction. The research work demanded by such a policy.
and the establishment of a group of factories, controlled by experts and statfcd with trained and
experienced men, where the experimental and developmental work could be carricd out, was
essentially a function of the (Government.

Provisioni for research work having been made, and the Uovermental factories having
been. established, the ('ommittee considered that the organization of all (fovernment and private
engineering workshops throughout Australia should be so arranged that in an emergency the
whole strength of Australia’s engineering capacity could be resdily turned tu the efficient
production of Defence requirements. In the development of such a scheme the Defence
authorities, through their munitions experts, should keep in close touch with those engaged in
the key industries of the Commonwealth in order that they may be made acquainted with the
needs of the Department, and be encouraged to adjust certain methods or processes which would
permit of their works being converted. to munitions plants with the least possible delay.

The Committee was convinced that the munitions supply programme being cartied. out,
viz., the maintenance on. a nucleus basis of existing factories for the manufacture of rifles, cordite,
and small arms ammunition, and aiming at the production within Australia of 18-pdr. guns and
4-5-in. nowitzers, together with their necessarv carriages and shells, and the manufacture of
machine guns and, pistols, had been based on the foregoing considerations, and. represeuted a
decided advance in making Australia more dependent on her own resources. The authorities
anticipated that so far as the newfactories were concerned, there world be no output until 1925,
when. it was considered complete 18-pdr. ammunition would be available, (iuns and carriages
were expected to be-ready in the following year, and complete machine guns during 1927-28.
Even when the buildings and accessory services were completed and the plant installed,
approximately a year would be occupied in developmental and experimental work before
continuous ontput could be assured.

But if this scheme were to function as planned, adherence to the construction programme
was essential. Ab the outiset of the Committee’s investigation it was repestedly emphasized that
much delay had taken place in the provision of the necessary works and buildings, but coincident
with the Committee’s inquiry a conference of officials of the Works and Railways Department
and. of the Manitions Supply Branch was held, as a result of which the work for which money
had been voted by Parliament was greatly expedited. In view of the serious consequences which
would arise from delay, the Committee considered it imperative that special efforts should be
made by the Department of Works and Railwavs to expedite the Munitions Supply Works, and
recommended that +the Works Appropriation for the veas 1924-95 be increased to enable the
deficiency to be made good, and the new works arranged for that vear to he commenced.

Whilst the Committee was generally in accordance with the decision to place on a nucleus basis
those factories which could be used solely for the manufacture of munitions, some of the factories
were -equipped with machinery and plant capable of being put to productive use, and the
Committee was of opinion that it wa< false economy to have valuable machines lving idle, and
statis of skilled workmen eniployed on merely skeleton production, and considered that the
principle of utilizing the existing factories to produce goods required for Gnvermental use should
be further extended, provided. of course, that the functions of the factories as munitions plants
were not unduly interfered ~vith. "

The utilization of the Acetate of Lime Factory for the manufacture of alcohol fuel for the
use of Commonwealth Departments was a case in point, and the Committee was of opinion that
such action was the most useful and practicable which could be adopted to preserve to the
Commonwealth an essential link in the chain of its munitions supply. As well as possessing the
economic advantage of retaining within Australia public money which would otherwise he spent
abroasl, the experience which would be gained by the Defence authorities in the manufacture of
one of the first essentials in modern transport would prove of inestimable value to Australia
should supplies of petrol be cut off in an emergency. It appeured to the Committee, however
that the necessity for a denaturant, which added about 2d. per gallon to the cost of pmr:'er alcohol
produced sotely for Departmental purposes, was unwarrantad. A more economical plan would
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be to utilize, as a denaturant, ether manufactured from the alcohol produced at the factory
itself, and adopt for the control of the use of the spirit such measures as would adequately
safeguard, the revenue and prevent irregularities. '

Hiving in mind Australia’s annual consumption of petrol, and. the vital necessity for fuel
for motor transport, particularly in war time, the Committee recommended that serious con-
sideration be devoted to the question of producing within the Commonwealth greater quantities
of liquid, fuel, and so help to relieve Australia from its present dependence on overseas supplies.

Although not directly associated with the question of prodicing munitions, the problem
of transportation appeared to the Committee to be a matter worthv of reference. Without
efficient and. speedy means for conveying munitions to their required locations in time of need
their production might easily be rendered futile. In Australia railway development was ahead
of roadway construction, but railway commuaication was hamypered by the breaks of gauge and
the great lengths of single line ; whilst many of the lines were not advantageously placed from
a strategical point of view. Construction of roads to provide quick and. reliable means of
communication, particularly for motor vehicles, was now receiving more attention, but much
had yet to be accomplished hefore the needs of the country were met. The Committee was of
opinion that the question of placing the internal ‘sommunications of the Commonwealth on o
sound basis to provide for the adequate defence of Australia demanded early consideration and
prompt action. '

‘ Since the Report of the Committee was presented, substantial progress has been made in
the development of the Munitions Supply scheme along the lines of the programme set out iu
the Report, and there has been & gradual development of local production commensurate with
Defence requirements and. available funds. '

There has been consultation with the Customs Department in connexion with the support
of key industries, and preliminary steps have been taken for the establishment of a Materials
Section, which will investigate sources of supply of materials required in the production of
munitions. In the purchase of Departmental requirements of stores, the policy of preference
to local manufacture has been extended to include items hitherto imported ; and the question
of a co-ordinated Inspection Staff is receiviug consideration.

