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OMMITTEE OF PUBLIC ACCOUNTS.

TH GOVERNMENT SHIPPING
" ACTIVINIES,

INBRODUCIORY.
.., Having regard to the amount of public mopey involved, the frequent eriticism, both in
Péilianieiit and i the preks, and repeated: requesté'for more detafled information concerning the
Australian Commonywealth Lirie of Steamers, the Joint Committee .of Public Accounts, in May,
1926, “dorineied; tider the 'powers conferred upon' it by the Commnittie of Public decounts
Aet 1913-1920, an invegtigation of the Commonwealth Government. ‘Shiipping activities, which,
sifcg"the bréatin of the Australian Commonweslth Shipping Board; in 1623; have included
Cockatoo Islend' Dockyard, .
R:" “i Gockatos Tslind’ Dockyaid, howéver, forms. the: subject of & seperate section. of this
eport. et
¢ 0T might Be eiplaned that the-Coffimittee his'not beén ¢ontinuously engaged since May,
1926, on this investigation, In Apgust, 1926, ‘Cabinet requested the Committee to inquire into
anid: répoit'ab the"éurliest possible ‘moiment on the. Paiciﬁ_"cglslaiids' ‘Shipping Contracts ~and that
inquiry was not leted until the p: tation 6f the Committee's Report to Parliament, on
9314 March, 1027, ‘ ‘ o ‘

Pt g

o L TR -
- COMMITTEE'S PROCEEDINGS.

"G dequiatiib sl with 'the subject-matter of this i;l%qiry the Committee examined the
Chairman and menbers of the Australion Commonwealth hipping Board and the principal
6ffidérs GE the Line, ‘anid’ maniy 'other withésées, comptising exporters, merchents, passengers. and
others, who were in a position to give the Committee firsthand infotmation concerning the Line
and its operdtions.' An‘fvitation to. give evidénce: on ¢ertain dspects: of the investigation was
also extended to the Overseas Shipping Représentatives Assotiation, but o reply was received
thiatibhe Askociation had né<evidence which it ‘desired ‘to place hefore the Committee. To enable
the Committee to make a_comparison regardirig: tlic’ systeni of finanding, &c., between the
Australian ‘Coiimonweslth Tine: of Steamers and the Canadian-Government Merchant Morine
Litd. /'thd 1Australasion Manager+of that Company: was invitéd to-attend, but he intimated that
without permission from the ¢ bive at Montreal he was'not-at.libérty torplace any information
before the Committee Gthér shaxi that.supplied by statute’to the Registrar-General.

s iy "fblll’)(;'iﬁé,' 5 list of tile “{vitriesses. who halve' apipefired befére the Commibtes :—
i feily Exportet, Melbourne.
Ci

liss, The ,I;gonomble Williani- Charles, M
@mmohsvealbh Line of Steamers,

ot ""B't'gmiﬁ(n',’ IohﬁThémaéi‘Br‘anéh'Maha‘gét,ﬂus@réli 3

i i s, Melbotirne, e - o

B “'Bixi"géésé, Ledlib" Fidnk, Moriager, Metropisliferi-V]

ot o gy SYAOSY. R .

frit "elarks'oﬁ,'%ﬂg:ﬁ’eé'r‘ Vidédiniral Sir Willish, K'B.E, ©MG., Deputy-Chairman,
Australian Commonwealth Shipping Board:; ' ™*" -

kets. Electrical Company Limited,



4

Clerk, George Brownlow, Managing Director, English Electric Company of Australla
Limite(i Sydney. . L

Crowe, Robert, Exports Superintendent,. De%urtment of Agriculbure, Victoria, .

Farq-léhnt, Robert, M.IN.A., Member of the Austrglian Commonwealth Shipping
"Board

Garnett, Hugh, Salesman, Linacre’s Motor Company, Melboutne.

Gay, George: Pickford, Accountant, Cockatoo Island Dockyerd, Sydney. .

Goddard, Archie Edwin, Industrial Officer, Australian Commonwealth Line of
Steamers, Sydney. .

Harry, Morgan Bruce, Chief Inspector, Postmaster-General’s Department,

Heagershmv, James Thomas, Acting Assistant Secretary, Commonweultl.\ Treasury.

Hill, Rowland Herbert, Internal Auditor, Australian-Commonwealth Shipping Board.

Holdsworth, Philip John, Travelling Inspector, Australian Commonwealth Line of
Steamers, Sydney. .

Innes, Captain Froncis Allsopp, Marine Superintendent, Australian C: ealth
Line of Steamers, Sydney. .

Jones, Francis Emile, Staff’ Superintendent, S{dney Snow’s Limited, S(i;;iney, formerly
Traffic Manager, Australian Commonwealth Line of Steamers, Sydney. )

Julian, Bdward Harold, Managing Director, Briton Limited, En%ne‘ers, dnéy.

Keen, Frederick Arthur, formerly Chief Clerk, Cockatoo Island Dockyard, Sydney.

Kneen, George Henry, General Manager for Australia, Australian Commonwealth Line
of Steamers.

Kydd, Oswald Johnson, Master of the T.S.S. Hobson's Bay, Australian Commonwealth
Line of Steamers, .

Larkin, Herbert Benjamin George, C.B.E., Chairman of the Australian Commonivealth
Shipping Board, o

Lewis, William, Secretary and Chief Accountant, Australian Commonwealth Shipping
Bogrd. .
Lovett, Percy Walter, Chief Auditor for New South. Wales, Commonweslth Audit
ffice, Sydney. .
Macandie, George Lionel, C.B.E.,, Secretary to the Naval Board of Administration;
Department of Defence.

Mackenzie, Kenneth Ord, Branch Manager, Australian Commonwealth Iine of
Steamers, Sydney. ) ‘

Maling; Silas Young, Acting General Manager, Electricity Supply Department,
Sydney Municipal Council.

MeNeil, Engineer-Commander Percival Edwin, R.AN,, Engincer Manager, Garden
Island Naval Establishment, Syduey.

Neal, Richard James, Cartage Contractor to the Dunlop Rubber Company of
Australasia Limited, Melbourne.

Payne, Jack, Manager, Cockatoo Island Dockyard, Sydney.

Pocock, James Herbert, Joint Managing Director, English Blectric Company of
Australia Limited, Sydney.
Poliard, Clifford Frederick, formerly Stores Superintendent, Australian Commonwealth
Line of Steamers, Sydney.. )
Ramsay, Paymaster-Commander Hugh Malcolm, R.A.N., Director of Naval Stores
snd Victualling, Melbourne.

Robins, Captain John TFrancis, R.AN., AD.C, Captain in Charge, Naval
Establisgments, Sydney.

Sanderson, Henry Horner; Assistant Superintendent. Engineer, Australian -Common-
wealth Line of Stesmers, Sydney. .

Scanlan, Albert Herbert, Managing Director, Scanlan Electric Company, -and
Chairman of the Electrical Manufacturers Section of the New South Wales
Chgmber of Manufactures,

Seabrook, Alfred Charles, M.P., Federal Parliament House, Melbourhe,

Silk, Thomas Hugh, AM. Inst, C.E., M.LN.A., Managing Director, Morts' Dock and
Engineering Company Limited, Sydney.

Smith, John Carlyle, Senior Superintendent Engineer, Australian Commonwealth
Line of Steamers, Sydney.

Sydenham, Engineer-Captain Ernest Dickerson, R.N., Director of Engineering, Naval.

Board of Administration, Department of Defence.

Taylor, Charles Frederick, Director and Secretary, Holdenson and Neilson Fresh
Food Proprietary Limited, Melbourne, !

Thompson, John Griffith, Eastern Merchant, Melbourne.

.
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Tilt, Robert Coates, Solicitor to the Victorian Wheat-growers' Corporation, Melbourne.
Tomalin, William, Stores Superintendent, Australian Commonwealth Line of Steamers,

Sydney.

Williams, Francis Lewis, Outside Representative, Australisn Commonwealth Line
of Steamers, Sydney.

Wilson; John, Assistant Manager, Cockatoo Island Dockyard, Sydney.

Yuill, William Keith, Sharebroker, Sydney ; formerly Chief Clerk, Australian
Commoniwealth Line of Steamers, Sydney.

. Visits of inspection were paid by the Committee to various “ Bay * steamers (both on
arrival from ovetseas and prior to doparture abroad), to the s.s. Fordsdale, to Cockatoo Island
Dockyard, Garden Island, and other engineering works.

ESTABLISHMENT OF THE COMMONWEALTH LINE.

The Commonwealth Government. Line of Steamers was inaugurated in June, 1916, by the
purchase in England by the then Prime Minister (the Right Honorable W. M. Hughes) of fifteen
second-hand cargo steamers, known afterwards as the  Australs.” Two of these were lost by
enemy action in 1917, and two were sold.in 1919. The remaining eleven were transferred to the
Australian Commonwealth. Shipping Board in 1923.

One sailing vessel, the .}:ﬂm Murray, was purchased towards the end of 1917, and was
lost about six months later. Two-other sailing vessels, Skandon and Speedway, were purchased
in 1918 and sold in 1920.

Eighteen ex-enemy vessels, which had been detained in' Australisn ports at the outbreak
of war, or had been captured, and which had been utilized by the Navy for the transport of troops
and cargo, were subsequently placed under the‘mnna%ment of the Line, to be run on a commission
basis, but later were transferred to its ownership at Prize. Court valuations. One of these. vessels
}vnigl;gt in September; 1920, and the remaining seventeen- were transferred to the Shipping Board
in 3

With the inauguration by the Commonweslth of its intensive shipbuilding programme
further additions were made to the fleet as under :—

Six caxgo vessels, built in Australia, known as the “ D ”* class—with.a dead-weight capacity
of approximately 5,608 tons, registered tonnage of approximately 3,350 tons gross and 1,940
tons net, and a speed of 9% knots—launched during 1919 and 1920.

Thirteen cargo steamers, built in Australia, known as the “ & " class—with a dead-weight
capacity of approximately 6,170 tons, registered tonnage of approximately 8,350 tons gross and
1,920 tons net, and a speed of 9} knots—launched during 1920, 1921, and 1922,

Two cargo stesmers, known as the “ Dale’ class, built at Cockatoo Island Dockyard—
having much greater dimensions than the “D ™ aiid “E ™ classes—being 520 feet in length by
63 feet in breadth, of approximately 9,700 gross and 5,800 net registered tonnage, dead-weight,
capacity of 12,800 tons, with 160,000 cubic feet of insulated space, and & speed of 144 knots, viz.
8.8, Fordsdale, launched in June, 1923, s.s. Ferndale, launched in April, 1924.

Two of the “ B class vessels.and the two “ Dales * were not in commission until after the
establishment of thie Shipping Board.

Other additions to the fleet comprised five modern passenger and cargo vessels, known
asthe “ Bay ” class, built in the United Kingdom and completed during 1921 and 1922, viz, Moreton
Buay, Hobsons Bay, and Jervis Bay by Vickers Limited at Barrow, and Largs Bay and Esperance
Bay by Beardmore and Co. Limited at Glasgow. These vessels have a length of 530 feet by
68 feet beam, accommodation for approximately 750 ““one-class” passengers, a. dead-weight
capacity of approximately 12,590 tons, with 350,000 cubic feet insulated, registered tonnage
13,850 gross and 8,450 net, and a speed of 14} knots.

Fourteen wooden motor ships and steamers built in the United States of America to the
orderof the Commonwealth Government were acquired during 1918 and: 1919, and were worked
ab intervals on behalf of the Gove t under the t of the Line, but these vessels
were not included in the Commonwealth Government Line flect or accounts.

OPERATIONS OF THE COMMONWEALTH GOVERNMENT LINE OF STEAMERS.

Upon- the. inception of the Line, Mr. H. B. G. Larkin, who had had extensive shipping
experience with the A.U.S.N. and B.LS.N. Companies, and was then in London as Commonwealth
Shipping' Representative, was offered and accepted the appointment of General Manager of the
Commonwealth Government Line of Steamers, as the Line was then called. Mr. Larkin established
the head office of the Line in London, and at the outset the business was conducted on an
agency basis, Subsequently branches were opened in the principal ports in Australia and in
London, and s General Manager for Australia was appointed.
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Tor some years,due. largely to the then prevailing conditions; the result:ofithe operations
of the Commonweslth Government Line showed substantial profits, and the Line wes instrumental
in enabling shippers in Australia to get their goods to the overseas morkets at-reasonable rates
because, it was stated, the presence of the Line not only exerted 4 .-considerable:influence in
restraining increases in {reights, but in many instances actuakreductions.in;rates made bir the Line
were almost simultaneously adopted by the other shipping companies. . For example, it was
claimed, that the reduction of 10s. per ton. in freight rates forced by Mr, Uarkin early in 1923 had
resulted in.a saving of over £2,000,000 & year in Australia’s freighticharges. ... -

In later years, however, the operations of the Line were not 8o s
a condition of affairs common to all shipping concerns, and due-to the releas
of hostilities, of ships aggregating many thousands of tons. W y et

The Balance-sheet and Profit and Loss Account for each financial year sinee the. inception
of the Line have been published annually with the Treasurer’s Budget Statement.

The trading and financial Tesults of the operations of the Commonivealth Government
Line of Steamers.may be set out.as follows :— : N s

ANATYSIS OF ANNUAL GROSS ROPITS, LESS DEPRECIATION WRITTEN OFi EAGH' OLASS OF
STEAMER, ETC. v

isfactory, financially,
followiig the cessation.

! |
Gitoss Voyage Profits and,or Lo | Atz I Salters, 1O Claws, B Class,
. £ s d £ s d £ s £ s d
Period: to 30th June, 1917 W P 426304 7 4 - e
Yeur ended.30th June, 1918 ., | P, 894,305 11 o] P, 11,573 9 6 . . .
Year ended 30th June, 1919 .. | P, 1,275,905 14 8} . 8,692 17 ¢ e
Year énded 30th June, 1920 .. [ D. 31699812 5| P, 14038 3 7| P 343981910 e
Year ended 30th June, 1921 P. 168149 5 0[P 39981710 P. 20974 8 &L 495511 10
Yenr ended 30th June, 1922 . ' L. 160,909 18 & C. 1 110,631 10 8 | L. 57,986 12 4
Period ended 31st August, 1923 : L. 247,032 13 l“ L 283 2 4“ L. 82343 810 L. 166,966 16 5
Total .. I P 288018 8| P 38040 4 7.l L. 1906711 0| L.229909. 0 7
Dopreciation from Inception of )
Flect to transfer to Board .. | 997,506 8 10 ! 13914 1 9 | 366,241 5 10 279,570 7 0
I'P. 1676304 9 mt‘P. 24,126 2 10‘ L. 503,912 16 10 | L. 502470 7 7
N T e T R
Giroxs Voyage Profitn nnd/or Low, * Bxenemy.” | » Baye otal,

Period to 30th June,. 1017

Year ended 30th June, 1918
Year ended 30th June, 1919
Year ended:30th June, 1920

]

| o

! £ 8. d.

i 426394 7 4
Yoor onded 30¢h June, 1921 .. o T

]

|

|

I

i

f

!

P
P, 905,879 0 6
P. 1,284,608 11. 8
P s9tia g 2 g 365,385 14 10
. 342,763 .10
Year ended 30th June, 1922 L. e
L.
P,

! L. 226714 1 7| P. 35304 11 . BILOST 11 9

Period ended 31st August, 1923 L. 467434 3 5| L 87,937 0 . 1,051,997 4 10

Totnt. , . .. . .. ' L. . 194‘0153 9 7
Depreciation from. Inception of Fleet. to transfer to T

Board .

