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The Hon. the Ministier or Fivasow, Wellingtos.
Wi have pleasere i subnutting the Balince-sheet and  Boevenne Accounts for the
year ended 3tst Marvch, 1940, togeiher with o vepert on dhe Peard’s administration
for the period, a.» u~r]u|r<*{ by subsection (1) of seclion 43 of the Bhte Advanees
Corporation Act, 1934--35.

PART L-—~GENERAL.

The year 1938 40 being the Centennial anniversary vear {or the Dominion
of New Zealand, 1t had been mtended that this I‘ci)m Sshould cuhody o full historical
review of the State Advances Corporation and its pr'()tu-"msm” but in view of the
difficulties arising from the nternational situation it has been decided to postpone
the publication of the full review wntil a later date.

The Corporation having completed 1ts st five years i operation. the Board
of Managenient proposes to report briefly on the proovess that b heen made durine
that period.

In terms of the Government's peliey as outhned o the Act under which
it was established in 1935, the Corporation vow s ml\‘(l manacement all the loan
accounts which previous ]y were adminstered by the State Advamees Departiment.
the Lands and Survey Department under the Bischarged Moldiers Seftlement Act,
and the stock and (lmtl s loans wnder the Ruial Intermediote Credit Act.

The total book value of assets taken over was approximately  £55.000.000.
fn terms of section 38 of the Act. the Corporation was required o issue 1o the
Treasury stock or debentures for an wgreed pmvmmun of the .uwf value, the bulanee

of the amount heing left m the Contingent Linbiiiy Account. Hioek alre H(E‘ i Lo
the Treasury in accordance with this seetion anonnts to £40,545.750, and the lr 'l ahce
now cutstanding m the Contingent !uulnln‘, ’sumnu, s the s of £9,821,6353 4d.

With o view to assessmg more acc/umt(]y she value of the assets tuken over, the !umm
of Management put in Im,nd a scheme for the mnp]r*’r(* survey of all the fnvestiments
taken over, with the intention that when this revaluation bad been completed
proposals should be submitted to the Government for the final adjustment of the
Corporation’s account with the Treasury. D the two yeuars invaediately following
the establishment of the Corporation the new business handled l)y the orgoniza tion
wis ona very much mereased seale, and then the Mortgagors and Les oS Rehabiii-
tation Act came into operation, with the result that the personnel of the field and
office stafl was fully engaged in dealing with some ten thowsaad applications for
reliof.  These two factors have had the offect of ret arding the survey of securitios,
and, whereas it was expected that the whole of this w(,rk would have heer completed
within five years, it is apparent under present war conditions that fnality connot
be reached for sonme time.

During the pertod from 1935 to the present date the effect of vetaining i
the Contingent Liability Account the balance ol neminal value of wssets faken over
by the Corporation has been reflected in the Revenue Accounts for the resson
that whilst the Corporation has been paying mnterest to the Treasury on stock issued
amounting to approxmiately £40.000,600 no direct pavment ax interest has heen made
on the Contingency Au()hnt, and the Corporation’s net prefit b been Dicreased
accordingly. The whole of the (9110 ration’s profits are al prescud peveble to the
Consolidated Fund, so 'u\u the final result is therefore not sdfected.

However, the Boerd is anxious 1o place the Hevenue Accounis an o basis
that will show move correctly the Corporation’s carning-capacity. sid. alibougd the
swrvey of securities has only been partially completed, it s mtended e an interinm
measure to arrange for the issue of additional ,»mglx to the Treasury for o portion
of the amount now included in the contingent liability, and this will be reflected
m the accounts for the year ended 3ist BMarch, 1641

sincee 1935 additional funds for the pur‘p\,m of neking advanees on nortgage
and for investment in local-body debentures fve been r;-iq/n‘ By the i of shock
and debentures, firstly at 3§ per cent. and sccondly at 31 per cont. inaddition
to new funds raised in this manner there are available the prineipal vepayments
under existing investments, which provide the s source of <upply.
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The volumie of stew loan husiness granted sinee 1935 i< shown by the statement,
submitted herevnder

Loans authorized Number, Amount.

Residential £
Hefinancing .. .. . o 3,808 2,346,532
Kerecetion . .. .. .. Lo 6,972 0,458,276
Other purposes . . .. . | ,9|3 1,251,183
Il 993 9,055,991

farm--

Retinancing o . . . 2,454 0,068,192
Other purposes . .. .. .. 1, H0n 1,579,548
3,97 7,147,740
Total authorized .. .. .o 10,940 16 203 73]

An analysis of the loans under administration as ot 31st March, 1940, which
”wnnvd shows the number and amount of mortenoes i districts sundivided
mito oo amd residentiod sections,

Farnt, Residential. Total.
Distiiet, . - — - ‘
i Number. Amount. i Number, Amouni. Nuuther, Amount,
£ ‘ £ (
Suekband . IR 1,492,199 I(' O35 0 6963 002 5H 207 11150 64
Panalton . . LLene HUo880.379 4o 94187 R,702 . 7.832,250
Napier - . o 1,6DD, 633 2.5()1! IR USRI {,269 | 3,062,345
New Plymouth o o 2,788 299 l BNt 601 .7:’35 I, ,f)(,)l C3.390.046
Weallington . L 3,202,080 15471 0 9 M9 e 1D, 082 ‘ 12,351 231
Nelson . . . ‘ 319 .P, 198 ;‘ 06 ! ST0.TC0 3,614 1 2189 .80
Christehureh .. B 2,619,218 T84 B5,801, 0108 0 9 B8D | 6,420,357
Dunedin FLODT 1L M6,534 |1 66D 802,995 2,612 | 1,949.527
Invercargill 1,685 ¢ 2.260 250 1 995 | 479 650 2,610 | 2,742,905
Tota] .. .. ‘ 21,004 3h, 32() 792 J 44,778 )() 0)7 403 66,489 i 1,394,200

fn addition to the sccounts m(hulcd i thv above stateient. llw Corporation
s responsible for the nmnagement of some 11000 tenaneies. the bulk of which
are e respect of houses erected under the new Governmeni (i ousing Scheme. which
18 rcf(en'ed to i more detail in Part 1 of this report.  The Ruval Intermediate (Credit
system of stoek loans which 0 under the control of this Board, Involves the
:u!n1ini:~:rr~'m:m ad supervisicn of a0 business consisting ol approximately 900
louns. the nm;-nl ty of which have been atranged through (- operative Rural Inter-
mediate Credit Associations.

