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Title. 

Short Title. 
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1923, No. 21. . 
AN AcT to consolidate and amend the Law relating to Land-tax and 

Income-tax. [28th August, 1923. 
BE IT ENACTED by the General Assembly of New Zealand 
in Parliament assembled, and by the authority of the same. as 
follows:-

1. This Act may be cited as the Land and Income Tax Act, 1923. 
2. In this Act, except where a contrary intention appears,-

" Agent " means any person declared by this Act to be an agent 
for the purposes of land-tax or of income-tax, as the case 
may be: 

"Annual taxing Act" means an Act by which the rates of land
tax or income-tax are determined for any year : 

"Assessable income" means income of any kind which is not 
exempted from income- tax otherwise than by way of a 
" special exemption " expressly authorized as such by this 
Act: 

" Business " includes any profession, trade, manufacture, or 
undertaking carried on for pecuniary profit : 

"Charity" means the relief (otherwise than for private pecuniary 
profit) of poverty, sickness, blindness, old age, or any other 
form of physical or mental disability, and " charitable " has 
a conesponding meaning : 

"Company" means any body corporate, whether incorporated 
in New Zealand or elsewhere, but does not include a local 
or public authority: 

" Debentures " includes debenture-stock, and " debenture-holder" 
includes the owner of debenture-stock : 

" Encumbrance " means in respect of an estate or interest in 
land any trust, contract, easement, condition, or contingency 
affecting the same, and any restriction, howsoever imposed, 
on the owner's power of user, alienation, or <lisposition : 

" Estate " or " interest " means any estate or interest in land, 
whether legal or equitable, and whether vested or contin
gent, in possession, reversion, or remainder, and includes 
any right to the possession of land or to the receipt of the 
rents or profits thereof, or to the proceeds of the sale or 
other disposition thereof, whether immediate or through 
a trustee, or otherwise howsoever, but does not include a 
mortgage: 

"European" means any person other than a Native and includes 
a body corporate : ' ' 

" Foreign company " means any company other than one incor
porated in New Zealand: 

" Fr~endly society " means any society registered or incorporated 
~n New. Zealand under any Act relating to friendly societies, 
mdustnal and provident societies, industrial unions indus-
trial associations, or trade-unions : ' 

" Income yea:r; " m~ans, in ~espect of the income of any person, 
. the year m whwh that mcome has been derived by him : 
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" Land owned " means an estate or interest owned in land, or 
deemed to be so owned by virtue of the provisions of this 
Act: 

" Lease " means any disposition whatever by which a leasehold 
estate is created : 

" Leasehold estate " includes any estate, howsoever created, 
other than a freehold estate : 

"Local authority" means a borough, county, and other body 
corporate possessing rating-powers in New Zealand, and 
any Harbour Board, Hospital and Charitable Aid Board, 
Education Board, or other incorporated instrument of local 
government in New Zealand, whether possessing rating
powers or not : 

" Minerals " includes all minerals, metals, coal, oil, kauri-gum, 
.clay, stone, gravel, sand, and precious stones : 

" Mortgage " means any mortgage, charge, or other security 
whether legal or equitable, and includes any rent charge or 
annuity, and for the purposes of this definition all unpaid 
purchase-money in respect of any estate or interest in land 
shall be deemed to be charged thereon : 

" Mortgagee " means the owner of a mortgage : 
"Native" means a person who is a Native within the meaning 

and for the purposes of the Native Land Act, 1909, save 
that a half-caste, within the meaning of that Act, shall not 
be deemed to be a Native : . 

"Native land" means Native freehold land within the meaning 
and for the purposes of the Native Land Act, 1909 : 

" New Zealand company " means a company incorporated in 
New Zealand : 

"Non-resident agent" means an agent within the meaning 01 

this Act who, being in New Zealand, has no fixed and 
permanent place of business or abode there : · 

"Non-resident trader" means any person who, being in New 
Zealand, carries on business there without having any fixed 
and permanent place of business or abode there : 

"Notice" means a notice in writing given by causing the same 
to be delivered to any person, or to be left at his usual or 
last known place ·of abode or business in New Zealand or 
elsewhere, or to be sent by post addressed to such usual or 
last known place of abode or business, or if there are several 
such places of business, then to any of them : 

" Owner of land " means a person who is the owner, or is deemed 
by virtue of this Act to be the owner, of any estate or 
interest in land, whether separately or jointly or in co=on 
with any other person ; and " to own land " means to be an 
owner of land as so defined : 

" Person " includes a company and a local or public authority : 
" Possession " includes any use which is in fact or effect sub

stantially exclusive, whether by virtue of a right of exclusive 
occupation or not : 

" Prescribed " means prescribed by regulations under this Act : 

5 
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"Public authority" means the Public Trustee, the Native 
Trustee, the State Advances Superintendent, and every 
other incorporated Department or instrument of the Execu
tive Government of New Zealand:. 

