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PROGRENS  REPORT,

Tar SeLect ComMrrrer appointed to inguaire into and report upon---

(@) the proposals contained m the Ntate Klecetrieity Comnussion Bill ;

(hy the purchase of the works and undertakings of the North Melbourne Klectrie
Tramways and Lighting Company Limited in the municipal distriet of the
ety of Melbourne Jntl of the citv of Fszencon :

(¢} the scheme for the supply of clectricaty to the Sonth-Western Ihstrict of Victoria :
and

{d) the Sugarloaf scheme for the supply of electricity to the North-lastern District
of Victoria

has the honour to report to vour honorable House as follows :--

J. Your Comumittee has investigated two of the four subjects submitted to it for ingquuy
and report, namelv. the Stote Electrieity Commission Il 1922 and the purchase of the North
Melbourne aud Fssendon Flectric Lighting and Tramwa v proposition.

2. The evidence received so far 1s. however., veiy \'oluminr)us and the issies 1n connexion
with the other matters submitted. nawely. the supply of the South-Western and North-Hastern
Districts, are ('omplex and require a congiderable amount of investigation, The Committee,
therefore, deems it wise to present its Report on the first two sub]e(‘rq at the carliest p(JSSlb]P
moment.

3. In invessigating the first two problems vour Committee had before it no less than
3L witnesses, nmost of whom represented nomnicipalities interested either i fact or in prospect
m supplying electricity to their constituents.  Sone of these witnesses represented the city of
Melbourne, whose electric supply departuient has been supplyving the citizens of Melbourne with
electric ]1ght1ng and power. and 1s also supplving outiving districts  such as Brunswick, Footscray.
Williamstown, and others— with electric enevgy o bulk. This undertaking has been verv
suceessful, and is acknewledged by the I le(tnmtv Commission to be efficiently managed.  Nearly
all of the representatives of niumicipal bodies PXp](‘SH(_‘Ll the fear that the [l('l]tw claimed by
municipalities to distribute electricity within their bovders would be invaded if the powers and
orbit of the State Electricity Connuisston were developed n the wav m which thev seemed to be
tending. The anxiety was, thercfore. freely expressed that the Klectricity Conimiission might
invade the province of municipalities and thereby impair their efficiency to perform the functions
for their constituents which were mntemp]a ted i the original Klectrie Lighting and Power Aets.
and whicly, these witnesses considered. wounld be hetter pel‘rmmed by niunicipalities than by the
Cominission itselt.

4. With respect to this aspect of the matter vour Committee would point out that the
Commaission was appointed by Parliament to control the supply of electric energy and to secure
that it should be generated and distributed nnder the best possible conditions and subject to the
necessary srlfeoualds hoth for the State itsell and for those who wished to consune it. The
object of the orlnmdl legislation which constituted the Comuission. laid out its organtzation. and
defined its powers. was o provide that this great work costing several millions of monev. with
the success and extension of which the future of our oreat manufacturing industries Is closely
bound np, should be endowed with an authority and power which would enable it to carry ont
its work efficiently and successfully and with satisfaction to the people of Victoria generally.
This is obvious it Act No. 2096 is looked at. This Act evidently was not fullv understood by
many of the witnesges wlo gave evidence before the Committee, for it will he seen that manyv
of the powers which are now ob]ef‘ted to were given to the Commission on its initiation. and the
duties which were specified for the Commission involved many of the.actions which are mow-
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taken and to which objection is now laid. To show this we quote section 11 of Act No. 2996,
which gave the Commission the following powers and laid upon it the following duties :-—

(@) To inguire into and report to the Minister as soon as practicable, and from time to time as to—

(i) the steps which in their opinion should be taken to secure the ultimate co-ordination or
unification of all State or other clectrical undertakings in Vietoria, and to secure the
adopfion of such standards of plant and equipment and of system frequency and pressure
for the generation distribution and sapply of electricity az will admit of the efficient
inter-connexion of such undertakings and interchange of electricity throughout the same
and, generally, the safe econoinical and effective supply of clectricity thronghout Victoria,
and to secure the anialganiation or concentration of such undertakings ;

(ii} the prospects of establishing in Vietoria new industries requiring large quantities of eheap
electrical energy ; and

(iii) any matters referred to the Electricity Commissioners by the Minister for report.

(b} To epcourage and promote the use of electricity and especially the use thercof for industrial and
manufpcturing purposes.

{¢) To carry out investigations surveys explorations and borings to ascertain the existence nature and
extent of coal deposits or of water-power suitable for use in connexion with the gencration of
electricity, and to ascertain suitable sites for gencrating stations.

(d) To carry out investigations as to the safest, most economical and effective means for promoting
establishing extending and improving works for the generation disteibution supply and use of
electricity throughout Victoria, and particularly for industrial and manufacturing purposes.

(e) To make reconimendations for regulations to be made under this Act by the Governor in Council on
the recommendation of the Electricity Commissioners.

{fy To recorunend to the Minister such anendments of cxisting legislation and such proposals for future
legislation as they think desirable for carrying into effect any of the objecta or purposes of or
relerred to in this Act.

Section 12 of the Act also gives to the Commission most detailed powers as follows :—
12. Subjeet to this Act the Electricity Comuussioners may on behall of His Majesty—

(¢) construct maintain and work any electrical undertaking as defined in this Act ;

(b) supply clectzieily to any Commouwealth or State Government Departinent and to any publie body or
institution ;

{¢) supply electricity in bulk to any undertaker or to any statutory corporation ;

(¢} supply elestricity to any person or body of persons corporate or unincorporate outside any area for
which there 18 an Order in foree at the commencement of this Act; and

{¢) in connexion with any such undertaking carry on any business usually associated with such an under-
taking.

Section 17 gives the Commission power to make regulations of a very far-reaching character,
including under paragraph (d) the power to prescribe——

All such matters and things as are necessary or couvenient to be prescribed so as to seeure the ultimate
co-ordination or unification of all electric supply umw"ta.luurrs in Victoria and the adoption of such standards and
plant and equipment and of system frequency and pressurc for the generation distribution and supply of electricity
as will admit of the eficient inter-connexion of such undertakings and interchange of electricity throughout the same
and, generally, the safe ccononical and ellective supply of olectru ity thronghout \ 1ctoria.

Your Committee has deemed It desirable to refer to the original powers of the Cominission at
length, because many of the witnesses examined by it appeared to consider that the Commission
15 an mteﬂopmu bod} which, without ¢ uthonty, desired to usurp portion of the functions,
privileges, and duties of the municipalities. 1t was asserted that the Commission was constantly
going to Parllament {or new powers, and that the invasion of the rights of the municipalities was
a progressive one, and nobody knew where it would stop. Your Committee does not think
that this was a just criticism, because the original powers were so wide, and the responsibility
laid upon the C'ormnission so far-reaching, that it is difficult to see how any of the subsequent
powers conferred Lave substantially exiended the original powers. The subsequent powers
have, in the mam, been miner extensions or corrections of defects in the provisions of the original
Act, the main additional powers being contained in sections 16 and 17 of Act No. 3104; and it
will be seen that in the case of the powers proposed in the Bill ample safegunards are provided.
In most cases the consents of the Governor in Counell and Parliament are provlded for.

5. Your Comnittes examined the Chairian of the Commission and his colleagues at length
as to their interpretation of their functions and the principles wpon which their powers were being
exercised ; and, in order to acquaint Parlisment with tlieir views, your Comnittee has annexed
to this Report Appendices A and B, statements made by the COIHIIH::S]‘.OH of the princi (?]BS upon
which they are administering the author ity which thev believe to have been committed to them.
The first statement deals with the powers of the Commission, how they are being exercised, and
relates to the whole of the undertaking; and the sgcond deals with the problem of refail

distribution of electricity in rural districts.
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6. It will be seen that in the original Act, although the Commission is given power by
section 12, sub-section (&), to supply electricity to any Commonwealth or State Government
Department or to any public body or institution it is linited in sub-section (d) in the supply of
electricity to other persous and corporations to places outside any arer for which there is an Order
in force at the commencenment of that Act. The Commission could not distribute electricity in
retail in any area for which anv council or undevtaker had an Order in Council, though under
section 16 of Act No. 3104 municipalities could apply to the Commission for the supply of clectricity
within an arca for which it had an Order. and under section 17 the Commission is appointed the
sole authority which ean purchase from undertakers their rights under any Order in Couneil.