The provision of the necessary works and buildings has been expedited, and much of the
deficiency in this respect has been made good. 1t is expected that constructional work will be
finishad by the due date, but production will be delayed to some extent. ‘

The utilization of the existing factories for the manufacture of other products has been
considered, but difficulty is experienced in securing orders for products which are within the
capacity of the plants and, at the same time, are not procurable from commercial sources. Full
use, however, i being made of the skilled sections of all factories in the production-of tools and
plant for the new factories under construction. It is anticipated that such work will be available
for some vears to come. .

The Acetate of Lime Factory has continued to produce power alcohol for Commonwealth
purposes ; and the Customs Department has agread to the ehmination of wood naphtha as a
denaturant --with a consequent saving in cost of approximately 2d. per gallon.

The Committee notes, with satisfaction, that the question of improving Australia’s internal
communications is receiving serious attention, and that the Commonwealth purposes granting
substantial assistance to the States for road construction and maintenance. ' '

EXPENDITURE ON THE RovAL AUSTRALIAN Navan CoLLrer AND THE Rovan Mitrrary COLLRGE.
(Report dated 15th August, 1924.)

Having in mind the amount of public money expended in establishing and maintaining
the Royal Australian Naval College and the Royal Military College, the (‘ommittee decided to
investigate the expenditure on these Colleges, to ascertain whether the hest possible value for
the money was being obtained.

These institutions had been established to train cadets to become the officets required
for Australia’s Naval and Military Forces, and in order that every fit Australian boy, who was
physically and mentally qualified, might have an opportunity of entering either of the Colleges,
the Commonwealth Government undertook to bear the whole of the expense of training and
maintaining the cadets from the time of their entry. In this respect these Colleges differ from
every similar Institution in the Kmpire.

The Royal Australian Naval College was established in 1912 at Jervis Bay, in Federal
Territory, and up to the eénd of the financial year 1923 -24, the capital cost had amounted to
£286,273 : and the annually vecurring expenditure, excluding repairs and maintenance, totalled
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£613,496—or -an average of £51,124 per annum. The Royal Military College was established
in 1911 at Duntroon, in the Federal Capital Territory. Up to the end of the financial rear 1923 24
the capital cost of tlhe College had amounted to £222 875, and the annually recursing expenditure,
excluding repairs and maintenance, had totalled £657,062 ; after allowing an amnount of £61,713
represenfing revenue derived by the Collese from ihe treining of cadets for the New Zealand
Government, the average annual cost had been £42,624. The entire cost of upkesn of these
Colleges, however. represented less than 3 per cent. of the total Defencs expenditure, -

At the Royal Australian Naval College provision had been made for the accommodation
of 160 cadets, and at the Royal Military College accommodation for 150 cadets had been provided.
Owing to the Defence retrenchment of 1921-22, numbers of graduates and trainees had been
vetired, and at the tim~ of the Committee’s visit to the Colleges the number of cadets was 44 at
Jervis Bay and 41 at Duntroon, including 4 who after graduating proceeded to Point Cook to be
further trained as officers of the Royal Australian Air Force. These numbers, it was admitted,
were less than the requirements of the Services.

- The stafls employed numbered 118 at Jervis Bay and 80.at Duntroon, and the Committee
was informed that although these stafls could deal with many more cadets than were in training,
they represented the minimum which could he employed without sacrificing efficiency.

As a result of ifs investigations, the Committee was convinced that these establishments
were essential adjuncts to the Defence of Australia. Already doring the brief term of their
existence the prestige of the Royal Australian Naval College and the Royal Military College had
been. well established, rot only in Australia, but thronghout the Empire, and the reputation
‘won. by the graduates, particularly during the War, had gained for these institutions a place
in Australia’s history. Having regard to the small number of cadets being trained. the
Committee was of opinion that the Colleges were being conducted efficiently, and as economically
as circumstances permitted. Certain overhead erpenses had to be met, and the annual cost of
training each student naturally varied according to the number being trained.