"Shareholder" includes any member of a company, whether 
the capital of that company is divided into shares or not ; 
and " share " includes any interest in the capital <if a 
company: 

" Superannuation fund " means the Public Service Superan
nuation Fund, the Teachers' Superannuation Fund, the 
Government Railways Superannuation Fund, and any super
annuation fund established under the Local Authorities 
Superannuation Act, 1908, and includes any superannua
tion fund established for the benefit of the employees of 
any employer and approved for the time being by the . 
Commissioner for the purposes of this Act : 

"Tax" means land-tax or income-tax: 
" Taxable income " means the residue of assessable income after 

deducting the amount of all special exemptions to which the 
taxpayer is entitled : 

"Taxpayer" means a person chargeable with land-tax or income
tax, as the case may be, whether on his own account or as 
the agent or trustee of any other person, and includes the 
executor or administrator of a deceased taxpayer: 

" Trustee " includes an executor and administrator, and also 
includes the Public Trustee and the Native Trustee : 

"Year" means a year commencing on the first day of April and 
ending on the thirty-first day of March, both of these days 
being included : 

"Year of assessment" means the year for which land-tax or 
income-tax is payable. 

PART I. 

ADMINISTRATION. 

3. For the due administration of this Act there shall from time 
to time be appointed a fit person to be the Commissioner of Taxes (here
inafter referred to as the Commissioner), and a like person to be the 
Deputy Commissioner of Taxes (hereinafter referred to as the Deputy 
Commissioner). 

4. (1.) The Deputy Commissioner shall, under the control of the 
Commissioner, perform such general official duties as he is called upon 
to perform under this Act or by the Commissioner. 

(2.) On the occurrence from any cause of a vacancy in the office 
of Commissioner (whether by reason of death, resignation, or other
wise), and in case of the absence from duty of the Commissioner (from 
whatever cause arising), and so long as such vacancy or absence 
continues, the Deputy Commissioner shall have and may exercise all 
the powers, duties, and functions of the Commissioner. 
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(3.) The fact of the Deputy Commissioner exercising any power, 
duty, or function as aforesaid shall be conclusive evidence of his 
authority so to do, and no person shall be concerned to inquire whether 
the occasion has arisen requiring or authorizing him so to do. 

(4.) So far as regards the assessment and recovery of any tax with 
which the person holding office as Commissioner may be chargeable 
under this Act, all references in this Act to the Commissioner shall be 
construed as references to the Deputy Commissioner. 

5. There shall be appointed from time to time such assessors, Power to appoint 

clerks, receivers, and other officers as are necessary for the purpose of other oftioors. 
carrying out the provisions of this Act. · 1916, No.6, sec. 3 

7 

6. (1.) Every person appointed or employed under this Actr- Officers to maintain 

(a.) Shall maintain and aid in maintaining the secrecy of all matters seoreoy. 

relating to this Act which come to his knowledge, and shall Ibid., sec. 6 

not communicate any such matters to any person, except 
for the purpose of carrying into effect this Act, or any other 
Act imposing taxes or duties payable to the Crown ; and 
also 

(b.) Shall, before he begins to perform any official duty under this 
Act, take and subscribe such oath of fidelity and secrecy 
as is prescribed, which oath may be administered by the 
Commissioner or Deputy Commissioner, or by any Justice. 

(2.) Every person who wilfully acts in contravention of the true 
intent of such oath is liable, on summary conviction before a Magistrate, 
to imprisonment for any term not exceeding six months, or to a fine not 
exceeding one hundred pounds. 

PART II. 

RETURNS AND AssESSMENTs. 

7. For the purposes of the assessment and levy of land-tax every Annual returns by 

taxpayer shall in each year furnish to the Commissioner a return in the taxpayers 11or 
. f h l fIll d' purposeso prescribed form settmg ort a comp ete statement o a an m respect Jand·tax. 

whereof he is assessable for land-tax, as owned by him at noon on the Ibid., sec. 7 

thirty-first day of March in the preceding year, together with such 
other particulars as may be prescribed. 

8. (1.) For the purposes of the assessment and levy of income-tax Annual returns by 

h II · h fu · h t th C · · t taxpayorslor every taxpayer s a m eac year rn1s o e omilllsswner a re urn purpoHeB of 

in the prescribed form setting forth a complete statement of all the incomo·ta•. 

assessable income derived by him during the preceding year, together Ibid .. sec. s 
with such other particulars as may be prescribed. 