2,165,105 17 2
215002 7 7

141,609 12 0 363,314 1
L. 492,994 4,101 L. 416,046 11

6
9
. 351,384 12 10} L. 52,932 9 3
9
]

‘r(

Add Office Expendittire from Incoption of Fleet to transfer to Board .. £265582 9 1
Intorest from Inception of Fleet.to transfer.to. Board ., .o 8214315 9
Depreciation of Furniture and Fittings from Inception of Fleet to N
transfer to Board .. . . N i 383 2 3 '
Amountg transferred to Boiler Repairs and Renewals Reserve .. 250,000 0 ©
- L,30L661 7 1
RN T
. 8
Deduct Sundry Earnings (Brokerage, C i &o.) less Sundry Debts SO0 T4
from Inception of Fieot to transfer to Board .. . o£03,837 1 8| C
Balance of Sale of Steamers, &o. .. . 5

BTG5 9| 0
L aana3135

Total Loss on Old Organization to 3lst March, 1926 . w
“P" donotos profit. “L" donotes loss,

7

. This:statement does not include the profits earned on “ ex-enemy * steamers whilst being
yun: by the Navy; or-whilst running under the gement;. of the: Cc Ith Line prior to
the-transfer of their ownership to-the Line. In-adc t presented-to Parli t.on 6th, July,
1923—entitled “‘Comnmonwealth. Shipping and: Shipbuilding Activities "—Parliamentery Paper
No. 21 of 1923—the following figures are given :—

o Profit on Working *“ek-¢heiny ! vessels—

[

[P

[ Under ‘the contiol of the Navy . .o .. E18BL5T6

o Under control of the Line (prior to. incorporation in Line’s

ST Fleat) . R 1,841,018
S Oratotlof L. .. .. .. .. 83673498

"' ‘The capital ¢ost of the fleet concerned in the operations detailed above is shown in the
statement on Pages B.apd 0. ‘
! CONTEMPLATED RE-ORGANIZATION.

Tn November, 1921, the 'bqvermnent shipping and shipbuilding activities were debated
dtlength in the Honsé of Representatives, when it wagindicated, generally, that the Commonwealth
Giovernient Line should-be retained, but with drastic alteration in its system of control. With
¥epntd to_shipbuilding, it way recognized that Australia had undertaken this work to aid the

ies-during the- war, bub that upon the completion of the vessels then in course of construction
it Was not considered the function of the Government to continue the industry, and that its
further development sliould be. left to private enterprise.

THE COMMONWEALTH SHIPPING ACT.

_ Action whs not takén, however, until July, 1923, when the Commonwealth Skipping Bill,
the first statittory recognition of the. Commonwealth Govetnment’s participation in the shipping
busirléss, ivas iiitroduced into the Fouse of Representatives.

placing this messure before Parli it the. Prime Minister (The Right Honorable 8, M.
Bruce) ‘indicated that, although the Commoniwealth Line had rendered invaluable service during
the war in the ‘btansport of men, munitions and foodstuffs, its post-war losses were steadily
incressing. ‘These losses could be ascribed to the return of troops to their own countries, to the
releate of tonnage, due to the cessation of hostilities, to trade depression generally, and to the
disastrous eondibions prévailing in the shipping world. It had also been found by experience
that o great part of the tonmage of the Line was quite unsuitable for Australian trade, and was
ekpensiveto-tun. Owing to-the dbnormally high valuation at which the ships stood on the books,
it was impossible ‘to meet the excessive charges for interest and depreciation, and as shipping
valiiés hiad decreased rapidly and extensively, the necessity for o heavy writing down had to be
faced.. ‘So far. a5 actus] ririning costs were concerned, it was not. contemplated that very much
redluction could Be made, as the vessels were on the Australian register, and it was intended that
theyrshiould so reriiain, As the Government proposed under the Act to take debentures as a first
charge on the: Line, it was recognized that the Board could not. approach financial institutions
for & loan or an overdraft, and provision: was made for the Treasurer to: make advances or to
guaranitee an overdreft not exceeding 25 per cent. of the amount of debentures, for the purpose
of working capital. Tt ias, however, anticipated that lated profits would later provide
the Board with sufficient working capital. ~The. Prime Minister further explained that it was
contemplated, in fact, it would be found necessary, to sell some of the ships, and although no
provision was made thierefor in the Bill, it was proposed to leave the proceeds of such sales with
the Board for utilization as working capital or for the purchase of new tonnage. What was
required for Australia, Mr. Biiice added, was a Line with tonnage suitable to Australian trade, a
Line which could be conducted on a reasonsble basis of expense, and which would give an
indication of what were proper freights to be charged by other lines. . o
To show that the Commonwealth was not aglgone witl regerd to the position of its shipping
activities, the Prime Minister pointed out that many shipping companies which had been formed
in Greab Britain when abnormal freights were being earned had not only lost their capital, but,
when wound up, liad owed to their banks two, three.or even four times as much as the value of
the asset upon-which the banks had advanced the money. Al the old-established shipping lines,
notwithstinding their strong reserves; had had to refrain from paying dividends or had paid
them by drawing on reserves accumulated over many years. - ! L.
. The Shipping Act, as Pa,ssed by Parliament, provides for. the establishment of a Shipping
Tine, to be called. the Australian-C lth Line of 8¢ . under the control of a Board
of Diteotors, entitled the Australian Commonwealth Shipping Board, of not less. then three (3)
nor. more than five (5) members, in whom is vested the management of the Line, and to whom the
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ships, their gear and stores, and other property. are transferred—the ships, &c, at. & statuto
voluation, and the stores, &o., ab a mutual figure. Cockatoo Island' and: Schnapper Island,
together with the dockyards and all improvements, stock,, &o., ate, also-transferred to and vested
in ‘the Shipping Board forits management and control at-a. valuation of £400,000, plus-the-value
of the stores on hand. L o

‘Where ships and other groperty are transferred, the Board has-to issue'to the Commonwealth
debentures for the amount of the valuation specified—such debentures to be interminable, and
to bear interest ab the rate of  per-cent. per annum, payable hialf-yearly, and to be subject to the
right of the Board, with the consent of thé Treasurer, to. apply towards their redemption.any
amounts received from the realization of capital assets of the Line,

To enable the Board to defray any expenses incidental to.the establishment and the working
of the Line and the Dockyard, the Treasurer is empowered, ab the request of the Board, to make
advances out of the Consolidated Revenue Fund to provide a reasonable amount of working
capital and to guarantee to any banking corporation tT\e settlement of any overdraft which the
Board may require ; provided that the total of such advances and overdraft shall' not exceed
25 per cent. of the amount of debentures issued and not redeemed. In respect of any amount
so advanced or paid under guarantes, debentures have to e issued by the, Board to the
Commonvwealth. The Board is also empowered, subject to. the approval by resolution of both
Houses of Parliament, to raise additional capital by the issue of debentures or by other a};lproved‘
moons. The Act further provides that the Board may pay any or all of the profits. of the Line
to a Reserve Fund, until the amount at the credit of that Fund reaches a.sum equivalent to.25 per
cent. of the amount of debentures issued and not redecmed ; upon reaching, that total, not more
than 50 per cent, of the profits are to go to the Reserve Fund and the balance to the Treasurer for
payment into a Trust Fund. Any amount standing to the credit of such Trust Account may be
used by the Tr er for the redemption of the debentures, orhe may pay it to the Consolidated
Revenue Fund.

The-income, property, and operations of the Board are, under the Act, made subject to the:
like rates, taxes, and charges that would be payable under the laws of the Commonwealth or .
State if the Board were carrying on business as a trading corporation formed by private
individuals. : '

The accounts of the Board are subject to inspection and audit by the Auditor-General of
the Commonwealth, and its Balance-sheet, together with the Auditor-General's report, has.to be
submitted to both Houses of Parliament. ,

Under the Schedule to the Act 50 steamers, comprising 11 “ Australs,” 17 ex-enemy,
6“D” class, 11 “E” class, and 5 “Bay " class, together with 2 « E *” class-and 2 “ Dale”
class vessels then under construction—mnaking o total of 54—were handed over fo the Board at
a valuation, including tackle, apparel, gear, spare gear, furniture, stores, and équipment, of
£4,718,150. * Office furniture and fittings were set down in the Schedule at £7,500.

.. Particulars of the vessels which comprised the Commonwealth fleet, together with their
cap}ta.l value, their book value in 1923, just prior to taking over by the Board, and the value at
whick taken over, are set out in the following statement. As reference will be made Iater in this
Report to the sale of certain of these vessels, the prices received therefor have, for convenience,
been included in the statement.

i

7 . T
‘Tonnage, ] Original Capital Boak Value at Trlca obtained v
Namo of Vessel, | Dofe =" SN bitow Dipoedor | Himoel T fof Venls di 1 Vit mieh | e S,
| Nel. Adaitions, ‘Tranater (0 Boued, | Toavater of Live, | V¥ Boant,  Meas Comiseions.
£ 5 d] £ & d. 3 i ] >l .
Australieh .. | 1907 | 4,308 {2,640 | 140,028 19 11) Lowt by En | 140028 10 11 1eders 90 .. " FL*
Adustraldale 1907 | 479 |20 rsumre 1 AN e e
. 4,370 2,803 161,142 W a1, ' .
dvsyalfad . Viooo | wan 12520 " tongsa 13 o s " | ‘00635 8 B ey g O
Austradatrean 1890 | 8,034 (20280 | 85071 4 0| So | 7658717 3) UBaEs 0 o
Johndlurray, S.V. | 1877 | 1,206 {1,144 | 22,080 14, 3 Total wrock | 22080 I+ 3| 19,900 0 0
Standon, S.¥. .. | 1883 | Tias2 [1307 | 33,448 8 7! & L1oamesate 3 Tgooo o o
Speeduay, SN. [ 1018 | 20 | 53 | 20005 § 2| ofoaes | Teto o 0
Cardinia . ‘ 1008 | 1,016 {1,760 | 9,615 0 0 Total Wreek 2,039 5 0} 19800 0 0
! 583,263 8 3 510,014 11 2, i
Anstralbrook 1909 | 4336 [2.002 | U4SXET 13 o) Townstornto| 0005 & 0 0 © % spom 0 of a0 0 ©
Shipping ’
! onrd
Australcrug 1907 | 4,508 |2,855 | tsnren 14 g 3,304 4 2 :
usiralford 1907 | 4,618 |883 | 15200l 10 of . . o g 2 15000 b o) 2o o o0
Australglen 1000 | 4506 |2815| 1a2gs0 10| L 2 ot oo 17000 0 o 20,000° 0 0
dustralmead .. 110121 4151 (2470 | o588 14 1 . o 08,386 10.10] o 27,000 0. 0| 30,870 0 0
slustralmount, .. | 1900 | 4,338 |3,808 | 130004 11 10, . . 1 01078 A 1L . ! 33,000 0 0 24000 0 0
Ausdralpen 1008 | 4432 9,852 | 1mnsaz o 03,244 311} 12760 0 0/ 21,360 ¢ O
Austraiplain .. 11907 | 4007 [2327 ) 120010 8 7' L 1 | 5y%e0 3 g | 3ote o o 3xame. 0 o
ustralpool .0 | 1906 | 4,326 (2,763 | 15200513 8 . ez 1 ool 5 0,000
1 . | tt8e | " L3621 0 . 15,700. 0 0 20000 0 O
“tustralport 1006 | 3087 232! wmessiz 4 L 03570 0 8 ., 5500 0 0] 30,700 0 0
Awstralrangs .. {1007 | 4,503 12812 ) s34l 2 8l L 7 | erms 4 o 17700 0- o 22,000 0 0

p

Darticulars of Vessels which prised C lth Fleet, &o. inued,
. Tonnage. |, Orlginal Capital [ Book Valuoat | Pricaobtatned | v, : 10
Nomoof Vesel, | BHE |- - =i CSLERN T Liiow broposedor, | SETmeol” | for Vesserdly e strad by oy
Gross. | Net. Additions, | Trauster to Board, | Franstot o Lino, by Boanl. | less Commisstors
8 8 £ & df £ & d £ & 4 £ & d) £ 4 d
Araluen .. | 1001 { 5,610°(3,485] 34,273 0 ¢ Transferred'to| 20,346 2 6 - Nil 12,220 0 0
B Shippieg. |
N . ‘Board.
Bakara' . (1913 | 5970 13,0871 89,207 3 o ., . 5,861 17 0 SOV G O 26005 U O
Barambak o | 1912 6,016:3,681 | 10820817 1] . .. 920,720 5 5 . 5,000 .0 0] 23,160 0 ©
oonal ] ID2 0147|3801 ) 98,048 D 2, B4,453 18 1), . | 4200 0 0f 2798 0 v
Booral 1005 | 4,350 {2,724 62,005 7 8 " ” 62,818 16 11 .- 20,000 0 0 8,820 0 ¢
Bograra 13| 6,670 14,010 11120216 3 " 84,864 7. 2 . 84,600 0 0| 39, ]
Bulgs .. 1903 | 1,44 907 14,000 ¢ O " " 11,8 0 0 . 3,000 ¢ 0 34 00
Bullg .. «« | 1903 | 5,202 | 3,219 00,858 3 9 " " 59,842 '18- 0 . 24,000 0 0] 12,740 0 0O
Calulu o 11007 | 4,205 [2,631 | 52,002 6 7, . 45,217 4 4] . 16000 0 o| 16000 O o
Carina . | 1907 | 5,486 | 3,437 26 511, . 63,867 1 1 . 20500 0 0 26330 U O
Cooee . ..+ | 1907 | 4,328 | 2,052 53,870 16 3 » on 46070 0 9 . 16000 0 0, 18080 0 ©
Dongarra . |10001 5,003,030 4080 2 2| ,, 40,087 611 18000 ¢ of 27020 0 0
Gilgas . .. 1001 5,612 |3,636] 2785 L 7l ., 23,817 13 8l 18,000 0 0 1592210 0
Mawalla. 1004 | 1,09 B 20,050 0 0 " » 17,042 16. 0f 4600 0 0 5000 0 0
Parotlak < L 10047] 4,229.12,606 50,808 11 3} s 43,643 16 ¢of 16000 6 0} 8330 0 0
Talaws « |-1007 [ 3,834.{ 2,408 30,928 11 10, ”» ” 20,621 10| 7000 0 0 7600 0 O
Toramito 1005 || 4,140 2,703 | 32876 & 7, ., 28,180 16 5] 9,600 0 0/ 10,600 ¢ 0
Delungra 1010 | 3348 {1024 | leses2 14 o L 130,726 14 10| 32500 0 ¢} 17600 0 O
Dilga. . .. {1020 | 3308 [L,040 | 1om91814 o , .. | 13062018 2| 32,600 0 0f 26000 0 O
inoga 1020 [ 8,341 1,030 | 19%,11519 11 [ 137,084 13' 1/ 32,600 0 0, 17500 O O
romans 1010 | 3,350 /1,034 [ 177,716 1 1 oo 110,907 14 5 32,600 0 OF 17,600 0 O
unioss -1020-| 3,360 {1,041 ) 1s3,00 LL11[ 124,098 9 § 32,500 0 0f 33,000 ¢ O
undula 1920-| 8,344 1'1,0361 102,134 12 11 [T 133,060 17 32,600 ¢ O 25000 0 O
'mila oo |'1020:] 3,347 {1,010 | 208,001 610 ” ” ' 100,340 1 § 38,600 0 O 18750 0 0
noggera .. | 1820 3,350.|1,022 | 212,876 4 o w o 166,216 9 8 38,600 0 O] 31,000 0 ©
urelia .. 11920 | 3,351 |1,021 | 211,019 O O » » ' 102,300 10 2| 48,600 0 01 30,000 0 O
Eromangs: ‘1921 | 3,350 [ 10022 | 200,041 12 & 167,825 12: 1 38,500 -0 0 30,000 0 ©
chuca . 1| 3302 (1,024 [ 276080 &5 7 ,, 249,025 511 38,500 0 0 31,000 0 O
chungs 1021 | 3,362, (1,023 20663815 8 . 202,261 & 8| 38,600 0 0 33,000 0 ¢
rriba 1921 | 3,345 (1,010 [ 203657 1412 0 180,310 8 Gl . 38,600 0 0 18750 0 0
udunde . 1920 | 3,362 |1,002| 28L,62013 )| ,, 204,324 8 11]" 38,600 0 0f 33,000 0 0
Eugouwra 1092 | 3,344.{1,008 [ 223,003 + 71 .. ., 220,341 9| 38,600 0 0| 33000 0 O
utoarrs 1021 | 3,340 | 1,907-| 247,07 1910, ., 242514 14 0 38,500 0 0] 40,060 0 O
urimble .12t | gsen fueef 2s34sz 11l o, 251,143 18 9] . | 38,600 0 0| 40,000 0 ©
oreton Bay .. | 1921 [13,850 | 8,447 [ 1,206,625.15 8 ,, . 1,187,308 10 4 1000 0 0
obson's Bay .. | 1921 |13,837 | 8,440 |-L108,0623 12 8| ., 110887011 2| 600,000 0 Of|
Jervis Bay ~ .. | 1922 [13,;837 [8:440 [ 112230710 2 ., |1,07003 19 8 600,000 0 0] »Still in
Largs Bay .. | 1922 118,851 [ 8,457 [ 1,220,002 4 & , , h1,186367 0 3 600,000 0 0 | commission
Esperance Bay .. | 1022 |13,851 | 8,457 | L140,260 7 7 ., 1,084,326 9 2| 600,000 0 0
12,847,745 7 13 .[10,076,787 1 10} 622,805 0 0}4,241,150 0 0[1,020,632 10 ©
Steamers not. taken over by Conmonwealth
vernment Line. 'but -iransferred to
Board after Yot Seplembdy, 1023.. ;
Fordsdale .. | 1024 | 9,700 |5,800.] 823,367 & 10| 823,367 5 10| 200,000 0 0} Stillin
Ferndale .o | 1924 | 9,700°|5,800 | 750,341 3 &' - 760,341 3 5 200,000 0 0} commission
Buroa. {19221 3,353 {1,921 | 28346818 7 - 233,458 16 1l 38,500 0 0F 42500 0 0
FElouera .. | 1023 | 3,388 [ 1,021 | 232,846 19 | e 232,845 19 6|, 38,600 0 of 40,000 0 ©
14,887,708 13 3 12,716,800 7 2] 622,806, 0 O[4,718160 0 O[,103,172 10 0