7. Tlig immediately raises the issue of the anthority of the Commission and the desirability
of the Commission supplving electricity to consuwers on retail terms,  These Acts, of course, were
passed nearly four vears sgo, and have not been objected to until recently. 1t is rather to the
present exercise of these powsrs to which exception is now being taken Ey bodies and perzons
whom they affect. It should be said, however, that the Commission has rot exercised in any
arbitrary or even extensive way the powers which thev possess.  The Chairman of the Commigsion
and his colleagues have, in their statement to the Conunittee. definitely stated that they do not
desire to coerce the councils, and, in particnlar, the council of the City of Melbourne. They did
not, as they stated to the Committee, wish to antagonize these bodies; and, although they are
definitely in favour of a scheme of diztribution in the metropolitnn area and other places which
may impinge upon the privileged position of these bodies, they would prefer that the latter should,
through the education of public opirion and experience of the working of the whole Morwell
Schenie, be brought into line with them, and into willing co-operation, with the idea of securing
to the consumers and citizens of Victorie the supply of clectric energy on the most favorable
terms. It, therefore, scems to vour Committee that mnch of the propaganda which has been
launched against the Commission is the resnlt of misunderstanding, and has been exceedingly
unfair to the members of the Comnidssion. It has affected the Morwell Scheme by arousing
against the Commission a feeling of suspicion and antagonism which it has not provoked and
does not merit. We consider the Chairman and Comuissioners completely exonerated from any
charges of bad faith. If Parliament does not agree with the policy of the Commission, as outlined
in the documents whicl we have placed in the Appendices, it should say so at once, and take the
necessary steps to amend the Aets constituting the Commission and defining its powers; but if
Parliament agrees with such policy, and thinks it conducive to the successful working of this
great scheme, and if it is satisfied that the men whon it has appointed on the Commission to
carry 1t out are worthy of the confidence of the community, and have the requisite ability to
carry out its functions, it is desirable that Parliament and the community should support them
in their onerous task, and give them the authority necessary for that purpose.

8. Another widespread fear expressed by witnesses before the Committee was that the
Commission would develop into a monopoly.  That is, to somne extent, true. The Act constituting
the Commission definitely gave it control, not only over the Morwell Scheme, but over all electrical
undertakings in Victoria. In the generation and supply of electricity the cost Is so enormous
that to allow two authorities to aperate in onc area isto prevent econoniy and cfficiency. But in this
case the object of the Legislature has been to provide that the monopoly shall not be 1n the hands of
private individuals or corporations, but in the lands of a body representing the people, and .
that it shall not muke a profit.  Your Committee, thercfore does not consider that this objection
has any weight. But even if if is necessary to constitute a monopoly of the generation and supply
of electricity or of the control of electrical wudertalings, it by no means follows that there should
necessarily be a monopoly of distribution. It is quite feasible that the Commission should supply
other authorities in balk, and leave those other authorities to distribute the energy in retail, and
collect the charges from the consumers. T lLas been strongly pressed upon the Committee that
this was the natural division of functions to be followed, and that it was agaiust reason for the
Commission to exercise a monopoly both over production and distribution. 1t was stated as a
corollary to this that the municipaiities were the only authority to perform the functions of
distribution to consumers. it is nndoubtedly a fact thet in the early stages of electrical
development the iwunicipalities were regarded as the proper body to whom the function of
distribution was to be commi*ted, and even where Orders in Council were taken out or assigned
to private corporations a municipality was generally named as the body to whom the franchise
should revert when the term was completed. 1In those early stages, however, the necessity of
working electricity in the largest possible schemes, so as to save cost and get the advautage of
all diversity factors, was not understood, and the fact that municipal boundaries did not always
coincide with the proper arcas {or economic distribution of electricity was not appreciated. Thus,
under the early legislation municipalities have acquired a vested interest in the distiibution of
electricity, and in all parts of the world their influcnce has tended to prevent the change, which
has been universally recognised by electrical experts to be necessary, from distribution according
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to mnunicipal sreas to distribution according to the dictates of cleetrical economices, so far as area
is coucerned.

9. 1t may be pointed out that at the present time the distribution of electricity in
Melbourue is in a very chaotic condition.  Sir John Monash i his evidence describes the varying
types and principles of generation and distribution which are at work in the metropolitan area.
[t is quite obvious that if the scheme is to be effective sowe change ninst of necessity be made,
and one of the functions laid down for the Commission by Aet No. 2096 was to secure
co-ordination and unification iu this respect.

10. At the present time. however. 1t is not necessary for your Committee to make a decision
etther in favour of or against municipal control. At present abont two-thirds of the metropolitan
area, comprising sixteen municipalities. is served by the Melbourne Electric Supply Company,
which has a franchise expiring in November, 1925. On that date these sixteen municipalities,
who assigned their rights under an Order in Council to the Melbourne Rlectric Supply Conipany,
have a rlght of puluhase on certain terms. This cannot be exercised hy these municipalities for
the lines in their respective areas. but only as one undertaking by all the munic ipalities. It 1s
not quite clear what policy should be adoptad at the conclusion of this franchise. 1t rmay possibly
he that the Melbourne Klectric Supply Company will be willing to act as a distributor for this
area on such favorable terms that 1t would be better to ¢ive an extension of their rights for
another ten vears rather than incur the huge capital outlay necessary to purchase the llndertakmg
The question is now being dealt with b\ the Commission. and” negotiations are in progress
between the Commission and the Company. but have not vet reac hed the stage at which 1t is
desirable to make them pnblic. In fact. the whole discussion of the matter before your Conmumittee
may tend to affect the course of these negotiations. and to weaken the hand of the Comnission
in regard to them. It is. of course, quite unpmnlblr’ pending a decision of this question, for the
Commission to decide upon a general scheme fov the distribution of electricity throughout the
metropolitan arvea. The Morwell power will be delivered to the metropolitan area at certain
sub-stations, the positiens of which have been determined.  These sub-stations are acknowledged
by the opponents of the C'ommission to be exceedingly well placed to suit metropolitan (-ondltlons.
and can be taken adva utage of by the City ( ‘ouneil and the Melbourne Klectric Supply Company
for a period without serious disadvantage., 1t would thus be feasible to allow the final determination
of the scheme of distribution throughout the metropolis to wait over unti! the franchise of the
Melbonrne llectric Supplv Company iy finally determined. The Commission have informed
your Commmittee that they cannot advise the GGovernment as to the best scheme until 1t is known
what is to be done with the area at present controlled by the Melbourne lilectric Supply Company.
I the franchise of the company is extended the condition of things will be that this company will
control the sixteen numicipalities wentioned. the Melbourne City Council will deal with the
City Council avea. and the Commission will deal with tlie North Melbourne and HEssendon area
which it has acquired. [f, on the other hand. the franchise of the Melbourne Electric Supply
‘ompany comes to an end in 1925 a scheme of distribution for the metropolitan area must be
decided upon. Your Committee recognise the efficient worlc of the Melbourne City Couneil in
the past m pioneering the electrical supply of the Melbourne area. The claims of the (ity
Couneil to consideration cannot be overlooked. On the other hand. the council must realize its

responsibilities to its citizens, and shonld willingly co-operate in a scheme which will serve the
best interests of the metropolitan area.

STATE ELECTRICITY COMMISSION BILL.

11. We now come to the first subject which has been referred to us, and that is the
desirability of passing the Ntate Kleetrieity Commission Bill which has been brought before
Parlianent this session. The State Klectricity Connnission Bill has six clauses, the last three
of which are purelv machinery provisions dealing with the legal powers of the Clomuission, and
do not need anv comment from vour Committee. as they appear to be necessary and without
any political significance. The chief issues of the Bill are imvolved in clauses 2 and 3.
Clause 2 is a provision for enabling electuical energv ro be supplied to country districts and,
with a view to decentralization, for providing that the demand for electricity in certain
districts shall be encouraged by means of subsidies.

12. This clanse simply provides a means lor the ore-sparsely-popnlated districts of the
commumity getting an electricity supply upon d time-payment basis. Mnnicipalities can apply
to the Commission for a supply of power, and if on investigation such schemes are likely to be
payahle the Commission can supply these (hstrwts without parliamentary authorization. If on
exanination it is found that such a scheme 1s not likely to pay at once, but 18 likely to pay
within ten vears, the Commission can so report. and wpon Parilament anthorizing such scheme
it can be carried into effect. 1n such a case the loss during the ten years will be contributed from
three separate sonrces: The municipality itself will contribute one-third of the loss, the
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(tovernment will contribute one-third out of the Consolidated Revenue, and the Cominission
itself will contribute the other third out of its revenue. 1t will thus be scen that the munieipality
will be relieved of two-thirds of the loss which will be occasioned by the supply of electricity to
its district. This being so, your Committce cannot understand the objections that have been ma de
by certain representatives of municipalities that burdens are cast by the scheme on country
wmunicipalities. The very opposite is the case. The contribution of one-third of the loss from
the Consolidated Revenue is a just provision and a statesmanlike way of assisting decentralization
and supporting districts of the State which might otherwise find themselves unable to take
advantage of the Morwell scheme. The provision “that one-third of the loss shall be made up out
of the revenue of the Commission is more debatable, because it throws upon successful and well-
founded schemes the burden of sharing in the loss on less profitable schemes. But the liability
of the Commission is not a large one, “and vour Committee does not think it is unreasonable to
ask the Commission to contribute to this extent. As the Commissioners will deemit a responslblhtx
of their own to make the whole scheme satisfactory from the financial point of view, this
obligation will probably act as a stimulus to them to economy and efficiency. It is prov ided by
sub-section (iii) of sub-section (¢) of sub-clause 3 that the liability of the Consolidated Revenue
shall not exceed £10,000. The intention of the clause was that the whole of the loss provided
for in schemes of a non-paying character shoukl not exceed £30,000, and as the contribution of
the State is limited to £10, UOO it was assumed by the Cominission that the several contributions
of the other two anthorities would not exceed this sum. It will be seen, however, that if the loss
were £40,000, and the State only paid £10,000, the other two contributors would have to find the
balance between then: or if the mumclpfthtles are together only charged £10,000, the Comniission
would have to pay £20 000. There. therefore, appears to be an error in dlal‘tsmanshlp, and it
should be provided that tle schemes of a now- paving character approved should not be such as
would carry a total loss of more than £30.000. The Parliamentary Draftsman has agreed to
frame an amendinent to this effect.