Evidence was strongly in favour of the Colleges being kept, 1f possible, purely for the
purpose for which they were originally intended. The Committee, however, recognized that in
these cstablishments the Commonvwealth had valuable assets which could be utilized not only
for the training of those who would eventually lead its Naval, Military, and Air Forces, but for
turning out well-edncated youths who would be able to serve their country in civifian life. The
admission of paying students would not materially reduce the annual cost unless the fees were
unduly high, and would moreover mean a radical departure from the principles upon which the
Colleges had been founded. '

After considering many elternatives, the Committee came to the opinion that the best
results would be achieved by admitting annually moze students than the number of graduates
estimuted $o be requived for the Services, and whilst regarding each of these students as potential
Naval, Military, or Air Force Officers, the final selection would depend upon aptitude £spla.yed
and progress made thoroughout their course, as. well as by a qualifying examination. The
Committee wos infermed that 8C boysrepresented the bestnumber for training at these institutions,
and it recommended that the number of cadets in residence should be brought up to that number

as ea1ly as possible, in crder that a trial be given to the system outlined.

In the event of it being decided not to increase the number of entrants to the Royal
Military College, the Committee considered that & saving might be effected by taking advantage
of the facilities offered hy existing Universities for education in civil subjects, and carrying out
the military training at an appropriate establishment convenient to such an instibution.  The
Committee added that experience alone would determine whether efficiency would be affected
by the adoption of such a course. '

One member of the Committee, however, was of opinion that owing to the inereasing
tendency towards peaceful operations internationally, and reductionis in niilitary and naval vetes
throughout the world, and in view of the small requirements of the Australian Military Forces for
stafl officers, the appropriaiion of the amouri required to continue the activities of the Royal
Military College was not warranted. He considered that the position would be adequately and
satisfactorily met by the adoption of the propousal to utilize the facilities available at the
Universities for educational purposes, and to give the technical military training at some permanent
Defence establisiiment. '

The Committee was of opinion that an increased number of boys from the training ship
H.M.A.8. Tingrra should be admitted annually to the Royal Australian Naval College, provided
they complied with the prescribed conditions. ]
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It was also recommended that when future appointments to the Naval Stafi of the College
were being considered, such appointments should be made from the personnel of the Roysl
Avstralian Navy.

In examining the Estitimates of Kxpenditurs for the Departinent of Defence the Committee
noticed that the Kstimates for the different activities of the Department were submitted to
Parliament in varying forms; e.g.; whilst the pay of the wlhole of the Naval and Civil Staff employed
at the Royal Australian Naval College was shown under the Division of the Estimates relating
to the College, the Divisien—Royal Military College-included the pay of Civil and Executive
Officers only, the pay of the Military Stait being charged under ™ Permanent Forces.” The
Committee considered that the Estimates of lixpexiditure should be subnuitted to Parhament
in a uniform nuannex, and recommended that the pay of membets of the Permanent Naval Forces
on temporary duty at the Naval College should be included under “ Permaneut. Naval Forces.”

During its investigation the Comuiitiee elicited the information that the galaries provided
for the professors and masters at these Colleges compared tinfavorably with those paid for sirmlar
serviees i other educotions] establishments, and that snomalies existed amongst the civil staft
comcerning the participation in superahnuiation bemefits. The Conimittee recommiended that
these questions should receive catly and sympathetic consideration.

Although it was understood that railway communication with the New South Wales
South Coast system at Bombaderry (Nowra), 25 miles distant, would be available when the Naval
College was established, such connexion had not been effected. "The absence of this communication
had been reflécted in the cost of maintaining the College, and the Commonwealth had had to
incur expenditure on the acquisition of a location for a road, and ifs constraction to the point
where it joined an. existing main road. Requests that repairs should be effected to the section
of the road from the end of that constructed by the Commonwealth to the nearest main road—
a distance of about seven miles—which became almest impassable after heavy rains, had not
been favorabiy received. As the Comraonwealth had voted large sums of money to be spent
by the States on road construction, and as the Commonwealth had grounds for believing that
the railway communication would have been established, the Committee considered that a request
to keep the road of approach to the College in a proper state of repair was not uireasonable, and
recommended that it be suggested to the State Government of New South Wales that this road
might be included amoungst those to receive the benefit of the Commonwealth grant.

During its visit to Jervis Bay, the Committee was amazed at the totally inadequate and
insauitary quarters occupied by some members of the civilian stafi. The accommodation. consisted
of hutments built piecemeal from scraps of second-hand material, and were neither rain uor
wind proof. The Committes was informed that, although year affer year officers of the College
had, brought this unsatisfactory state of affairs under notice, and medical officers had repeatediy
reported that these hovels were unfit for habitation and should be burned, it was only within a
few months of the Committee’s visit that approval had been given for the erection of one cottage.
The Committee expressed the opinion that these hutments were a disgrace to the Commonwealth,
and recommended the immediate erection of suitable civilian quarters.

During its inspection of these Colleges, s well as of other Commonwealth properties, the
Committee was surpiised by the lack of attemiion given to the proper maintenance of valuable
works and buildings. The explanation always tendered was that of insuflicient funds, and the
(lommittee Tecommended, that greater attention should be paid to the proper maintenance of
Commonwealth properties, and that necessary repairs should be effected without delay.

