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1924.
NEW ZEALAND.

TIMBER ROYALTIES COMMISSION

(REPORT OF THE).

Presented to both Houses of the General Assembly by Command of His Excellency

COMMISSION.

JELLICOE, (Governor-General.

To all to whom these presents shall come, and to JorN StrRAUCHON, Esquire,
of Wellington : Greeting.

In pursuance and exercise of the powers and authorities vested in me by section
forty of the Finance Act, 1921-22, and the Commissions of Inquiry Act, 1908,
and of all other powers and authorities enabling me in this behalf, I, John
Rushworth, Viscount Jellicoe, Governor-General of the Dominion of New Zealand,
acting by and with the advice and consent of the Executive Council of the said
Dominion, do hereby appoint you, the said

JOHN STRAUCHON,

to be a Commission to inquire and report upon the extent to which local autho-
rities may have incurred or may incur loss of revenue from royalties consequent
on the passing of the Forests Act, 1921-22, and upon the provision which should
consequently be made from the revenues of the State Forest Service or otherwise,
and generally to inquire into and report upon such other matters relating thereto
as may come under your notice in the course of your inquiries and which you
consider require to be investigated in connection therewith.

And you are hereby authorized to conduct any inquiries under these presents
at such times and places as you deem expedient, with power to adjourn from time
to time and place to place as you think fit, and to call before you and examine on
. oath or otherwise such persons as you think capable of affording you information
as to the matters aforesaid, and to call for and examine all such books papers, plans,
writings, documents, or records as you deem likely to afford you information on
any such matters.

And, using all due diligence, you are required to report to me under your
hand and seal not later than the twenty-third day of July, one thousand nine
hundred and twenty-three, your recommendation on the aforesaid matters.

And you are hereby strictly charged and directed that you shall not at any
time publish or otherwise disclose save to me in pursuance of these presents or by
my direction the contents or purport of any report so made or to be made by you.

And it is hereby declared that these presents shall continue in force although
the inquiry is not regularly continued from time to time or from place to place.

And, lastly, it is hereby further declared that these presents are issued under
and subject to the provisions of the Commissions of Inquiry Act, 1908.

1—C. 3a.
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(tiven under the hand of His Excellency the Right Honourable John
Rushworth, Viscount Jellicoe, Admiral of the Fleet, Knight Grand
Cross of the Most Honourable Order of the Bath, Member of the
Order of Merit, Knight Grand Cross of the Royal Victorian Order,
Governor-General and Commander-in-Chief in and over His Majesty’s
Dominion of New Zealand and its Dependencies, and issued under the
Seal of the said Dominion, this thirty-first day of May, in the year
of our Lord, one thousand nine hundred and twenty-three.

R. HeatoNn RuoDES,
Commissioner of State Forests.
Approved in Council.
F. D. TroMsoN,
Clerk of the Executive Council.

EXTENSION OF TIME OF COMMISSION.
JELLICOE, Governor-General.

To all to whom these presents shall come, and to Joun StrAUCHON, Esquire,
of Wellington : Greeting.

WHEREAS by a Warrant dated the thirty-first day of May, one thousand nine
hundred and twenty-three, and issued under my hand and the Public Seal of the
Dominion, you were appointed a Commission to inquire into and report upon the
extent to which local authorities may have incurred or may incur loss of revenue
from royalties consequent on the passing of the Forests Act, 1921-22, and upon the
provision which should consequently be made from the revenues of the State Forest
Service or otherwise, and generally to inquire into and report upon such other
matters relating thereto as may come under your notice in the course of your
inquiries and which you consider require to be investigated in connection therewith :

And whereas you were required by the said Warrant to report under your hand
and seal not later than the twenty-third day of July, one thousand nine hundred
and twenty-three :

And whereas it is expedient that the said period should be extended as
hereinafter provided :

Now, therefore, I, John Rushworth, Viscount Jellicoe, (iovernor-General of
the Dominion of New 7 ealand, in exercise of the powers conferred by the Com-
missions of Inquiry Act, 1908, and of all other powers and authorities enabling
me in that behalf, and acting by and with the advice and consent of the Executive
Council of the said Dominion, do hereby declare and appoint that the time at or
before which you shall present to me your report aforesaid is hereby extended to
the twentieth day of August, one thousand nine hundred and twenty-three.

And with the like advice and consent, and in further pursuance of the said
power and authority, I do hereby confirm the said Commission except as herein
varied.

Given under the hand of His Excellency the Right Honourable John
Rushworth, Viscount Jellicoe, Admiral of the Fleet, Knight Grand
Cross of the Most Honourable Order of the Bath, Member of the -
Order of Merit, Knight Grand Cross of the Royal Vietorian Order,
Governor-General and Commander-in-Chief in and over His Majesty’s
Dominion of New Zealand and its Dependencies, and issued under
the Seal of the said Dominion, this sixteenth day of July, in the year
of our Lord, one thousand nine hundred and twenty-three.

R. HeEatoNn RuODES,
' Commissioner of State Forests.
Approved in Council.

F. D. TaoMsonN,
Clerk of the Executive Counecil.
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FURTHER EXTENSION OF TIME OF COMMISSION.

JELLICOE, Governor-General.

»

To all to whom these presents shall come, and to JoN StrRAUCHON, lisquire,
of Wellington : Greeting.