INriRERT-RATIS AND Tlrus or LENDING
The lending vate for first morteages remaing unchanged at 4 per cent.. ond
this rate has heen saintained sinee 1935 The ( Corporation™s main lending policy
is ollied to fong-tema table worigages. For house-building loans the terms vary
according to (e type ol building and the civetmstances of the borrower. und for
suttable favin secontes the maxinuim term s fortv-five years,

New Business.

The Board has continued to give preference 16 loans for orecting Lotses cither
in rum} o urbon districts and has also et the vequirements of it exastime rurad
mortgagors for I’.Lirl()\(‘lii("lﬂ?.\ and development \‘\,ml\ indertadien Tor the purpose
of 1 m(J(*msm“ praduction,

The I(MHh granted Tor the year may briefly be stated as under

No, Amount.
L
For house building .. .. .. R NS Vi 1,540,130
For other purposes . . . .. 494 328,238

Total . .. .. . 2,1 1,868,368
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The Corporation’s field staft has been continuously engaged in the appraisal of
new securities and the supe rvision o existing mvestments - and in the country
districts our officers have heen working in close co- operation with other De pdltm.'nt\
in utilizing available abour in mnmm‘wn( nt works on farin securifics,

At thl.s critical stage of the nation’s history. where New Zoaland. as o niember
of the British Commonwealth of Nations, is called upon to assist both i regard to
man-power and production, a still greater effort is beine made fo utilize the
Corporation’s field and office organization in mm.mflnn a greater production of
foodstuffs for export. and at a recent meeting of the Board. the following resolution
was passed :—

¥ That the Board of Munazement of the Ntate Advances Corporation being fully seized
with the difficultios that have arisen and are likely to arise from the war, confirms its
determivation to do everything in its power to ussist the Government io its umlouom to
ca-operate with the British Government and other nnits of the Empire in bringing the present
conflict to a successful conclusion,  Ta particular to divert the (mpomn(m “ lv‘mlm' policy
so that the maximum results may be obtained in nieeting liw exigencies of the ware.”

TrADE AND INDUSIRY IN Niw ZBALANI.

The position of industry as a whole in New Zealand, both ])Hnl{h) and secondary,
has, of course, been materially wfected by the war conditions. and for this reason
a comparison with carher p(rmd\ nay uot he 50 uselul asin novmal times. The
purchase of all exportable farm-prodace by the New Zealand Government at fixed
prices has o more stebilizing cffect on the incons of the farming coiaunity, but
agalnst this. however. there is some meresse o the cost of nredietion, !)mmu
the year surveys and investigations have been imade of various asprects of the farm-
labour problem, and the Governnent has encour: reed ond assisted in the movement
for the transfer of workers from non-productive Tabour o the farms, The Rural
Housmg Act and various cmployinent sehemes that are nov 1w operation should
do much to overcome the labowr difficulty of the firmers wid fercase production.
On referring to the statistios relating to fari- production it is fonnd that the quantity
produced during the vear 1939-40 shows little variabion ne compared with  the
production for the previous twelve months, the figures for which are shown in
brackets. A table showing the comparative Heures s appended.

Commodity. (Quantity. Value
Cwt. £
Meat .. . S BU2ED B00 (6 ,01R,307) TOA32.196 (16,275, J/i)

Dairy-produce . o826 J08 (4,52 2hn) QU HRY UL (22 AL T
Sales.

Wool . . . TRY,990  (R14.408) F2.639.720 (11 940, 110

Skins and hides . . 2498006 (2.271.291)

Other farm produce .. 930,261 (1,217,162)

These rveturns are naturallv affected materially by the climatic conditions,
ond 1t s clear fron reportss received from the Corporation’s ﬁol I officers throughout
the Dominion that production wie considerably veterded momiy distriets b,\r the
severe winter and Tate spring of 1938,

VALUSTION OF MiCURITIRS,

There 18 a considerable diversity of opinion on - (he nll‘)](‘(' of valwation or
appraisal of Jand and improvements thereon, and i view of the widespiead interost
it s considered desirable to furni<h o hriof statement on the matter as it affoei- the
Corporation.

Iy the tisst plices afttention s drawie fo section 26 of the State \dvaices

(()meahnn Act. 1934-35. which provides, snter alin :

“Where the security consists of a0 mortgage of L sed exelusively or principally for
agriculiural, horticultural, o s toral purposes, the Boned sholl dbavrmine the value t,hum"
for the purposes of this section hy referenee {mm..ul\ o the carning-capacity of such land.’

The pronouncement of the President of the Assessinent Cowrt at Palimerston
North in Decamber. 1939, when considering appeals against the vo luations made for
rating purvposes. strongly supported the view that it was essential to reconcile farm
values with the production 1o he obtaed therefrom.  This prineiple was  also
supported by the findings of the Adjustment Commissions and the Court of Review
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operating under the Mortgagors and Lessees Rehabilitation Act. 1936, and we feol
that, apart fron the protection of the funds nvested by this Corporation aivd ather
lending institutions. the vesult of such o policy must in due conrse have a heneficial
effect, although stahility in productive cost is a desivable objective,

tesidential property also requires consideration front angles other than cos
and sale pricec and particudacly does long-terns lending necessitate proper reoand
to the estimated net vental retirn to be obtained from the property over the period
of the loan.