. (2.) Where such a return cannot conveniently be made the Com
missioner may, in his discretion, accept a return of the income so 
derived by any person during the year ending on the date of the annual 
balance of his accounts, and in such case the income derived during 
that year shall for the purposes of this Act be deemed to have been 
derived during the year ending on the thirty-first day of March nearest 
to that date. 

9. In addition to the foregoing returns every person, whether a Otherannual 

taxpayer or not, shall make to the Commissioner such annual returns re~ums. 
as may be prescribed for the purposes of this Act. Ib•d., seo. 

9 
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10. (1.) The above-mentioned returns shall be made in each year 
before a date or dates of which the Commissioner gives public notice. 

(2.) Such notice shall be given by publishing the same in the 
Gazette and in such other manner (if any) as the Commissioner may 
think necessary and sufficient. 

11. In addition to the returns above mentioned every person, 
whether a taxpayer or not, shall, as and when required by the Com
missioner, make such further or other returns as the Commissioner 
requires for the purposes of this Act. 

12. A return purporting to be made by or on behalf of any person 
shall for all purposes be deemed to have been made by that person or 
by his authority, as the case may be, unless the contrary is proved. 

13. (1.) From the returns made as aforesaid and from any other 
information in his possession the Commissioner shall in and for every 
year, and from time to time and at any time thereafter as may be 
necessary, make assessments in respect of every taxpayer, setting forth 
the amount upon which tax is payable and the amount of the tax. 

(2.) Every such assessment shall be made in the form and manner 
prescribed by regulations, and in default of such regulations or so far 
as they do not extend, then as the Commissioner thinks fit, and shall 
be signed by him. 

14. If any person makes default in furnishing any return, or if 
the Commissioner is not satisfied with the retmn made by any person, 
or if the Commissioner has reason to suppose that any person, although 
he has not made a return, is a taxpayer, he may make an assessment 
of the amount on which in his judgment tax ought to be levied and 
of the amount of that tax, and such person shall be liable to pay the 
tax so assessed, save in so far as he establishes on objection that the 
assessment is excessive or that be is not chargeable with tax. 

15. (1.) The Commissioner may from time to time and at any 
time make all such alterations in or additions to an assessment as he 
thinks necessary in order to ensure the correctness thereof, notwith
standing that tax already assessed may have been paid. 

(2.) If any such alteration or addition has the effect of imposing 
any fresh liability or increasing any existing liability, notice thereof 
shall be given by the Commissioner to the taxpayer affected, who shall, 
unless the alteration or addition was made with his consent, be entitled 
to object thereto in accordance with the provisions as to objections 
hereinafter contained. 

16. When any person has made returns and has been assessed. 
for land-tax or income-tax for any year, it shall not be lawful for the 
Commissioner to alter the assessment so as to increase the amount 
thereof after the expiration of four years from the end of the year in 
which the assessment was made. 

17. The validity of an assessment shall not be affected by reason 
that any of the provisions of this Act have not been complied with. 

1~. Except in proceedings on objection to an assessment in accord
ance wtth .th~ provisions hereinafter contained, no assessment made by 
t~e Coillilllsswner shall be disputed in any Court or in any proceedings 
etther on the ground that the person so assessed is not a taxpayer or 
on any other ground ; and, except as aforesaid, every such assessment 
and all the particulars thereof shall be conclusively deemed and taken 
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to be correct, and the liability of the person so assessed shall be deter
mined accordingly. 
. 19. The production of any document under the hand of the Com- Evidence of rotums 

missioner or Deputy Commissioner purporting to be a copy of or extract and aooC8Smonto. 

from any return or assessment shall in all Courts and in all proceedings 1916• No. 
5
• •••· 
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be sufficient evidence of the original, and the production of the original 
shall not be necessary, and all Courts shall in all proceedings take 
judicial notice of the signature of the Commissioner or Deputy Com-
missioner either to the original or to any such copy or extract. 

20. (1.) As soon as conveniently may be after an assessment is Notice of 

made the Commissioner shall cause notice of the assessment to be aiven ~scssmto•n1tt• be 
b~ gtven o.xpayer. 

to the taxpayer. Ibid ••• 20 
(2.) The omission to give any such notice shall not invalidate the ·· · 

assessment or in any manner affect the operation thereof. 
21. (1.) The executor or administrator of a deceased taxpayer Returns by 

shall in respect of all income derived or land owned by that taxpayer ·~•outo~ ~r 
in his lifetime make the same returns as the taxpayer ought to have ;bi~:~:.~2~'"· 
made or would have been bound to make if he had remained alive; ' 
and the Commissioner may from time to time require the executor or 
administrator to make such further returns relative to that land or 
income as the Commissioner thinks necessary, and may assess the 
executor or administrator for land-tax or income-tax on that land or 
income in the same manner in which the taxpayer might have been 
assessed had he remained alive. 