WHEREAS by a Warrant, dated the thirty-first day of May, one thousand nine
hundred and twenty-three, and issued under my hand and the Public Seal of the
Dominion, you were appomted a Commission to inquire into and report upon the
extent to which local authorities may have Incurred or may incur loss of revenue
from royalties consequent on the passing of the Forests Act, 192122, and upon the
provision which should consequently be made from the revenues of the State Forest
Service or otherwise, and generally to inquire into and report upon such other
matters relating thereto as may come under your notice in the course of your
inquiries and which you consider require to be investigated in connection therewith :

And whereas you were required by the said Warrant to report under your hand
and seal not later than the twenty-third day of July, one thousand nine hundred
and twenty-three :

And whereas by a Warrant, dated the sixteenth day of July, one thousand
nine hundred and twenty-three, the time within which you were required to
report was extended to the twentieth day of August, one thousand nine hundred
and twenty-three :

And whereas it is expedient that the said period should be further extended
as hereinafter provided :

Now, therefore, I, John Rushworth, Viscount Jellicoe, Governor-General of
the Dominion of New Zealand in exercise of the powers conferred by the Commissions
of Inquiry Act, 1908, and of all other powers and authorities enabling me in that
behalf, and actmg by and with the advice and consent of the Executive Council
of the said Dominion, do hereby declare and appoint that the time at or before
which you shall present to me your report aforesaid is hereby extended to the
thirty-first day of August, one thousand nine hundred and twenty-three.

And with the like advice and consent, and in further pursuance of the said
power and authority, I do hereby confirm the said Commission except as herein
varied.

Given under the hand of His Excellency the Right Honourable John
Rushworth, Viscount Jellicoe, Admiral of the Fleet, Knight Grand
Cross of the Most Honourable Order of the Bath, Member of the
Order of Merit, Knight Grand Cross of the Royal Victorian Order,
Governor-General and Commander-in-Chief in and over His Majesty’s
Dominion of New Zealand and its Dependencies, and issued under
the Seal of the said Dominion, this twentieth day of August, in the
year of our Lord, one thousand nine hundred and twenty-three.

R. HeEaron RHODES,
Commissioner of State Forests.
Approved in Council.
F. D. THOMSON,
Clerk of the Executive Council.
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REPORT.

To His Excellency the Right Honourable John Rushworth, Viscount Jellicoe,
Admiral of the Fleet, Knight Grand Cross of the Most Honourable Order
of the Bath, Member of the Order of Merit, Knight Grand Cross of the
Royal Victorian Order, Governor-General and Commander-in-Chief in and
over His Majesty’s Dominion of New Zealand and its dependencies.

MAY 1T PLEASE YOUR EXCELLENCY,—

WHEREAS by Warrant under the hand of Your Excellency, dated the
31st day of May, 1923, I was directed to inquire and report upon the extent to
which local authorities may have incurred or may mcur loss of revenue from royal-
ties consequent on the passing of the Forests Act, 1921-22, and upon the provision
which should consequently be made from the revenues of the State Forest Service
or otherwise, and generally to inquire into and report upon such other matters
relating thereto as came under my notice in the course of the inquiry and which
T considered required to be investigated in connection therewith: And whereas
I was directed by the said Warrant to report to Your Excellency my recommenda-
tions in the aforesaid matters on or before the 23rd day of July, 1923 : And whereas
by further Warrants, dated the 16th day of July, 1923, and the 20th day of August,
1923, the period within which I was required to report was extended to the 31st
day of August, 1923 : And whereas I have made due inquiry as directed :

Now, therefore, I have the honour to report to Your Excellency as follows :—

ITINERARY AND HrEaArINg oF Eviprnce.

I took up my duties on the lst day of June, 1923, and some little time was
occupied in perusing the relevant Acts and regulamons and gathering the necessary
preliminary data. For the purposes of the itinerary plans were prepared by the
State Forest Service showing the location of the lands affected, and on the 13th
day of June I left for Invercargﬂl to commence the hearing of evidence.

To afford the various local bodies every facility for placing their views before
me sittings were held in the following centres : South Island—Invercargill, Balclutha,
Dunedin, Christchurch, Hokitika, Greymouth, Reefton, Westport, Mur(hlson
Nelson, and Blenheim. North Island—Auckland, Thames, Rotorua, Taumarunui,
Marton, and Wellington.

The evidence produced at the sittings, duly corrected and initialled by the
persons who gave it, together with any written statements forwarded, is attached
hereto. (Note. —_The evidence has not been printed.)

In all, written or verbal evidence was given on behalf of thirty local bodies,
and, in addition to verbal evidence, memoranda or statistics were received from
the following Government Departments: State Forest Service, Lands Department,
Public Works Department, Mines Department, Valuation Department, and Depart-
ment of Industries and Commerce.

ReviEw or RrecenT ForEST LEGISLATION.

In considering the questions set forth in the Warrant it is necessary to refer
to section 34 of the War Legislation and Statute Law Amendment Act, 1918, which
contained the first statutory provisions for the proclamation of provisional State
forests.

At the date of the passing of this Act the State Forests Act, 1908, was then
on the statute-book which contained the power to set apart forest lands of the
Crown as and for State forests.

The 1918 legislation referred to herein was, however, the starting-point of the
new forest policy, followed shortly afterwards by the creation of a separate Depart-
ment to control State forest lands.

The Forests Act, 1921-22, which came into force on the 1st day of April, 1922,
was a consolidation and revision of the forest laws of the Dominion, and included
within its provisions are now the powers to constitute both provisional State forests
and permanent State forests.

The essential point of difference between a permanent State forest and a pro-
visional State forest is that, in the case of the latter, areas required for settlement



5 C.—3A.

purposes may be withdrawn by Proclamation on the recommendation of the
Minister of Lands, whilst in the case of the former the reservation cannot be uplifted
save pursuant to a resolution in that behalf to be passed by both Houses of Parlia-
ment.

The bulk of the provisional State forests were set apart under the Act of 1918
These lands are now subject to the Forests Act, 1921-22, in addition to State
forests and forest reserves set apart under the earlier enactments. For the pur-
poses of this inquiry it is necessary to include the lands proclaimed under section 34
of the War Legislation and Statute Law Amendment Act, 1918, as well as the
areas proclaimed under the Forests Act, 1921-22.