£,—The above statement exoludos Ex-onomy Steamors lost prior to transfor to Cbmmon\voqlth Government Line and Wooden

Vorsols buli i U4,

In. the case.of the “ Bay,” “ Dale,” “ D,” and.“ B’ class vessels, the. valuations at which
they were taken over were made early in 1923 by leading ship valuers in London, but in respect
of the “Bay ” boats, the valuers” assessments were increased by £100,000 each. The value of
the “ Australs” and “ Ex-enemy " steamers was determined after a study of the prices then
being received for vessels of similar age and.class.

THE AUSTRALIAN COMMONWEALTH SHIPPING BOARD.

The C ith Shipping Aet 1923 ted to on 31st July, 1923—came into operation
by iproclamation.on the 1st September, 1923, and the following: Board of Directors was appointed
as from that date, with:Sydney as the Head: Office-of the Line :—

" H. B. ¢. Larkin; Bsq., CB:E., Chairman of the Board, for five (5) years at £3,500
er annum. .
Engi}xieer Vicg-Admiral Sir William Clarkson, K.B.E., O.M.G:, Member of the Board,
for four (4) years at-£3,000 per annum. . .
Robert Farquhar, Esq., M.LN.A., Member-of the Board, for nine (9) months, which
period has been extended since from time to time, and is now on a monthly
basis, at £3,000 per annum.

M. Larkin, as already, stated, had been General Manager of the Commogxweglth Govern-
ment Line of St from its incepti Sir William Clarkson had been previously a member
of the.Naval Board.of Admini ion ; at.the.outhreak of war he became Director of Transports,
and later he was appointed Ner of Shipping;. in which capacity he had full charge of all

F.6805.—2
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Australian overseas and interstate shipping. Mz, Farquhar had been Director of Commonwealth
Shipbuilding—his previous experience {)mving been principally in connexion with ship construction
wogl]{. His particular function on the Shipping Board has been the control of Cockatoo Island
Dockyard. .
kyThe Board holds regular weekly mectings—oftener, if necessary—but Mr. Larkin has been
abroad for the greater part of the period since the creation of the Board, having been absent from
Australia from January to October, 1924, and from March, 1925, to Septeml.)er,;}926,‘when he
attended before the. Public A ts Committee in resp to: its cabled inquiry whether he
desired to give evidence, . .

The other members of the Board, Sir William Clarkson being Deputy Chairman,

therefore carried on the functions of the Boapd, keeping in touch by letter and cable with the

Chairman,

OrerATIONS AND Ponioy oF THE BoaRD..

To inform the Committee of the operstions and the policy of the Board, the Deputy
Chairman, in the then absence of Mr. Larkin, placed before:it full statements setting out the action
taken by the Board to earry out the provisions of the Shipping Act, and its policy in conducting
the Australian C ealth Line of St ‘

When the Board took over from the old organization—the. Commonwealth, Government
Line of Steamers—in September, 1923, 27 vessels had: already been laid up—some: of which had
been idle for over 8 year—it having been proved that the freights those steamers were capable of
earning, even if full cargoes were ubtained every voyage, would-not pay ordinary voyage expenses,
let alone interest on transfer velue, depreciation, and cost of administration. The Board soon
ascertained that this condition also obfained with regard to twenty of the remmnm§ ships, and
that under existing conditions only the five “ Bay ™ and the two “ Dale ** steamers coull rensonabl?r
be expected to pay anything in excess of voyage disbursements, and that such excess would fall
very far short of what was necessary to meet interest and depreciation. Furbhe.rmore, the market
value of ships had fallen between the date of valuation and the date of taking over, and had
continued to fall until second-hand cargo carriers were practically unssleable. :

The. reasons advanced for the. inability of the ships: transferred to the Board to earn
sufficient funds to carry out the provisions: of the Act were :—

(1) With regard to the 47 ships already referred to— . ,

Unsuitability for the trade of many of the ships—including the “D* and
“B” class steamers, which had been found to. be entirely unsuitable for
overseas trade, being too small, slow and expensive. Efforts ‘to utilize
steamers of the “E ™ type in the Java and Singapore trade also proved
50 unprofitable this service was abandoned. 3

Lxcessive cost of running and maintaining even those. vessels found suitable
—due to their having been used to- their utmost during the war, with a
minimum expenditure on maint and consequent. deterioration to
hulls, machinery and boilers, . .

High cost of manning and provisioning under Australian articles as against the
costs incurred by competing ships. '

(2) With regard to the “ Bay ” and “Dale ” steamers— !

Difficulty in obtaining cargo—due for some timé to industrial troubles and to
adverse press crificism. '

Cost of manning and provisioning under Australian articles—an amourit
sufficient to pay more than 5 per cent. on the transfer value of the “ Bays
and “ Dales.

The uneconomical conditions under which the overseas shipping trade of the
Commonwealth is conducted—it being stated that there is more than
double the tonnage on the United Kingdom: to Australia berth: than is
necessary to carry the cargo offering ; in consequence.of which, ships rarely
carry full cargoes,

The announcement that the- Government was. prepared to. receive, tenders for
the sale of the Line, and the consequent stale of uncertainty concerning
the Line so created..

In view of these circumstances, the Board adopted the broad policy :—

(@) To administer the affairs of the Line with the greatest possible economy ;
(9) To take all possible steps to bring fares and freights down to the lowest economical
ik

imits ;
(o) When fares and freights had been brought down, to use every endeavoir to keep
them down. i
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To carry out (a), the first duf‘! of the Board was to get xid of the uscless tonnage as early and
as a geously as possibl d. in this the Boaxd considered that it had been as successful
as could reasonably be expected, huvm[iregard to the enormous surplus of the world’s tonnage.
The cost of administration, was said to have been closely watched, and office stafis reduced to a
minimum. The storing and provisioning: of the ships had been entirely re-organized—as a result
of which substantial savings and inereased efficiency were claimed.

With- regard to () and (c), the Board recognized, ag its only source of revenue was from
fares and freights, that the expectation of Parliament that profits would be earned could be met
only by a material increase in fares and freights, but as, in its opinion, the Line existed for the
purpose of disciplining the Frivate ship-owners, and compelling them to charge only reasonable
Tates, it was obviously precluded from making any increases, even had it so desired, because, if
private ship-owners agreed to them, the cost to shippers in the Commonwealth would be much
more than the losses meurred bg the Line if the increases. were not made; whilst, on the other
hand, if the Line alone imposed increases, it would not be able to obtain either passengers or
cargo. The Board considered, however, that existing rates could be reduced if the trade were
conducted more economieally by the withdrawal from the berth of surplus tonnage, and with that
object in view, it took steps to have rates lowered. Confidential details placed before the Committee
indieated that the efforts of the Board had led to substantial reductions in freight, and that on
other occasions its refusal to agree to increases proposed—in one instance by both British and
foreign ship-owners—had been successful..

i Certain of the factors stated by the Deputy- Chairman of the Board to have exercised an
influence against the successful operation of the gommonwealth Line may be elaborated as under :

Industrial. Trouble.—For some time, both before and after the inception of the Board, the
operations of the Line were, it wa$ stated in evidence, considerably hampered by industrial troubles,
but in June; 1925, an arrangement was made by the Board with certain Unions in the transport
ﬁrou , other than the Seamen’s Union, and sinee that date it was claimed the Commonwealth ]ljinc

ad hiad no serious: trouble,

Press Criticism.—Unfair press criticism and a tendency to give undue publicity to any
matters adversely affecting the Commonwealth Line and its operations, exercised, it was stated,
an influence on its business. Instances were quoted in evidence of the prominence given in the
press to happenings of a detrimental nature on Commonwealth steamers, whilst simﬁar episodes
on other vessels were not mentioned.

The Committee ifself had specific examples' during its investigation. In one case a
paragraph agpeated in o Melbourne paper that passengers on a- “ Bay " steamer had complained
that the food was poor during the voyage. The editor was asked if he could indicate the source
of the information, and whether the names of the passengers were available, but a reply was
received régretting that, although he had inquiry made, no such particulars could be furnished.
In enother instance a Sydney newspaper published during the course of the Committee’s
investigation, a paragraph headed ““Federal Ships—Do not pay—May all be sold,” and then
proceeded: to quote, in heavy type, an opinion expressed by the Prime Minister, when a private
Member of Parlisment, some three years previousll;. .

Running. Costs of Steamers.—Figures placed before the Committee showed that under
Australion conditions of manning and pay in force last year, a ““ Bay " steamer had to carry
a complement of 170—at g cost, including overtime and leave, of £3,725 per month, whilst a vessel
of similar class on the British register would have a crew of 154 only, at a total monthly cost of
£1,654. A comparison of the actual wages, &c., paid for the year ended 31st March, 1926, on the
five “ Bay " st and the estimated wages payable for similar steamers on English articles
showed a difference in favour of the latter of £117,758, the figures being :—Actual wages paid
under Australian articles, £204,987 ; estimated wages paid under English articles, £87,229,

When- the.extra vietualling cost is considered, this smount is increased by £9,510, making
a total of £127,268, or nearly equivalent to interest at § per cent. on the transfer value of the
“ Bay ” steamers,

It is estiniated that the additional cost of running the seven stesmers now in commission
as compared with & similar number and class of vessels on British stbicles would approximate
£220,000 per annum; if, therefore, the Commoniwealth Line had operated with British rates of
wages and conditions, its anticipated. loss of £189,905 for the year 1926-27 would have been
converted into-a profit of £30,00({

Taking Australipn wages and conditions as £100, the Committee was informed that, in respect
of & vessel of 6,000 tons gross, British wages would be £32-41, American £42 -21, Swedish £24 -51
and Danish £15 44, but since thase figures were prepared Australisn rates have been increased:
by Bs. per month per rating. '
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Proposed Sale of Lihé—TIn Moy, 1925, tendeis' werp iivitéd from Bﬁtish \S\l‘il')ie(_:ts ot
compdnies for-the p 6 of the Commontvealth Line, which thén éomprised 27 steaiers, vi, :—
5. “‘fBixys,” 2 “Dales,” 5 “D™” class, 4 “E" class, and' 11 “ Ex-eneniy.” The ber‘;hgi‘.of" salé
stipulated that before the comjletion of:the purchase.thie succsstul tenderer Had 0 enter into aiu
agreement to' conduct between Australia and the United Kingdom certain specifiéd sei ‘vices by
these vessels for a minimum period of seven years; no incréfise inTates of freight! ¢r passagé mioney
was to be made without reférence to and approval'by a'Committes to be appointed; and the
independence of the Line—free from the eontrol of any “ring™ or “ ¢otiibine "—had 4o bé
haintained;. . . e

. No definite tenders were lodged as o vesult of the advestiséments; ind sibiequently the
Privie Minister announced that the Goveriment had decidéd to rétdin the Lin, &l ol dolete and
‘unecondmical tonnage, and, where nécessary, replace it: by moderh stearmers. ofmthstgﬁdiq‘

the snhotncement of the Prithe Minister, tlie attenipt 1mads o dispose of the Ling in 1025 had

had, it Was stated in evi
corifid of' regulat
overcorie.

dénce, 4 detrimental effect on its business, dnd had: tende shibke’
hippers in- the Line, and' this had' tiken some conbideralils tirtie 60

de'

FINANCING OF THE LINE. o

. Issue of Debentures—In accordance with the provisions.of Section 15 of the. Commenvyealth
Shipping Act, debentures were-issued by the Board to the Treasury to an amount of £4,725,650,
representing; as set out in the Schedule to the Act— .

Véssels,‘s‘pnre:gea'r, &e. .. .. .. £47118,150 -

ane '

Oftice furnitute and fittings .. .. . o E7500 o
This figuré represented the total written down values of the whole of the.steamers then ih the
possession of the old organization—the Commonwealth Government Line of Steamers—as well
as the transfer yalues. of the steamers not completed-at the time of transfer, viz., Elouerd;. Euroa,
Fordsdale, and; Ferndale. ‘ : :

Sale of fonilage.——’,bheﬁrsb action of the Board ,wasi to.dispose of the steamers. which were

unsuifable for use in the United Kingdom to Australia trade, and' arrangements. were made to
dispose. of 34 vessels, comprising 6 “ D class, 13 “ B ” class, 5 * Ex-enemy,” and 10 Australs,”

Subsequently nine “ Bx-enemy’* and. one “Austral” were included in the list for disposal, leay ng;]iz‘x

commission thefive | Bays;” two “ Dales,” and three “ Ex-enemy” steamers.. After 1o ing: th
position, as discloged by the accounts. for the year ended.31st, March, 1926, the Board decided. to
abanddn the servige to the. West Coast of England in which the two “ Dale™ boats were
opersting, and which had proved to be very unprofitable, to lay up and dispcss of the,three
remaining “Hx-enemy *' st , and o o trate. on the London service with the™ Bays”
and “Dales.”