In another portion on this report reference in made to the comparative position
of terms of lending and rates of interest sperating in New Zealand and Australia,
and a recent publication veceived from Canada dealing with the operation of the
Housing Act o that Dominion supplies some information which is also usefnl for
comparative purposes.  Lbis indicated therein that loans of 70 per cent. to 86 per
cent. of the appraised value of the security may be made under the Dominion
Housing Act and, to quote an extract from the statement, the following conditions
apply -

e addition to the requirements that the borrower must be ahle to advance at least
one-ifth of the totul cosi, the granting of Toans will also depend upoi

“(1) The horrower’s ability to repay the loan.

“(2) The reputation of the borrower.

“(3) The cost or appraisal value of the proposed property.”

The Canadian authorities” requirements in regard to location of security and
plans and specifications appear to be very similar to those which are applied to
home-building loans granted by this Corporation. and the Federal Housing Adminis-
tration systems of loan guarantees in U.S.A. ave largely poverned by these principles.

OVERSEAS LENDING INSTITUTIONS

During the past financial year the Chairman of this Board paid a visit to
Australia and had the opportunity of conferring with representatives of lending
mstitutions in the States of Queensland, New South Wales, Victoria, and South
Australia, and these contacts enabled an exchange of views on various important
features of this type of business.  Having regard to the comparative size of the
States mentioned and MNew Zealand, the progress that has been made in this
country in the sphere of State lending, particularly that section which deals with
housing finance, may be considered cqual to if not greater than that of any of the
Australian States.  In Australia rural advances are made largelv through commereial
and State banking institutions. A comparison of the mtes of interest and the
terms of lending operating in the Australian States and New Zealand shows that in
this country borrowers have in recent vears heen offered more favourable terms
than those available in Awstmlia, - We desive to place on rvecord our appreciation
of the facilities offered by Government officials wnd representatives of other lending
mstitutions in Australia, which enabled the Corporation’s Chairman to have the
opportunity of investigating local conditions and suoking comparisons with our
own system.

TreammeNt or TINBER A8 A PROTECTION AGATNST DETRRIORATION AND TivMBER PENTS,

The Corporation, as one of the principal lenders on secaritios consisting to a
large extent of house property. is ereatly concerned in regard to the type of material
that is being used in the erection of such buildings. In collaboration with the
Department of Scientific and industrial Research and other interested Departments.
the Corporation has during recent years caried out a considerable amount of
rescarch in regard to the methods adopted in other countries for the preservation
of building timbers, and there have heen attached to the Corporation’s staff certain
experts who have been employed ininvestigation work in regard to this problen.
In Australia, pretreatment of timbers to be used in house construction is a common
practice, and for soil dwelling termites metal capping of foundations is widely
adopted.  The data on this subject coliocted by the Chairman in Australia has
confirmed the views of the Corporation that ventilation of foundations and timber
preservation arve vital factors in safeguarding wooden buildings.  During the year
arrangements were made for an Australinn scicntist (o visit New Zealand and




B -13. Q

make a thorough investigation with o view to submiiling « mu;;,n-iwmiw fopd

on the activities of certaim timber pests which Joca] \(M\‘l( dions had diselosed,
Discussions with the Australian expert disclosed thail apad lwn the insects which
are common to New Zealand and which to the livoen oee ol (~f. watfted ander the
heading of ““ borer.” there is evidenee that Austealion ferauies hoth frober and

soll-dwelling varieties have become established o the meu(H» distriots ofF New

caland, and the evidenee that hos
Zealand, 1 tl ! tl ] ; L

been submiited i reoard to the desiruction
of wooden buildings. both i Australia and New Zealand, by these pests, eanphasizes
the necessity for drastic methods in combating and ermdicating them. !i cortain
parts of the Dominion there n u Ou\m o tenderey (ooadap -»(*1":;‘;41(“‘:11 aferinds,
such as brick and conerete, in preference to iimber for
view. however, of our n:l‘ti(m:.] (m,sotf, in the formy of finber fore {

opiruon of this Cornoration that to SADUTST hn;{»iur:‘x.—%ﬂ:[i‘:‘},’ e 1o
buildimgs and to mamtai the confidence of Teadhne mstintions b this s
seeurity an active programme of scientific deving and preivenimens of fnber by
producing and distributing interests i= essential.  With o view to copimg with the
Australian soil-dwelling termites, the Corporation has adopted for future loans, in
certain areas, i condition prov n]mo for complete capping of all foundations.

il !m"(m”«. i

b conoe ,n.{

Morraacors AND LessEus ReHABILITATION Acr, 1936.
The losses wiitten off by the Corporation following adjustinents made by the
Court of Review and Commissions appointed under the above-mentioned Act were
approximately as under :-

£
Principal written off .. .. . . . ..o 1,106,965
Arrears of interest written off .. . . . . 625,87
Amount transferred to adjustable debts . . . . 32,945
Total .. .. .. . .. . Ll mr) 7‘&\‘

Tt will be understood, of course, that the adjustable debts, £32,945, although
not now sccured under the Corporation’s mortgage, are repayable in terms of the
Order made by the Commission or Comrt of Review. and it is anticipated that the
bulk of this sum will ultimatelv be recovered. thus reducing the (mpomtmn'.\' Jose

to £1,732,843.
SoLpLERS FINANCIAL Asstvranci Boakin,

In January. 1940. the Government appointed o Docsd consisting o seven
members to administer funds to be made available for the assisianee of niep et
for overseas service. who are unable to meet essential commitients from theie v
resources, and the Corporation is represented on this Board by one of it Joint
M(m(l,@lno Directors, who is also Chairman. It was arranged with the Government
that the clerical and investigation work in connection wit Bl e appheations recerved
from soldiers or their dependants should be undertaken by the staff of the Heod
Office and Branches of the Corporation. By utilizing the services of this organization
it was possible for the Board to commence its up(*mt'imm without defay, aind v
hundreds of applications have already been dealt with,