The table appended and numbered (1) shows the whole of the State forest Area of State
lands classified in two divisions, viz.: (a¢) Lands proclaimed under the Acts of forest lands.
1918 and 1921-22 (area, 5,432,211 acres), and (b) lands set apart under the earlier
enactments (area, 1,732,562 acres); total area, 7,164,773 acres. The attached
maps indicate the approximate position of these lands.

REvVIEW OoF LEGISLATION GOVERNING PAYMENT OF TIMBLR AND Frax RovYALTIES
To Locan Bopius.

It is now necessary for me to turn to the legislative provisions under which Payment of
payments are made to local authorities of a portion of the royalties received by “halves.”
the Crown from timber and flax.

The statute governing the payment of what are commonly known as “ halves ”’
will be found in section 319 of the Land Act, 1908, which provides that---

“ One-half of the revenue received by the Receiver of Land Revenue in respect
of royalty under any license for cutting timber or flax, and payable into the Con-
solidated Fund, shall be payable to the local authorlty within whose district the
timber or flax is obtained and the revenue was derived, and shall be applied by
such local authority exclusively in constructing, repairing, and maintaining roads :

“ Provided that any revenue received under the provisions of this section from
any district where no local authority exists shall be placed in a separate account,
and shall be applied for the purposes aforesaid under the direction of the Minister
or of such person as he may appoint.”

The rights under section 319 were held to apply to national-endowment lands
by section 262 of the Land Act, 1908, now superseded by section 17 of the Land
Laws Amendment Act, 1912.

In the case of lands included within the special districts proclaimed or set
apart under the Hauraki Plains Act, 1908, the Rangitaiki Land Drainage Act,
1910, and the Swamp Drainage Act, 1915, “ halves” are not payable to local
bodies, but are dealt with in the manner prescribed by those Acts under which
spemal accounts are constituted.

Reference is now made to section 147 of the Mining Act, 1908, which prov1des
for the setting-apart in mining districts of “ Warden’s Timber Areas” and ** Land
Board’s Timber Areas.” Section 148 of that Act which deals with the application
of rents, fees and royalties from those areas is as follows :—

“ All rents, royalties, and fees received in respect of timber-cutting rights shall
be deemed to be goldfields revenue in the case of rights granted within the Warden’s
timber areas, and territorial revenue in the case of rights granted within the Land
Board’s timber areas :

“ Provided nevertheless as follows :—

“(a.) In the case of timber-cutting rights granted in respect of land which,
pursuant to the contract between her late Majesty and the New
Zealand Midland Railway Company (Limited), was set apart as
reserves for mining purposes, the rents, royalties, and fees shall
be deemed to be goldfields revenue, notw1thstand1ng that the land
may be within the Land Board’s timber areas.

“(b.) In every case where, under any provision of this Act or any other
Act, any Harbour Board or person is entitled to the rents, royalties,
and fees received for mining privileges in respect of any land, such
Board or person shall also be entitled to the rents, royalties, and
fees received for timber-cutting rights granted in respect of such
land ; and the same shall, in the prescribed manner, be paid over
to such Board ot person accordingly, and shall not be deemed to be
territorial revenue.”
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Goldfields revenue is payable to local bodies under section 409 of the Mining
Act, 1908, and subsections (1) and (2) of this section are as follows :—

“(1.) All fees, rents, royalties, and other moneys received under this Act or
any former Mining ‘Act in respect of Crown lands open for mining (not being moneys
received for the sale of land or the leasing of land for agricultural purposes) shall
be pcud into the Public Account as goldfields revenue.

“(2.) All such goldfields revenue shall, subject to any lawful charges connected
therewith other than the cost of collectlon be paid by the Minister of Finance, in
accordance with regulations, to the Council or Board of the county, borough, or
town district in which the same accrued.”

From the foregoing it will be seen that, pursuant to the legislative provisions
referred to, local bodies were entitled (subJect to special exceptions referred to in
paragraph (b) of section 148 of the Mining Act, 1908, and subsection (2) of section 409
of that Act) to the whole of the timber revenue from Warden’s timber areas and
Midland Railway Mining Reserves and to one-half of the royalties received from
Land Board’s timber areas and other licenses for the cutting of timber and flax on
Crown lands or national-endowment lands and payable to territorial revenue (Con-
solidated Fund) or National Endowment Account.

At this juncture it is necessary to refer to a special point in regard to section 319
of the Land Act, 1908. It will be observed that this section, which was originally
enacted in the Timber and Flax Royalties Act, 1905, uses the word “ royalty,”
and the legal interpretation laid down for departmental guidance is to the effect
that where standing timber is sold for a lump sum and not on a royalty basis local
bodies are not entitled to *“ halves.”

It has been contended in the course of evidence before the Commission that
this interpretation is open to doubt, and opposite opinions by legal counsel have
been quoted in support of this contention.

It is not, however, for me to attempt to decide the issue. That is a matter
for the Courts.

The interpretation of the law as indicated above has been accepted by the
Government, and the Departments have acted in accordance therewith.

It is not a matter which has arisen consequent on the passing of the Forests
Act, 1921-22, although it may be a factor in estimating actual or prospective loss
to local bodies. Hor the purposes of this inquiry, however, I must accept the present
interpretation of the law as laid down by the Law Officers of the Government.

Whatever may have been the intention of the Legislature when passing the
Timber and Flax Roya]ties Act, 1905, in regard to the basis to be adopted n com-
puting ““ halves ” of timber and flax royalties from licenses where moneys are
payable into the Consolidated Fund, it is quite clear that it was never intended that
any portion of the moneys accruing from the disposal of timber in State forests
and payable to the State Forests Account was to be paid to local bodies.

The power to proclaim Crown lands as State forests was not a new departure
brought into existence in 1918. It dates back to 1885, when the New Zealand
State Forests Act of that year was passed, and under that Act and the State
Forests Act, 1908, extensive reservations were made.