An increased nimber of students is now being admitted. to-these institutions—at the Naval
College, fifteen cadets are to be accepted annually, which number, it is anticipated, will be
sufficient to meet the requirements of the Fleet for the next ten years ; and at the Military College
the annual intake is to be raised to 21, so that an establishment of 80 staft cadets should be

reached by next year.

Additional funds have been made available this year to permit of more repair and
maintenance work being eflected at the Colleges. Funds have also been voted for repairs to the
road within the boundaxy of the Naval College, and it is understood that, at the request of the
Commonwealth, the New South Wales Governmeut proposes to allocate portion of the money
granted by the Commonwealth for road eonstruction and maintenance to the repair of the road
between Jervis Bay and Nowra. .

Tmmediate steps were taken afier the pieseniation of the Committec’s Report to improve
the civilian quarters i the Naval College.  Four coitages buve already been erected and it is
proposed to erect three more cottages as soon as funds can be made available.
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(/ERTATN TRANSACTIONS BETWREN THE Co-0PERATIVE KsraThs LaMrrep, o HOBART, AND THE W AR
Service Homes CoMMISSION.

(Report dated 1st October, 1924.)

Consequent upon a promise made in the House of Representatives by the then Minister for
Works and Railwavs (Mr. P. (. Stewart). the Joint Committee of Public Accounts was asked
to inquire into and report upon certain transactions between the Co-operative Estates Limited
and the War Service Homes Commission.

The Co-operative Histates Limited was a company established in Hobart for the purchase
and, subdivision of suburban properties, and whilst not trading as an ordinary building contractor,
it built houses for the purchasers of its subdivided allotments on the Credit Foncier system. The
Companv also held the patent rights for the Wilson Steel Moulding Plant for monolithic hollow-wall
concrete construction.

The Company, hov ever, erected a group of houses near Hobart for the War Service Homes
Commigsion, and whilst this work was in progress it was asked by the Deputy Commissioner for
Tagmania (Mr. W. J. Harle), whether it would negotiate to build on the mainland. At first
it declined. to undertake building operations, but offered to grant a licence to the Commigsion to
build on a royalty basis. Subsequently the Managing Director of the Company (Mr. W. G.
Murchison). wrote to the Deputy Commissioner submitting a proposition whereby the Company
would purchase 225 plants to enable the erection. o 10,000 concrete cottages per annum throughout
the Commonwealth- —provided. the company were financed up to 95 per cent. of the amount of
£135,000 which would be required : '

. Kurther negotiations took place in Sydney, 45 a result of which Mr. Karle. who wasthen
** Bupervising Engineer,” prepared a memorandum under date 11th November, 1919, for the
Commissioner, intimating that he had a big scheme to put up whereby he could build 10,000
cottages per annum by means of this plant, with an estimated saving of anything up to one million
pounds— this matter, however, was to form the subject of a later and more detailed report. For the
purpose of demonstrating the possibilities of the system he desired authority to enter info an
agreement with the company to erect a group of filteen houses with three plants'in Svdney suburbs
-—the Commissioner to advance 90 per cent. of the cost of purchase of the plant, io be repaid at
the rate of £10 per house ; the Commissioner approved of this proposal, and a copy of the
memorandom was supplied to the Company.

Subsequently contravts were entered into for the erection by the Company, near Syduney,
of 15 houses and 64 “ shells,” i.e., the concrete portion of a cottage comprising foundations,
walls and chimneys, To enable the Company to purchase plant to satisfy these contracts, the
Commission advanced moneys, totalling £4,068 2s. 9d., to be repaid at the rate of £10 for each
cottage constructed, on the understanding that should it be decided by the Commission to build
no further houses with the plant, or by the company, the outstanding balance was to be paid
forthwith by the company. . '

During the progress of these contracts, the re-organization of the War Service Howmwes
Uommnssion was being effected, and the change of policy was announced whereby day labour
work and the building of groups ceased, and only single houses for specific applicants were to be
erected by contract. The Company was accordingly invited to tender for works advertised from
time to time by the Commission, but no tenders were received from it.

As the Commission did not propose to let any further contracts to the Uompany under
the original agreements, the amounts advanced by the Commission to the Company became due
on the completion of the current contract, viz, about 10th January, 1922. The first definite
demand for repayment of the ovtstanding balance of the advances was made on 13th April, 1922
and at the same time the Company was miformed that although the Commission could not }wfsep%
any responsibility or liability for the pavment of a claim which had been made hv the Company
for Increases in award rates of wages in connexion with the contract for the erection of the
64 shells. the Commission 'was agreeable to meet the vlaim to the extent of £267 6e. 5., as
an act of grace, provided it was sutisfied after inspection of the (ompany’s books-that a loss had
Treen sustalned, and on condition that the amount be credited to the (ﬁforﬁpanv it reduection of the
moneys owing fo the Commission for ad—ances.