ReveNuie Accounts AaND BanaNci-sHn

The revenue accounts and balance-sheet for the vear umhw! STt Mareh. 1940,
are submitted in the usual Tore. and, although there o no subsiantml chanee 1 the
position since the close of the previous financisl vear, some explansizon of tie major
items will no doubt be of interest. The majority of the wmortgnoe vecounts under
administration have been subject to :401’1\0 ;uljwfmvnt during the fst thioe or four
years—Afirstly, under the provisions of section 39 '>1' the Htate Advanccs Corporation
Act, which provided for a reduction of l'li“h“"‘ to 4 pereentonet on cottn conditions,
and, sucond],y, in terms of the Mortgngers and Lessees Rebabilitoion Actl under
which the Court anthoiized reductions o principal and interest ander various
mortgages and the revenue derived from the Corporation’s investments has been

affected by both these factors,




Revenne Adeconpts. The ;lt"ll\?!.“‘l' of moertoase acenunts oo outhined above.
and the mmprovement i prices for farin- produce during recent vears, has naturally
had a beneficial effect on iw financial position of the (m;m.«.tmw 5 omortgaoers,
and it s pleasing to report that the paviment of mstalments duving the past linaneial
year has mhnwn astill further niproveme nt. Itas estimated that the amount received
on account of interest due to the Corporation represents approximately 99 per cont.
of the amount due. The majority of mortgagors have also beesr able to meet the
principal instalments due andes their mortesues. and the Tunds received from (i
sowrce have thus been availabie for the nakme of further ia‘.\'w:u‘is\.wu‘iv ’)I‘ iew Joans.
[nterest on mortgages. current accounts, aid othier investients o the past vear,
amounting fo £2.279.665 4= 8d. shows g comparatively small "mmw over the
previous vears return of £22536.002 13 6d. which is consistent with the balance-
sheot position e the loans omtsianding at the end of 1939 and 1940 are
approximately equal. The Corporation’s annual connuitments on seconnt of interest
payable on borrowed funds necessitate the accumulation of substantial funds to
meet the nstalments on half-yearly due datess and during the past year the
Board found satisfactory temporary investiments for a considerable proportion of
these Tunds, the interest veturi rom this souree for the year being approximately
L£13,000.

The interest pavable on the Corporation’s stoek and debontures is inereased
owing to the issue of additional debentures, The wgross profit. which amounts
to £798.379 3s. 10d. s approximately £20.700 lower than last vear’s balance.
Alter providing for management expenses, \\]!1( hawe onanormal Basis, and setting
aside a4 sum o £40.000 as o further reserve acainst losses on pew husiness. the noet
profit is £500.207 10, 10d.  From the amount thns appropriated provision bas heen
made for a £50.000 reserve to cover meome-tax and social=ecuritv tax in respect of
the past year. Tt should be here explaimed that the (mpumtmn < taxable meome
for the udh 1938 39 and 1939 40 was arrived at after deducting the losses written
off during the past two years. arising maiinly from ‘ul!lwmuli made under the
J\’]m' ragors and Lessees Re habilitation Act. which amounted to the substantial sum
of ¢ su, 122 and this has resulted o the Aot payable lm- l;nx heing reduced to
i (mn} watively small figure.

A statement hm\mn the disposition of profits for the past vear is appended.
From this it will be observed that the amount of the net .\mplux payable to the
Treasury s £450.207. This l(pr('\(nl.\ a return ul 416 per cent. on the Authorized
Capitad and Contingent Liability Aceount

. L. Lo . L . , Pereentage per Percentoge  Pereentaae
sposition . Ot noob Prolits . *Near ¢ : S - . -
Disposition and \|1!n;r[;1|ll ‘\t|l.[l)|v:,|‘,) |lqlg:l,” tor the Year ended A oF 1 he Stk of e of G
T T Fs=ue® plus Capital. liarnings. Profits.
£ £ (b i
(ross carnings . .. .. S0 236,062 0 Hn00 (5T Ty 100000
} \
. VYO . 3} » .y " N ANy 2 T !
Less capital charges : Tnterest o] ,hdh, 1D 5620 (3 12 6) 67232
I
! |
Giross profits .. .. . . T8, 101 766 (1 1H 1) 32-7608
100 - 000
Liess managenient expenses aned depreciation IHRTUT0DTL (O 1L ) H- 097 G250
on fixed assets -
540,207
Rescerves for losses .. . .. 10,000 0083 (0 | ) 1612 Heolo
Surplus, year ended SLst Maveh, 1910 . HOO207T LT (1 2 ) 200529 0 62651
CLT66 (1 I 52768 | 100000
; S
R . . i
Liess Incoe and Social Security Tax Reserve By, 000 !
Amount due to Treasury .. .. .. v‘A )() 207 | !

# Stock issued as at 31st March, 1940,

2—B. 13.
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Palecnee-sheet Pl total mvestments ielided i the assets side of the balance-
sheet vepresent ssum shightly 1 excess of €59.000.000. heing an incerease of AppProxi-
mately CI80.000 @ compared with the previous vear's total. Tt must not he inferrod
froni thes that there has been no change in the mvestments during the vear. and an
analysis ol the transactions discloses that during the period the amounts paid out,
on new advaices ageregited the sum of £1.825.7910 and this was substantially
offset by principal vepayments. A consideration of these ficures emphasizes the
advantage gained from dending on the amortization system requiring  definite
annual reduetions in the doans which on the one hand provides the lender with
further funds Tor mvestioent and on the other hand progressively increases the
boivowers cquity in fis property. The amount owing on Current Account, has heen
reduced by approvimately £200.000 duving the year, and this is accounted for partly
by the systen recently adopted by the Board of amalgamating wherever possible
the acconnts of farmer mortgagors whose fand security has shown a suflicient marein
to enable this to he done. I those cases where the Current Accounts are still operating
the Corporation makes scasonal advances to its borrowers who require assistance
moanticipation of vevenue from their properties. As cach borrower becomes fully
established he s encouraged to progressively reduce his Current Account. and
satisfuctory progress has been made in this direction during the last fow vears.  The
total investhient in Government and local-hody debentures, which now stands at
£6.433.734. shows an inerease of approximately £220,000 during the veur.