The rights of local bodies to *“ halves,” which first came into existence in 1905,
have, therefore, always been contingent rights liable to be seriously curtailed
whenever the Crown in exercise of 1ts discretionary powers chose to set apart
timber-beating Crown lands as State forests.

In confining the rights of local bodies to royalties payable to the Consolidated
Fund the possibility of further reservations for State forests must have been
recognized, and therefore the reservations which have been made by the State
Forest Service, although extensive in nature, are not, in my opinion, opposed to
the contingency provided for when the original Act was passed.

Loss oF REVENUE ¥ROM ROYALTIES 80 FAR AS LocaL BODIES ARE CONCERNED.

Turning now to the first question referred to in Your Excellency’s Warrant—
viz., extent to which local authorities may have incurred or may incur loss of
revenue from royalties consequent on the passing of the Forests Act, 1921-22—
it is necessary to take into consideration the status of the 5,432,211 acres referred
to in division (¢) of Table (1) prior to the issue of the Proclamations which brought
the areas within the provisions of the Forests Act and placed them under the
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administration of the State Forest Service, subject, however, to the statutory
reservations protecting existing rights provided for in section 3 of the Forests Act,
1921-22.

The lands in question were partly under the administration of the Lands
Department in terms of the Land Act, 1908, and partly under the Warden’s
administration in térms of the Mining Act, 1908, so far as concerns the granting
of timber-cutting rights, and in order to determine to what extent this change of
status and administration has already affected the revenue of local bodies from
royalties, and to gauge the possible future effect, it is necessary to take into
consideration the legislative provisions already referred to under which the rights
of local bodies to a portion of those royalties have accrued and to see how those
rights would possibly have operated had the timber remained under the jurisdiction
of the Lands Department or Wardens in terms of the Land Act, 1908, and the Mining
Act, 1908, respectively.

Table (2) shows the timber-cutting rights granted by the State Forest Service lLoss of revenue
out of the lands set apart under section 34 of the War Legislation and Statute Law to local bodios
Amendment Act, 1918, and the Forests Act, 1921-22, with the amount of timber already
disposed of and the price realized. The table has been divided under three grantod by Biate
headings.

i (a.) Timber which, if dealt with by the Warden under the Mining Act,
would have carried the right to “ halves ”” in favour of local bodies.
(b.) Timber situated within Midland Railway Mining Reserves which would
have carried the right of local bodies to the whole of the royalties

under section 148 of the Mining Act, 1908.
(¢.) Timber which would have been dealt with by the Lands Department.

In regard to items (@) and (b) it will be seen from the table that the former
covers 23,369,500 superficial feet of timber, disposed of for the sum of £5,916, and
the latter covers 18,670,000 superficial feet, disposed of for £9,345. Assuming that
the Warden’s control under the Mining Act would have continued unaltered, a
question to which I shall refer later, then the local bodies have lost the right to
one-half the royalty value in respect of (a) and the whole of the royalty value in
respect of (b), provided that in the case of the latter the State Forest Proclamation
overrides the provisions of section 148 (@) of the Mining Act, dealing with the-
allocation of moneys received from the disposal of timber on Midland Railway
Mining Reserves (a point upon which there appears to be considerable doubt).

It is probable that the total royalties based on the rates fixed by the Mining
Regulations would represent a lesser sum than the price realized by the State
Forest Service, but what royalty rate would have been fixed had the timber been
disposed of under the Mining Act it is, of course, not possible for me to say.

In regard to item (c), which covers 72,252,131 superficial feet, sold for
£106,057, 1 have received from the Under-Secretary for Lands the following state-
ment in regard to the possible mode of disposal had the timber remained under
the control of the Lands Department :—

“ Tt is impossible to make a definite statement as to which districts would have
dealt with the timber on lands set aside as provisional State forests on a royalty
basis if Land Boards had disposed of same, but as the general practice of the
Diepartment was to sell wherever possible for a'lump sum it is probable that sales
on a royalty basis would have been very small and probably confined to the
Southland District.”

In view of these remarks I could not with any degree of certainty point to a
loss of any definite sum. The table shows that in the counties of Clutha, Wallace,
and Stewart Island fourteen licenses have been issued by the State Forest Service,
covering 12,113,025 superficial feet of timber, which has been sold for the total sum
of £8,089. It is possible that had this timber remained under the jurisdiction of
the Lands Department some of it would have been disposed of on the royalty basis,
in which case the local bodies affected would have participated in the periodical
payments received as the timber was cut, but to reduce the result to a definite sum
for each county is, of course, not possible in view of the surrounding circum-
stances.

Turning now to Table (3), it will be observed that this table shows the lands Loss local bodies

set apart under section 34 of the War Legislation and Statute Law Amendment [y in
Act, 1918, and the Forests Act, 1921-22, exclusive of all existing cutting licenses royalties.

and reserved areas attached thereto.
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The lands shown in Table (2) are therefore excluded, together with an
approximate area of 67,000 acres covered by sawmill licenses and reservations in
existence when the State forest Proclamations were issued. The rights under these
sawmill licenses and reservations are protected by sections 3 and 35 of the Forests
Act, 1921-22, so that the revenues of local bodies will not suffer in this respect except
in cases where sawmilling licenses are forfeited or surrendered, in which case the
State forest reservation fully operates, and any future moneys received {rom timber-
cutting will become State forest revenue.

Table (3), it will be observed, has been framed to show the timber formerly
under the jurisdiction of the Warden separate from the timber formerly under the
control of the Lands Department, and to furnish any fair estimation of the pro-
spective loss which can justly be attributed to the new forestry legislation is a
matter of extreme difficulty.

In the first place, 1 think it is safe to assume that had the new forestry
legislation never been passed, further reservations for State forests would have been
made by the Lands Department under the State Forests Act, 1908, in the ordinary
course of events.