13. Doubts were suggested as to whether such a limitation would be feasible, but the
Chairman of the Commission informed the Committee that as these schemes would not all be
provided at once, and as it would speedily become evident as to how the schemes already
authorized were panning out, it would be perfectly feasible for them to refuse to countenance
subsequent schemes if there were anv danger that the total limitation might be cxceeded. Your
Committee agrees that there wonld e little difficulty in providing daambt such a contingency.
Some of the witnesses, however. suggested that under this clause the Commission, desmnn to
magnify their undertalrmn and extend their powers, might extend theiv suppr into many
unpayable districts. 1t was further suggested that its power to estimate the cost of the various
schemes might be {mperfect, and that in time a heav y annual loss might be incurred by the
Con1m15510n Tf this were so there would be no other source from which it could be made up.
The whole of the Morwell undertaking would be subject to a heavy burden, which would have to
be made up in the charges to all parts of the State, especially the City of Melbourne, which, at
present, takes a very large proportion of the power to be supplied. In this case the efficiency
of the whole undertaking would be impaired, and instead of getting cheap electricity we would
get power at a price which would not enable us to compete with other States. Yonr Committee
does not agree with this suggestion. The Comuission will be under a responsibility to supply
electnclty as cheap as possable and to adopt an adequate financial policy, and it is not likely that
they will indulge 1n schemes which will place a heavy burden on the undertaking. Moreover, as
they gain experience of the cost of the schemes and of ascertaining the power quu1rements of the
various districts, they should become the most expert body in the “State in formulating estimates
of this kind. They are under no obligation to undertake schemes which they do not think
payable, and if in fhe initial stages their cstimates are at fault, they can at any “time stop other
schemes. In connexion with this aspect of the matter 1t was freelv asserted that the estimates
of the Commission, originally formulated for the Morwell scheme, have been seriously at fault.
The Chairman of the (Commission, however, in his evidence, discussed this charge, and asserted
that the costs of the work so far have, on the whole, turned out very little in excess of the original
amounts. It is true that a considerably larger amount of money is being spent on electricity
than was originally contemplated, but he stated that the additional amounts provided are not
mereases to the estimates of the work originally specified, but are for additions to the scheme
and for new schemes in different parts of the State. We have not, up to the present, examined
this evidence and checked the figures supplied, but, so far, the evidence of the witnesses who made
this suggestion does not appear to us to be well founded, and the statement of the Chairman has
not been controverted.

i4. To clause 2 two other objections have been made as follows:—It is suggested
that clause 2 (b) cnables the Commission to supply energy on retail terms, and that that
1s objectionable. Your Committee will deal in another part of its Report with the contention
that the Commission have been, or should be, limited to the supplv of electricity in bulk, This
13 an important issue, and the contention of the opponents of the Comnmission is largely based on
a misunderstanding of the previous Acts. It is sufficient to say, with regard to this sub-section,
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that the question as to whether the Commission shall supply in bulk or retail, is entirely a matter
for the council concerned. 1If the Commission proposes to supply in retail, and think that
1s the only way in which the electricity should be delivered, and the municipality which apphes
for the assistance of the Commission under sub-section (2) does not agree, the municipality need
not go on with the scheme. Clause 2 is entirely optional. This is a matter upon which a good
many of the witnesses were under a complete misappreliension.

15. Another objection which was made to sub-section (2) is based on sub-section (8), which
provides that all electric lines under schemes nndertaken by the Commission under this clause
for the supply of electricity at a pressure exceeding 450 volts shall be constructed and operated
exclusively by the Commission. Several witnesses pointed out that this would enable the
Commission to supply a class of customer with a large dewnand in the wunicipality, and that this
would be picking the eyes out of the scheme, and probably render both the supply by the
Commission and the supply by the council of the balance of the power costly and inefficient. It
was also suggested that these high-tension lines would be on the same poles and intermingled
with the low-tension lines, and there would therefore be the necessity of having different provisions
for supervision, &c. The witnesses froni the metropolis were also afraid that such a provision
would operate very seriously if applied to metropolitan areas, where there might be many hnes
exceeding this voltage intermingling with the low-tension lines for retail supply. It was suggested
that a provision of this kind would prevent it being possible to properly measure the maximum
demand of a district, and that the maximuni demand of the high-tension lines would be chargec
for by the Commission, and the maximum demand of the low-tension lines operated by the
municipality would be charged by the municipality, and the sum of these two demands might
exceed the maximum demand for the whole district, because of the diversity in time of these two
demands. This might not be serionus in country districts, bit these witnesses stated that it would
be extremely serious in the metropolitan area. The answer of the Commission to this was that
there was no reason to suppose that a similar provision would be necessary in & scheme dealing
with the metropolitan areas, as planned in the scheme ol distribution adopted for the supply of
Morwell energy to the metropolitan area. Moreover, the districts in the metropolitan area would
be determined by the sub-stations, the sites of which have already been selected, and that for
each area supplied by these sub-stations the maximum demand would be measured by the meters
which would be used at these sub-stations. If the maximum demand were charged for twice at
a profit to the Commission such profit would be set against the charges for that district, and would
reduce the charges, so that the whole district would be benefited and get its power at the rate
justified by the load factor of that district. :

16. With regard to country districts the members of the Commission stated most
emphatically that it was absolutely esseutial that the Commission should have complete control
over all high-tension lines. They stated that these high-tension lines were an important factor
in the scheme, and that accidents happening to high-tension lines might seriously affect its whole
efficiency ; that is to say, that a breakdown of a high-tension line near Warrnambool might affect
the supply to Colac or Camperdown. It was not likely that the staff in small countiry towns
would Ee sufficiently expert to deal with high-tension lines. Moreover, in 1any of the
municipalities in the country there were several small towns, and it was necessary to
bring the supply up to the boundaries of these towns on the high-tension mains and then break
it down for distribution within the towns. Althongh the municipality might undertake the
distribution within the various towns of its area, it was not deswable that the high-tension
distribution should be controlled by the municipal staff. Again, it mnst be borne in mind that
the supply in sub-section (2) is not oblicatory on the council, and that if such a clause were
considered objectionable by a comncil it need not take advantage of the scheme.

17. The next subject for consideration by your Cominittee was tlie provisions of eclause 3
of the Bill. - Theee werc very seriously discussed by many witnesses who gave evidence before us.
A great deal of this evidence was based on a misapprehension of the terms of this clause. If
section 17 of the State Flectricity Commission Act of 1920, No. 3104, be looked at, it will be seen
that by that section the Cominission is empowered to pnrchase from any undertaker, to the
exclusion of any municipal council or councils, any undertaking under the Electric Light and
Power Act 1915 at the time and on the conditions which the municipal council could have
purchased that undertaking under sections 43 and 44 of that Act. 'The provisions of the last-
mentioned Act provide that when a franchise has been given to an undertaker to supply electric
light and power it shall be subject to purchase by the muuicipalities in whose area the Order in
Council operates at certain periods. The policy of Act No. 3104 was apparently to make the
Commission the sole authority for dealmg with the undertaker under the Electric Light and Power
Act and to substitute the Commission for the municipalities in dealing with these franchises. Act
No. 3104 was passed two years ago, and prior to the present juncture no objection has been made