Beference is made v another part of this report to the amount owing to the
Consolidated Fund ax a contingent liability to the Crown. being the balance
- respect of sassets taken over by the Corporation. It may he anticipated  that
during the next fow vears ax the revaluation of these securitios proceeds. further
niterest-hearing stock will e issned in part settlement of this account. and the con-
seuentil payivent of interest will cause a reduction in the profit shown by the
Corporation.  Another factor which will have a similar effect on the Revenue
Acconnts i the proposal to transfer for administration under the Housing Act a
constdernble number of residentinl seeuritios which i past years have heen
abandoned by mortgagors. The hook value of these assets is in excess ol £3.000.000.

STakL.

We desire to acknowledge the loval service rendered by all members of the staff
throughout the past vear. The abmornial conditions arising out of the war have
made 10 necessary to eall apon many oflicers to undectake additional duties and
the vespanse that has heen shown is greatly appreciated. One hundred and ninety-
cteht smemibers of the stafl have enlisted for service in the tlitary forces, and it has
been the Board™s policy to facilitate the release of these men as soon as this can
conventently be arvanged. Their positions will be kept open for them on their return
to el hife aad their dnterests in the staff organization fully protected during their
absence. We conaratatate them on their decision to serve their country, and wish
them an carly and sale return,

AL Do Park, Chairman of Directors.

T N. Sanannwoobn, Deputy Chairman of Directors.
G. A, Lewin

B Asiwin ¢ Directors.

. Barns )
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Ruevexvnr Aceoryis vor Year expun Jler Mavcon, 1910,
Interest Aceount.

Dr. [4 [ [V £ sood, £ s d,

Interest on stock and debeatures .. o BT 202 00 10 | Tiiorest on mortgages, ciarrents
Gross income  transferred fo Profit and Doss accounts, oand  Tocal-hody
Account .. .. . .. TN RTY 3 1o sectrilios - CLo2.420.0530 07 6
1 ol

crred 1o Ceneral

Reseive

L, 865 2 1o
S 2279665 408

Pontal-: Properties acquired
Lies~ mizeeHaneois: expenses

therean . o 7,278 I
—— I5 0
D Taterest on temporary bivestments . . .ol 15 o
VIo205,671 14 = V20285670 1408
Profit and Loss Aeccownl,

i, e oo [ £ 5. d.
Manawemoni oo Al inchndivey R ST S (TR S A ‘ Cros tneoaie bransferred from Toferest Necount .. 788,379 3 10
Reserve for lowes L . EURETN TNV 25 0 0
Net tneome feapsforred ©0 Voprorriaiion Aceo AR AV L I ] ‘

RSRTIE R I T

| sSo0d 310

Profil cud Loss Approprialion Aceoont,

Dy, by v [ s d

tneonte aned Social Secriiy Tax Poserve SR from Profit ad Loss
Badanee, protivs pavable 1o Treasen 1y i S00.207 1010
LS 207 10 10 £300.207 1o 1y

Bavance-sieer as ar Sha Maren, 1940,

Liabililics. J Assets, £ s dll
¢ RIS s woodoy Mortengen and acerucd intervest .. Lo DTLEISeY a0
Authorized capital . - . P00 Goo uooQ r Necu in comrne of realization and losses
Siock and debentires [t chargealdle against contingeni Hability when
Aceracd infopest oy defined .. .. .. . [N I T}
- RSN TEE s i Advarvces oo Coment Ncconnm and wecrued
Contingent I interest .. . . .. RS SRR I ]
Craown .. .. .. .. DS ess b b Governmend end doceal-hods eenvivies and
Resery C o acernod inferes .. .. .. G TR o1l
General Reserve AU N I S VN CF ved mseels nt costy Tess provision for depres
Reserve for logses onin- L elatin Cice fornitire, cquipnneni, and
vestimenis oo ooy tictorveliefes, . .. .. oy a2
Investment Plaetivtion Croponi nssels v sl
Reserve .. [T TR ndry deblors . SOTA YD
Reserve Tor Tneome il eniporary investient L A0 000 00 o
Socind Security T L SOLG00 60 Podaments in bransit, cash
; 12 11 i bank and on haned L. 470,028 18
Bandrey creditors .. 0 7 28,6810 10 5

Liability to the Crown-
Surplus for year
Interest payvable on Stat

Contribution o Geniral
Reserve .. .. T 200 £L0

[530,207 10 10

SA00HT 4o

DAIE PR P LIS P N CH0.THO 066 18

1. Bonerrsos, Chiel Acconntant, A D Pavk, FLLANZ, l’"H“\"\Y'V“l\iwwmi v Divectore
TOND MdaLLwooD S et Hreetors.

In accordance with the provisions of the Sate Advances Corporation Aet) 1936, we report thaf we lave
obtained all the information and explanations we have required in respect of the accounts of the Corporation
examined by us, and in orespeet of the ahove Balance-sheet, which in onr opinien is properly drawn up o
ax to exhibit a true and correct view o the wate of the Corporations’s aflairs according to the hest of
our information and the explinations given to us, and as shown by the Dhooks of the Corporation.

Lo Hesvor, Pablie: Acconntant |
|

N . > Auditors
L0 Brepeess, Pablic Aceountant

Wellinaton, N7, 19th June, 1910,



PART TT.---HOUSING ACT.
Ruvorr ov Dimrecror or Hovsine Consgrrucrion,

“T have pleasure in submitting the following report on the activities and
operations of the Department of Housing Construction under myv control for the
year ended 31st March, 1940 :-

“ Purchase of Land.—1land for housing purposes has now heen purchased in
127 towns. Owing to the growing sc umt of serviced seetions the Department
has had to acquire a considerable area of un(low loped Tand. the preparation of
which areas for housing purposes involves a tremendous amount of prefiminary work
in the way of construction of roads, footpaths, water- ~supplies. storm-water, and
sanitary sewers. In view of this necessary preliminary work the Department is
required to purchase land well i advance of the actual construction of houses.
To date, the Department has purchased approximately 18,000 huilding-sites.