In view of the financial difficulty with which the Company stated it was faced, the
Commission extended the period for repayment of the amount due, and the Company agreed to
pay regulai quarterly instalments of £250. This agreement was not adhered to by the Comy any,
which made further requegts for relief, and asked that the capital liability of the plant sﬁouj(i
be reduced to its actual value at the time building operations ceased for the Commissicn. the
deferment of repayments of principal for twelve months, and the walving of twelve mnonths’
interest. The Minister declined to reopen the question, and as the next instalment was 1ok
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_pa,id, the matter was referred to the Crown Nolicitor. After further correspondence a writ was
tssued, but subsequently it wag ~vithdrawn on the Company undertaking to meet all payments

on due dates, if payment of the first instalmnt were defesred for three months.

AMter two more instalments had been paid, further representations were made on behalf
of the Company, and the next pavment was deferred for thirty days, but in the meantime the
Managing Director waited on the Minister with a request that the pavment of instalments be
deferred for twelve months to enable the (‘ompanv to realize on sonse of its properties.

As the payment due was not made, the Crown Solieitor was instructed to issue a writ for
the balance owing to the Commission. Following further representations on behalf of the Compans .
the Crown Solicitor was informed that if the Company tendered the instalment due together
with interest and costs. he was authorized to aceept the money and withdraw the writ. No
payment being made, the action proceeded, and judgment was sign ed at the sittings of the Supreme.
Clourt ai Hobart in March, 1924, for the amount of the debt. £2,742 5s. 11d.4 interest to 30th
March, 1924, £69 8s. 1d.. and costs, £15 11s. 6d., or a total of £9 827 5s. 6d. Shortly afterwards
the Prime Minister was approached. and it was decided that action to execute the judgment would
be deferred for six months provided that all the Company's créditors agreed, in writing, not to
take legal action during that period. '

It was during this period that the question was referred to the Public Accounts (‘ommittee
for report --the Company claiming that it was led to believe that contracts for the building of a
considerable number of houses would he enteved into, and as those contracts did not eventuate
it was entitled, on a moral basis, to either compensation or to the waiving of the debt.

The Commission claimed that the confracts were definite, ard by their terms showed that
no such inducement v.as held out to the Company. consequentlv the Company was not entitled
to any compensation ox relief from its debt.

On being requested by the Committee to submit a specific claim on behalf of his Company,
M. Murchison presented » statement embodying the following terms -

(1) That the Commission take over the plant.

(2) That a refund be made to the company of all amounts of principal and interest
already paid on account, approximately £3,000.

(8) That a certificate of satisfaction of the judgment be registered in Tasmania.

(4) That the total loss sustained by the company in its Sydney operations be refunded,
amounting to approximately £3,000. ‘

(5) We also claim that alllosses which will be sustained by our purchasers and
sharcholders as a result of the action of the Commission in destroving the
credit of the company should be made good. These losses, if the company
is forced into liquidation. which it certainlv will be unless something is done
by the GGovernment to restore its eredit, will be as follows -~

(n) Share capital, £23,000.
() Prospective profit, £40,000).
() Losses (if any) sustained by purchasers on teris,

This claim revresented, in round figures. £70,000.

But later Mr Murchison informed the Committee that in subwmitting this claima he only
did so formally to place something coricrete hefore the Committee. He added that he made no
arbitrary demand, and was prepared to accept the decision of the Committee as absolute and
final. |
The former Chairman of Directors of the Compuny, Mr. (. M. Johnstone, considered that
this claim was so framed that it would be difficult of assessment ; he was of opinion that & fair
elaim would he - -
(@) remission by the Commission of the balance of the money due :
(1) refund of amounts paid by the company on account of the plans :
(c) compensation to the conipany for losses sustained on the contract for the fifteen
complete houses, and for expenditure incurred at Svdney : . =
(d) a reasonable sum for consequential damage incurred and losses sustained Ly the
company throngh the action of the Commission.
He estimated that a total of approximately £15,000 would cover these claims. Under this
arrangement the Commission would own the plant and pay the company royalties for its use.

‘In presenting its Report, the Committee observed that from the knowledge acquired
during its various investigations of the War Service Homes (lommission it was aware that at the
outset of the scheme the Commigsioner embarked upon an ambitious building programme without
fully taking into consideration the amount of labour and material available. Urged on by public
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and press ctiticism, aid anxious to show results, tlie Commilssioner was eager to avail himself
of any nieans which proiuised the early uchievement of bis desire, and possibly the proposition
put before him in the Supervising Enginee:’s memosandwin of 11th November, 1919, appealed
to him.