(2.) The tax so assessed shall be deemed to be a liability incurred 
by the deceased taxpayer in his lifetime, and the executor or adminis
trator of the taxpayer shall be liable for the same accordingly. 

PART III. 

OBJECTIONS TO AssESSMENTs. 

22. (1.) Any person who has been assessed £orland-tax or income- Objection• to 

b. t th t b d I' . . t th C aoscssmcnto tax may o Ject o at assessmen y e 1vermg or postmg o e om- how originni.d. 

missioner a written notice of objection stating shortly the grounds of Ibid., sec. 22 

his objection, within such time as may be specified in that behalf in 
the notice of assessment, not being less than fourteen days after the 
date on which that notice of assessment is given. 

(2.) No notice of objection given after the time so specified shall 
be of any force or effect unless the Commissioner in his discretion 
accepts the same and gives notice to the objector accordingly. 

23. The Commissioner shall consider all such objections, and may Comrniesionermay 

I h I · b b' t' h' h • t amend asscssmont a ter t e assessment pursuant t 1ereto ; ut an o JeC 10n w lC IS no on objection. 
allowed by the Commissioner shall, if the objector so desires, be heard Obj<•ction may, on 

d d ' d ' M · ' C b f St' di u · t te application of an . eternune m a ag1strate s ourt, e ore a ~pen ary magis. r~ objector, be 
alone ; and the Court shall for the purpose of heanng and determg •.u~mittcd to 

the objection, whatever the amount involved, have all the powers ~i~\;~~~':.': 
vested in it in its ordinary civil jurisdiction as if in an action between I hid., see. 23 

the objecting taxpayer and the Commissioner. 
24. (1.) The procedure for the institution, hearing, and deter- H~·ri~g of 

mination of such proceedings in the Magistrate'~ Court shall be. in ~;~~~:~~.by 
accordance with regulations to be made under this Act, and, subJect Ibid., sec. 24 

2 

9 
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' Burden of proof on 
objector. 

1916, No. 5, seo. 25 

Costs. 
Ibid., sec. 26 

1923, No. 21.] Land and Income Tax. [14 GEO. v. 
to such regulations or so far as they do nqt extend, .shall be in accord-
ance with the ordinary practice of. that Court. · 

(2.) No objection t.o an assessment of income-tax shall be heard by 
·a Magistrate in open Court. . . . . 

25. On the hearing and determmatwn of all obJectiOns to assess
ments of land-tax or income-tax the burden of proof shall be on the 
objector, and the Court may receive such evidence as it thinks fit, 
whether receivable in accordance with law in other proceedings or not. 

26. In such proceedings the Magistrate's Court may award such costs 
as it deems just either against the Commissioner or against the objector. 

Court may confirm, 27. On the determination of any such objection the Magistrate's 
cancel, or alter Court may either confirm or cancel the assessment, or increase or reduce 
a.ssessment. the amount thereof, and the assessment shall be altered by the Com-
Ibid., seo. 27 'f f h d · ' missioner, I necessary, so as to con orm to t at eter=atwn. 
Appeals to Supreme 
Court on questions 
of law or of fact. 

Ibid., seo. 28 

Notice of appeal to 
Supreme Court. 

Ibid., S('C. 29 

.Magistrate to state 
case on appeal. 

Ibid., sec. 30 

Case to be 
transmitted by 
appellant to 
Registrar of 
Supreme Court, and 
sot down for 
hearing. 
Ibid., sec. 31 

28. The determination of the Magistrate's Court on any such 
objection shall be subject to appeal to the Supreme Court on any 
question of law, but shall be final and conclusive as to any question 
of fact unless the Magistrate is satisfied that the amount of tax bona 
fide in dispute between the objector and the Commissioner exceeds two 
hundred pounds, in which case the Commissioner or the objector may 
appeal to the Supreme Court on any question of fact. 

29. In case of such appeal the appellant shall, within thirty days 
aft.er the determination appealed from, file in the Magistrate's Court 
a notice of appeal, and (except when he is the Commissioner) give 
security for the costs of the appeal to such amount and in such form 
as may be approved by a Magistrate. 

30. (1.) The Magistrate whose determination is appealed from 
shall thereupon state and sign a case setting forth the facts and the 
questions of law arising for the determination of the Supreme Court, 
and shall deliver the case so signed by him to the appellant. 