The prices realized for the vessels sold are shown-in the statement ahove; 4nd the poition
may be summarized. as under :—

Téonater Vade,

g
Seven steamers in operation .. . .. 8,400,000
Forty-seven. steamers sold .. .. . .. 1,318,150
4,718,150
Office furniture and fittings . 7,500
Debentures issied for .. .. .. . . 4‘,725',650"

Working Capital—Under Section 16 of the Commonwealth Shipping Act the Treasurer
may make advances from Revenue to provide the Board with working capital, orshe. may guarsntee.
an overdraft for the Board. No adyances have been received by the %oard from the Tressury
as provided by this section, and the Line has been. financed entirely by ys; derived from the
sale of surplus tonnage, and the amount which has been received in excess of requirements bas
been invested in State Loans in accordance with the provisions of Section 19 (6).. " The Treasury
Las, however, guarpnteed an overdraft fot the Board af the Commonwesdth Bank o the extent
of £100,000 in Sydney and £150,000 in London, and: this has occagionally besn opersted on—i
beéing foutid sometimés mo¥e economicsl to Work on the overdraft than to réglize invested.
earning a little over 5 per cent. per annum, The totsl amount received by thé Board on ‘aceotiit
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of the.sale. of steamers to .:ilst March, 1927, the estimated amount absorbed by the steamers sold
and by steamers in commission may be summarized a3 under :—

£
Selling price of steamers disposed of, after deducting instalments
not paid .. . .. . .. .o 1,043,210
Bxpenses in connexion with stesmers sold or awaiting sale .. 286,135
Net amount of cash available for operating fleet in commission . . 767,075
Voyage results from 1st September, 1923, to 31st March, 1927 .. 379,878
Qverhead: charges (exeluding interest and depreciation), less
sundry recoipts . .. . A .. 249,019
Amount absorbed by steamers in commission . .. 628,897
Balance . . . . - . . 128,178
The-amount shown as absorbed by st in igsion includes insurance premiums

crediteq to Insurance Reserve Account amounting to £100,000, and Bunkers and Stores debited
to opening voigges and credited to Reserve Account amounting to £133,474—a total of £233 474—
which sum, whilst being included in voyage losses, does not represent actual shrinkage in cash,

Bay of Interest—Section 17 of the Commonwealth Shipping Act requires the Board
to pay interest to the. Treasury at 5 per cent. per annum on the amount of the debentures issued.
These debentures represent the transfer value, not only of the steamers retained and being operated,
but of those steamers which were handed over for disposal, and in respect of which the Board
incurred heavy expense-before sules were effected, The amount of interest due to the Treasury
to 31st March, 1927, on debentures issued by the Board may be summsrized as under 1—

Amount charged 0 old organization—the Commonwealth Line of Steamers  £11,532
Amount debited to Profit and Loss: Account on account of steamers being,
-qperated end on sccount of transfer value of surplus steamers from

date of sale .. . .. .. e . .o 154,784

Amount charged to Reslization of Assets Account on aceount of steamers
laid up awaiting, disposal . .. - . .. 63,513
£829,829

of which only the first item has up to the present been paid—leaving the sum of £818,297 owing
to the Treasury.

The position is, therefore, that if actusl payment of interest were insisted wpon the
Treasurer would-have to.make an advance to the Board of an amount equal to the sum outstending,
that money. would be returned by the Board as payment:for the interest due, and the Board would
have to-issue further inberest-henringbdebentu.res ; or, as an alternative, the Treasurer would have
to. guarantes an overdraft with the bank, which would have to. be drawn upon to its full extent
to pay the outstanding interest, and on this overdraft the Board would: have to pay interest to
the bank, Under the existing arrangement however, the Board owes the Treasury the ontstanding
amount, but is not paying interest thereon.

Additional Capital.—The power given to the Board by section 18 of the Act to raise
additional capital, subject to reso})ution by both Houses of Parliament, has not been availed of.

Disposdl of Prafits.~The wording of section 19-of the Act indicates that Parliament assumed
the Tine would, “after reconstruction, be in  position to earn profits, although it was well known
that for'some time prior to the passing of the Act most of the steamers were not earning sufficient
fréight to cover voyage dishursements, and while the “ Bay ” steamers were showing some profit
on voyage accournts, those profits were more than absorbed by the losses incurred by the other
vessels, ‘Even the-writing, down of the capital costs would not, apert from depreciation, improve
the ttading position. .

Reviewing the finoicial position generally, the Boaxd was of opinion that it might now
reasonably expect to earn:on. voyage operations sufficient profit-to-cover administrative expenses,
with a small margin towards. interest charges.; but.the greater part. of interest and. depreciation
charges could not be met. :
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Result, of, Operations~—The following statement gives an analysis of the operdtions of the
fleet, plus. administrative expenses, depreciation and: interest from Ist September, 1923; to-31st
March, 31927—('.11& figures for the closing months of the financial year 1926-27 having been
estimated :— o Lo

Yerlod. I-'lu)"‘unxz‘c;x‘flz!.."\'oyugal 2 Dale™ st;::m;)/oym uu‘nme’ln‘mxﬁ"}'@-nxn 'ch‘g:lﬁz%‘rlr‘mg::. e

— _ 4
s s £ s.,,z.J Y A T
1.0.93-31.3.24 (7 months)} P. 17,176 9 8 ot 1. 123,665 18 7' 5,301 11 9
24-31.8.25° .. | P, 40896 17 1| L. 437131310 . 134,096 '9- 4] ¢ 20,766 ¢ 3
4.25-31.8.26 1P 9460411 2] L, 6600618 2| L 772412 9 92,048 811
14.26-31.8.27 (L1005 0 7, L 107516 3| L 1896715 ¢ 2L100° 0 0
i P, 142,762 17 4 8 Cr. 69,306 6 11

L. 170,186 7 3| L. 352,454 10

0 Ads trat] Total 1. [ "Tatal Loss Carrled
Velod. e Operating Steatners, Deprecintion. Interest. .| . 7go Bajanco-shect.

£ s d £ sd £ s d, £ s d £ s |d
1.9.23-31.3.24 (7 months)l 42,386 17 9 143,484 911 907 12. 8 101,082 7 11 245,474 10 6
1.4.24-81.3.25 94817 311 209,364 2. 9 180,798 0 2 203,717 7 0 593,876. 9 11
1.4.25-31.3.26 of 91,472 9 8 107,241 0 6 179,684 6 10 216251 9 7 | 508,076 16 11
1.4.26-31.3.27 . 90,146 12. 8 168,805 3 6 172,847 10 0 238,732:10- 0. | . 575,384 13 ¢

318323 3 0 | 62860416 8 | 534,136 19 8 | 54783 14 6 | 191781510 10

Analyzing still further, the voyage results, as shown in the preceding statement, the
following table sets out particulars of the various services which have been conducted by the
Board, and their financial result, excluding administrative expenses, depreciation and
interest :—

—_ 1t September, 1023, | 1ut Ao, 1025, to | Tt Apen, 1025, to | 18k At 1920, to Total,
1t Septemben im.. Yl l;rﬂ!, Fast® | M e el “’”(”,;,"i“:}’,."‘;.},?,"' .
£ 4 d. £ 8 d £ o d | £ e d . £ 8 d.
“Bay " Steamers . P 17,076 9 8P 40,006 17 1 [P, 94,604 11 2 L. 10,005 0 7 [P. 142,762 17 4
* Dalo"’ Steamors—

‘West Const of U.K. Service .. . L. 42,713 13 10.[L. 66,606 18 2 [L. 30,023 9 8 |L. 135434 1 8

London Servico . n . . : . L. 34752 6 7L 34762 B 7
* Bx-cnomy ** Steamors (Fost and 5 N

West.Coast of UK, Sorviee), ..|L. 115,361 1 11 | L. 118050' 2'10 {L. 43,122 10 6 {T. 18,967 16 0 |L. 205494190 3
“E" Closs Steamers (Java Sorvice){ L. 10,883 1 5 L. 12,6486 7 10 .o P L. 23420 0. 3
“D" and “E" Class Steamers [

Chartered to other Owners (P 3848 1 0P, 820 16 3 (B, 2,446 3 11 " P. 15 200
Steamers chartered by Lino . . . L. 34,418 14 7 . ‘L. 3441614 7
Lay-up Expenses - 1,2719'12 0 [T, 4,320 15 0 |L. el 2 7 . L. 6231 9 7

Total .- «o]1, 106,480 311 (L. 135813 6 1 [L. 35781619 9 |L. 09,768 10'10' pL. 370;873 o7

P denotes Profit; I denotes Loss.

In examining the financial results of the trading of any shipping concern, the necessity
for studying the many factors affecting the business was impressed on the Committee throughout
its investigation ; and in submitting the above figures. it was explained that the comparatively
successful year enjoyed by the Commonwealth Line during 1925‘—)?6‘“';13 due, in a. great measure;
to British steamers baving, been held up through the strike of British. seamen, which ogcurred
during that period, whilst the less favorable results for the. year just closed conld be accounted
for by the falling off in imports from the United Kingdom. f’c'xllowing‘the British coal strike, the
substantial decrease in the quantity of exports from Australia and the lower earnings, dué to.the
reduction of 10 per cent. in freight rates, which operated from July, 1926. Notwithstanding
these adverse factors, however, it was claimed that the Commonwealth Line had received its
normal, share of the business offering. A further examination. of detailed voyage results placed
before the Committee indicated that the Commonwealth Tine received better ‘support from the

United Kingdom than from Australia—for example, taking the years ended 3lst Match, 1925,

i6
1626 and 1927—the “Bay” steamers showed on the outward voyages, ie., from the United
Kingdom fo Australia, profits of £72,838, £44,309 and £64,974, and on the homeward voyages &

loss of £26,775, a profit of £52,720 and a loss of £74,989 respectively—fluctuations attributed to
prevailing conditions, but not due. to loss of support.

.. The dbove figures cannot, it was explained, be accepted as an. indication of the results
which will follow. \(;he inauguration of the Board’s policy—contrary to the views of the Chairman—
of abandoning ‘the-service to the West Coast of the United Kingdom, and concentrating the fleet
on London. Until further experience has been gnined in this service a fair comparison. of the
financial results of the policy cannot be made. .

The Committee also had placed before it detailed statements showing the earnings,
expenditure dnd resultant. profits and/or losses on each trip of every vessel or class of vessel
since the inauguration of the Board, together with the Profit and Loss Accounts and Balance-sheets
of the Line for, each financial period. The Profit and Loss Accounts and the Balance-sheets have
been presented to Parliament each year with the report of the Auditor-General.

The Liabilities and Assets of the Line may be tabulated: as follows.:—

— 818t Mareh, 1024, | S1st March, 1025, 18t March, 1926, atat Mareh, 1027,
Liabilities. £ ad £ s d £ s d £ s d
Debenturés . . .. | 4,525,650 0 04,725,650 O O | 4,725,650 0 O [ 4,725,650 0 0
Treasury—On necount Interest on De-
bentures .. . . 115,202 7 6} 345781 9 1| 58201319 1 818,296 ¢ 1
Agents? Credit Balances .. . 5,164 510 30,804 0 8| 2,751 13 5 Not known
Sundry Creditors and Credit Balances.. 22,958 11 6{ 160,058 4 3| 139,309 8 9 Not known
Sundry Credits on Closed Voyages . 9297119 b 26,190 16 0 26,728 10 4 Not known
Balunce of Receipts over Expenditure on:
‘Pending Voyages .. . o . ‘e 56,210 6 2 Not known
Tnsurance Reserve Fund . . 58,676 13 2| 104,283 12 1 117,632 6 3 130000 0 C
1 (Estimated)
Bunker Provision and Stores Reserve Fund | 122,640 12 6 | 131,635 17 4| 1323817 6 1 133474 0 O
L . ' (Estimated)
Realization of Assets Account o 10,082 18 11 . .-
4,953,256 8 95,524,443 18 5 | 578261310 1 .
Assels.
Steameré-less dopreciation .. .. | 4103000 0 0]3921,685-19 0 |3361,616 16 5 | 2,913,466 0 O
i (Estimated)
Offico Furniture and Fittings less depre- .
cintion . . o[ 9882 2 5 9,348 1 4 8076 5 4 8000 0 0
. i i {Estimated)
Spare Gear .. . . . 32,887 19 6 36,174 810 35,824 12 8 31,000 0 O
(Estimated)
Unéxpired Tnsurance Premiums 40,266. 910 50,341 19 9 81,832 I 6 | X 00
POxpieE ’ o I (Estimated) 0
Claims.on Underwriters . 1,659 9 5 2305711 9 41,426 15. 11 7, 0
L. ’ {Estimated)
Agents’ Dobit Balances . 75,900 3 O 21,16711 1| 3835012 6 [ Notknown
Sundry Debtorsand Debit Balances .. 220,739 11 4 | 259,999.12.10 [ 252,376 15 7 Not known
Sundry Debits oh Closed Voyages o} 1302410 3| 46931 0 4 15,99¢ 0 & Not known
Balance. of Expendjture -over- Receipts |
op Pending; Voyages - . .~ 2,043 13 4 70,690 6 11 Not known
Investments and Cash-.at. Bank and in s '
hand o . .. | 20887710 3| 141,475 5 4| 239,696 12 8| 3803042 0 O
- ' s : (Estimated)
Realization of Assots Account .. w | . 104,217 14 10 | 414,987 19 8 | 632,000 O O
. . . . . (Estimated)
Balance from Profit snd Loss Account- ... | 246,474 10 6| 839,35¢ 0 5 {1234243017 4 | 19171456 0 O
) B T i 1 . (Estimated)
' 4,953,266 8 9'1 5,524,443 18 § 5,782,613 10 1 A e
v o . | -
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‘The Accounts for the yel?r ended 81st March, 1927, have not yet been completed, but the
+ indicates tho esti p ) 2

following stat ted financial § of the Line as-at that date:—
Liaprorres— . £
Debentures Issued .. .. - . .. 4,725,865
Reserve Funds . . e .. 263474
Treasury {(Account Tniterest) .. e .. 818296 ‘
Depreciation . . . . .o 07908 v .
L ——— 6315328
AssETS— B
Steamers remaining in Commission— o '
Transfer Value .. .. . . .. 3,400,000 ..
Capital Improvements .. .. o 21,364
. ' 3,421,364
Turniture and Fittings e . .. 8,000
Spare Gear s .. . .. Lo 31,000
Unexpired Insurance Premiums . o . 30,000
Claims on Underwriters . . " 47,000
Investments .. .. - ..£303,463
Cash at Banks . .. .. £34,650
Overdraft .. . .. .. 35,071
—_— 421
—— 308,042
Instalments not yet paid on Surplus Tonnage sold .. 59,062
———— 3,900,368
Total shrinkage of Assets from inception of Board. o 2,414,960
Deduct—
Loss on Sale of Surplus Tonnage .. .. .. e 532,000

Total Loss since inception of Board in operating steamers
(including Balances on Pending and Closed Voyages,

&e) .. .. . - . . 1,882,960

Made up as follows :—
Loss of Voyage Operations, plus Administrative Expenses .. 628,895
Depreciation charged to Profit and Loss Account .. .. 534,137
Interest charged to Profit and Loss Account - .. 754,783
1,917,816

Note.—The difference between £1,917,815 and £1,882,960—£34,855—represents items
in transit. :

Administrative Ewpenses.—-Statements placed before the Committee indicated. that. when
the Board was established in September, 1923, the office staffs consisted of 169.males and: 79 females
with salaries totalling £64,387 per annum, whilst in February, 1926, there were 144 males and:53.
females, with salaries totalling £64,298. These figures included the Board expenses, comprising
the salaries of two Directors (£6,500), with their private secretaries (£875), and the Seécretary
and Chief Accountant (£1,000) ; the-salary of the third member of the. Board (£3,000) is:charged
to Cockatao Island Dockyard—the Dockyard accounts. being kept distinct from those: of the.
Shipping Line. There were also General Managers in Australia and in England, each-on-g-salary
»f £2,000 per annum ; Branch Managers at Sydney (£800), Melbourne (£1;100), Brisbane (£650),
Adelnide {£800), and Fremantle (£1,000); and an Assistant Manager in London (£1,000), -Other
principal officers of the Line included, at both Sydney and London, 2 Marine:Superintendent and:
an assist and a Superintendent Engi and an assistant. This superintending staff for &
fleet of seven vessels was, it was stated, due to the necessity for having superintendents at-the
Head Office of the Line, and as the itineraries of the steamers did not permit of overhauls and'
major repairs being effected in Australia unless the steamer was taken out of commission, such
work had to be carried out in London with the quent need for superintendence there.

it
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.. Notwithstanding the heavy salary bill, the Committee was informed in evidence that,
onthe whole, the rate of salaries puid to many officers in the employ of the Shipping Board was.
lower than that paid to corresponding positions in private shipping companies, and in conseguence
difficulty was experienced in retaining the services of young and efficient officers. The general
feeling of doubt prevalent concerning the permanency of the Line was also a factor which influenced
offieers when offered more attractive positions elsewhere.