_ to the provisions of this section. The reasons which dictated this legislation appear to have

been that the Commission is the body controlling electrical matters in Victoria and that in many
cages the councils are not in a position to deal effectively with franchises of this kind. In some
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cases the undertaking covers more than one municipality, and the terms of the Electric Light and
Power Act involve the undertaking being purchased, not by a single municipality or bv eaoh
mumnicipality 8o far as its own boundaries ate concerned, but by all the municipalities in whose
arcas the nndertaking operates. This in practice gives rise to a very great deal of difficulty in
negotiating with the uudertaker. In order to effect a deal there must be unauimity on the part
of the purchasing councils, and this is verv olten difficult to secure. Tt is within the power of
the undertaker to set one council against another, and so prevent the bargam being made. Under
ﬂmse circumnstances the bargaining power of the varions conncils is very much diminished.
Parliament, therefore, saw fitin 19920 to constitute the Commission as the sole authotity empowered
to deal with the public right to purchase an underm]\mg under sectious 43 and 44 of the Electyir
Light and Power Aot 1915. Fxperience has shown, however, that the powers given by section 17
are not wide enongh,  [n the first place. the Commussion can only buy on the sume ferms as the
councils would have to pay and at the time at which the councils would be entitled to require
the nndertakers to sell, Thus under section 17 the Comumission would in everv case have to
wait until the end of the frauchise before it could open negotiations, and it could purchase only
on the same terms as the council could kave purchased. There nught be occasions on which the
undertaker was willing to sell on favorable tetms prior to the termination of its franchise, or it
might be willing to sell on mucl mors favorable terms than those provided by the Electtic Light
and Power Act. (lause 3 of the Bill, therefore, gives the Comnuission the power to make an
agreement with the undertaker to sell on (111\' terius which the two parties may agree upon ; and
such sales may take place. not at the end of the franchise. but at any time suitable to the two
patties. This is an extension of the gection which yowr Committee thinks is quite justifiable,
‘and 1t considers that the clanse should he nassed w ith the safequards contained in it. 1nder
the previous elause the Commission could (mh buy the whoe undert\kmrr but m somre cases
the undertaker had not only electric lighting nnd power, but tramways under its contr ol, and in
other cases there were parts of the undeltu'img which wight be out of date or unsuiteble. It
secmed to the Commission that to purchase the whole 1uuieltdk1nrr niight be undesirable, and
in cases where tramways formed part thev would be outside the scope of the Comnission. The
clause therefore provides that the Commission can purchase the whole or any part of the
nndertaking, and can purchase any tramway undertaking operated in conjunction therewith.

18. Some doubt was expressed as to whether it was souad pr\ht v for the Commission to
take part of an undertaking, as it might seriovsly aflect the supply of electricity so far as the
municipality or distriet in questlon was concerned.  But. as the Commission is constituted as
the electrical authority for Victoria, this danger is not. in the opinion of vour Commitiee, a very
real one. The safegnards promdu] by the clause are ample. In the first place, an agreement
must be arrived at with the undertaler : secondly, no agreements shall be entered into under
this eclause without the auploval of the Governor in Cowuneil, or until such inquiries have been
made as the Minister thinks fit; and, thirdly, the ratifica ation of Parliameut in such form as
Parlisnent thinks fit must be obtained.  sub- soctions (3} (@) and (3) () of clause 3 provide that,
subject to and until ratifieation, the undertaking shall be operated by the Commission apart from
the tramway undertaking. and that, for this purpose, the provisions of section 12 of the Principal
Act shall extend and o pn]v 50 as to give the Connnission the necessary powers to carry on the
undertaking.

1. Apart from sub-section (3) () an area ol this kind would be an arvea in which the
(fonmmission could not supply electricity because of an Order in Council having been given for it,
and, having purchased the undertaking for whicli the Order in Council was given, it is necessary
that the Commission should have spenhc power to operate the undertaking, and to carry on the
functions of clectric snpply in that district.

20. Fn these circumstances your Coinmittee thinks that clause 3 is suitable to be passed by
Parliament in the form in which it stands, and recomnends that the Bill shonld be passed by
Parliatment in the form snbmitted with the amuulments snggested.  Your Committee does not lose
sight of the fact that under section 3 the Commission is enabled to purchase the North Melbourne
Klectric Tramwavs and Lighting undertaking, which has been strongly opposed by the
Melhourne City Council, and the 3(!\'1'\}]]‘111f\ of this purchuse is the second ‘;uh]eet witlt which the
Committee has, so far, dealt. It will be scen that under sub-section (2) parliamentary ratification
has to be O‘IVEH for sich purchase, and vour Corumittec has investigated this purchase, with a
view to advmum Parhiament whether this ratification should be made. The circumstances of
‘thig purchase wﬂl, therefore, now be deseribed.

PURCHASE OF 'THE NORTH MELBOURNE ELECTRIC TRAMWAYS AND
LIGHTING UNDERTARING.

21. The constrietion of an electric lighting and power and trarway scheme for the distriets
of lgsendon, Flemington, and Kensington originated in an Order in Conncil dated 4th May,
1904, by virtue of the Tramways Act 1890 autnomzmg the construction of tramways in that area,
sud an Order in Council, dated 14th day of June, 1904, by virtue of powers contained in the
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Electric Light and Power Act 1896 authorizing the councils to use and supply electric enerpy
within their area for a period of 30 years. These Orders in Council were delegated to one Alfred
Edward Morgans, who formed the North Melbonrne Electric Tramways and Lighting Company
Limited. This company proceeded to construct a power-house, and established a system for the
distribution of electric energy in the area described, and a system of tramways. In the
agreenient hetween the City of Essendon and Borough of Flemington and Keusington theve
was provision that the councils should have the right in 1918 to purchase the undertaking at its
actual cost price, together with interest. There were also rights tn purchase at the end of twenty
years from the-delegation, and at the end of a further period of five years at the then value, with
a provision that if the councils did not exercise such right of purchase the whole of the undertaking
should, at the end of the term of the franchise, belong to the councils, with the right for the
company to receive from the councils the actual amount paid by it for the land. The company
formed did not have a very successful carcer, and its supply of electric lighting and power for the
district was not considered satisfactory, while the tramways were not considered very efficient.
The shareholders of the company were not fortunate, and it is understood that the undertaking
got into the hands of debenture-holders, who were simply anxious to get their money back. The
council of the City of Essendon was so dissatisfied with the position that they started negotiations
with the Melbourne City Clouncil for the exercise by the councils of their powers of purchase under
the agreement. These negotiations were fruitless, and Councillor Showers, a representative of
the City of Essendon, stated that the breakdown of these negotiations was due to lack of interest
displayed by the Melbourne City Council. He, theretore. approached the Commission to ask if
1t would purchase. This led to the initiation of negotiations between the Commission and the
representatives of the company which ultimately led to the purchase by the Commission of the
undertaking. One party to these negotiations was the Tramway Board, and it was suggested
that they should take over the tramway portion of the undertaking. which they have ultimately
done. Under the agreenent it was provided that the consent of the councils concerned should
be obtained for any transfer of the undertaking, but that this consent should not be withheld in
the case of any transfer to a reputable and solvent purchaser. It was, therefore, necessary for
the councils of the City of Melbourne and City of Essendon to be consulted as to the purchase,
and early 1n the negotiations the Town Clerk of Melbourne discussed the matter with the Chairman
of the Commission, and asked to be informed as to the negotiations prior to any definite bargain
being arranged. A promise to this effect was given by Sir John Monash to the Town Clerk. The
bargain was effected in April, 1922, and the agrecment was entered into, dated 30th dav of June,
1922, setting out the terms of the purchase, with subsidiary agreements, dated the same date.
The only material circumstance involved in these negotiations is the claim made by the City
Council that Sir John Monash made a promise to the City Council that in the event of the
negotiations referred to being successful the Comniission sould be willing to transfer to the City

Council the part of the undertaking situate in the City Council’s area, namely, the Hopetoun
Ward.