(2.) If and so far as any such appeal relates to a question of fact, 
the case so stated by the Magistrate shall set forth the evidence taken 
before the Magistrate's Court, instead of the facts as found by that 
Court. 

31. The appellant shall, within fourteen days after receiving the 
case, transmit the same to a Registrar of the Supreme Court in the 
judicial district in which the objection was heard in the Magistrate's 
Court, and the Registrar shall thereupon enter the appeal for hearing 
at the first practicable sitting of the Court. 
. 3. 2. (1.) On the hearing of the appeal the Supreme Court may, if 

Amendment of cnse h k fi 
stated. It t m s t, cause the case so stated to be sent back to the Magistrate 
Ibid .• sec. 32 

Appeal to Court of 
Appeal on point 
of law. 
Ibid., sec. 33 

for amendment, and thereupon the case shall be amended accordingly, 
and the Court shall thereupon proceed to hear and detnrmine the 
questions so submitted. 

(2.) If and so far as .the ~ppeal rel~tes to questions of fact, the 
Supreme Court may, as It thmks fit, either determine the same on 
the case as so stated, or take additional evidence (either orally or on 
affidavit), or rehear the whole case. 

33. Except on a question of fact, the decision of the Supreme 
Court on any such appeal shall be subject to appeal to the Court of 
Appeal, an_d any case so stated for the decision of the Supreme Court 
on a questwn of law only may be removed into the Court of Appeal. 
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. 34. (I.) The Supreme Court 01; Court of Appeal may award such Costs on appeal. 

costs to or against the Commissioner as it thinks just. 1016, No.5, sec. 34 

(2.) The Commissioner shall not be required to give security in any· 
such proceedings before the Supreme Court or Court of Appeal. 

(3.) All costs awarded against the Commissioner by the Magis
trate's Court, Supreme Court, or Court of Appeal shall be payable out 
of moneys appropriated by Parlirtment, and not otherwise. 

35. (I.) Notwithstanding anything hereinbefore contained, any Obieotion, in so far 

objection made in the ma~er and within the time aforesaid to an ~~t~~:~tl~w 
assessment of land-tax or illcome-tax, if and so far as it relates to only, may be 

any ques~ion of law only, may, at the option of the ob~ector, be :;:!:~::'c~i::, 68~~romc 
referred directly to the Supreme Court by way of case stated ill accord- Court. 

ance with the following provisions. Ibid., sec. 35 

(2.) The objector (hereinafter called the appellant) may deliver to 
the Commissioner together with the notice of objection, or at any time 
within two months after the receipt thereof by the Commissioner, a 
notice in writing requiring him to state a case for the opinion of the 
Supreme Court. 

(3.) The Commissioner shall thereupon state and sign a case accord
ingly, setting forth the facts, the questions of law to be decided, and 
the assessment made by him, and shall deliver the case so signed to 
the appellant. 

( 4.) The appellant shall, within fourteen days after receiving the case, 
transmit the same to the Registrar of the Supreme Court in such judicial 
district as the appellant thinks fit, and the Registrar shall thereupon 
enter the case for hearing at the first practicable sitting of the Court. 

(5.) The provisions of sections thirty-two to thirty-four of this Act 
shall extend and apply to any such case stated by the Commissioner, 
in the same manner, with all necessary modifications, as to a case stated 
by a Magistrate. 

(6.) On the determination of any such case stated the Supreme 
Court may either confirm or cancel the assessment, or increase or reduce 
the amount thereof, and the assessment shall be altered by the Com
missioner, if necessary, so as to conform to that determination. 

36. The obligation to pay and the right to receive and recover Obligation to pay 

any tax shall not be suspended by any objection, appeal, or case stated ; g:,:,':;:=::.;:.dn~f 
but if the objector succeeds the amount (if any) of the tax received su~pc~dcd by 

b h C · · • f h t h' h di t th objeCtiOn or appeal. y t e ommisswner ill excess o t e amoun w IC , accor ng o e Refund of tax in 

decision on the hearing of the objection, appeal, or case stated, was certain oBBCS. 

properly payable shall forthwith be repaid to him by the Commissio~er. Ibid., soc. 36 

37. The determination of an objection under any of the foregomg Do.torminationof 
, . h ) ) h ) d , hi h , th b' t objeCtiOn not to provisions s all re ate sole y to t e an or mcome w c IS e su JeC afleot other land 

of the assessment objected to, and shall not a:ffect the right of the or income not 

C . . h I d · f th b · t t included in omnusswner to assess any ot er an or mcome o e o Jec or, or o oosessmont. 

amend the assessment objected to in any manner rendered necessary by Ibid., so<. 37 

the assessment of such other land or income. 
38. The foregoing provisions as to objections shall have no appli- Ext.;nt ~f 

. b' . ) . h' h b th' A t . ) ft apphootiOn of cation to an o Jectwn re atmg to any matter w IC y IS c IS e provisions 08 to 
to the discretion, judgment, or determination of the Commissioner, or objeotions. 