The system adopted by the Government of selling timber for a lump sum in
lieu of on a royalty basis must also be taken into consideration in view of the
decision that “ halves ”” are not payable in the case of the former.

The remarks embodied in the preceding paragraph apply more particularly to
the timber which was formerly under the control of the Lands Department, but
1t cannot be overlooked that a similar contingency may have arisen at any time
so far as the balance of the lands are concerned, even if the Forests Act had not
been passed, in view of the fact that strong recommendations had been made by
previous Commissions that the Warden’s control should be abolished and the
administration of timber-cutting for commercial purposes placed under the juris-
diction of the Lands Department.

So far as concerns the land included in column (3), which it is estimated
contains 6,184,303,786 superficial feet of timber, valued at £5,825,792 calculated
at current rates, as this timber was formerly under the control of the Lands
Department, and having regard to the practice adopted by that Department in
selling timber, I cannot place any prospective loss other than perhaps from small
quantities of scattered timber which it might be found more convenient to deal
with on a royalty basis.

In regard to the balance of the lands, the local bodies would have had reason-
able grounds to look forward to receiving (subject to any deductions provided for in
section 148 (b) of the Mining Act, 1908) one-half of the royalties derived from time
to time from the disposal of the timber included in column (1)—viz., 5,747,374,000
superficial feet approximately, valued at £2,873,827, so long as the Warden’s control
and the mining laws and regulations governing the disposal of timber remained
unaltered.

As to the lands included in column (2), containing 861,151,000 superficial feet
of timber, valued at £430,576, these are situated within Midland Railway mining
reserves, and are subject to the special statutory provisions embodied in
section 148 (a) of the Mining Act, 1908, which provides that the rents, royalties,
and fees from timber- cu‘otmcr rlghts shall be deémed to be goldﬁelds revenue.
Local bodies were, therefore, entitled to look forward to receiving the whole of the
royalties subject to any deductions provided for in section 409 (2) of the Mining
Act, 1908.

In regard to the question of royalties from timber-cutting rights granted in
State forests by the Warden for strictly mining purposes pursuant to section 35 of
the Forests Act, 1921-22, it would appear from the wording of section 37 (c) of that
Act that any moneys received under this head will be State forest revenues.

Since the Act was passed, however, I find that only one right has been granted
by the Warden within provisional State forests, the revenue received being £18.

1 do not forecast any appreciable loss of revenue to local bodies from this
source.

Turning now to the regulations made pursuant to section 34 of the War
Legislation and Statute Law Amendment Act, 1918, I find that these deal with the
imposing of conditions on the sale of standlng timber and on the grant of licenses
to cut standing timber other than for mining purposes under the Mining Act, 1908,
or for coal-mining purposes under the Coal-mines Act, 1908.
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These regulations do not apply to the crown or to the exercise by officers of
the Crown of statutory rights of selling or granting licenses to cut timber on Crown
lands.  Although section 34 also provides power for the issue of regulations
limiting the export of timber from New Zealand, I find that this section has not
been specifically used in this respect. The regulations governing the export of
timber from New Zealand are administered by the Department of Industries and
Commerce, and were made under the Customs Act and other statutes.

In my opinion, therefore, the regulations made under section 34 of the War
Legislation and Statute Law Amendment Act, 1918, do not affect the position so
far as concerns the scope of my inquiries.

PROVISION WHICH SHOULD BE MADE IN FAvour or LOCAL AUTHORITIES OUT OF
REvENUES FROM STATE FORESTS OR OTHERWISE.

With reference to the question as to the provision which should be made in
favour of local authorities out of the revenues of the State Forest Service or
otherwise to make up any loss of revenue from royalties consequent on the passing
of the Forests Act, I have carefully considered this aspect of the matter, and, having
due regard to the nature of the legislation governing payment of royalties, T cannot
point to any case of actual loss up to the present which in my opinion would justify
the making of special grants to any local body or any group of local bodies out of
the State forest revenues or otherwise.

As to the provision which should be made to meet the probable reduction of Fixed charge on
revenue from royalties in the future, I am firmly of the opinion that the case is not State forest
one for the grant of any fixed rate or charge in respect of moneys received from the rocommended.
sale of State forest timber.

The table appended and numbered (4) shows for each county the amount which Amounts paid
the Lands Department has paid out of timber and flax royalties since the passing I]i’d‘l’nl(;:nds and
of the Timber and Flax Royalties Act, 1905, the total sum being £164,829, including Departments to
adjustments. The bulk of ‘this revenue is from timber. In addition to thls timber &;;102033123’
rents and royalties have also figured in the amounts paid to local bodies through royalties.
the medium of goldfields revenue, as will be seen from Table (5), which shows that
since 1913 a sum of £32,781 has accrued to this account from State timber.

Consideration of these figures leads me to the conclusion that the existing Present system
system has imposed a heavy tax on the Dominion’s timber revenue, and has brought unsatistactory.
about a very inequitable distribution of State moneys in this respect, a position
which is most unsatisfactory from the point of view of the local authorities as well
as the State. 1 could not recommend that the “ halves ” system should now be
extended to cover State forest lands, as such a step would merely intensify the
present position of affairs, and, in dddltlon would place a crippling and unjust
burden on the funds required for State-forest development. In fact, in my opinion
the time has arrived for a review of the whole posmlon

Under section 319 of the Land Act, 1908, * halves ”” paid to local bodies must
be expended in the construction and maintenance of roads, but in the case of timber
royalties paid through the medium of goldfields revenue they are available for general
purposes of the local authority.

The question is, however, mainly a roading problem, particularly in the larger Question mainly
counties containing undeveloped land. @ raading

The original idea of granting * halves ” when the Timber and Flax Royalties *

Act was passed in 1905, was, no doubt, primarily to -assist in making good the
damage to public roads occasioned by the transport of timber and flax, but the
fixing of an arbitrary sum of one-half of the royalty payable to the Consolidated
Fund was not in any case an equitable basis to adopt.