22. Tt will be remembered that the Melbourne City Council took over some years ago the
Borough of Flemington and Kensington, and the Hopetoun Ward is the area which originally
formed this borough.  The Citv Council, therefore, as the successor of the Borough of Flemington
and Kensington, has rights under the original agreenient. The representatives of the City Council
state that owing to the promise of the Chairman thev did not, as they mmght have done
themselves, negotiate for the purchase of the undertaking. After the offer of the Commission
was accepted by the North Melbourne Electric Trammways and Lighting Company the City Council
asked the Comimission to transfer this portion of the undertaking to the City Council, and the
Commission then refused. Tt is regrettable that such a misunderstanding should have arisen,
and 1t seems probable that somne members of the Melbourne City Council did believe that the
Commission would be willing to transfer part of the undertaking to the City Council. But your
Committee 1s of the opinion that no binding promise of any kind was made by Sir John Monash,
and there was no real basis for such an opinion. It will be seen that the City Council could not
at the time exercise any power of purchase from the North Melbourne Eleetric Tramways and
Lighting Company, and it is exceedingly doubtful whether they can, without the concurrence of
the Hssendon Company, acquire the undertaking by purchase before the eund of the franchise.
It is even doubtful whether in law they can succeed to the rights of the undertakers at the end
of the term unless they do it in conjunction with the Essendon Council. It is tmpossible to see
in the correspondence or in the notes of the various interviews between the Town Clerk and the
members of the lilectric Light Committee of the Council and Sir John Monash uny promise by
Sir John that the undertaking or any part would be handed over to the council. After the
conclusion of the bargain, on the 29th April, an interview was held between the representatives
of the City Council and the Chairman of the Comunission, in which the former asked that the
Commission would consider the transfer of the Hopetoun Ward part of the undertaking to the
City Council, to be operated as part of its electric light and power undertaking. The terms of
such transfer were discussed, and the figures on which such a transaction would have to be based
mentioned. Sir John Monash states—and in this he is supported by the Secretary of the
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Commission—that before the commencement of this discussion he stated that any remarks he
made must be taken us mercly personal, and not as binding the Commission. There is no note
of this statement in the report given by the City Council of this interview, but the interview,
according to these notes, concluded with a request by the City Council representative that Sir
John Monash should brmcr the matter before his Commissian and arrange a date for an interview.
Therefore, Sir John Mouash’s statement that he was not discussing a defimte offer to the council
is borne out by this statement. Tt is clear also that Sir John Monash deprecated the taking over
of any part of the undertaking by the City Council, and warned them that if any separation were
made of the Hopetoun W ard from the Kssendon District the purchase price would be much
increased owing to the damage done by the severance of these two areas. According to the
report of the councﬂ Sir John Monash stated that the Commiission were not desirous of selling
their rights in the area, but would not oppose the Melbourne City Council if the latter were
prepared to pay. Sir John Monash denies having made this statement, and as he went ou.
according to the City Council’s notes, to say that it would be better pohcv if the Commuission
supplied and dev eloped the area, and let it revert to the Melbourne (1tv Council in 1934 as under
the terms of the franchise. it is clear that no binding promise was made. The intcrview arranged
for at this preliminary discussion toolk place on the 7th June. 1922, and your Comnuttee invites
the attention of Parlinment to the note of this interview which has been put in by the City Council.
It will be seen that in the request by the City Council for negotiations for the transfer of the
whole or any part of the area no claim was made that a promise to make such a transfer had
already been given by Sir Tohn Monash, and, at the end of the interview, the Town Clerk puts
the matter in a nut-shell: There are two points: © Will the Comunission treat with us !’
NSecondly, * What are the terms 7’ In view of this statement your Committee does not
see how the Council can put 1t that in refusing to seli to the Council the Commission
were guilty of any breach of taith or broke any promise made by the Chairman of the Com-
nnssion. It seems regrettable that such a charge has been made against the Commission ; but
it is easy to sce how in a composite body like the City Conncil councillors nol present at inter-
views gain impressions [romn second-hand statementsimade or from a perusal of the record of those
interviews. This point has evidently cmbittered the relations between the Council and the Com-
mission. and while such a nusunderstanding undoubtedly existed, your Committee does uvot
consider that it was due to any defanlt on the part of the Chairman of the Conunisgion or
any of the Commissioners.

23. This leaves us to consider the wain points in connexion with the purchase—

(@) whether it was a desirable purchase from the point of view of the Commission :
and

(b) whether the Commission has done right in refusing to sell a portion of it to the
City Council,

On the first point we would draw attention to the report of the Chairman of the Commission
to the Committee. dated 13th Novewber. 'The purchase price of the whole undertaking was
£116,000. which was allocated ag follows :—Traraways, £30.000: lighting and power supply,
£50,000 ; and power-house. £36,000. 'The cost to the Cormission was, therefore, £86,000. Tt
was made a term of the purchase that the Commission should write down from its revenue this
cost, 80 as to reduce it to nothing at the end of the term of the franchise in 1934, This miposed
a somewhat severe obligation on the Conunission. Sir John Momnash’s report, however, shows
clearly that the purchdse was justified frow the financial point of view, and the result of the first
period of working confirms this. Tt shows that the operation of the area by the Commission is
already showing signs of success, and there is a very great prospect of a reduction in charges in
this arca. it will be seen also that in 1934 the capital cost of the undertaking and all the expenses
of converting it to the standard required by the Electricity ('ornmission will be paid for, and this
area will have its distribution system free of cost. If this eventuates a specially low rate may be
charged for electricity. Moreover, in the criticism of this undertaking by the representatives of
the City Council, or by the various experts who have dealt with the sub]ect before the Committee,
from a point of view antagonistic to the Commission, no suggestion has ever been made that the
price is excessive. 'The City Councit representatives stated that they were willing to pay a higher
price ; in fact, any price within reason for the area. Your Commiftee does not thmk thercfore,
that the pulchase can be criticised from the point of view of financial expediency.

24. The refusal of the Commission to sell any part of the area to the Melbourne
City Council stands on a different basis.  The original intention of the City Council was
to purchase that part of the area within ite cty bouudunes_ that 13 to say, the Hopetoun
Ward, and they appurently hoped to run it in conjunction with the rest of the city
area, It will De seen. however, that Sir John Monash deprecated, from the first time
the purchase wus discnssed. the severance of the area, and stated that if such
geverance were to take place the cost would be very much increased, owing to the effect
of such severance on the economics and efficiency of the supply to the Essendon section.
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The reasons for this are explained in Sit John Monash’s evidence and in his report of 13th November.
Your Committec has no doubt, from the point of view of the consumers in this area, that the
severahce would be undesirable, and that if any part of this area is Lo be managed by the Commission
the whole of it should be o taken over. The representatives of the City Counc | themse ves
recognise thig, and met the objection by sugzgesting that they were willing to take over the Essendon
seetion as well as the Hopetoun Ward. [t thus became a question whether the whole of this area
should be controlled by the Connuission ar br the City Council.  The City Council were evidently
actuated by the fear that if the Conunission established its claim to control, not only the supply
ut bulk, but the retail distribution of clectr city in any area which was part of the City Council’s
territory, they would establish a footing as distributors in the metropolitan area, and this
might give them an advantage in the discussion of the problem of retail distribution iu the
metropolis, with whicli we have dealt in another part of our Report. The Commission suggests
that this question is bound up with the general question as to the planning out of the whole
metropolitan area, and the controt and distribution of clectricity there, and that until the [ranchize
of the Melbourne Electric Supply Company is dealt with it is not proper to change the situation
so far ag the authorities at pressnt in existence are concerned. They sugaest that this area should
be left in their hands pending » general decision on this important question. If the franchise of
the Melbourne Electric Supply Company is extended for a {urther period it would be better that
the supply of electricity should remain substantially as it is until the whole problem is eventually
tackled.  Your Commrttec strongly favours this view, and considers it would be best to leave the
matter in state ¢ito until the general policy for dealing with electricity in the metropolis is finally
deterntined. Tt will be seen that, from the clectrical point of view, the North Melbourne and
Kssendon area should bz dealt with as one. The Flemington load is a day load, and it differs
from the Fssendon area, which is mainly a night load. There is, therefore, a diversity in the
maximum deinind which is advantageous to the wholé arca. The area also forms a nucleus of
the area which will be served by the “ 1" sub-station of the Morwell transmission schemne. When
the Morwell power is supplied to these sub-stations the reticulation of the area will be centred at
a point in the area occupied Ly these snb-stations, which is contignous to the present power
station. The area will, therefore, be best served by treating it as oue.

25. In the literature which was circulated prior to the sitting of yonr Committee it was

freely asserted tliat the Malbourne City Council could serve this area better than the Commission
and that a sum of £3,500 could be saved by the City Council in the supply of the Hopetoun
Ward and a sum of £5,000 in the siupply to the Lissendon ayea, 'These figures, however, were
obtained by assuming that the rate of charges hitherto made by the company would be continued
by the Commission, whereas the City C'ouncil would apply to this arca its oxdinary tariff. There
wag, however, no warrant {or the assumption as to the maintenauce of the old charges in the area
by the Commission. The Chairman of the Commniission has stated that, on the experience of the
first period of working, these chargescan be rednced.  This arsument therefore falls to the ground.
Various other statements were made by the City Council’'s representatives to show that by working
the two areas in conjunction they could effact economres which would enable them to supply
the power and light to the consumers in the area in question cheaver than the Commission.
But as the power supplied both to the City Council at its sub-station © J 7 and North Melbourne
and Essendon area at snb-station “ 10" will be obteined from the Connnission, and as the area
to be supplicd by sub-station “ D is acknowledged by the witnesses on both sides to be ideally
suitable for supplies from that station, vour Committee, with one exception, does not consider
there is anything in this suggestion. 1f the two areas conld be better worked in conjunction
then the planning of the distribution system of the Morwell scheme must be wrong.  Your
Committee docs not think that the two areas can be better worked in conjunction, because this
would involve transmission lines in between the two. and the enginecr of the Commission pointed
out that an interchange ol electricity botween the areas supplied at different sub-stations would
be highly inadvisable. The City Council's witnesses also stated that, while the Government bas
imposed onerous terms on the Commission directed to extingnishing the capita) liability on the
undertaking within twelve years, the Couucil would not consider itself borud to pay off the under-
taking within such a short time. They confend that they are therefore able to save in capital
charges. As, however, the carly payment ol this capital lability is, in the opinion of your
Jommittec, a sound conrse, and ag it will ultimately put this area on an exceedingly favorable
economie basis, your Coramittee has not been convinced by these {igures. It is convineed that
the area will be at least as favorably handled by the Conunission as 1t could be by the Melbourne
City Council.