Administrative: expenses, including rent, &c., for each financial period since the
eéstablishment of the Board have been.i—

102824
— (Seven Mouths.{  1024-25, 102326, 1026-27.
oniy).

. . . £ £ £ £
Board Offico. . . . o . o . 5,294 13,162 12,678 11,872
Sydney . . - - .- . .. 12,073 30,078 29,204 28,872
Sydnoy Whart' i, o . . o ] Tesss 14TL. 5,123 5,739
London . . . . .. - . 10,483 27,423 24,085 21,994
Melbourne .. . . o . “ . 7,425 9,866 8,729 0,431
Brisbane .. . . . . . . 1,722 4139 | 3,920 3,972
Fremantle and Perth- . . . . e 1,097 4,115 3,918 4,150

o . 1,905 4,074 8,770 | 4116

Adolnids .
' 42,387 94,317 91,472 90,145

It was admitted that, although some reduction had keen made in the London office expenses
aftér the transfer of the Head Office to Sydney; considerable savings could still be effected. In
London mucli of the work of securing cargo, &c., hag been performed by a firm of brokers, under
an agreement which provided for a minimum annual payment. of about £18,000. The Chairman
of the Board was:of opinion that a saving could be effected by dispensing with the-services of the
brokers and augmenting the Line’s own staff. On the other hand, it was considered by the Deputy
Chairman and otlier witnesses. that, by dispensing with the brokers who had been associnted with
the Line since its inception the earnings of the Line would be seriously affected, at least, for some
time.

In its Interim Report on the Commonwealth Government Shipping activities, presented
to. Parliament on 11th August, 1926, the Joint Committee of Public Accounts veferred to the
necessity for drastic curtailment of overhead expenses in connexion with the Line, but inguiry
made since elicited the reply that, although- some small savings had been effected, it had not been
considered adviseble: to undertake any drastic alterations pending the presentation of the
Committee's: finpl Report, .

As vessels call at Hobaxt only during the fruit season, the work at that port is performed by
an agent. Agents are also employed at Colombo and at Port Said and Suez. i

As the mejority of shipping companies trading with Australia do their business through
agents, who. are paid & commission based on the cargo engaged and the passengers booked, the
Cominittee inquired whether such a system would not be more economical than maintaining
branch offices, and it was. furnished with figures indicating that if the Line’s branches had been
run on a commission: basis, the expense would have been much. higher ; moreover, the Line had
been established originally on: an agency basis, which had been found unsatisfactory, particularly
from the point of view of the amount of business obtained.

BENEFITS OF THE LINE.

Apart-from the financial results of its actual trading operntions and its war-time necessity,
evidence was placed before' the Committee indicating that benefits, in addition to those already
veferred to through its influence on freights, had been derived by Australia through the
establishment of the Commonwealth Line and its presence on the United Kingdom to Australia
berth. By the building of the modern “ Bay " and * Dale ” steamers the Commonwealth Line
had impelled. other owners to improve their ships and services; and by the provision of
experimental refrigerated chambers in its ships, it had encouraged and zendered possible the
successful marketing of Australian soft and citrus fruits overseas, Goods carried in these
chambers, it might be mentioned, pay no freight unless they arrive at their destination in good

condition. R ) i .
Amongst both exporters and importers the Commonywealth Line was said to enjoy & good

. reputation for its efficient handling of cargo, and many communications from merchants confirming

these views were placed before the Committec in evidence. This condition applied particularly
to shipments. of tea from Colomho to Australin, in which trade the Commonwealth Line took a

prominent. part.
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Notwithstanding much eriticiam at times, especially in the press, concerning the ‘passe
treatment and accommodation of the “ Bay ™ stlljzamezg', it wug, shown in evi encé"fthnt'ntgl?:
popularity of the vessels na passenger-carriers was steadily increasing ; ‘and the Line now catiied
over 20 per cent. of the passenger traffic between Australia and the United Kingdorn. Naturally
some complaints were received, but it was stated. that the mandgement of the Line took early
sf;eps to mm(;dy any matter in respect of which complaints were well founded. On the subjéct’
u1 Passengers’ complaints reference might be made to.a case brought directly virider the-notice of
:7" e Committee, wherein a well-known business man rmade derogatory statements concerniig the:
t of the Co wealth Line, the food supplied and the treatment accorded
passengers.  After the issute of writs by the Shipping Board and. the Master of the steamer the
alleations were unreservedly withdrawn. and apologies. tendered. for having rushed into print
upon B,l‘l(’h ineorrect information to the serious detriment of one of Australia’s most important
assets.” The employment by the Line of a Travelling Inspector, who reports direct to the Board
ggn?}iiiﬂi?}‘eri requiring attention in the internal running of the stesmers, was found to have a

ect. o

CARRIAGE OF MAILS.

The opinion was. expressed in evidence that the Commonwealth Line could be: utilized
the carringe of mails to a greater extent than it had: been, although it was recggz}:izglillf:g :}?:
existing fleet was: inadequate for the conduct. of & regular mail service to Great Britain, The
%prescntntlye of the Postmaster-GeneroFs Department explained to the Committee that the.

epartment’s policy was to despateh mails by the. quickest route, and, where possible, by a contract
vessel, and a3’ the Orient Line was under contract to the Ct wealth Government for the-
conveyance of mails from Austrqlia to (reat Britain, and the Peninsula and Oriental Com; any
wni under contract to the Imperial Government for the conveyance.of mails from Great Britain
to ;stmlm.‘ the amount 9‘{ mail which could be sent by the Commonwealth Line was not-yery
%reul. Morcover, as the “ Bay 7 steamers did not call'at any European ports before reaching:

ngl and, only mails for the United Kingdom would be: despatched gy tliose Vessels, and, such
:-2::) .;n ity.;(:lktf‘l]em(llﬂe;s iiglgx:réiaysf lo;;]gey 170t hreach their destination. The Department, however

copniz ity of utilizing the i "the C i never
cailinge of in oy esirabilit g'd ReRs 1% s d:esr;x‘ces of the Commonweslth Line whenever the

PARTICIPATION IN INTERSTATE TRADE.

It was advocated in evidence before: the Committee that as a Com y i i
. 1€ T he C: Commonwealth Goveinment
ll;;nzﬂ w 1t,51\‘ s;zeamﬁrs complying \v}th the provisions of the Navigation Act, greater facilities should
bo o 9ige Al)f lt e }camagq of interstate cargo, particularly between Tasménian and: Western
n taka. = Although the Line catered largely for interstate passengers, it was, in the opinion of
the Board, considered undesirable and inadvisable for the Line to. participate in the interst
gs:gg tmg.e,st exfgpt‘ in cases of necessity, such as the carriage of frozen meat from Brishane: to
Wes r:rl?' ustralia, and apart from the.question of policy of competing against Australian: interstate
; SuIp-owners, vessels trading oversess could not satisfactorily handle any material quantity
of coastal cargo withous interfering with their overseas itineraries. ’

DOMICILE OF THE SEA-GOING PERSONNEL.

Arising out of the fact that the vessels of the Comm i

. onwealth Line i

;ﬁils&; :;t:t:im:a%leldmg?l;:; of };he crews enjoy tllxe benefits of Australian :rr:gg: a?; gﬂzgigsn
ticulars concerning the domicile of the sea-poi .

fleet. Detailed figures regarding each vessel showed: that out of o total cox%;)lllzainggzsg? 111653? g}ﬁ

were domiciled in Australis, and 520 in the United Kingdom, made up as under:—

nlasters N :\!la!éllh. Unlted Kingdom,
Officers, including Pursers and Wireloss fo
Decis Compodi xibt & TS m?. Wuele.s.s Operators 3’57 .. 19
Engineers .. - .. 60 - e
Engine-room Complement .. e 8l . 37
Victualling Complement .. . . 178 - 202‘
Galley Complement . .. 46 . X
Apprentices .. o - 27 . 4
Totals “ . - - 5ﬂ . 52—0
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COMMITTEE'S OBSERVATIONS AND RECOMMENDATIONS..

: Whilst fully recognizing and appreciating the invalusble service rendered to Australin
by the anunon\vealth; Liye of Steamers during the war years and the immediate post-war-period,
and- the m{i}mlxce which it has throughout exercised jn. redueing and restraining freight rates,
the. Co; : : that the benefits now accruing to the. country by its existence as 2
Governmentgl.concern are more than outweighed by the heavy losses already sustained, and which,
it must-be reluctantly admitted, are likely to-continue. Morcover, if- any.shipping line is to remain:
in business, it must. progress, and new and up-to-date. tonnage. must..be acquired. At .present,
the seven ghips ‘comprising the Commonweslth fleet, .are Dbeing run little short of their utmost
capacity—and yet, no provision Has been, or can be, made for their replacement, or for additions
to the fleet, unless by a special vote. The expectations of Parlisment when it passed the.Shipping
Acbdn 1923 have been.far from realized, and the results of the trading of the Line serve to prove
how unxeligble forecasts and estimates. are in the shipping business.

Having regard to all the circumstances, therefore, the Committee is of opinion that the
A\?tt_:llani Commonwealth: Line of Steamers should not be retained as a direct Governmental
activity, . ..

- In submitting this dation, however, the Committee: recognizes that this line of
steamers is-an asset belonging to Australia, and the Committee has carefully considered how the
Line -should be disposed of in:a manner which: would preserve to Australia the good effects it has
%erc:lsed in the preservation. of reasonable freights and fares between Austfalia.and the United.

ingdom, i

While it seems to the Committee an undoubted fact that the extremely heavy losses on
the running of the Commonweslth ships, even disregarding—as has, indeed, been done in the
past—the necessity for paying interest on the éapital ihvolved and: depreciation on the ships,
are not fairly counterbalanced by the advantages to Australia which the presence of the Line
affords, it. is still felt an.effort should be made. to retain, if possible, those advantages while
minimizing running costs-and management experises:

The. influence for good. or evil of world-shipping upon the prosperity and. the commercial
development of nations 15 too evident a.fact to need lengthy discussion, more particularly in these
latter days when the agglomerative tendencies which have made themselves felt in this particular
branch of commerce have resulted in the formation of huge shipping combines of world-wide
activities whose underlying motives are often far from being:altruistic and: occasionally fail to be
even:patriotic. : -

Either to guard against victimization by these bodies or to supply, by establishing reasonable
means of communication for their products and citizens with. other countries, most of the
commercially important nations of the- world have found it necessary to. interest themselves in
the question of the sea-carriage of goods and passengers.

For present purposes; it is. of: advantage to consider briefly what form this interest has
taken. In the: cdse of thos¢ nations to whom the matter of international ication is of
the greatest importance in that they have large numbers.of world travellers and immense quantities
of their products. to place upon the world's markets, the. method used to best achieve these ends
has been, in most cases, to, so to speak, adopt a leading shipping company of their nationality
which: received .the support of the Government in trade, by subsidy or bounty, and in some
instances, by giving such.company the control of Government-owned vessels, Examples of this

rocedure are furnished by France. with the Messageries Maritimes, Germany with the Nord

eutsche Lloyd, Haly with the Lloyd Sabaudo, Holland with the Royal Packet Service, Japan
with two steamship services—the Nippon Yusen Kaisha and another—and in a minor degree by
England, where cheap money is now made available for shipping and ship-building by private:
individuals or companies ; Sweden, whose competition with its thoroughly efficient and economieal
motor ships is increasing, and the Union of South Africa, which has for years been running clis1tered
ships bebtveen its. ports and Western Australia for the transport of railway sleepers.

' In some dominions of the Empire, as in Austrolia and Canads, Government sotivities in
shipping have been controlled actually, if not theoretically, by the Government, in each case,
withfinancislly disastrous results; and an abiding uncertainty as to the amount of financial lisbility
in the fubure, \hile i Australian States, State ownership of trading vessels has not resulted in
satisfactory rébirens or vesults.

‘The proposition which the Committee r ds for the future of the Commonweslth,
Line is. for the establishment in Australia, by Australians, of a company which would be free
froin the influence of'any outside shipping combines or intions to take over-from the present
holders the ships. comprising' the existing fleet. and to run the line under the control of such
company’s shisréholders and ditectors, on business lines, with the utmost possible: guaranteed
suppoit of the. Govérnment in such directions as the granting-of mail contracts; the sea
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of Government goods and material, the transport of immigrants coming.to Australia under the

control, or with the assist: of the Gov t, and in such other ways a8 may, from. time

to time, suggest themselves. . }
Such & company Tnight well be called a co-operative venture, a§ fivst, its' establishrent

and' second, its success, woild be die first of all to the- co-operation of the Governmient ‘of the
Commonwealth with the people of Australia, and secondly, by the co-operation -of the various:
classes. of the citizens of Australia with one anothet. T¢"deal with thé aséistance-which might
reasonably be expected‘from the:Goveriment, it is suggested that the already ’gbn'erously'wt‘iitthn'

0

down transfor value of ships forming' the Commonweslth Line should e’ furfher rédvoet ;
handing them over to the proposed company, if and when formed, on- the-distinet understanding.
that interest:and. depreciation should be actually paid, and not merely owed; to the Commonweslt!
Treasurer ; that alli possible assistance should Be afforded’ by the Commonwealth: Bank and-its
branches, as in the case of the raising of Commonwealth loans, thus matetislly reducing the cost
of flotation ; that an undertaking: should be -given that all business within the control of the
Commonwealth Government should. be given fo the proposed corapany, and that all netessary
legislation to furthersall: or. any of-the above objects-should be introduced: as:required: ‘The peopls
of Australis, in order to play a worthy part m such a. scheme, might be expected to encourage-
an undertaking which is designed.only for.their benefit.and for-their national commenrcial security,
by subscribing to the capital of the company in such proportion-as. their financial circumstances
permit; but while these reraarks apply to the citizens of Australia as-a Wwhole, it mightbe pointed:
out that to some-clagses. of onr population, they have a.more particulsr aud intimate applicati
Every individual or association of individuals doing busi with shipping companies. would
surely find a benefit.in supporting a scheme, which, whether engaged as an exporter or.importer,
whether -in. primaty or dary industry, is designed: for tii purpoge of stabilizing the:
circumstances of the overseas trade-of his' country and to insure that Australian shipping shall
obtain.such share ag it.js able to handle of the commerce between the.other commercial centres
of the world and ourselves. Thus it: may reasonably. be-expected: that the formation, of &.company
to relieve the Australian Government of  task which the world’s experience has. proved is. beyond
the power of any Government. to carry out efficiently, would receive the suppoxt, both in:money
angd influer of all agsociations, of producers, both primary and secondary, ag well as of the
individual members of all Chambers of Commerce and of Manufactures, industrial and other
unions and associations, and: of importers and exporters: throughout. Australia.