From the point of view of the local authority, so far as concerns damage to
public highways, it makes no difference whether the timber comes from the State
forest lands or ordinary Crown lands, or whether the timber is being paid for on a
royalty basis or by way of block sale. It is all liable to cause damage if carted over
county roads. Thus in the past one county may have been drawing large sums of
money merely because the timber was situated on ordinary Crown lands and was
being cut on a royalty basis, whilst other counties, where the timber happened to be
covered by State forest reservation or was sold for a lump sum, received not a penny
from the timber revenues.

2—C. 3a.
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Furthermore, timber which yields revenue to the local bodies may not come
over the roads at all, but may be brought to the centre of distribution by tram-line
or water carriage, whilst in other districts timber yielding no revenue to local bodies,
on account of the circumstances mentioned above, may be transported over county
roads.

The whole system, therefore, is based on a wrong foundation.

If any particular industry is causing extraordinary damage to public highways,
the burden of making good that damage should be a charge on the industry and
not a charge on public revenues, and in providing State aid for the repair of roads
each case requires careful consideration on its merits after ascertaining to what
extent private interests should be called upon to contribute.

Section 139 of the Public Works Act authorizes the making of by-laws
regulating heavy traffic on roads, and for the fixing of charges. From the evidence
tendered regard to this matter it would appear that local bodies in many cases
are not availing themselves of these powers to the fullest extent. Instances have
been cited where roads hitherto in good repair have been cut to pieces by heavy
traffic, particularly in connection with timber, while those responsible have escaped
the costs, leaving the burden to be borne by the local ratepayers. There is a
tendency on the part of some local bodies to regard the revenue from State timber-
sales as the source from which funds should come to make good this damage, but in
my opinion the expense should be borne by the industry as part of the cost of
production.

The control of public roads is vested in the local authorities, a trust which
should be jealously guarded in the public interests, and the utmost vigilance is
necessary to prevent operators and transport contractors from escaping the costs
of repairing damage brought about by their operations.

Frequent reference has been made to the difficulties arising in connection with
the application of heavy traffic by-laws, and I would therefore suggest that if the
powers under the Act are considered to be defective or insufficient, then the local
bodies should confer and submit proposals to the Government for amendmg legisla-
tion. :
The advent of the motor-vehicle is proving a serious problem so far as concerns
road maintenance, and if this mode of transport in respect of timber is to be brought
into serious competition with transport by tram-line, then the sooner the whole
question is reviewed the better.

It may not be out of place to mention that the diversion of timber traffic from
the road to the tram-line should, in my opinion, be encouraged, and to bring the
tram-line to its fullest utility Value the question of introducing measures to create
important lines ““ common carriers ” for goods wherever possible is a subject which
is deserving of serious consideration. Valuable suggestions in regard to this question
will be found in the evidence submitted by the State Forest Service and the Public
Works Department, and I would suggest that the matter be taken up by these
Departments as early as possible.

The question of better roads in country districts is a matter of vital importance
as having a direct effect on the paramount industry of New Zealand—viz.,
farming—and the efforts of local bodies to provide better ways for internal
communication are deserving of every encouragement and assistance which lies
within the power of the General Government. At the same time, however, 1
cannot see any logical reason why State timber-sales should be singled out as a specml
source of revenue for the upkeep of county roads.

My recommendations in regard to this phase of the matter are that the present
system of handing over a portion of the timber revenues to local bodies should be
wholly abolished by legislation, and that for the future State aid for roads and other
works should be by way of direct grant out of the Comsolidated Fund or Public
Works Fund, as the case may require.

It has been argued that State forest lands are in the main non-revenue
producing so far as local rates are concerned, and in this respect are in a better
position than private forests, where rates are payable on both the land and timber
values.

This argument applies to all unalienated Crown property. When milling-
timber on Crown forests is sold the licensee is liable for rates on the timber, and
if he pays a rental for the land he is liable for rates on the value of the land also.
To even up the position, however, the area of unalienated State land, including
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commercial forests not held under cutting rights, should be one of the factors to be
taken into consideration in allocating the annual rate subsidy provided by the
Crown. Reserves made for purely local advantage should, of course, be excluded.

If it is decided that no change will be made in regard to the payment of timber
royalties as provided for in the existing legislation, then I would suggest that the
amount each local authority is likely to receive under this head should be taken
into consideration when the annual rate subsidy is being allotted so as to ensure
that counties receiving these revenues are not securing an unfair advantage over
counties where there is no timber revenue.

OIHER QUESTIONS WHICH HAVE ARISEN IN THE COURSE OF THE INQUIRY.

In regard to other questions which have arisen relating to the matters specially
mentioned in Your Excellency’s Warrant, I beg to refer to a somewhat extraordinary
position of affars which has been brought about by the passing of section 35 of the
Forests Act, 1921-22.

This section takes away the powers of the Warden to grant timber-cutting Effect of
licenses for other than mining purposes outside of reservation areas attached to ‘}?(fﬁ;‘;;’s?c‘t’f
current grants. 1921-22, on

A large portion of the West Coast was formerly under the Warden’s jurisdiction impber formarly
so far as timber-cutting rights were concerned, in terms of section 147 to 152 of the control.
Mining Act, 1908, and Regulation 117 made thereunder. Clause (3) of the regulation
mentioned, which follows clause (c) of section 149 of the Mining Act, prohibits the
Land Board from granting timber-cutting rights within the lands affected, and
consequently, now that the Warden’s powers have ceased, it would appear that at
the present time no one is authorized to issue timber-cutting rights for other than
mining purposes outside of State forest reservations.

The Mining Amendment Act, 1922, has not apparently overcome this difficulty.