26. For these reasons, your Committee advises Parliament to approve of the North

Melbourne Llectric Tramways end Lighting purchase, and to ratify the same as early as possible,
Committee Room,
State Parliament House,
Melbourne, 21st November, 1922,
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: APPENDICES.

APPENDIX A.

THE POWERS OF THE COMMISSION AND HOW THEY ARE BEING BEXERCISED.

1. The Chairman of the Select Committee has roquested me to make a general statement upon the question known
a3 the “ retoil distribution ” of electricity throughout the State. and of the pohicy of the State Blectricity Commission
regarding same.

2. In doing so it is necessary to refer hriefly to existing legislation on the subject, so that the powers and duties
already committed by Parliament to the Commission may he clearly understood.

3. Under Act 2996, section 12—

(a) the Commission may * work " anv electrical undertaking as deiined in this Aet, and under the
delivition clanse, section 2 (1} this inelades * distribution, supply, and sale” with respect to any
undertaking apyproved by the Governor in Couneil:

(b) the Commission wmay supply electricity to any Govermument Department, whether State or Federal,
or any public body oriustitution : such, for example, as the lighting of all public buildings in the ity
of Melbommne or elsewhere in the State, or all Govermment tramways, railways, scwerage works,
water supply works, post and telegraply offices, Government factories, arsenals, ammunition works,
woollen mills, workshops wherever sivuated ; also all public hospitals, libraxies, railway stations,
strect lighting, and the like. All such services necessarily involve low-tension distribution both
in constrnetion and operation:

(c} ihe Commission may supply iu bulk to undeitakers and corporations, 4., it may in its diseretion
supply a council in bull, say for street lighting, or (the couneil being a public body) the Commission
may undertake the street lighting direet ;

{7) the Commission may supply clectricity to individuals (i.e., private persons also) in any part of the
Btate in which on Tth January, 1919, a franchise or order had not yet been granted, 1t is pointed
out that this eovers the greater part of the State: as, outside of the Metropolis, orders for electrie
supply have been confined to ahout 86 country towns, many of these orders being In private Lands.
Thus, the great majority of country towns have no orders in force, and under this legislation the
Commission has full statutery power to distribute clectreity in all of them.

L Again, under et 2042, section 3, the Victorian Railways Commissioners have been given power to distribute
electricity to any persons in parts of Port Melbourne, Footserav, Willamstown, Werribee, and Braybrook,

5. AW above Acts were passed by Parliament before the Electricity Commission was appointed.

Under Act 3104, section 19, the powers of the Railways Commirsioners referred to in paragraph 4 above were
transferred to the Klectricity Commissioners,

6. Under Act 3104, section 15, the right of a imnunicipality to an order, as of eonrse, was taken away, and niunict-
palities can now receive orders only upon the recommendation of the Commission, and ouly under conditions.

7. Under Aet 3104, seclion 17, the Elertrieitv Commission mav, (o the exelusion of the council or councils
concerned, step in to purchase any private undertaking,

8. In view of the general tenor of all the ahove cnactments, it cannot surely be truthfully said that Parliament
never intended thiat the Klectricity Commission sheuld undertake retail distribution of clectricity. All these cnact-
ments appear to indirate a clear aid consistent policy, viz, —hai where municipal couneils had already, at the time
of the passing of the first of the Acts above eited, acquired w franchize for the = retail 7 sapply of electricity. sueh
[ranchises were 10 he respected. hut that wnder every other circinstance and in every other territory. as well as in
the special caso of Footscray, Willlumstown, Werribee, and Braybrook, and in the case of all Government and public
bodies, the Eleetzivity Commission should have the vight to supply, whether in buik or * retzil,” and to have the
exelusive vight to huy up private undertalings. It may be that al the present junctnre there are some persons who
do not agree with the wisdom of such legislation. bat i is on undoubred Fact thatthis legislation exists, and that as to
its main porport it cxisted hefore the Electricity Commission was ercated.

9. The Cemmission has, however, beea roundly abused, aud held uy to public obloguy beeause it is alleged that the
Commission is now sceking these very powers, and is in some cases alrezdy exercising these powers.  But, exeept only
as regards the purchase of the North ilelbourne undertaking (under the powess of section 17 of Act 3101} it is not true
that the Commission has done anything of the Lind, The Commission naturally had to honour eommitnents made
by the Railway Department in the districts of Footseray, Williamstown. &ec., but, althongh it had full power to do so,
the Commission has not, in fact, otherwise made the smailest attempt o enter info competition with those local councils,
On the contrary, the Commission has deliberately refriined from uadertalking nny retail distribation under any other
circumstances than those just mentioned ; in spite of the fact that there has been a widespread demand from many
municipalities, widely separated throughout the Rtate, that the Commission should do so.  The municipalities of Slep-
parton, Oueenscliff, Narracan, Korumburra, Mortlake, Winchelsea, nnd Warrnmumhon! eity, &c., nuiy be cited as a fow
cases In point.  This Jemand has been steadily groving, and has only boen recently temporarily cheeked by the insidions
propaganda with which the country has been flooded, diserediving vhe ability of the Commission to sapply cheap
electricity, and disquieting country councillors who have been naturally alarined by such onc-sided stateruents.

10. Tn farther proof of theiestraint which the Commission lias placed upon its actions in this regard, it may be
pointed out that the Commission is already giving, or will shortly give, 2 hull supply to Morwell, Traralgon, Narracan,
Lilydale, Dandenong, Frankston, Mornington, Uolae, Uamperdown, Terang, Warmambool, &c., and has made no
attempt, either dircesly or indireetly, in any of these towns to seize upon the business of retail distribution, althoagh,
as has been stated, in several of these places the Commission has been definitely requested to relieve the Councils of such
a respounsibility.
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11. The answer of the Commission, therefore, to the charges which have been scattered broadeast to the general
effect that the Commission has been trespassing upon the rights of 1nume1paht1eq and that the Commission i now qeelﬂng
still further powers to commit further trmpabqes upon those rights 1s, that these charges are absolutely unfounded,
and arc eontrary to the truth.  The agitation which has been engmeered by a amall coteric of mors or less 1ne>sp0n51ble
eritics has had the effect, and was deliberately caleulated fo have the effect. of creating distrust of the Commisston in
the minds of the very people and the very publie bodies whose goodwill towards aud co-operation with the Commisston
are most essential. if the luge cxpenditure which the State has undertaken in launching the Marwell scheme and its
associated works is to become a boou to the people of the State as a whole. I respectiully submit that it is in the power
of this Sclect Committee to do mucli to restore the good repute and prestige of the (onimission, und that if the Committee
ean see its way to do so. such action will have a most beueficial effect npon the snecess of the Ntate Electricity Seheme,

12. The Comnission has throughout adopted and practised a elear policy.  Where the provisions of the law were
mandatory it has carried out the duties imposed to the best of its ability. inspite of much obstruction from vested interests
or people with an axe to grind. Where the provisions of the Jaw were dbcrehonarv the Cominission has never exereised
such discretion except with the full knowledge and approval of the Government, afier close and often lengthy consnl-
tation. The Commission has scrupulousty re\pgcted the rights of all existing undertakers. whoether publu' or privafe,
cxcept in those cases where the law itself has directed s trv\pdhs of those rlﬂhtq (as in the Footscray area). Thae Com-
mission has refrained from exercising its 1ights to undertake retail supply in turritories where those rights undoubtedls
exist, even although pressed to do so hy the local bodies concerned., The Commission Las, in ro mnglf‘. sase. refused the
grant of an Order to anv municipal council, whether 10 enable the Commission itself to step in or otherwise. although
it hasg full power to do so.

13. The reason that the Commission has refrained from undertaking retail distribution in towns or places hitherto
unsapplied, and not vet having an order, is that the Commission is strongly of opinion that this very important matter
should not be dealt with in a piecemcal fashion, or at isolated places often widely separated.  Moreover, public opinion
71 sach matters must first be mueh niore fully educated than it is at present. [t 1s for the very reason that the Coyumis-
sion holds the opinion that sooner or later municipal control of clectrical undertakings must come to an end. and must
give place to some form of centralized control covering laige terridories, that the Commission Lias deliberately refrained
from undertaking retail distribution, in order that it might not he tru‘rhfully sajd that the Commission was unwarrant-
ably endeavaouring to extend its powers.