(save so far as hereinafter expressly provided) to an objection t? any Ibid., soo. 38 

valuation of land made by the Valuer-General under the Valuatwn of 
Land Act, 1908, or this Act. 
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PART IV. 

VALUATION OF LAND. 

39. Land-tax shall be assessed on the unimproved value of the 
land owned by the taxpayer as determined in accordance with the 

1916• No. 5• sec. 39 provisions of this Part of this Act. 
40. (1.) The unimproved value of any land so owned meanR the 

sum which the owner's estate or interest therein, if free from any mort
gage or encumbrance, might be expected to realize if offered for sale 
on such reasonable terms and conditions as a bona fide seller might be 
expected to impose and if no improvements had been made on the land. 

Assessment of 
land-tax. 

" Unimproved 
value 11 and 
"improvements" 
defined. 
Ibid., sec. 40 

(2.) "Improvements" has the same meaning as in the Valuation 
of Land Act, 1908 . 

.Unimproved value 41. (I.) Subject to the following provisions of this Part of this 
a.s sbo~n on district Act if the unimproved value of any land appears on the district 
valuatiOn roll to be ' • · · L d A h 
adopted for purposes valuation roll m force under the Valuatwn of an ct, 1908, on t e 
of this Act. thirty-first day of March in the year preceding the year of assessment, 
Ibid .. sec. 41 whether in the name of the taxpayer or of any predecessor in title, 

trustee, or other person, the unimproved value so appearing on that 
roll shall be deemed and be taken to be the unimproved value of that 

New valuation to 
operate ns from 
31st March 
succeeding 
application for 
revaluation. 
1922, No. 12, sec. 3 

land on that day for the purposes of this Act. 
(2.) When a new valuation of any land is made by the Valuer

General pursuant to section thirty-six of the Valuation of Land Act, 
1908, the amended value shall for the purposes of this Act be deemed 
to be the value appearing on the district valuation roll on the thirty
first day of March next succeeding the date of the application for a 
new valuation, notwithstanding that the new valuation may not then 
have been actually made. 

Value of minerals, 
timber, or flax to be 
e:x('epted from 
unimproved value. 

42. (1.) Notwithstanding anything hereinbefore contained, the 
unimproved value of land shall not for the purposes of this Act include 
the value of any minerals, timber, or flax (other than the roots of 

· I9I6, No.5, sec. 42 flax-plants). 

Where unimproved 
value shown on 
subsidiary valuation 
roll, such value to 
be adopted. 
Ibid., seo. 43 

(2.) The Valuer-General shall, in all cases in which the value of 
any minerals, timber, or flax (other than roots as aforesaid) is included 
in the unimproved value as shown on the district valuation roll, show 
separately on that roll the value so included, and in such cases the 
remaining value only shall for the purposes of this Act be deemed to 
be the unimproved value as shown on the said roll. 

43. Notwithstanding anything hereinbefore contained, if the unim
proved value of any land appears on the subsidiary roll in force under 
~be Land for Settl~nients Act, 1~08, on the thirty-first day of March 
m the year preceding the year of assessment, whether in the name of 
the ta~ayer or of any predeces~or in title, trustee, or other person, 
the ummproved value so appearing on that roll shall be deemed and 
taken to be th~ unim~rov_ed value of that land on that day for the 
purpos_es of this Act m heu of the value appearing on the district · 
valuatiOn roll. 

~':u'::~r~~.d~:iue 44. (1.) _If the valuation appearing on the district valuation roll 
a .. bo~ on ?r the subsidiary roll relates to an area of land a part only of which 
;;~~~J:z;'y":011 IS assessable for. the purposes of land-tax, or different parts of which are 
m~y be apportioned. assessable at dtfierent rates or require for any reason to be separately 
Ih1d., sec. 44 · 
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valued for the purposes of this Act, the unimproved value as appearing 
on that roll shall for the purposes of this Act be apportioned in such 
manner as may be just and reasonable between the several parts of 
that area, and the value so attributed to each part shall be deemed to 
be the unimproved value thereof for the purposes of this Act. 

{2.) Such apportionment shall be made as follows:-
(a.) The Commissioner, if satisfied that the value of any such part 

as stated in the return made by the taxpayer represents a 
just and reasonable apportionment, may accept that value 
and make the assessment accordingly. 