What effect this may have on future revenues so far as local bodies are
concerned if the existing legislation in regard to the payment of ‘‘ halves,” &ec., is
to remain, depends upon the question as to whether the power of disposal in regard
to the timber is ultimately vested in the Warden under the present mining laws,
the Lands Department under the Land Act, 1908, or whether the areas are
proclaimed State forests under the Forests Act, 1921-22. The total area of timbered
land involved under this head is approximately 365,000 acres, which is estimated
to contain about 1,993,327,500 superficial feet of timber. It must, however, be
mentioned that these figures are based upon forest reconnaissance for inventory
purposes, and should therefore be taken as estimates only.

In regard to prospective revenues from flax and oil which have been mentioned Royalties from
in evidence before me, I find that in the case of the former there is very little of °!! end fax.
commercial value situated on the State forest lands affected.

As to the possibilities of oil within State forest lands I have no expert
knowledge, but from the information I have been able to gather I must conclude
that the matter is altogether too uncertain to form any idea of prospective loss.

I do not therefore regard flax and oil as serious factors for the purposes of this
inquiry.

A further matter referred to by some of the local bodies when tendering evidence Question as to
before the Commission relates to the question as to whether they have received all ¥hether
the timber royalties they are entitled to through the medium of ““halves” and goldfields
goldfields revenue.  This subject, and also the question of *“ halves ” from timber- f;’;fl“l‘:rfeﬁfy
sales in past years, which have not been pald by the Lands Department owing to allocated.
the legal interpretation of the word “ royalty ” in section 319 of the Land Act, 1308
are, I consider, outside the scope of my inquiries, and consequently the local bodies
should submit any representations they may wish to make in this behalf direct to
the Government.

In any case such matters do not appear to call for investigation by a Commission.

In regard to the allocation of revenues, this is entirely governed by statute, and,
if there should be any doubt as to whether the Receivers have correctly allocated
to the various accounts moneys arising from the disposal of timber, the matter is
one for departmental investigation and audit.

I return attached hereto the Warrants with which Your Excellency was pleased
to entrust me, together with the other enclosures referred to in my report.

Given under my hand and seal, at Wellington, this 23rd day of August, 1923.

JouN StraUCHON, Commissioner.
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TaBLE (2).— RETURN sHOowING TiMsEr-curring LICENSES GRANTED BY THE Starke Forzsr
ServicE our or 1HE LANDS SET APART UNDER SectioN 34 or tHE War LEGISLATION
AND StATUTE LAw AMENDMENT Act, 1918, aNxp THE FomrESTS Act, 1921-22, PROM WHIGIH
No PorrioN oF THE REVENUE WILL ACCRUE TO LocAL BODIES, COMPILLD AS AT THE
30ta Jung, 1923.

Number | Total Amount Average Rate of
County. of | Total Area. of Total Price. Cutting per
Licenses. Timber. Annum,

(a.) Timber which if dealt with by the Warden under the Mining Act would have carried the Right
to *“ Halves ” in Favour of Local Bodies.

Acres, Sup. ft. £ Sup. ft.
Inahgahua . .. .. 2 36 89,500 96 . 500,000
Grey SRR .. .. 7 1,484 14,600,000 3,650 4,420,000
Westland 6 576 8,680,000 2,170 | 4,334,000
Totals .. .. 15 2,096 23,369,500 5,916 }
[

(b.) Timber situated within Midland Ratlway Mining Reserves which would have carried the Right of
Local Bodies to the Whole of the Royalties under Section 148 of the Mining Act, 1908.

Acres. Sup. ft. £ : Sup. ft.

Grey .. .. .. 4 1,506 15,500,000 7,750 2,700,000
Westland ’ 2 375 3,170,000 1,595 800,000

Totals .. . 6 1,881 18,670,000 9,345

(c.) T'vmber which would have been dealt with by the Lands Department.
Acres. Sup. ft. ] £ { Sup. ft.

Coromandel - 3 1,470 1,025,251 1,782 *
Thames 1 660 621,725 2,190 | 400,000
Waikato 1 400 338,482 510 | 200,000
Taumarunui 1 150 2,211,078 ° 4,500 | 500,000
Rotorua 3 2,601 24,814,900 35,759 12,000,000
Waimarino 3 456 9,040,130 16,103 2,968,100
Kaitieke 8 1,394 15,122,884 28,233 3,936,225
Rangitikei .. 2 217 - 2,327,900 - 4,371 626,975
Collingwood 5 71 245,756 216 .
Waimea . 1 191 1,030,000 1,064 t
Marlborough 3 393 3,361,000 3,240 . 1,000,000
Clutha .. 6 711 7,962,513 5,224 5,225,000
Stewart Island 4 926 2,414,206 1,371 1,225,000
Wallace 4 400 1,736,306 1,494 1,600,000

Totals 45 10,040 72,252,131 106,057

Grand totals .. | 66 14,017 | 114,291,631 | 121,318 j

* Cutting practically completed. T Cutting to commence July, 1924.

I hereby certify that this return has been compiled from information supplied by the Conservators
of Forests for the respective forest-conservation regions.
E. PuiLiirs TURNER,
. Secretary of Forestry.
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. TapLe (4)—Sratement or ““ HaLves” paip To Local Bobies BY LANDS AND SUurRvEY
DeparrMENT UP TO 3lsT MARCH, 1923.