14. 1 wish to emphasize to the Beleet Committee thas it is one thing fo hold an opinion antagonistic to the principle
of municipal contrel, but quite ancther thing actually to act executively in an antagonistic manner. No executive act
of the Uommission can be truthfully described as antagonistic to the principle of municipal control. At the same time,
the Commission, after lexgthv lnvestigation and in the full light of the practice and the trend of opinion in other countries,
frankly inforins the Select Committee thav, in ibs opinion, muanicipal control of clectrical undertakings must sooner or
later come to an end: that it is a principle entirely unsutted to the conditions of a great scheme of cleetrical trans-
mission extending over at least 20.000 square miles: that a continuance of the principle will imperil the suecess of the
whole scheme. both financially, ceonomieally, and technieally : and that with the passing away of the locally-owned and
operated siall direct-current plants, having a verv limited local range. and the advent of alternating-current electrieity
trapsmitted at high voltage from « long distance the present highly ineflicient svstetu of operating electric supply by
reference to arbitrary municipal houndaries must also pass away. The Cominission, the Government. and Parhament
must fage this great problem with far-sceing courage. undeterred hy local clawour or preconceived prejudices.

[n the ubove observations ouly the general conclusions of the (onumission have heen clearly indicated, but
apecitie reasons in suppori of thoze counclusions have not beeu advanced in detail. If the Seleet Committee considers
that an inquicy into the reasons upon which the Commission relies in support of these conclusions is desirable and within
the scope of the Select Committee’s present uguiry. 1 shall be glad forthwith to make a detailed statement regarding
this important matter,

6. 1 desire In conclusion to repeat, on behalt of the Conumission, that while. as in duty bound, it will advise
the Government and Parliament as to the best means for relorming the preseut obsolete conditions, the Commission
is not seeking any further powers to give effcet to such a policy, and has taken and is taking no action whatever to
prejndice the question or to embarrass the entire freedown of action of Parliament.

JOHN MONASH.
Chairman.
31st October, 1922,
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APPENDIX B.

THE PROBLEM OF RETALL DISTRIBUTION OF ELECTRICITY IN RURAL DISTRICTS.

1. This Report is presented in pursuance of Act 2996, section 11 {o), and deals with the question of the distri-
bution of electricity so [ar ag it relates to the provineial districts, as distinguished from the mietropolitan arvea. The
latter arca is subject to special considerations, and the conclusions to be reached rest upon somewhat different gronnds.
The ultiinate co-ordination of electric supply in the metropolis will therefore form the subject of a separate report.

A brief reference is necessary to the past historv of electric supply in the provineial districts.  When eleetric
generation hegan to be introdnced some twenty-five vears ago tle direct-current system was universally adopted in
our country cities and towns.  OF eighty-six extra meiropotitun orders which have heen hitherto granted no less than
seventy-four have resulled in the installation of direct current. That svstem is designed for purely local supply ; it
has an economic range of not more than a mile from the power house : it s quite unsnited for extension bevond the
limited haundaries of @ town. or for linking up with other towns at a distance,  The service of electrie supply, therefore,
heciume necessarily a purely local function in which no other locality was concermed. Tt was natural and proper that
the local governing body should coneern itsclf with the generation and distribution of electricity within its several towns
either by owning and operating the svstem itself or by l’()l’lt]‘rl(‘fln o with o private undertaker to do so.

A close analo'-v to this situation is the earlier history of the telephone service, Before long distance telephony
wag practicable the practice was coinmeon for the telephone serviee of a town to be tocally managed, and yuite independent
of other towns.  Local management, however, ultimately gave place to centralized umnagement ¢ Overing large territories.
A sinilar course of developient has taken place in milway and tramway services and otller publie wutilities of a like
nature. -

3. The management of provineial eleetrical nndertakings in this State has in the past been not merely confined
almost cxclusively to the now obsolete direct-current system but also has been characterized by much ineficiency. The
charges for electric service in most country towns are ahnormally high ; the service itself 1s unreliable ; administration,
construction, and waintenance are of a poor standard, the authoritics being. as a rule, unable to bear the financial burden
of employing skilled professional advice and direction.  The result of these conditions 1s all too clearly shown in published
financial statements.  Outside the mietropolitan area there are operating, at this date, fifty-three raunicipal electrical
utidertakings. 1n only two of these has depreciation of plant and machinery Feen adequately provided, despite whieh
over forty of these undertakings have been unable to reduce their working expenses to the level of revenue received.

{. The past history of the matter in this State. unsatistactory as it has been, has nevertheless created a belief,
which appears to be widely held. thatthe control of the serviee of electric energy is a trueand legitimate localized function,
There i u prejudice inmany quirters against a change, and a definite disinelination on the part of loval bodies fo surrender
what is In many cases rega rdml asa 11<rht or priv 1leﬂc eptailing the posability of making profits in relief of rates. which is,
liowever. in fact rarels ac h!ever} 1t is this ur n]udme which furmshvs the most tonmd‘lhh‘ ohstacle against future eiorm.
Nevertheless. if the future electric service of this State is to he carried out on sound, economic. and efficicut lines, and if
the full henefit is to be rcaped from the lheavy investment by the State in 1he business of electric generation and
transmission. these prejudices must be overconie, and the wayv cleared for a comprebensive and constructive poliey
more suited to modern conditions.

5. The Btaic i3 already conmitied to worls of generation und travnsmissdon of electricity on a scale of considerable
nmagnitude. 1t s, however. not logical or practicable to divorce entirely the function of generation from the function of
retail distribution,  There is in this Sate to-day no single instance of an andertaker generating electricity who is not
also the retail distrlbntor of that eleetricity within his territory.  With the exception of a few of the Niagara private
power companmes, it 1s doubtful if there is any other peecedent in the world for enti ely separating ™ generation ™ from

“retail distribution.”  There is, therefare, no historical or legical hasis whatsoever for the doctrine that the State
Islectrieity Commission, which is destined to become the only important gencrating aothority within the State, shall be
totally excluded fromn the tunetion of retail distribution.  Not only does the existing law contemplate no such general
exclusion. but no gromxl of efficiency ar expediceney or economie advantage can sopport such a dectrine.

6. On the contrary, there are weighty reasons why the opposite view <hould prevail. and many of these are so
obvious as 1o need only hrief enumeration.  Thus (—

() The cost of generating electricity is only a portion of the delivered cost to the retail consumer. That is
to say, the cost of distribution forine  large part of the price paid for his service by the retail eustomer.
Therefore, inefliciency in the service of distribution is lilkely to be very <erious in its effect on ultimate
retail charges. No scheme of electrie supply cun be cheap and satisfactory unless both functions
are officiently performed.  Inefficient distribution will probably whelly aunul the advantages of
cheap generation.

by A bhody like the Commission, or uny stmilar body <ealing with a large tervitory. can command the
necessary capital for works of distribntion at lower rutes of interest than a plurality of sinaller bodies,
acting independently and at different tines. Tt can also, hy standardization of design and by letting
contracts for bulk supplies of transformers, insulators, conduclors, meters. and switchgear, command
lower prices than small bodies having limited requirements. Tt can also acquire and operate labonr
saving machinery and apphances which are heyond the reach of smaller bodies.

(¢) The cost of operation and mmanagement of retail distribution in a number ol towns in a large district
would also be matenially less 1t handled by a large authority controlling the whole dlStl'lLt. Thus
tle work of maintenauce, servicing, meter Ieadm revenue collecting, &(‘ all of which funetions
are necessaly even in the smallest country town, could be performed by a ¢ entral authority controlling
a number of towns in the distriet far more cheaply and effectively than by the local authonty
in any one town, thus cffecting substantial cconomies in the local administration and distribution
costs3, - -
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(d) Municipal councillors {especially in country districts) and to a lesser degree most municipal officers, are
unfamiliar with electric economics and with the principles underlying the framing of tariffs for the
sale of cnergy. They are, in consequence, quite unable to encourage in every way the application
of electricity to the many departments of life, both private and industrial. Inexperienced overhead
management in such matters leads inevitably to a retarded development of tlie use of electricity,
and bears particularly adversely npon the industrial use of electricity. To quote a specific example,
a municipel conneil would find it difficult to undertsand why it can and should quote to a local
industry, say a flour mill, a price which on the average would be much less than the average abe
which the conneil must ttself pay for its bulk supply. The Commission has on its files complaints
from industrial consumers to this very purport, and others of a similar nature. Moreover, in most
provinical municipalities the majority of the councillors usually represent rural ridings having &
scattered population, and are therefore not necessarily interested in the electric service of the more
closely -settled urban riding.

(¢) Many municipalitics would find difficulty in raising mouey to pay for works of distribution or for extend-
ing same. Some have indeed reached the limits of their borrowing powers. Such municipalities
mnst go without electric service unless the State advances the moncy, either direct to the couneil,
or to a body such as the Cornmission. It is public money in any case, and it is likely that the respon-
sibility for its proper application and due repayment can be better discharged by a large authority
than by numerous conneils aeting independently.