The clainis niade by the Conipany were based on what it considered to be a moral obligation
on the pait of the Commoniealth Government in view of the contents of the official memorafidum
addressed to the War Service Homes Commissioner oni 11th November, 1919, wherein the
Supervising Engineer to the Commission forecasted a *‘ big scheme ” for the building of 10,000
houses per annum by means of this Company’s patent plant. But it is clearly indicated in the
memorandum-— & copy of which was supplied to the Company-—that this scheme would form the
subject of a latex andP more detailed report.  Such a report, however, never eventuated.

It was maintained on behalf of the Company that it did not proceed to Sydney as 4 building
contractor, but after reviewing the evidence it appcaied to the Committee that therewas little
doubt that the Company was quite ready to take adventage of the opportunity afforded to
participate in the scheme for the housing of returned soldiers, and was willing to accept any
contracts with the (‘orinission ja the hope that further business would follow. ‘

WhLilst the Committee could not accept the Company’s view that its ‘transactions with
the Commission were responsible for its present unsatisfactory financial position, it considered
that such transactions appedied to have Leen a contiibuting factor. Mr. Mtichison alleged
against the Comunission hostility to his Company and to concrete construction, and harsh
treatment iii the demands for the repayment of the advaiiecs ; the Committee was of opinion,
however, that the evidence did not suppost these assertions.

The claim that the Commonwealth should take ovér the plants was omie which the
Committee considered could not be enteftained. Further, since the Commission’s operations
with the plants had ceased. no supervision appeared t6 have heen exeruvised to see that they had
been kept complete or in good order, and their present value to the Commission would be
problematical.

From & careful eonsideration of the circumstances surrounding the negotiations and
transactions between the Co-operative Estates Limited and the War Service Homes Commission,
it appeared to the Committee that the Company made itself liable for a larger quantity of -plant
than was wise in view of the work actually undertaken, but as the Commission had agreed to
advance 90 per cent. of the cost of such plant, actually made advanceés on a number of plants
which could only be justified by the piospect of further constructional work, and, moreover,
took an active part in obtaining quotations, &c., the Commission was not entirely free from the
allegation of having offered inducements to the Corapany. As a result, the Company undertook
the demonstration work with a reasonatle hope that further business would ensue. Its
subsequent transactions with the Commission no doubt to some dsgree contributed to its present
unsatisfactory financial position, and for some time to come theye appeared to be little hope of
improvement in thig direction. - '

The Committee was of opinion, therefore, that without admitting any responsibility or
liability in the matier, the War Service Hoines Commission should waive the amount owing by
the Co-operative Hstates Limited, give a certificate of satisfaction. for its debt, and permit the
Company to retain possession of the plant for its own use.

Two members of the Commuittee, however, came to the conclusion that the (‘ompany
had neither legal nor moral claim, and they were of opinion that there vas no reason why the debt
owing by the Company to the Uommission should be waived. As it did not appear that the
Company would be able to meet its liability on the expiiation of the period of grace, they
recommended that arrangements should be made for the acceptance of the amount on extended
terms.

The recommendation of the Committee wais subsequently adopted by the Government,
and has been carried into effect.

ExreNDITURE oN Oin. ExprorATION, DiverorMENT, REFINING, &C., IN THE (OMMONWEALTH
AND Parua.
Part I.—Oil Exploration ‘Work in Papua and in Austrslia, -
(Bepoit dated 12th dugust, 1925.)
In view of the hesvy expendifure being incurred in oil exploration wotk in the Commng-
wealth and Papua, and the amount being spent on the development of £he oil industry and in
the refining of oif, the Public Accounts Commitfee instituted an investigation of the expenditure
of the Commonwealth on these varions activitiés. -Recognizing also the importance of adequate
and regular su‘(EJplies of oil being available, if possible; within Australia for industrial ard defence
putposes, the Committee made inquiry as to the steps being taken to achieve the desirable object
of rendering Australia less dependent on outside sources for its requirements of motor spirits,
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fuel and lubricating oils, and similar commodities. The use of petroleum products in Australia
has increagsed fremendously during recent vears, the volume of imports has been correspondingly
great. but the local production of oil has been negligible.
The various subjects dealt with by the Committee during its inquiry were divided into the

following main headings :—

(@) Oil Exploration Work in Papua.

(b) Oil Exploration Work in Australia.

(¢} Shale Oil.

(d) Liquid Fuels, Power Alcohol, &e.

(¢) Commonwealth Oil Refineries Limited.

Part 1., dealing with Oil Exploration Work in. Papua and in Australia, has been presented to
Parliament. But Part II., comprising Shale Oil, Liquid Fuel, Power Alcohol, &c., and the
Commonwealth Oil Refineries Limited, was not completed when Parliament was prorogued. In
view of the importance of the subjects dealt with, the Fourth Committee at its last meeting
placed on record a resolution recommending the incoming Committee to continue and complete

the inquiry.

The investigation of the oil exploration work in Papua covered the operations in that
Territory from 1911, when indications of petroleum were first discovered near the Vailala River,
up to the present time.