“ Delays consequent on the War—As a result of the cutbreak of war, some of
the Department’s schemes of fand preparation and development have heen con-
siderably retarded, as owing to the Dominion’s war effort it was necessary that a
number of the Public Works De partment’s staif, with its plant and machinery,
had to be withdrawn from housing work to mun(‘(lmt( ly concentrate on the preparation
and equipment of military camps and acrodromes.

“ Likewise for some months following the outbreak of hostilities the Depart-
ment’s contractors released & large number of artisans to andertoke the building of
the various military onmmpnmnl . consequently for some time lmu\‘ing activitios
were slowed up in deference to the prior claims of the war emergency.  As the work
at these military camps became completed, the artisans and other staff were
retransferred to housing work.

“In furtherance of the Domiion’s war effort this Department undertook at
short notice the ercction of fwvniv one houses for the Defence Department at
Trentham for the use of officers and men of the training s*‘ﬂ” of the .w(oml New
Zealand lixpeditionary Foree, ‘mrl it is pleasing to vecord that with the splendid
co-operation ol the Department’s officers and the contracter’s stadl, and. indeed,
of all concerned, these houses were erected in yecord time.

“TFor the Royal New Zealand Air Force the Departinent is also erecting
thirty-five houses at Whenuapai, ten at Hobsonville, and cighteen ate Blenheim.

“ Construction and Design. - -No important changes have bheen made in the
various types of construction originally adopted.

“The difficultics of obtaming flat iron and wire netting has necessitated
changes in the standard details a md the reduction in the number of lath and-plaster
h()uscs being erccted.

“ Standard designs are continually heing rvevised, altered. and in many cases
cancelled with new designs replacing them.  Eeonomy of construction and floor
plan with correct orientation, and simple circulation are the factors that govern
all revisions and new designs. (lose studies are still heing made with the object of
further standardization of the individual init and fittings without sacrificing to any
appreciable extent the variety of desion which has so faor Deen such an <>1|(,\t‘m<l|ng
characteristic of the schemes carried out by the Department of Housing Constraction
during the past three vears.

“The design of houses suitable for hillside sections is receiving careful attention.
New designs that avoid long flights of steps and excessive basements are heing
prepared for these conditions.

“ Flats.~ The Department is continuing to ereet small numiwm ol pensioners’

flats in the larger towns throughout the country. The block of fifty anits heing
erected at Berhampore, Wellington, ix nearing completion. imulmx hlvo heen ot
for eight flats over and adjacent to seven shops in Waterloo. Lower Hutt.  Thegse

flats are [rom two to three rooms with all conveniences.
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“ Working Hrawings ave bemas propared Tor a building of 116 two-roomed flats
with all conveniences in Dixon Street. Wellington. also for o group of flat huildings
that will contain 160 units wanging in size from two to four rooms with conveniences
in Jackson Street. Petone, and o small block of 11 units of two rooms with con-
veniences ab the corner of Wakefield Street and the Main Hutt Road.

“ Ior Auckland the De p:mmon!\ hus submitted to the City Council a Targe scheme
of 124 flats ranging from two to five rooms with conveniences. These are having a,
fmnt we to \nmwls and Wyinvnrd Streets. Tenders are also being called for six
flats of four roonss with conveniences at Oraler
“Shops. A centenet has been Tet for a block of cight lock-up shops with flats
attached in Waterloo, Lower Hutto and for four Jock-up shops and one with Tiving-
quarters attached ot Palmerston North. Tenders are now heing called for five
lock- up shops with flais attachod in Orakeil. Auckland.

“Krection of Feaces Tool-sheds and { u(m e The crection of fences, tool-sheds,
and garages continues (o he carviied out after the tenants have entered into oc cupation
of the houscs. In o vomber of places this work has been temporarily held over in
order that all a\'ail‘i})l slelled Tabour could be devoted in the meantime to the actual
construction of howses which were wrgently required, but during the past year the
work of providing there amenities has been undertaken g(m(rLHy, and 18 how
plow(,dmg as expeditionsly as possible.

“Hedge and Tree Planting. - The planting of hedges and trees on occupied sections
continues to be carvied out in the appropriate plmtmu season, and tenants are
encouraged to provide lawns and improve their gardens and the general appearance
of their sections. 1t is : wppropriate to again place on record that the majority of
tenants throughout the country have done ve v excellent work in this respeet, and in
the general Deautifieation and improvements that have been effected, many of the
Department’s housing sciicnies throughout the Dominion have heen transformed into
veritable garden suburbs.

“ It is worthy of recording that the cumulative progress of the Department
over the successive years as at the 31st March eacle year s as follows - —

L937-38. 11438-39. [039-40),
thnits. Units. Units.
[, Houses advertised .. .. 3,172 6,698 11,071
2. Contracts lot . .. .. .o 2,007 6,183 10,553
3. Houses inder condvuetion . . .. 1,H60 2326 2 N7
Lo Houses completed wnd handed over tu the State
Advances Coiporation . .. . 3499 3,064 6,100
Towns, Towns, Towns,
5. Towns and loealities, work conducted in .. 70 106 121

“ Tt will be observed firom the above figures that the total number of houses
completed and  handed over to the State Advances Corporation for the year
un(lin‘r Shst Marveh. 1940, wax 3395,

“The work of the l)(\n“nm(pt 1 spread amongst o large mumber of contractors,
the numl)m of diffvient yprincinal contractors to ’rlw 315t March bei ng 291,
At the 31st March. :Si!(), the total number of persons onoa,ood on housing

construction and on subsidiary work such as roads, sewer s(lwm( vater- .supp]y,
&e., was 5,594, of which number 370 vepresented the stall of the l)(’[)‘dvl,'tlll(%nt.