(b.) The Commissioner may agree with the taxpayer as to the 
apportionment to be made, and may make the assessment 
accordingly. 

(c.) In default of any such acceptance or agreement the apportion
ment shall be made by the Valuer-General on the requisition 
of the Commissioner, and the assessment shall be made in 
accordance with that apportionment. 

45. {I.) If, in the case of any estate or interest in land, no valua- On roquost of 

tion thereof appears either on the district valuation roll or on the Commis~ionor, 
b 'di 11 · f h · fi f M . h Valuor-Gonoral to 

13 

su Sl ary ro m orce on t e thrrty- rst day o arch m t e year oauao·apooial 

preceding the year of assessment, or if the valuation thereof on the •a!;j:t.ion t;::.• 
district valuation roll is made otherwise than in accordance with the ::'aaos. 

10 00 
m 

provisions of this Act for the valuation of land for the purposes of 1916, No.5, aco. 45 

land-tax, the Valuer-General shall, on the requisition of the Commis-
sioner and for the purposes of this Act, cause a special valuation of the 
unimproved value of that estate or interest to be made in accordance 
with the provisions of this Act as at the thirty-first day of March in 
the year preceding the year of assessment, and the unimproved value 
of that estate or interest on that day shall for the purposes of this Act 
be determined in accordance with the valuation so made. 

(2.) Any taxpayer who is assessed for land-tax on any such special 
valuation shall be entitled to dispute that valuation by way of objection 
to the assessment, and all the provisions of this Act as to objections 
to assessments shall apply accordingly, save that the decision of the 
Magistrate on any question of fact shall be final and conclusive. 

(3.) Save as aforesaid, the provisions of this Act as to objections 
to assessments shall have no application to an objection to any valua
tion or apportionment by the Valuer-General in accordance with the 
Valuation of Land Act, 1908, or this Act. 

46. (I.) NotWithstanding anything contained in this Part of this Taxparor'• own 

Act, if any ~axpayer, in any return made ?Y hi~ for the purposes of :::~:.':.~C::: value 
land-tax, estrmates, for the purposes of thrs sectron, any land owned may bo accepted in 

by him as of an unimproved value in excess of the unimproved value oortam cases. 

d . d . h h' A d . . h d' t . t Ibid .•••. 46 compute m accor ance Wit t rs ct an appearmg m t e IS nc ' 
Yaluation roll in force on the thirty-first day of March preceding the 
year of assessment, and in excess of the unimproved value (if any) 
appearing on the subsidiary roll in force on that day, the value so 
stated in the return shall be deemed to be the unimproved value of 
the land on the thirty-first day of March preceding the year of assess
ment, and land-tax shall be assessed accordingly. 

{2.) For the purpose of the compulsory taking of land under the 
Land for Settlements Act, 1908, any such return shall for a period of 
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twelve months after the date thereof have the same effect as if the 
unimproved value so stated therein appeared in the subsidiary roll for 
the time being in force. 

Mode of determining 4 7. Whenever for the purposes of this Act it is necessary to 
nnimproved value determine the unimproved value of land at any date other than the 
of laud .. at date . M h a· h f t h 1 other than 31st thirty-first day of arc prece rng t. e year o a~s~ssmen, s_uc va ue 
March of any year. shall be determined in accordance With the provisiOns of this Part of 
1916· No. 5

• sec. 47 this Act, save that all references to the thirty-first day of March 
preceding the year of assessment shall be read as references to the date 
as at which such value is to be determined. 

PART V. 

LAND-TAX. 

Land-ta~. 48. (l.) Subject to the provisions of this Act, there shall be levied 
1917, No.9, sec. 3 and paid, for the use of His Majesty, in and for the year commencing 

on the first day of April, nineteen hundred and twenty-four, and in and 
for each year thereafter, a tax herein referred to as land-tax. 

(2.) Subject to the provisions of this Act, such tax shall be payable 
by every person on all land of which he was the owner at noon on the 
thirty-first day of March preceding the year in and for which the tax 
is payable (herein referred to as the year of assessment). 

(3.) Such tax shall be assessed, levied, and paid at such rate or 
rates as may be fixed from time to time by any Act to be passed for 
that purpose (herein referred to as the annual taxing Act). 

Land-tax to be 49. (1.) Subject to the provisions of this Act, land-tax shall in 
lev_ied on todt•l 1 f the case of each owner be levied at the rate or rates aforesaid on the 
urnmprove va ue o J . d J f JJ J d d b h' f kin b laud, diminished by tota ummprove va ue o a an so owne y 1m a ter rna g, y 
ee':"in exemptions. way of special exemption from that value, the deduction following, that 
lb•d., sec. 4 is to sav ._ 1920, No. 35. sec. 3 • • 

(a.) When that value does not exceed fifteen hundred pounds, a 
deduction of five hundred pounds ; or 

(b.) When that value exceeds fifteen hundred pounds, a deduction 
of five hundred pounds diminished at the rate of one pound 
for every two pounds of that excess, so as to leave no rleduc
tion when that value amounts to or exceeds two thousand 
five hundred pounds . 