At the outset it was intended to permit exploration and development by private enterprise,
but subsequently the Commonwealth Government determined to conduct operations as a national
undertaking. Drillers with exploratory boring plants were sent to Papua, and operations were
commenced along the Vailala River. Shortly afterwerds the services of Dr. Arthur Wade,
Petrolenm Technologist, weie secured to examine the geological features of the oil-bearing areas
in Papua, snd to report as to the method of development which should be adopted. In 1915
Dr. Wade was appointed Director of the Oil Fields in Papua, and continued in active control
until 1919. During that time extensive and detailed geological survey work was carried out
under arduous and exacting conditions, and a number of bores was sunk, in som¢ of which small
quantities of oil were found.

TIn 1920 the Imperial Government consented to co-operate with the Commonwealth in its
search for oil in. the Territory of Papua, and, a8 a result, the Anglo-Persian Oil Company, in
which the British Government holds a controlling interest, was appointed as agent for the two
(overnments to geologically éxplore the Territory for oil, to select suitable sites for test-dnlling,
and to superintend boring operations and generally bring the work to the development stage.
Shortly afterwards the British Government withdrew from the agreement, but the Company
continued as agent for the Commonwealth, under an arrangement terminable on one month’s
notice by either party, whereby the boring operations in. progress were to be continued, and the
expenditure was 1ot to exceed on the average £2,000 per month. As a result of the recommendations
of the Company’s experts, work along the Vailala River was discontinued, and boring operations
were commenced at a location known as Popo, where the geologists considered the prospects of
striking oil in commercial guantities were very promising. Other areas examined by the
Company were also reported to show favorable indications of oil, but it was considered advisable
to thoroughly test the Popo region by boring before proceeding elsewhere.

Much trouble had been experienced in carrying out drilling operations in this country,
abnormal conditions had been met, and special machinery had to be obtained. Two bores at
Popo, which had reached depths of 1,825 feet and 894 feet respectively, had to be abandoned.
At the time of the Committee’s visit the third bore was down 1,348 feet ; subsequent advices
indicated that a depth of 2,375 feet had been reached, but that heavy cavings had buried the
boring tools. Hfforts to pass the obstruction and permit the bore to be carried lower were then
being made. According to geological reports the petroliferous zone should extend from between
92,000 to 3,500 feet below the surface, and it was considered that the bore should at least be
carried right through this zone.

The Committee ascertained that present work in Papua was being carried on under the
direction of Mr. W. G. Langford, the Manager in Papua for the Anglo-Persian Oil Company, and
also the official tepresentative of the Commonwealth Government; and that the expenditure
which bad been incurred since the Anglo-Persian Oil Company took confrol in 1920 up to June
last had totalled £227,256.

As certain allegations and insinuations had been made publicly from time to time
concerning the search for oil in Papua, and the work of the Anglo-Persian Oil Company in
particular, the Committee endeavoured to obtain reliable first-hand information which would
vonfirm, or otherwise, the rumors. As a result of its investigation, and its visit to the scene of
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operations, the Cowmnittee came to the conclusion that there was no justification for the
insinuations that the -Company was not doing its best on behalf of the Commonwealth to find
oil in the Territory. Four members of the Committee expressed the opinion that no evidence
had been adduced to confirm the contention that the Company was not making every effort on
behalf of the Commonwealth Government to find oil in the Territory.

In July, 1923, the policy of conducting exploratory work solely by the Government was
modified, and private individuals or companies <were permitted to prospect for oil in Papua,
except within an area of approximately 1,160 square miles, including the Popo district, which
was reserved for the operations of the Commonwealth Government. Although fourteen licences
to prospect were in existence, the Committee found that, although prospecting work and
geological investigations had been proceeding on some of the areas taken up, no results had been
reported.

Generally speaking, however, the Committee found that according to expert geological
evidence the prospects of oil being discovered in commercial quantities in Papua were hopeful.
But the difficulties of prospecting in a tropical country, and of boring in soft, muddy strata
subject to intense gas pressure, had caused the experimental stages of development to be long
and costly. It was of opinion that the early work along the Vailala River had been carried on
without adequate superintendence, and that there had been lack of co-ordination between the
drilling parties, and apparently profitless expenditure owing to insufficient scientific; knowledge.
With the appointment, in 1915, of Dr. Wade, the position improved, but there did not appear
to the Committee to have been any proper appreciation by those responsible at the Seat of
Government of the importance of the work. For the nine years during which the Commonwealth
itgelf controlled the work in Papua the expenditnre totalled £131,034. Much detailed geological
and geographical knowledge had been acquired, and a small quantity of oil—approximately
2,000 gallons—{rom a number of shallow bores, had been obtained.