As the ideration: for the transfer of existing vessels would:talke the form of anundertaking
to. pay interest and depreciation on the transfer value.fixed, the capital required by.the company
would be needed principally for.the payment of such interest-and depreciation, and for the provision
of working capital, ang quently, only a 1 1nble b would hiave to. be subscribed.

It is not to-be-denied that & company such as suggested would be faced with some knotty
problems, not the least of which is the question -of Australian conditions. In this Reporb iy
published. a_comparison between costs involved in payment of seafaring wages as between the
Australian, British: and other scales, which comparison becomes- more significant still when the
question of victualling also is considered, and a study of these data i3 likely to raise a doubr a5
to whether it is possible to retain both an Australian mercantile marine and Australian seafaring
conditions, and. if nos, swhich should be dispensed with. . C

Another return furnishes the interesting information: that these “ Australian”™ conditions
existing for the-benefit of the sea-faring employees of the Commonwealth Shipping Line are taken
advantage of by fully half of the:said employees whose domicile is outside Xustra‘lin.‘

Liven with all these considerations, the position of Australia, of the Commonwealth
Government, and of the taxpayers of Australia. would be more satisfactory and secure under the
suggested scheme ‘than under present circurhstances, or indeed, under any modification of the
same which involves Government as.against private control, '

Should, however, such a proposition as outlined be found, for any reason, impracticable,
it would undoubtedly be possible to find individuals willing and able to make proposals for the
acquisition of the Line. :

The Committee further suggests that when the- y legislation is' heing, considered

in:the Standing,

by Parliament, the.procedire laid. down for the consideration of “ Private Bills * i
Orders of the British Parliament, and' which have enabled Britain to make the best and most
irreproachable use in the world of private enterprise, should. be temporarily adopted for the
congideration of such measures, . i

As legislative action will be necessary to give effact to the recommendations of the.
Committee—in whatever form the Government ‘may decide to submit them to Parli —the:
Committee is ot;g)inion that there is no justification meantime for the continuance.of the. present,
expensive and inharmonioys Board of Directors; and it recommends that the appointngents. of
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the present membeérs of the Board beé terminated simultaneously. sid as early as posmble. Ml(‘l
Larkin’s appointment terminates in August, 1928, but he has, on more than.one occasion, exprlesset
a.desire-to. be relieved of his appointment, and has actually tendered his resignation in, at ]eius,.
ome instance. Sir William Clarkson’s appointment expired in August, 1027, whilst Mr; Farquhor's
present appointmient is held subject to one month's notice on either side..

o . . Lo o . the
A Board of Ditectors is required to comply with tlie terms.of the Act as ab present on t

Statute Book, and the Committeg considers that as there are in the present service of tluie Line,
officers who are capable of taking control, members of the Board ‘shyuld be. selected the{)e rom-~
#ich members being representative of the financial, traffic and ical branches of the us(liness.
During the debate on the Shipping Bill, and again when the pérsonnél of the Shipping .Boaé “88
announced in Angust, 1923, it was indicated that o financial member would be appomtcb. 1;
inquiting whether such action had been taken, the Committee was informed by the meml 015 O
the Shipping Board that such an appointment had been rendered unnecessery through the sel ec;xor(;,
i8 Seeretary and Chief Accountant to the Board, of Mr. Lewis, whose ability was undoubted,
and. whose financinl advice was unanimously regarded by the Directors as sound. .

With.a Board of Directors. so constituted and actively controlling the offairs of the Line,
-the.Ce Wlt']‘;‘a']»:?sozi : bnion that; the retention of General Managers, who are drawing high salaries,
is-unnecessaxy: . - o

) "The we é existi i ¢ Li tilizes the proceeds.

The weakness of thé existing system of financing thé Line whereby it ul
of the sale of ifs assets as working capital is recognized by the Committee, but as the cafsh ]ist prese;x:
iii hand- is-sufficient' to provide wmgdng capital for at least two years, alterstion of the pg::e i
systeri of fifiancing is not immediately necessary. peiticularly in view of the: Comn}:1 eed
i dations-concerning the future of the Line. Moreover, m;mh 4sa'.vmg£, (:fn 1.: I;O?s:i deerscé

i still bé éffected. in overhead expenses, and the Committee is of opmion, i eviden
gl’gdégfl];efgié it, that s saving of ntlienst £10,000-pér snnum could be-effected in connexion with
the-London office. | orhors of tho
Gommittee roprets that dissension should have atisen between the members o

'Bonid.Thglth%ilgllxl eﬁgh rgémber of the Board, in the opinion of the Committee, appears t? hi;l‘;z
given his bes} to his work, according to his own ideas as bo what was miosb adva:;xtageous :1;1 e
Y., their views on questions of policy ate so entirely ab variance that no goo purpoiia1t lfou °
served, by expecting &e pregent personnel to ‘;;ork togeth:r. usbﬁe];f‘?s;gc;fl ?;;ﬁﬁgrz.f i Ling‘s
the éffect. of such a state of affairs may not be apparent in the ults.
zhzr:gi%?s? 'itguicn'ﬂ;:g;ce” particularly amongst. tlie administrative and executive officers, must

be decidedly harmful,
o WALTER KINGSMILL,
Chairman.
Officerof $hé-Toint: Committce of Publio Account o ) -
 Tederdl Pailiament House, [r Wu%&/%&é
: ’ ) PR o o ———

Melbourne, 6thi May, 1927.
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MINORITY OBSERVATIONS AND RECOMMENDATIONS. .

In the Interim Report by the Joint Committee 6f Public Accounts presented to Parliament
in August last, it was upanimously recomménded that in the interests of Australia, the
Commonwealth Line shiould be retained subject, however, fo drastic curtailment in overhead
expenses and a review of the system of financing. Since that.date, additionsl evidence -placed
before the Committee has confirmed the fact that the Line has been of the greatest assistance
to primary producers and shippers, and, in our opinion, thére is no justification, for any departure
from that recommendation.. . .

We consider it to be of paramount iimportance to Australia that the Australian
Commonwealth Line of Stéarners should be retained for the following reasons :— '

The Line has been, and still is, a controlling factor ih regulating freight rates on
exports from Australia to the United Kingdom and impoits to Austialid. from the.
United Kingdom. ) ) . i o L

In support of the above claim, we would point out that during November, 1925, it wad
proposed that some outward rates from United Kingdom should be incressed by approximately
10 per cent. The Directors in Sydney replied that they could not agree to any increase as they
considered present rates were sufficiently remunerative toBritish owners. This suggested.increase
did not materialize, Further, in August, 1926, the Australinn Commonwealth ghipping Board
was instrumental in bringing about s general reduction of approximately 10 per cent. on.freight
13tes on commodities exported from Australia to the United Kingdom and. the Continent.
Confidential documents placed before the: Committee prove that this all-round. reduction was
not-a spontancous action by the other ship-owners, but was. forced by the determined action of
the. members of the Shipping Board in Sydney. The annual saving to Australian primaxy-produeers
and exporters by reason of this. reduction alone amounts to far more than the greatest annual
loss made by the Line, even including all interest and depreciation charges, and it must be
remembered that the greater portion of voyage losses was incurred owing: to the unsuitable
tonnage transferred to the Board. L .

'he opinion was expressed that the Line is not now in a.position to control freight rates
between Australia and tI])Je United Kingdom and the Confinent owing to the increasing
competition by foreign ship-owners, but this is entirely refuted by the fact that s recently as
the end of October last, the Australisn Commonwealth Shipping Board received. advice from
its London Office that both the British and foreign owners proposed to-immediately increase
freight rates by approximately 15 per cent. on. all cargo carried from the United Kingdom and
Continent to Australia ; and the Board was asked to agree to the proposal. Tle Board declined,
and the suggested increase did not come into effect. Had the Board agreed to this proposal
the earnings of the Line would have increased materially, but as the Commonwealth ships carty
only about 7 per cent. of the imports, its earnings would benefit only to that extent, whilst
British and foreign owners would receive additional earnings under the higher rates of freight in
respect of 93 per cent. of the trade. The annual saving to Australia in this instance again more:
than covers the annual loss by the Line after including all charjzes such as interest and depreciation:

Quite apart from the fact that the Line is preventing, the possible exploitation of Australia
by controlling the freight rates, the Line is an absolute necessity.because of the peculiar geographical

position of this country. Australia is situated far away from the markets in which it must
compete for its existence, and to do this successfully, we must ensure that our ports axe served
with a sufficiency of modern, fast tonnage to enable our products to be marketed, not only as.
quickly as possible, but also as economically as possible.

The competition offered by the Line has compelled, and is continuing to compel, British and
foreign owners serving this coast to provide more up-to-date tonnage, and it is imperative that
this henlthy competition should continue, to ensure that the marketing of this country’s. products
is not jeopardized by allowing oux ports to be served only by British and foreign tonnage.

Once the Commonwealth Line is disposed of, thexe will be a very real danger of the new
owners becoming closely associated with, or even part of, the Conference, with consequent
detriment to Australia, and increased freights far in excess of the attempts which, so far, bave
been effectively resisted by the Commonwealth Line. With an overseas trade—amounting in
1924-25 to £319,000,000—it is essential that Australia should have a mational shipping line to
safeguard its inerests,

The Canadian Government, although that country is much more conveniently situated
than, Australia in regard to the world markets, has found it. necessary to continue to. operate
a Government-owned fleet, and notwithstanding that the losses made by the Canadian steamers
are much more than the losses made by the Australian Commonwealth Line, the Canadian
Government has recently decided to extend the services of the Canadian Merchant Marine, and
tenders are to be invited at an early date for the construétion of five 14-knot vessels of
approximately 10,000 tons each. with up-to-date accommodation for first, second and third class.
passengers. The vessels will be Diesel-engined and equipped with modern refrigeration,

N
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The loss made by the Canndisn Mercantile Marine for the yoar ended 31st December, 1924
(the last figures which are avajlable) was as follows :-—

/ i inistrati £ s, d.
TLoss on Voyage Operations, —Plus Admlmstmtu.r? 1,440,%80.21 e

Expenses . . N " .

1te
Inmﬁva?:esyem OI.‘ Govefl.lment ..0 ? a.. 4,466,144.30 .. (£920,854 10 0)
Depreciation .. 2,990,584.86 .. (£604038 2 0

2

. . .. .
Total loss for year. . . .. 8,836,600.37 ..(£1,821,981

The loss made by t{xe Australian Commonwealth Line. for the year ended 3lst March,

1995, the nearest equivalent period, was :—

s, d.
Loss on Voyage Operations—Plus Administrative Expenses .. %83,3(13; % 3
Interest on Debentures .. .. .. .. .. 180’798 e
Depreciation .. .. .. .. .. . A

£593,879 9 11
i i i i sle that since the advent of the
Evidence has been given by shippers and. business people
Commonywealth Line the"trgeatment‘recei\ cd from other shipping owners has under(;lxoneda sll?g‘l“::t;
change for the better. and many letters irom infiuential shippers have been. [)‘r(:x mt Dok
thay the Line is rendering extremely useillxll sgrv:ce. In fl‘:{]t gnief;l:::) X)x;o%i;le oquutres,mers the
‘businéss point of view, we consider that the Commoniwealth to Steame
EE‘:;:;:&I Eeccssity not :)nly for the shipping community, but for the welfare of %u%tr.n.!ui. onmage
When the seamen on British steamers went on strike during 1925, and X h I‘llt‘ls rimafv
was Inid up in Australia, the Commonweslth Line was of great assistance to Aus Sa]u:rn g.)nd ary
producers ]%y ‘enabling them to get their pmd\ﬁ: maé‘ke'l::;ridai.;r%z% (:v%}:l::taa:g’rio:sa"ffislocntion
these: steamers not been available there would undoul e B o o the presonce of
;i ith its attendant losses. Moreover, there is little doubt bu ¢
glﬁetriggew:;%}:-owners would have taken sgfps lt];o ;ecolx)lp t}ierlxas?ll;es. by means of increased
ights, for involved through their ships having been he - . .
irexght;,xxf osfdgz?;i}:ﬁstxﬂzoﬁi,rexe has: b%zen of considerable benefit and assistance 1n the Australian

" interstate trade, porticularly so in regard to the carriage of meat jrom Queensland. to West

Australia, the space on interstate coastal sf';ea‘merst Ifft‘e‘thw’l’ngtE;?:eﬁ z::ezleyc cl)lxl::i?xegqlilx?::e.asingly
. From a passenger cartying point of view, the ' D&y mers 016 bec O
e : f forcing other Lines to provide better c ons. a1
O o e e lia. The sccommodation provided in these
odation for immigrants to Australa. ; l
‘:'S:gzlll;gzrzcectotizr? coming to Austmlgita bein&r; imi in ud\';a{)ce gi r'):]g]en:tgig:'d:gobi}:’hgtkfxfelﬂ::; r\gbzx&
“Bay " steamers were first commissioned. In coastalpas raffie, b0, or0!
zl;ebeg?{'er;tﬁnmrihl assistance, as is evidenced by the large and increasing number of coastal

: " »
passengers now being carried on the ““ Bay " steamers.

We aaree with the recommendations of the Committee that the service.: s?lf)leﬂ‘e ;‘){’?:ﬁn;

bers of the Board should be terminated simultaneously and as early as po N

g‘exso? only seven ships as compared with fifty-four when the Board was first institu ?ve 0%

tﬁ:re‘ doésynof, appear to be any justification for the retention of s;uclf] éﬁl eﬁgznila o Bowd,

togother ith o Genral Managors. The moneg art I, By slestod on ncsount

! d chosen from officers now Wi , spe ¢
z?%ﬁzglﬁx;\sﬂdzef?ﬁ e)fperi‘ence in the financial, lfmﬁilc ar;;d Ifec;l':lc?:ilaggni??n;f ‘2’1::;, ss:i‘;ifeéhe
o nion, the Commonwealth Line should not be as ed § )

Confe:gx?c: lfi:g,n}xor:i ex:ly steps should be taken to remove any restrictions now imposed on

the Line by virtue of its association. o terot desirabl o havo an agency instend
ider that at ports where it is considered aef le ! te

ofa Br?l‘tr::l‘iﬂg}c;ﬁ%imslg:ﬁ agents s}lljould‘ not be selected from amongst those representing opposition

)

fines “ " “Dales-”’) cannot be expected to maintain
¢ . (five ““ Bays " and two “ Dales ] c i

th i:‘é;z P:ﬁz::ﬁi?ﬁfﬁ k(!erious risk of breakdown snd consequent dls‘locat:z:;' toEznp:r\x:"i‘]ﬁ

ofetl?: layixgxg up and overhaul of ships, and, perhaps, zhle‘ extension of services,

‘ ing, however; to recent developmen : pro

?ﬁa??tf;s&z;nt gx‘;g!l;! ga; to the,m’os(: economical method to be employed, 1t is consid

that new tonnage should be. ordered: til such time as the superiority of the Diesel or other

has been dé ated. % _g
Melbourne, 6th May, 1927. W

E. C. RILEY,
P, J. MOLONEY,
C. 8. McHUGH.
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COCKATOO ISLAND DOCKYARD. |

INTRODUCTORY. ' )

... In May, 1909, the Commonwealth authorities, being' desirous of secuting an area of land
Suitable for the éstabhshment of & Naval Dockyard, communicated with ‘the Goveriment of Nesy
South Wales, as. 2. result of which the advisability of $oking over Codkatoo. Yala 0
where the State was then constructing ships of wat for, thie Commonweslth, Was considered. = The
actual transfor was cffected on the 3lst J anuary, 1913, and an adjacerit islet, known as Schnspper
Island, was included in the transaction.  After its transfor to the Commonwealth, Cockatoo
Island Do_c]({iynrd was placed’ under the control of the Naval Board of Adndinistration, during
which period the construetion of certain Australian cruisers and' destroyers; dredges, and other
vessels was undertaken, : : Co

To carry on the Commonweslth's programme of shipbuilding, there was created in May,
1921, 5 « S}xlpbmlding Board of Control,” con%sllzsting‘of M. pR Fntq&har,. who was also appoint'e{l
Director of Commqmvealth~Shtpbuildi‘ug, 83 Chaivman, and Mr. H. C. Brown, then Secrétary of
the Ship- Construqtl.on'Branch' of 'the Prime Minister's Department, as. Finance Member, The
functions of the thpéupg Boord of Control included the control and supervision of the operations.
of the Government bpr,mldn}g Yards at Williamstown, and Cockatoo Teland, and the placing
of both Yards- on o sound business. footing ; and, in accordance therewith, the management of
Cockatoo Tsland Dockyard was taken over from the Navy. on.20th J une;, 1921.. ’

+ CONTROL BY THE: AUSTRALIAN COMMONWEALTH ‘SHIPPING BOARD.
. Two years later, on Ist September, 1923, Cookatioo. Tsland and Schnapper. Island were,
in accordance with the provisions of the Commonwealth Shipping Aot 1923, transferred to and veuted
in the Australian Commoniwealth Shipping Board, for its management and control, )
., . The administration anq financing of Cockatoo Island Dockyard were to be-carried out as
Iaid down in. the Act,. the provisions: of which have already: been outliried in this: Report.