“lapendidere. Up to the 31st March, 1940, the total net payments in respect
of the purchase of land. provision of services. erection of joinery-factories, erection
of houses, and all adininistration charges amounted to £10.647.201.

“ Liabilities and commitments as at that date amounted to £3,200,565.  The
net (“(})Cl]dl ure for the yvear under review was £5,136,699.

*Administration Costs. The total cost of administration of the Pepartment of
Housing Construction. exclusive of inferest charges on capital moneys invested
from its inavguration to the 31st March, 1940, s £275,512, of which sum £132,628
.l'eprvsonts' the expenditure for the financial year 1939 40.

“ It will be see Hl(lt the admimstration charge is still a renmarkably low one,
being 2:65 per cent. of the Department’™s net expe mlltmv excluding administration,
siice the com111(*11(:(*111(\11(; ol operations, and remains the same peruntdoe for the
financial year under review.”

G. ALBERTSON,
Director of lHousing Construction.
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From the foresaine renort 1wl B seen faad the o wu-]u cd Botises Tided ovey
o the Corporation for fetiing bac. oy the Shst Maiell 150 conchiod o total of 6050,
Chese Being located in 891 towns Ay against thin there 3;4 aowaiting-list of 20200
'wnv\, sore of which have been on hand for over two vomwrs, The selection
tennnts womads by Committees o bhe various conteos alter constdering repoits
on the ciretumstanees gl hv ing-conditions of ol clig arplicenis,

fo ot of the wmatler towe The houses aleciedy nrovilod have sobisieioriiv
AN .

caven the demands bat o oo namber of the Toreer Sowas sad eifie expeciatlyom
Anekland and \\ clington, there are. anfortuwnereis . (il iy \u'y urgent cases
to hie sotisfied. '

The mainfenanee and supervision of these houses, Tor which the Corpoation's

I

Propovty I}.\pv(tm are responsible) s rapidly becoming one of the wosi imoortant
sections of the work of the whban field staft’

Barancu-suiir and Bevexcs Acoounys,

Phe Hoevenue Accounts have been tabulated 1o show the reandt of the yenrs
i

1,
aperations in the various seetions, and ’l]l"i'(‘ﬁ\‘.i/ charvges and inanagement expenses
have heen alocnted proportionately with the capital | ‘lmiré invested. Appropriate
reserves fave been made for such items as mainteacnes and rates, together with a
proper ‘imvum’v for <l<xp1'<\<'1u,1'1011 W

The old rented propestios represent mostly houses built some vears ago for owners
who abandoened them to the Btaie s mortgazec. and owing to the age and stade of
the builidimgs the charges for netemmee and depreciation are heavy, the cost of
repairs and renovations bein !!zil“[;fi"’i‘ki'ifﬁ expeisie daring the fisst few vears
after the Corporation zlr%\‘lli}}(\al coutiol. aus Tor the vear in this account
amounted to L21,321 12
The Revenue A('r»\'mm» or en Daie dentad boneeashiows o o of £2,569 1= 6d.
for the year alter eaking provicion for neanfenance, depreciation, and other
doeins o expense, Including w clurge for dnterest which for the year averged
19256 per cent.

Construction dlxpenses Account (£328.720 0 1hs 4d.) provides o progressive
slatenent of the e punhluw incusred in (H‘;_;‘:*n}/:‘.’ pranning, and supervising the
construction of new hotsessas well as the recelpia wad payments for the past yent.
Pnderest charged in this aceount covers the wpprocinte portion of the cost of capital
borrowed for the purpese ol pelise of Lued saibadivision aud improvenents
thersto, as well ax the amount fuvested 1 new beildines up to the tine that
the houses beconse revenue-producing.  The wecuralofod halonee in Construction
Eapenses Account will in due course be apportioned to the compivtod dwellinos
assel account.

The cost of Tand prvehased (V655,098 1350 7)) and the expeaditure on the
erection of the houses (£8.562,617 i2a L) wall likewioe be apportioned to the New
Pwelimgs Account as =oon as the variows idocks aie i’nni\' completed. 14 18
anticipated that an allocation o o considersble nortion of Gits cxpenditure will he
possible during the 194041 period.  For the vear caded 3ist March, 1940, the
following amounts were expended @

() I purchasing Tiad . . . . 133508 90N
(0) Erection of dwellings and neids xml sUpervision . RS 0 05112 BN RS
A D Uase, Chairionn of ihvectors,
1N, h,,. wLpweob. Beputy Chairoan of Divecton:,

oA Lwan ]
BoCo Asiiway Directors,
Do Banyes j
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HOUSING ACCOUNT-—continued.

Prorir axn Loss Accouxt ror rHE YEAR ENDED 3lst March,

Dr. £ s d. .
Balance, 1st April, 1939 . 95,692 19 41 Sundries
Loss for the year {sce ( 1)111[)111('(1 Revenue \(wunb) 20,200 4 11 | Balance, 1st April, l‘)lﬂ
Rural housing preliminary expenditure .. 321 18 10

chie. 2246 3 1

Balanee .. .. . A A 0 TR T T

CONNTRUCTION Bravci: Prennnyawy xeusses Accoust A1 ik 3lsr Maren
3

1940.