() Among the most important requirements of efficient eleetric service are its expansibility and reliability.
No matter how far-seeing the generating authority may be with regard to the extension of the eapacity
of the system to meet the possible demands upon it, nor how rchiable the supply system may have
been made, its efforts in those directions may be nullified by failure on the part of the distributing
authority to properly provide for tle growth of business, or Lo safeguard the continuity of the supply
to the consumer. The difficultics that will arise if every miunicipal council were to he a separate
and independent distributing anthority are snrely only too obvious.

(9) A generating anthority is vitally concerned in the development of electrical markets and the cheapening
of the supply to the consumers, These can be brought about only by active propaganda work in the
distribution area and by careful study of the individual requirements of the various classes of con-
sumers, with a view to improving the general load factor of the district and other conditions affecting
the cost of supply. These desiderata can be achieved only by direct contact with the ultimate
consuners, ¢.c., by canvaes and by direct negotiation., A shire council acting as a distributer only,
and not allowed to make profits out of the supply for alleviation of gencral rates, has not the incentive
to become vitally interested in snell matters, and, therefore, is disposed to rest satisfied if its ordinary
and immediate requirements arc met. It is likely to resent any eontact between its retail eustomers
and an outside generating authority.

7. The consideration of a specific example will serve to illustrate on broad lines the principle that the process
of retail distribution of electricity is uot properly a purely local function. ‘

The scheme, a forecast of whieh has recently been submitted to the Govermment, for the service of the North-
East and the Goulbnr Valley covers a territory which crubraces twenty-eight separate municipalities.  The reticulation
of this territory Las been and must be laid out without the slightest refercuce touunicipal boundaries, being in this
respect closely unalogous to the layout of railways, water-chaunels, main roads and telegraphs, whose correct location
demands compliance with scientific rules and technical factors. The whole system of electric transmission lines {trunk
feeders and sub-trunk feeders) is a single system, requiring a unified control. To turn over the retail distribution in
such a territory to the independent management of twenty-eight separate loval bodies would bring about & quite needless
multiplication and overlapping of effort ; a wide variation in the standard of efficiency practised in regard both to
administration, operation, and maintenance ; wide diversities of rates, charges, and eonditions of supply on difierent
sides of intershire boundaries ; friction between shires wherever their intercsts are in conflict : and discontent among
customers. But more than this : the layout of the distribution lines will frequertly involve the desirability of serving
a portion of say Shire “ A " fromn suh-stations or feeder lines situated in the territory of anotber Shire “ B’ instead of
from the more remote sonrces of supply available in Shire © A7  Similar probable complications would abound. In
the opinton of the Commission it is indispensable that the control of the wlole of the low-tension distribution of such
a large territory should be in the hands of a single authority, which can apply a uniforra poliex, a nniform standard, and
a uniforin administration throaghont.

8, The most weighty precedent n the question under discussion is that of the Ontario Commission. This body
nominally acts as agent of and on behalf of the muuiripalities throughout: but, in point of fact, it is the Commission
itself, and not the municipalities, which, in the case of rural supplies, takes ali exceutive action of every kind whatsoever
upon proper guarantees being given by the consumers and municipalities. 1t is the practice of that Commission, apart
from generating clectricity and transmitting it at high voltage, to construct, finance and operate the whole of the low-
voltage reticulation of the rural municipal areas. It nmintains the works, reads the neters, collects the revenues, and
finalizes the whole procedure of clectric supply. It is only after all this work has been done that the Ontario Commis-

sion onee a year renders au account of itz operalions to the municipalitics.

Again, in New Zealand the Public Works Departient is not culy a generating authority, but also a distributing
agency on a large scale. While it selis bulk energy to a number of municipal councils, it is perfectly free to deal dircet
with industrial consumers, with tramways, and the like. That is, it sells cuergy both in bulk and retail.

Coming nearer home, we find in Tasmania the State Hydro-Electric Department, a body created by the Govern-
ment to develop the hydro-clectric resources of the State for the benefit of industry, operating not only as the generating
and transnitting authority, but also as the sole retail distributing authority in the municipal districts of Hobart and
suburbs.

9. This Commission considers, nevertheless, that due attention should be called to arguments which cau be used
on the other side. : .

In the first place, there is the financial question. If the Commission were to undertake retall supply, then in
course of time considerable additional public funds must be made available for its use for such 4 purpose. Such funds
must, however, be fovnd in any case, and whether the work is financed by the State or by the lacality the expenditure
will, either way, be a charge upon the people of the locality, and reflected in the charge for giving them an electric
service.
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In the second place, there is a strong pubhc feeling in favour of local autonomy ; in other words, there is the
psychological as distinet from the technical aspect of the problem. The Commission does not in any way minimise the
arguments that may be used in favour of divided as against ceniralized control, so long as the principle of large distri-
bution areas is recognised. Nor does the Commission wish to discount the ethical advantage of divided public respon-
sibility of large expenditures and the benefits which may be derived from various local authorities, acting on the advice
of the Commission, emulating each other to give the best service,

It is, of course, for Parliament to say how much weight is to be attached to this consideration, and to what extent
technical efficiency and best economy should be sacrificed in order to favour and foster the ideals of local control of
what are regarded as local affairs, hut whic)h are not really so,

10. The advent in the near future of a system, entirely new to this State, of transmitting electric energy through
long distances for the simultaneous scrvice of numerous districts and localities widely separated and widely differing
in their needs, brings about an entirely new situation which, in the view of the Commission, calls for an early solution
and for the adoption of a sound, far-seeing, comprehensive and clear-cut policy.

11. The Commission may fairly be required to indicate how a policy of general control could be given effect to
in practice. This matter has also reccived consideration. The Commission would divide up the State into a series
of electrical districts, with special reference to the various separate transmission schemes, Tbese transmission schemes
are quite definitely sepirable, with reference to the sousce of supply and to the areas traversed and fed by the main power
lines and offshoots from same. Thus the Western District from Geelong to Port Fairy would form a well-defined electrical
district ; Fast Gippsland from Morwell to Bairnsdale another ; the north from Benalla to Fehuca and Wodonga still
another; and so on, In each such district there would be a sauperintendent, whose staff would perform all the functions
of maintenance, operation, and admninistration, with full local powers, subject only to the central control of the Commis-
gion in matters of general policy.

12. In the event, however, of it being thought by Parliament that the Comumission should be altogether excluded
from the function of retail distribution, the Commission strongly recommends that such a function should, even under
such circumstances, cease to be regarded as a local concern. [t would still be imperative to treat cach separate trans-
mission scheme as a single seheine requiring a unified control centred in some local authority created for the purpose.
In other words, instead of there heing superintendents acting under the Commission there would have to be local power,
boards or trusts, ecither noninated by the Slate or clected by the distriets, which would be given borrowing powers
and would have independent control of the clectrical afluirs of the distiict so far as relates to low-tension distribution.

Tt must be made clear, however, that even under such an arrangement, the whole of all the systems of high-
tension reticulation threughout the State must remain, as at present, under the sole control of the State Electricity
Cloinmission.

13. The Govermment and Parliamicnt have already definitely adopted the pohey of the full development of a
Stabe service of cleciric supply throughout the State, except only as regards low-tension or retail distribution in the
case of those orders which were still in force at the end of 1918, The immediate question is whether, as an ultimate
objective, that policy should be extended to cover every part of the State.  If decided in the affirmative it would
nevertheless take many years to carry sach a policy into complete effect.  Private franchises would have to continue
until rights of compulsory acquisition mature. Municipal franclises would not, in every case, be readily yiclded up.
The conversion of public opinion in favonr of general as against local control may be of slow growth.  In the meantime
it 13 not sugeested that in the case of existing orders there should be anything in the nature of a wholesale revocation
by law, or of a wholesale compulsory acquisition by the State.  The fact is that manyv municipalities at present actually
favonr and desive auch acquisition ; and others will probably follow suit when, by experience, they more fully realize
the anomalies involved in an aitempt to apply past practice to the new conditions created by schemes of transmitted
energy.

14. If Parhament finds itself gencrally favorable to a policy snch as has been outlined, it will be for the Commis-
sion to take into consideration, in minuter detatl, the steps necessary to be taken during the transition period between
the present separated and the future co-ordinated and urufied system of control. Such transition period may well last
ten years and upwarls, during which the ramifications of transmission schemes will be pushed further and further
afield. No such scheme of general control can be put into force in a single operation. It must be effected stage by
stage as the need arises and as favorable opportunities offer. This progressive approach to the final objective is no
evil, so long as that objective is clearly envisaged from the ontset and all intermediate steps are made to harmonise
with it.

State Elactricity Commission,

31st October, 1922,

By Authority : ALBeRT J. MuULLErr, Government Printer, Melbourne.
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