Mr. Farquhar having been appointed a Member, of the Shipping Board, it was' artanged:that ~

he ke authorized to control the operations of the Dol rd and its sta L .
Board in all matters concerning C'I;ckatoo Tsland. Ko onl i3 staf, and to represens 'the

Uhder Section 14 (4) of the Shipping Act, the Board was émpowered to carry on, in réspect
to Cockatoo and Schnapper Islands, the business of manufscturer, engineer, dock owner, shipbuilder
and repairer, and any other business: incidental thereto, and iit accordance with this: provigion
arrangements were made to conduct the establishment as a modern Aindustrial concern, and to
use every possible legitimate endeavour by submitting tenders—~providiiig for overhead charges
and a reasonable profit—to obtain all private work offeting, Such g course, it was mintained,
was essential to enable the Board to meet its obligations under the Act, a3 it was_considered that
had the Board to depend solely on work from thy Navy and other Government Departments, it
would be impossible to:do 8o, ~ T was considered, liowever, shat Government Departraents were
Dot giving sufficient support to Cockatao Island. On the other hand, ths Docykard had secured
& considerable «ﬁxaxmty of private work, and had 8 number of clients who were satisfied with both

was explained that, aga rule, o fixed price was given for outside woik, but in the cade of work for
the Naw or the Commonwealth Line, the practice was to chatge actual cost of labour and material,
Plus 42} per cent. for overhead cliarges and 10 pef cent. for profis. o

. Corpplnihts have, however; been made at various times by business compefitors that to
obtain private work, the Cockatoo Island Doclyard authorities hsd made a practice of
unveasonably undercutting prices, and that losses sustainedon. private work had: been made up
from undue profits on Governmens work, B
hand then the Shipping- Board took over Cockatoo Tsland Dockysrd, the principal fvorks in

and were ;—
Completion of Fordsdale and Ferndale.

These two stearners were: constructed for the Commonwealth Government.
at actual cost, no profis acoruing to the Shipping Board. )
Sundry Repairs and Docking Work.
The principal contracts secured since taking over have heen :—
Two.-Steamers for the Co Ith: Light i i - 103
G e ( ighthouse Service, viz, Cape Fewzuzn and
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Special attention of the C was drawn to the fact that, although
these two steamers wero promised by the Government to Cockatoo, yet tenders
were ‘t_brqwn‘o en. t6 competition to all shipbuilding firms in Australin,” The plans
‘and specifications, which had been pre})l:rcd at Cockatoo at considerable expense,
were: given. to its compatitors, Natwit tanding, Cockatoo Island Dockyard was
successful, insecuring the: Contract, being the Jowest tenderer.

One Seaplane Carrier for the Navy Department,
. Turbo-alternators and Mechanical Draft Plant for the Sydney Municipal Council.
. Extensiver'repair{a and docking work -406 vessels having heen docked since September,
‘ 1923, i.e.. slightly more than one every second day,

) N\i;ﬁe;ous contracts for forgings, castings, boilers, and general engineering work.

. “The Hghithouse steamers have since been completed and’ delivered, and the seaplane carrior
is-now in the course of construction.

. Congetriing tlie tender secured by the Shipping Board from the Sydney Municipal Council
for the supply of steam turbo-alternator plant for the Bunnerong power house, the Committee
regewed‘fpomﬂ;e Prime Minister a communication, dated 27th April, 1926, in the following terms :—

] * With. reference to the investigations.of your Committee into the activities of the
Commontvealth Shipping Board, T desire.to inform you that complaints have been made
- to this. Government in connexion with g contract recently secured by that Board from
the Sydney Municipal Council for the manufacture of heavy electrical machinery.
1t is contended: that the manufacture. of heavy electries] machinery for land
Ppurposes.is outside the legitimate functions of o Government Dockyard, snd constitutes
an unwarranted and unreasonsble incursion into the field. of private enterprise.
It is further contended th derations other than ordinary commercinl

at
principles were responsible for the placing of the order, inasmuch as.the Dockyard quoted

£661,224 for 5.job which included only 55 per cent. of Australian work, whilst a competing
Australian firm quoted £619,173 with 96 per cent. of Australinn work.

The Government would be glad if you could make it convenient for your Committee
to. i diately investigate the circumst surrounding this particular contract,
and advise whether the foreguing statementsare correct, The Government is particularly
anxious to know at as carly date as possible whether in accepting this contract, the
Dockyerd. is responsible for the placing of orders abroad which would otherwise have
gone fo Australian firms and Australian workmen.”

Under date 11th June, 1926, the Committee replied to the Prime Minister as follows +—

“ A8 the result of investigation of the cireumstances surrounding the contract secured
by the Australian: Commonwealth Shipping Board from' the Sydney Municipal Couneil for the
provision. of steam turbo-alternator plant for the Bunnerong Power Fouse, the Joint Committee
of Public Accounts has the. honour: in Tespouse o0 the request contained in your communication
of thie-27th April last, to report ¢ under -

1. In an endeavour to ascertain all the facts of the case, the: Committee examiner,
in-camets, the following witnesses —

Messrs. G. B, Clerk and J. H. Pacock, Managing Dircctors of the English Electric
Company of Australia Limited, Sydney ;

Mr. A. H. Scanlan, Managi g, Director of the Scanlan Electric Company, Sydney,

" and Chairman of the Electrical Manufacturers’ Section of the New Sonth Wales
Chamber of Manufactures ;

Mx: B. H. Julian, Managing Director of Britons Ltd., Engineers, Sydney ;

all of whom gave-evidence concerning the undesi bility of the Cockatoo Tsland Dockyard,
as & Governmental activity, contracting for work which, in their opinion, should be carried
out by private enterprise.

Mr. 8. Y. Maling, Acting' General Manager of the Electricity Department of the
Sydney City Council, who outlined fo the Cotnmi the conditions of the
-contract and the reasons for accepting, the tender of the Australian Common.
wealth Shipping Board ; the witness also intimated: that. the Lord Mayor of
Sydney and the Town Clerk had' desired him to sa{r that any further information.
required by the. Committee on this subject could be readily supplied.

Messrs: R: Farquhar and J. Payne, Directorind Manager respectively of the O leat

i ' Island Dockyard, and Mr. L. K. Buigess, Sydney Manager of the Metropolitan-

* Vickers Electrical Co. Litd., which Company is the sub-contractor to the Shipping

Board for the supply of the electrical section of the plant,
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2. In addition to_inspections, of the Cockatoo Tsland Dockyard, the Committes
visited the works of the English. Electric Company Litd., ab.Clyde, New: South Wales, the
works of Metropolitan-Vickers Australia Pty, Ltd., at South Melbourne, Victoria, and
Auburn, New South Wales, and:also saw at the Ultimo and ‘White-Bay:power houses of
the New.South Wales Government Railways. altornators and.other relectrical machinery
E’hich had been manufactured in Australia. by the:dinglish ElectrieCompany and othor

Ims. ' ‘ ' . )

bt

3. The evidence tendered on behalf of ‘the private miamifusturéis as, briefly,
that there was no justification for the Cockatoo Island: Dockyard; swhich had been
constituted essentially for naval and marine work, launching-oub-irito"the manufacture
of heavy electrical machinery for land. purposes.  Private enterprise had; developed the
industry in_Australia, much. local capital had been- invested, and exi I
had been Isid down for handling this particular class of work, Lxeepf
to the association of the Commonwealth Shipping Board with one pal
without. other concerns having been given equal op, orbunity of guotis
section of tlie work, which i Was aditted the Dockyard did xiot; prop
itself, Tt was further maintained that thé amounts of the tendess subinitted
percentage of ‘the work to be ‘done in Australin proved the Englih Electric Company,
ab any 1ate, was more capable of carrying out the contradt thian the '‘Cogkatbo Island
Dockyard, as it was stated that this Company offered t0-do the work'for £619,173, and
to put into it 95 per-cent. of Australian manufacture,’ wheress the Cickatoo Island

Docll:yard was to receive £661,224 fora plnnbwhich:included‘: only55 per cent. of Australion

wors, .

.4 On the other hand, the Direotor of the Cockatoo Island Dockysrd considered
that in tendering for the work neither the spirit nor the woiding of the Commonwealth
Shipping Aot 1923 had been departed from; nioréover, in grder to discharge the
responsibilities placed upon the Shipping Board By the Aet, the diréctorate fel it would
be Jacking in its duty unless every effort were mads to sécure Work t0 erable the Dockyard
to be kept in active operation on a sound commercial basis, and go Tetdin its experienced
‘technical stoff aud its body of highly skilled workmen. -So far as the-turbodlternator
contract was concerned, it was asserted that the facilities ind: plant at Gockatoo, much
of which had heen idle for years, were particularly adapted' for the work it was
undertaking. ' o

5. It was also explained to the Committee that to enable Cockatoo Island Dock-
yard, or, in fact, any manufacturing establishment to undertake the supply of stesm
turbo-alternator plant complete, association with an oversens firm capablé of providing
certain essential parts was necessary. In the case of the Cockatoo Islind Dockyard,
the Shipping Board had, even before this tender was invited, entesed' into & manufacturing

2 b with Metropiolitan-Vickers BElectiical Co. Ltd. whereby it could manufacture
in Australia. turbines, condensing plant, &c., under-licefice from $he Couipany, which on
its part, would supply: full desigms and such aw materials.and. parts as might be required,
With regard to the turbo-alternator plant, Metropolitan-Vickers Blectrieal Co. had
accepted the responsibility for the electrical section of the plant and had sub-let back to
the Board' such portions of that section which Cockatoo could handle.” As might be
expected, such an agreement necessitated the Board obtaining solely from. Metropolitan-
Vickers those portions of the plant which the latter was in a position ‘to supply. In
justification of such an agr %, it was indicated that this amangement not only
placed at the service of the Dockyard the benefit of the special experience of such a
Compeny, but enabled the Dockyard to tender for complete jobs: Similar agreements,
it was added, were usual bétween manufacturers, and; in fact, existed bebween the
Shipping Board and.other firms abroad. '

6. Concerning, the contention that the manufacture of heavy electrical machinery
for land purposes is outside the legitimate functions of a Government Dockyard, and
constitutes an: unwarranted incursion into: the. field. of private enterprise, sub-section
(4) of section 14 of the Commonwealth Shipping Ac£.1923, which section. transfers Cockatoo
%nd Schl(llapper Islands to the Australian Commonwealth: Shipping Board, might first

e quoted :— ‘ i

*“ The Board shall have power to.carry on in respect of those Islands
the business of facturer, engineer, dockowner; shipbuilder and repairer,
ia.ng, any other, business incidental thereto or to the. said workshops and estab-
ishments,” + oo : oot

ar Lo
H
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: 7. This section certainily appears to the Committee to indicate that the Board
is within: its-legal rights in undertaking the work of & manufacturer or an engi anda,
- furthermore, the evidence discloses that the plant and machinery available at the Dockyard
will:enable it to.carry out the particular portion of the work which it proposes to do.
On the other hand, to complete the contract which has been undertoken; the services
of & sub-contractor have had to e secured to perform the electrical section of the work ;
-any exception to this might, however, be met with the reply that the electrical work is
*incidental ” to the main contract, and it would obviously be almost impossible for any
extensive work ta be undertaken by any manufacturing concern without recourse to some

- ontside assistance. .

8, Having regard to all the circumstances therefore, the Committee considers
that an incursion into the field of private enterprise, such as has occurred, must be
regorded as unequal competition for the following reasons :—

() the Dockyard and the plant have been handed over to the Board at
greatly reduced capital value ;
(6) although the Shipping Act provides that the debentures shall bear
interest payable half-yearly, and the Board makes provision therefor
s in its books, no interest has been paid to the Treasury ,and the Board.
consequently enjoys the use of such money withouf cost ;

Dy (¢) whilst provision has to be made by the Board for rates and taxes, no
payments on these accounts have been demanded ;

v (d) any losses incurred by the Dockyard will have to be made good at the
. . expense of the taxpayers of Australia.

- 9. The Committee, with the exception of Senator Need]}am apd Messrs, Parker
Moloney and: E. C. Riley, is of the opinion that such an incursion is unfair and
undesirable.

10: It must be admitted, however, that certain mitigating, circumsd;a.nces1 s:pl;tound
the présent case. It is freely recognized that. the ms  of such an esta X

- a8 Cockatoo Island Dockyard is an_essential link in the chain of Australin’s defence,

o+ . and, further, that it is a well-equipped engineering concern with a highly-trained technical

staft and: o skilled body of workmen who-would be difficult to replace in the event of

disbandment. Consequently, the directorate not having, in its opinion, received

wsufficient. work of a nature. which might be regarded as strictly within the scope of a

Government Dockyard, felt it imperative to secure such work, as would enable it to

keep the.establishment in active and profitable operation and to discharge the obligations
-imposed upon. it by the Act.

11. It might be added that during the course of the Committee’s inquiry it was
suggested: that ifg certain naval work now being carried out at Garden Island were sent

*  $0"Cockatoo there would be less need for the Shipping Board to seek outside work ; this
question will, however, be further idered by the C when preparing its

" “réport ori-thepresent investigation of the Commoniwealth Government shipping activities.