With the advent of the Anglo-Persian Oil Company; in 1920, as agents, more extensive
detailed geological survey work was undertaken, and at Popo, where operations were in progress,
three bores had been sunk, but the actual production of oil had been nil. The work was being
conducted for the Government by the Company under an agreement terminable by one month'’s
notice on either side, and when the bore reached a depth below which, in the opinion of the
geologists, there was no possibility of the occurrence of oil, there would arise the question: of
future operations. Should oil be struck, tanks, pipe-lines, and other provision for storage and
for the transport of the crude oil to the refinery would have to be undertaken, and as such work
demanded extensive technical experience the Committee was of opinion that the provision of
such services for and on behalf of the Commonwealth Government should be in the hands of a
Company such as the Anglo-Persian Oil Company, which already had the trained personnel
available. Four members of the Committee. however, were of opinion that in the event of oil
in payable quantities being discovered, it should be the duty of the Commonwealth Government
to at once undertake the storage, transport, refining, and marketing of the product.

Should, unfortunately, oil not be struck in the present bore, the question whether the
gsearch for oil in Papua should be continued would have to be faced. The Committee pointed
out that, compared with the money expended on oil exploration. work in other countries, the
amount already spent in Papua could not be regarded as excessive. As expert geological opinion
concerning oil prospects in Papua was so favorable the Committee was of opinion thut further
prospecting was justifiable and necessary, and it recommended that such work be continued.
Should success be achieved the Commonwealth would then possess a virgin oil field free from
the influence of any of the big oil groups. As the work of searching for oil demanded considerable
financial resourses, and, keen. and experienced technical and geological knowledge, the Committee
considered, that such work could be more properly undertaken by a private company on behalf
of the Commonwealth than as a purely governmental function, and in the Anglo-Persian Oil
Company, with a wealth of such knowledge at its dispossl, is a company which to a major degree
ig an Imperial concern. Four members of the Committee, however, were of opinion that in order
to be absolutely free from the influence of oil combines the Commonwealth Government should, -
under expert advice and assistance, vigorously prosecute the development of oil-bearing areas.

Although at first glance the appointment of Mr. Langford as Commonwealth representative
on the field and local Manager of the Anglo-Persian Oil Company appeared illogical, it had to be
remembered that the company occupied the position of agent of the Commonwealth entrusted
to carrv out certain work. As this officer had had many years’ experience of the field, with a
good record, and possessed the necessary qualifications, there did not appear to the Committee
to be any justification for incurring the expense of having another representative on the field,
especially as the actual work performed for the Commonwealth occupied very little time. Four
members of the Committee, however, regarded the position as unsatisfactory, and considered it
essential that independent supervision should be nreserved.
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To ascertain what steps had been taken to discover likely oil-bearing areas in Australia,
the Committee heard evidence from many expert witnesses. Notwithstanding the rewards which
had, been offered---£50,000 by the Commonwealth, £10,000 by New South ‘Wales, and £5,000 by
South Australia-—uo satisfactory results had yeb been achieved. Dwuring recent years much more
attention has been given to this subjoci, and at the invitation of the Commonwealth
Government Dr. Wade returned to Australia last year and conducted detailed geological
examinations of various likely cil-bearing areas in Australia.

The consensus of geological opinion concerning the prospects of flow oil being discovered
in commercial quantities in Australia was unfortunately not very favorable. Much detailed
geological survey work yet remained to be done, and until this was completed it could not be
definitely laid down that the Commonwealth possessed no oil-bearing areas. The Committee was
of opmion, however, that the offering of rewards by the Government for the discovery of oil was
not the best means to attain the desired object ; it was considered that better results would be
gained by devoting the money to the assistance of systematic geological surveying and exploratory
boring in likely oil-bearing areas.

The need for carly action for Australia io obtain reliable information concerning its mineral
oil resources so impressed the Committee that at an early stage of its inquiry it wrote to the Prime
Minister recommending the Commonwealth Government to immediately summon a couference
of State geologists, professors of geology, representatives of the Commonwealth Institute of
Science and Industry, &c., to formulate a scheme for this purpose. Such a conference was
convened, and submitted to the Prime Miuister resolutions embodying its views on the various
aliestions referred to it. The conference also stressed the desirableness of establishing a Federal

ological Survey to deal with certain matters.

From evidence heard and its own observations, the Committee was unanimously of opinion

that early steps should be taken to create a Federal Geological Survey, designed to co-operate
with and correlate the geological work of the States.

Since the presentation of the Report, the Commonwealth has withdrawn its offer of a
reward for the discovery of oil in Australia, and has made the money availeble in the form of a
subsidy for the assistance of genuine prospectors.

The establishment of & Federal Geological Survey also received consideration from the
Government, but the conclusior. was reached that action in this direction was premabure until
uniformity of .geological cartography and the co-ordination of geological work had been given
effect to by the States.

THOMAS PATERSON,
"Chairman.

Office of the Joint Committee of Public Aceounts,
Federal Parliament House,
Melbourne, 19th February, 1926.
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