v s d
124 16 ¢
116,090 69

LI H),th 31

1410,

T'olal to st
March, 1940,

£ s d,
7600 b
U701 NS

.30 7
a28 720 15

u;l,xv o3

Year ended 31st Total Lo 318t Yoar ended 31st
Mareh, 1940, March, 1940. March, 1940,
Dr. £ s L s d. Ur. £ s
Enterest during construction 22,756 190 37,628 13 3 | Transfer to Factories  and
Interest on land purchased .. .46 1 10 14,626 17 7 Plant Capital Account
Advertising .. .. 890 7 0 2,532 17 11| Avmy  Departnient construe-
Audit fees .. . (AT T 2. ’HD 0 0 tion : Recoupment of super-
Depreciation (farnitaree, vision charge . 97t oS
motor-cars, tools and plant) [T N 1,756 6 10§ Rentals : Land held pending
Light, heating, and cleaning L0290 11 Lose 5 T creetion of dwellings . Losor 7 3
Plans and schedules .. 3,076 12 9 JUoss 17 8y Balinee . .. R (N B Y A |
Quantity snrveying .. S68 5 2 o6 17 3 ‘r
Valuation fees .. 8,020 0 3 .08 103
Postages and telegrams .. 1,070 15 2 1,955 8 3
Printing and stationery .. 2,372 11 8 S.421 50T
Office maintenance . P.866 2 4O 2,505 12 4
Motor-vehicle maintepaniee .. 1.336 17 6 2,361 12 0
Rent . o .. L6129 3 8,075 7 08
Nadaries .. .. .. SO288 15 IS0 108 5 8
Telephones .. 1,709 18 7 20497 42
'lld\(“lll"(\]r( 1Res 8L 196 15,0007 9
Workers® compensation insur-
ance .. H01 6008 6,323 008
Administration m\t\ p‘wal)h
to State Advances Corpora-
tion .. F ) I O 16,188 4 1]
Contingencies .. . 213 18 9 789 b9
£167,120 6 10 LHI s;’ 15 3 C167.120 6 10
£ soodl

Balance . .. .. .. .. £328,720 13 4|
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HOUSING ACCOUNT-~conlinued.

StATEMENT 0F ASSETS AND LIAninimims as ar 31st Maren, 1940.

Liabilities, AAesets.
L s, d. £ s . € s (. L s d.
Loan liahility . .. .. 11,558,045 0 0| Principal owing under agree-
Interest, overdne and wnpaid 98,866 4 2 ment for sale and purchase 119,008 7 8
to Treasury Advances to local authoritios 126,710 1 5
Add interest acerned . 7,762 13 4 Advances under  Part {11,
B ——— Housing Aet, 1919 .. 9,49 0 6
106,628 17 6 - —
Less intevest on Treasury 554767 9 7
bills paid in advance .. 21,101 7 8 Instalments of principal over-
B 85,527 9 10 due .. .. .. 6,368 15 3
Liability to Consolidated Interest veceivahle
Fund in terms of  section Overdue .. .. 4464 17
22, Finance Act, 1926 .. .. 100 0 Acerued .. .. 1,228 16 9
Sundry creditors— Insurance preminms receivahle
Deposits on contracts Loo39,161 8 3 overdue .. .. 189 4 3
Tenancy deposits oo 6,333 8 8 e e
Departmental .. .. 6,176 14 1 67,019 3 5
Miseellaneous .. .. 4,658 14 10 Less amount in hand un-
e — 56,330 5 10 allocated .. .. 282 9 4
Insurance fund . .. .. .. 33.632 16 1 — e 566,736 14 1
Sinking Fund Reserve .. .. .. 2,214 17 7 1 Dwellings let (old) .. . .. 172218 1 10
Reserves on dwellings  com- { Dwellings in course of con-
pleted  under new  housing i struetion or completed under
scheme .. .. .. .. .. IS1,207 5 11 new honsing scheme .. .. R.S6G2.617 12 1
Frechold Tand . .. .. 1635698 13 7
Factories and  Plant Capital
Account .. .. 1,901 10 3
Plant, tools, and machinery .. .. 626 19 8
Motor-vehicles .. .. .. 3.339 11 3
Furniture and equipment, .. .. 7,250 14 8
Construction Branch prelimin-
Y CXPenses .. .. .. 328,720 13 4x
Rent receivable- - £ a0 d.
Overdue .. o 1005 4000
Postponed .. . 1.208 9 4

Acerued .. .. 5.918 17 2

Less rent in advanee ., 2,453 1 8
——— 15,1883 9
Sinking Fund investment held
by Public Debt Redemption
Fund .. .. .. . 5,569 17 5t
Insurance  Fund  Investment
(Government stock) and ac-

erued interest .. .. .. G850 9 9
Sundry Debtors— .. £ s d,
Departmental .. Lo 34.223 13 11
Miscellancous .. P I IS 5 0 5 T
L, 45,377 9 4
Realization Suspense .. .. G675 17 3
Profit and Loss Accomnt . .. 16,099 6 9
Cash in bhank .. .. .. 86,076 14 9
£11,917,957 15 3 11,917,957 15 3

R. Ronkrrsox, Chief Accountant. A, D. Park, F.T.ANZ, l*‘.R.:\.N.Z.\T it Managing Directors
TN, SUALLWOOD I omt Managig Directors,

I herehy certify that the Balance-sheet and accompanying accounts have heen duly examined and compared
with the books and documents submitted for audit, and correctly state the position as disclosed thereby,—
yrin G Corning, Controller and Auditor-General.

* See analysed statement above, T This amount includes the sitny of £3,354 195, 10, paid into the Sinking Fund in accordance with the
Tubtic Deht lixtinetion Act, 1910,
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BRANCH OFFICES :

Branch. Managers.
Auckland .. .. .. AR G €T T DY 1 £
Hamilton .. .. . o W, R Brarrm.
New Plymouth . . o RoJU WL Ha
Napier . . . . WO KL Cockrorr,
Wellington .. . . oo FORL Javeson.
Nelson .. .. .. o WU P Avparpyos.
Christehureh . . .. .. o I Suaw.
Dunedin .. .. .. .. P. A Jonrix.
Invercaraill .. . . B N DR PO

SUB-OFFICES

Sub-oflice. Resident Gificers.
Whangarer .. . .. o RO VO Kaw.
(xisborne .. .. .. . (. H. Bravruy.
Palmerston North .. . J. B Bovs,
Wanganui .. . . .. A. StaunTon,
Blenhetm .. .. .. oL KD MeKiNLiy,

Approximate Cost of Paper—TPreparation, net given ; printing (970 copies, including graphs and ilustrations) ¥25.

By Authority : 1. V. Pauvr, Government Printer, Wellington. 1940,
Price 9:d.]
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