. With regard to the further contention that “ considerations other than

didihnr?c:r‘:merciﬁ principles were respousible for the placing of the order, inasmuch

45 the Dockyard quoted £661,224 for & job which included only 55 per cent. of Australian

work, whilst-a.competing Australian firm quoted £619,173 with 96 per cent..of Australian

. work,” the facts elicited by the Committee in evidence showed that of all the tenders

" 'received, by the. Sydney City Council in response to advertisements, only two were

nsidered by the Council to be formal, viz., the Australian Commonwealth Shipping

nd the Australian General Electric Company. The technical advisers of the
Aed X

Souncil ¥ t licy, and.
Counei} the of the latter tender, but as a matter of policy, and,
; manufacture; the Council decided to give the order to the

limf n11"'1)1%1*‘;0 suppor 113? a.l‘n‘in_n'“jcB:md,, on receiving the. as:]\imnce kof 1'1‘&;1 e);p:ri{
that he considered Cockatoo Island Dockyard could carry out the work. The tota
ggizrffc ;g?c? oeftfealie Sl})zipping Board amounted to £666,605, including spare parts, s%)eclal

. tools;.spéciél condenser and' oil cooler tubes, which.sum was stated to be comparable to

" the recommended tender of £628,234 13s., which it exceeded by 5.8 per cent.
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13, The tender of the Australian General Electric Company was said. to provide
for from 30 to 86 per cent. of the work beirig done in Australia ; whilst détatled figures
placed bofore the Committee regarding the Shipping Board’s tender, which, as already
explained, provided' for the electrical work being performed by Metropolitan-Vickers
EBlectrical:Co. Ltd. showed the. following position':— [ I

Expenditure in Austrilin— Co o
& Porcentage,.

s
By the Cockatoo Island Dockyard: .. 409,616
plus value of work contracted hack by
the Dockyard to Metropolitan-Vickors 24,400
434,016
By Metropolitan-Vickers for work per- .
formed and technical assistance: provided 20,200 .
. 454,216 68,2
Expenditure in Great Britain—
By Metropolitan- Vickers .. .. 136,500
By Cockatoo Island Dockyard 7,101 :
) . L ——— 143,601 21.5
Freight (Australian Commonwealth Line of . .
mers) .. .. oo 12810
Daty .. .. .. .. b6,388
68,608 10.3
£666,605 100.0

14, The Committee was informed that the importations under the Shipping
Board tender would consist almost entirely of special material which could: not be-
produced in Australia, and special eloctrical apparatus which, Metropolitan-Vickers
considered: it was not advisabie to manufacture Iocally on account of the Iargo size. of,
the units and the engineering risks which would be incurred. The ‘halatice remaining
—less than £30,000, or 4.5 per cent. of the whole contract—zrepresented parts which, it
was admitted could be made in Australia, but for which there. were fio manufacturing
facilities available in the works of Cockatoo Island or Metropolitan-Vickers. On. this
point it must be Borne in mind that the manufacturing agreement. bebween. the Shipping
Board, and: Metropolitan-Vickers precluded. the Board from. obtaining from other firms,
any electrical parts which could be supplied by Metropolitan-Vickers..

. 15. Tt might be added that the Shjpping Board submitted an altersative tender
covering the largest proportion of work which, 1t claimed, was possible-to be-carried out
In Australia, at present, being performed at Cockatoo, but .as it was essential to the
Council that the time Hmits be strictly adhered to, that tender was not accepted, as.the
Council was of opinion that there was a. possibility of the contract not being completed
within the stipulated period,

16. The Australian firm’s tender of.£619,173, comprising 96 per cent, of Austrslan
work reforred to in your letter, was amongst those &clared informal, and was not
gonsidered by the Sydney City Council authorities. This firm—the English Electric
Company—stated to the Committee that they had put down a modern plant for the
manufacture in Australia of heavy electrical machi y on the understanding that they
would receive the encoumg,i\elment‘ and support of the Federsl and State Governmente
a8 well as of ‘the Sydney Municipal Council, and, naturally, they were more than
disappointed in being ruled cut of order with this particular work, Concerning their
elaim_to do 96 per cant. of the work in Australia, or 95 per cent. asstated in evidence,
considersble doubt was expressed by electrical experts as o whether it would be
practicable to do such a high proportion of the work in Australia. In fact, Mr. Maling
went so far as to say that he would not have recommended tle tender of any firm
guaranteeing so high a percentage of local manufacture, because, in his opinion, such a
plant would be unreliable and even dangerous,

17. Having regard to-all the eirenmst , therefore, the Committee 15 of opinion
that by the acceptance of this contract, the Docleyard: suthorities cannct be said to have
been: responsible. for placing orders abroad which otherwise Would have been executed
by Austrﬁlllaf workmen, with, perhaps, the exception of the 45 per cent. réferred to in
paragraph 14,
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18. Whether the order would have been placed with other Australian firms is,
T, another matter, Pr bly, had the Australian Commonwealth Shipping

Board not. been a tenderer, the work would have gone to the Australian General Electric

Company which submitted the only other formal tender; but, in that case, it must be

rAem:mPetgd that only about 33 per cent. of the work would have been performed in
ustralia.

»

Subsequently, however, the power of the Shipping Board to enter into this contract was
challenged before the High Gourt; and, according to the Attorney-Genersl, speaking in the
House of Representatives on 17th March, 1927, “ The view of the: High Court substantially was,
that there are no powers in the constitution which enable the Commonwealth Parlisment by
statute o authorize a corporation created by it to carcy on businesy of a gencral kind unconnected
withthe specific legislative powers of the Commonwealth,”

Following the decision of the High Court, arrangements were made for the work being
performed. at Cockatoo Dockyard for the Sydney Municipal Council to be completed elsewhere,
As the turbo-alternator contract amounted to £666,605, and' the mechaniea! draft plant contract
to £99,808, the loss of such work had an immediate and serious effect on the Dockyard,

FINANCIAL POSITION OF COCKATOO ISLAND DOCKYARD.

According to the Report by the Joint Committee of Public A on the Commonwealth
Naval Dockyard, Cockatoo Island, presonted to Paxliament.on 28th October, 1915 (Parliamentary
Paper No. 224 of 1914-1915), Cockatoo Island and Schnapper Island, together with plant, equipment
nng cortain water rights were taken over from the State of New South Wales by the Commonwealth
in 1913 at a valuation of £867,716 ; but at the time of the Committee’s Report, the total capital
cost,, owing, to further capital expenditure, alterations and improvements, new machinery, plant,
&o., smounted to £1,513,188,

The Report.on Cockatoo Island Dockyard by the Shipbuilding Board of Control, presented
to Parlisment in August, 1922 (Parlismentory Paper-No. 46 of 1922), showed that. the assets taken
over fiom the Nivy, as at 28th June, 1921, comprised Iand and buildings, plant and machinery,
docks and slipways, &ec., smounting to £1,945,563. But in its bqlance—sheef; as at 30th June,
1922, the Board of Control set out under liabilities—Treasury Capital Account, £2,275,000, and
Treasury Advances Account, £202,625, which, it explained, together represented the total expen-
diture by the Treasury on the Dockyard from the time it was taken over by the Commonwealth,
Tntepest and depreciation, were, however, calculated by the Board on an amount of £400,000 only,
which, it understood, had been approved by Cabinet as being the capital of the Dockyard under
the new administration. During the regime of the: bepbuﬁdzng Board of Control, a pericd of
26 months, it was claimed'that steps had been taken to place the Dockyard on a commercial basis,
the staff had been reorganized, a modern accountancy system installed, and the plant and its
layout altered to prevent y handling—repr g, in the aggregate, an annual saving
of £85,700. The improvements effected, it was stated, resulted in the overhead percentage,
which stood at 133 per cent. when the Board took over in June, 1921—interest and depreciation
not included, falling, to 46.9 per cent. in June, 1922, after providing 540,000 for inferest and
depreciation. The Board of Control also accumulated, during that period, an amount of £45,309
towszds repairs-and renewals, which, on transfer to the Shipping Board, ivent into Consolidated

Revenue.

der. the Shipping Act, Cockatoo Island and Schnapper Island, together with all improve=
menté;%%igingg, d;lcalgya%ds, &o., were handed over to the Shipping Board at a valuation of
£400,000 ; and the stock at & valuation to be mutually agreed to between: the Board of. Control
Znd_ the Shipping Bosrd-—subsequently determined to be £88,850. Debentures to the amount
of £488 850 Hiave, therefore, been issued by the Board to the Freasury-in respeet of Cockatoo Island
Dockyard and its-stock:

Concerning this valvation for stock, the Committee was informed that the stock on:hand
a ‘Cbcfﬁtoﬁ Iélaﬁd 8t the timé of transfer to the Shipping Board included a large quantity of
1hnterial left over from three “ B ** class ships, the construction of w}poh’had been cancelled, and
although'the sum of £88,850 was mutually agreed.upon, it was recognized that stock to that. value
as-too lare to be economically carried by the Dockyard. As it was considered that £20,000
Tepresentéd the maxiium amount of stock whick the business required a$ 2 time, the interest bill
was, therefore, £3,442 10s. per annum higher than economically necessary.
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4As in the-case of the Shipping Line, no working capital:was obtained' from the Treasury,
and: the work of Cockatoo Island Dockyard has been financed by moneys:earned-as a. result of it
operations. Gross profits -each year; after allowing for taxation, compensation, &o., have been
sufficient. to. make provision for 1 t and depreciation—leaving & small credit balance to carry
forward—the position for each financial year period: being as under :—

— Gross Profit, Interest. i Deprecintion. Net Profit,
b P ey

£ £ 1 £ 1 i g2
192334 (seven months only). . 31,853 14,258 11,666 5,929
1924-25.. . .. 49,539 24,443 20,000, 5,096
1925-26. . . . . 43,014 U443 ©'16000 | 3,871
1926-27.. NS . . .. 42,704 24;443 18,0000 | © - 2,26 °

Totnls . . L wenme ] srger 3666 | 1BRST

By atrangement with the Tt 'y, the interést has not actually been paid, but-is used in
the business of the Dockyard. e e T

The Profit and Loss Account and the Balance-sheets have been published each year with
those of the Commonwealth Line in the Auditor-General's Report, and presented to Parliament
therawith. Liabilities and, assets. of Cockatoo Island Dockyard from lst.September, 1923, to 3lst
March, 1927, may be tabulated as under :— ' s I e

— S1at Mazch; 1024, ‘3158 Mareh, 1925, ;llﬂunmllf 1926, ‘ ’""mn’h.ﬁ 1927 "
Liabilities; g s d £ e d s g wd.
Dohentures . . . .. | 488,850 O O | 488,850 O O} 488, 0 Q) 488850 0 0O
Treasury Account Interest . - 14,258 2 6 | 38,700 12 ¢ 63,143 2 6| 8758512 6
Sundry Creditors " . o 49,459 9 9 63,628 18 11 42,683 14 2 ) 50,852 14 10
Reserve Account Insurance: . 0 . T 63336 8| 10833 6 8| 14333 6 8
Brlance from Profit and Loss: Account o) 5902819 1| 1102 910 13,697 2 2 158810 4
558,496 11 4 | 608438 7 11) 6i8dor 5 6| g5vef0 4 4
Assels. ' ) : : '+ [ R

Buildings, Plant, and Machinery, less Dopre-
ciation . .. . .. | 886,864 18 5| 367,269 4 5| 36L181 19 3| 87798 7 .9
Stock . . . i o 77,646 17 4 | 61,498 1210 49308 1 1 _39f333‘ 109
Works in progress . .- - 23,383 10 11 | 19,281 18 5| 5892213 3| 47104 3 T
Sundry Debtors .. . . o 69,951 4 8 " 12850519 0. 132,865 2'11 260,194 3 -2
Cash-at Bank and’in hand . . 760 0 04 3187813 3| 16320 9 O 42,866 19: 1.
558406 11 4 | 608,438 7 i1 | 618607 B G| 057480 4 4

. NAVAL WORK. y R
During the. Committee’s inquiry attention was drawn to the fact.that the Royal Commission

on the Cockatoo Island Pockyard, in a.report, dated 8th.July, 1921, recommended that, all work

in connexion with the Fleet, with the exception of minor repairs to be done at Garden islénd,gliould
be carried out at Cockatoo Island. The Prime Minister, when introducing the Commonivealth
Shipping Bill' in 1923, intimated that the Government proposed that the Roysl Commission’s
recommendation should be put into.opération, and that all majorwork for the Navy shonld:be done
at Cocktatoo. Nevertheless, it was. stated, on behalf of, the Cockatoo Island. Doc){yard,v that
practically the only repsir work which Cockatoo carries out for Naval ships.js docking, cleaning and
painting bottoms, and underwater repairs. Representatives,of the Naval Board admitted. that,
generally speaking, the only Naval work sent to Cockatoo was that which: could: pot be. done at
Garden Island, and whilst the Nuval Board recognized the value of having available such an:
establishment as. Cockatoo Island Dockyard, it was of opinion that the transference of repajr work
from Garden Island to Cockatoo Island would, from a Navel point of view, resulf in. increased
expenditure and reduced-efficiency. Garden Island as a Naval establishment; it: was explained,
contained not only the Naval rfﬁ{air shops, but Naval storehouses, ‘torpedo and.gun-mounting
stores and repair shops, oil fuel tanks, wireless and signal station, accommodation for Naval officers
and ratings, detention quarters, &c:, many of which activities were. of & secret-and: conﬁdeqtl;igl
nature. i o . L e T

Lo
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COMMITTEE'S OBSERVATIONS AND RECOMMENDATIONS.

The Committes recognizes that, notwithstanding its somewhat checkered eareer under
Commonweslth control, Cocﬁutoo Tsland Dockyard is an establist t, the maint of which
is essential for Defenco purposes, and which should be retained ss & direct Governmental activity.
The Dockyard is a well equipped engineering concern with 2 highly trained technical stoff and a
skilled body of workmen, who would be difficult to replace in the ovent of disbandment. Inaddition
to ship construction and docking work, Cockatoo Island Dockysrd, it was stated, can deal with

-almost any class of engineering ; brass, steel and iron céstings; smithing and forging work ;

cabinet.making and joinery ; oif fuel tanks, water tanks ; all classes of iron, steel, sheet-metal,
copper. and' brass work, &ec. . .

’ It would appear, therefore, that the Dockyard is in a position to execute tz;ute a considerable
amount. of work for Government Departments, particularly Defence, Post Office, Works and
Railways and Customs, as well as for the Federal Capital Commission and other similar bodies, and
in view of the decision of the High Court, it seems 51% the activities of this establishment should
be confined to the performance of such work. :

In the opinion of the Committce, the association of Cockatoo Island Docleyard and the
Commonwealth Shipping Line, under the control of the Australian Commonwealth Shipping
Board, has resulted in little benefit to either concern ; but until otherwise provided by legislation,
the Dockyard will have to remain under the Shipping Board.

The Committee recommends that, when legislative action is taken, thq control of Cockatoo
Tsland: Dockyard should be removed from the Shipping Board and be vested in a part time Board
—directly responsible to & Minister of the Crown—comprising repr tives from the Common-
wealth Service skilled in engineering and Defence matters, and a financial representative from
outside the Service, and that the chief executive. officer of the Dockyard should, be & general
manager responsible to the Board, but not having a.seat on the Boaxd. .

‘Whilst, no doubt, more work for the Navy could be carried out at Cockatoo, there.is m\_mh'
work of a highly secret and confidential nature which can be handled more satisfactorily by technical
Naval officers at Garden. Isiand, which it under Naval discipline. The existing diffculty, regarding.
the place where Naval repair work should be performed, will, it is considered, be overcome by the
constitution of a Board as r ded by the Committee, particularly if & Naval representative,
who could act as a liaison officer bet the two establishments, were a member of the Board.

-Concerning, the complaints made regarding the undercutting of prices, and the passing on
of losses on private work to Government work at Cockatoo Dockyard, the Committee is of opinion
that such complaints cannot, in so far as they apply to the present control, be substantiated, and
this view is horne out by the resuls of a special investigation conducted by the Commonwealth
Audit Office. .

The Committes was informed that when Cockatoo Island Dockysrd was vested in the
Shipping Board, the. furlough rights of certain officers of the Dockyard, who had long periods of
service. to their credit, were not recognized by the Board. ~Any cases where :}ppurently injustice
has'srisen through the change.of control should, the Committee considers, receive the sympathetic
attention of the Government.

WALTER KINGSMILL,
Chairman.
Office of the Joint Committee of Public Accounts, : . -
Pederal Parliament House, WMQ’”?&M .
B

Melbourne, 6th May, 1927.
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