Distriot. Timber. Flax. Total.
, |
Auckland— | s d. £ 8 d £ s d
Hobson County .. .. 7, 677 01 7,677 0 1
Katikati Road Boardj . . 2,995 17 - 6 . 2,995 17 6
Thames County . .. .. 10,712 10 2 4412 6 10,757 2 8
Bast;Taupo County .. .. . 51 1 6 40 10 0O 91 11 6
Hokianga County .. .. .. 20,833,454 8 103 10 0O 20,936 14 8
Whangarei County .. .. .. 1,165 19 4 43 6 0 1,209 5 4
Whakatane County .. . . 3213 9 75 16 10 108 10 7
Otamatea -County .. .. .. 2,455 14 7 114 0 0 2,669 14 7
Kaukapakapa Road Board .. .. 311 3 .. 311 3
Ohinemuri County .. .. - 1,180 10 11 331 &8 3 1,611 19 2
Bay of Islands County. . .. e 1,365 11 2 812 3 1,374 3 5
Hikurangi Road Board .. . 412 0 .. 412 0
Kirikiriroa Road Board .. . 710 0 710 0
West Taupo County .. .. .. 3,094 4 7 3,004 4 7
Waipu Road Board .. . .. 47 1 3 .. 47 1 3
Mangonui County .. - . 5,048 14 10 417 7 5,093 12 5
Tauranga County .. .. .. 871212 7 20 9 3 893 110
Mercer Road Board .. . . 18 5 7 . 18 5 7
Rotorua County .. .. vl 1,442 11 4 05 0 1,442 16 4
Coromandel County .. .. .. 1,954 2 8 .. 1,954 2 8
Huntly Road Board .. .. .. 212 6 1711 0 20 3 6
Marua Road Board .. .. .. 519 3 3 . 619 3 3
Whangamarino Road Board .. .. 36 2 0 17 10 0 53 12 0
Whangaroa Road Board - . 600 0 8 . 600 0 8
Raglan County . . .. 61 5 6 16 19 3 78 4 Y
Maunu Road Board . . 3 76 3 76
Maraetai Road Board .. 076 0 7 6
Matakohe Road Board 111 6 111 6
Rodney County 8 0 0 8 00
Awhitu Road Board 412 3 412 3
Manukau County 1110 0 1110 0
Pollock Road Board 214 0 214 0
Waitemata County 14 0 0 14 0 ©
Pokeno Road Board 1 00 1 00
Waipipi Road Board 61 10 0 61 10 0
Totals .. . .. 62,182 13 8 988 0 8 63,170 14 4
Hawke’s Bay*—
Waikohu County .. .. .. 26 11 9 26 11 9
Wairoa County .. . .. 19 1 9 19 1 9
Opotiki County .. .. .. 210 0 210 0
Dannevirke County .. .. .. 1,667 i1 9 1,667 1 9
Waipawa County .. . .. 1,014 9 9 1,014 9 9
Cook County . - . 3418 9 3418 9
Totals .. .. .. 2,764 13 9 * 2,764 13 9
Taranalki*—
Waitomo County .. .. .. 553 13 2 .. : 563 13 2
Stratford County .. .. .. 3212 2 .. 3212 2
Ohura County . .. 358 8 0 - ‘ 358 8 0
Whangamomona County .. . 29 18 10 . 29 18 10
Inglewood County .. .. .. 1.9 9 . 19 9
Totals .. . .. 976 1 11 * 976 1 11
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TABLE (4).—STATEMENT OF “ HALvEs” PAID T0 LocAL BoDiEs BY LANDS AND SURVEY DEPARTMENT
upr 10 318T MARCH, 1923.—continued.

District. Timber. Flax. Total.
Nelson*— £ s d £ e d £ s d
Collingwood County .. .. .. 812 6 812 6
Waimea County .. . .. 2319 9 2319 9
Murchison County . . . 19 4 19 4
Buller County o .. .. 5,731 13 6 5,731 13 6
Inangahua County .. .. .. 4,620 1 2 4,620 1 2
Dovedale Road Board Ve .. 167 13 0 .. 167 13 0
Riwaka Road Board .. .. .. 09 0 * , 09 0
Sounds County Council .. .. 111 3 111 38
Upper Moutere Road Board .. .. 3 6 6 3 6 6
Totals .. . .. 10,558 16 0 * 10,558 16 0
Marlborough*— ‘
Pelorous Road Board .. .. .. 3,674 4 8 3,614 4 8
Kaikoura County .. .. .. 185 0 4 185 0 4
Totals .. .. .. 3,759 5 0 * 3,79 5 0
Westland*—
Grey County .. .. . o 37,812 14 0 .. 37,812 14 0
Westland County .. .- . 25,301 6 2 . 25,301 6 2
Totals .. .. . 63,114 2 0 * 63,114 2 0
Canterbury*--
Oxford Road Board .. .. .. 342 0 0 | * v 342 0 0
Otago™— '
Clutha County .. .. .. 1,698 19 5 .. 1,698 19 5
Lake County - .. .. .. 126 10 6 . 126 10 6
Tuapeka County .. .. .. 6313 5 . 6313 b5
Vincent County .. .. .. 33 410 . 33 410
Waitaki County - .. . 24 8 0 .. 24 8 0
Totals .. .. 1,846 16 2 * 1,846 16 2
Southland-—
Southland County 3,82 9 4 192 7 2 4,044 16 6
Invercargill Road Board . . 46 13 0 . 46 13 0
Wallace County .. .. .. 2,464 10 7 67 16 0 2,632 6 7
Stewart Island County .. .. 2,212 8 10 518 0 2,218 6 10
South Invercargill Borough .. . 315 0 . 315 0
Lake County . . o .. 15 0 0 15 0 0
Totals .. .. . 8,579 16 9 281 1 2 8,860 17 11
Grand totals .. .. 154,124 3 5 1,269 1 10 » 155,393 5 3

J. B. TroMPSON,
Lands and Survey Dopartment, Under-Secretary.
31st July, 1923.

Memorandum, — The payments on account of flax have been included with the timber payments
for the districts marked *. Practically the whole of the amounts have, however, been paid on
account of timber.

In addition to the above, the following amounts have been paid to adjust revenues derived
from Midland Railway reserves which had been credited as territorial revenue instead of gold-
fields revenue : Westland County Council, £1,958 8s. 5d.; Grey County Council, £2,779 1s. 5d.;
Inangahua County Council, £1,900 18s. 8d.; Buller County Council, £2,797 8s. 10d.: total,
£9,435 17s. 4d.
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