. (2.) In lieu of the deduction authorized hy the last preceding sub
sec:twn, there may be deducted as a special exemption from the total 
ummproved value of the land of the taxpayer, in cases where that land 
or any part thereof was at noon on the thirty-first day of March 
preceding the year of assessment subject to a mortgage or mortgages 
the following amount, that is to say :-- . ' 

(a.) Where the total unimproved value aforesaid does not exceed 
six thousand pou~ds, the sum of four thousand pounds ; or 

(b.) Where the total ummproved value aforesaid exceeds six thou
sand pounds, the sum of four thousand pounds, diminished 
at the rate of two pounds for every one pound of that 
excess, so as to leave no deduction under this paragraph 
when that value amounts to or exceeds eight thousand 
pounds: 
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Provided that where the capital value of all mortgages owing by 
the taxpayer as aforesaid is less than thE> amount that would hE> 
deducted under paragraph (a) or paragraph (b) of this subsection, as 
the case may be, the capital value of those mortgages shall be deduc
tiblE' in lieu of the dE>duction provided for by those paragraphs. 

(3.) In this section " mortgage " means any mortgage or charge Interpretation. 
upon land, howsoever created, if registered under any Act relating to 
the registration of deeds or instruments affecting title to land, and 
includes all unpaid purchase-money in respect of land purchased, and 
any annuity or rent charge charged upon land or secured by will and 
payable out of the rents and profits of land although no registered 
charge exists in respect thereof ; but, except as aforesaid, does not 
include any mortgage or charge not so registered. 

(4.) For the purposes of this section the capital value of a mort
gage means the full amount of the principal sum owing thereunder at 
noon on the thirty-first day of March preceding the year of assessment, 
and in the case of a rent charge or annuity the capital value thereof 
means the full amount. of the present value of that rent charge or 
annuity on that day capitalized at five per centum per annum. 

15 

50. ( 1.) In lieu of the special exemption provided for in the last Altom•tiv•. 
preceding section, in any case where the Commissioner is satisfied that exomptio~ m cOBos . . d of h•rdsh•p. 
the total mcome of the owner from all sources, whether m New Zealan 1917, No. 9, 800, 5 
or elsewhere, during the year preceding the year of assessment did not 1920, No. 35, sec. 4 

exceed three hundred pounds, and that by reason of age, ill health, or 
other disability he is incapacitated from earning any further income, 
and that payment of the land-tax in full would cause hardship, the 
Commissioner may allow by way of special exemption a deduction not 
exceeding two thousand five hundred pounds. 

(2.) In lieu of the special exemptions hereinbefore provided for, Specialoxomption 
the Commissioner may, in his discretion, where he is satisfied that w~oro ta~payons 
a taxpayer is a widow having a child or children wholly or part!y d.:~~:;d:~!hchildron. 
dependent on her for support, and that payment of the land-tax m 1917, No.9, sec. 6 
full would cause hardship, allow by way of special exemption a deduc- 1920· No. 35

• soo. » 
tion not exceeding four thousand pounds. 

51. (1.) For the purposes of this section "unimproved land" Spocial provisions 
means land on which there •.tre not, on the thirty-first day of March ::;,r;:,~':,~;:J~~~
immediately preceding the year of assessment, improvements of a value Ibid., Hcc. o 
equal to one pound an acre or equal to one-third of the unimproved 
value, whichever is the less, and which in the opinion of the Commis-
sioner it is reasonable should have been improved to that extent. 

(2.) This section shall not apply with respect to land situated in 
a borough, but applies to all other unimproved land as hereinbefore 
defined. 

(3.) This section shall apply separately to all lands of a taxpayer 
fonning one continuous area or separated at their nearest points by a 
distance not exceeding three miles in a straight line_. . . 

(4.) Notwithstanding anything to the contrary m sectiOn forty-ll!ne 
hereof, no deductions by way of special exemption und.er th~t sect!on 
shall be made in respect of any unimproved land to wh1ch th1s sectwn 
applies and of which the taxpayer has been the owner for three years or 
upwards. · 
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Lessees liable as if 
owners. 

1917, No. 9, sec. 7 

Deduction from tax 
payable by lesseo. 

Life tenant liable 
as if owner of 
fee-simple. 

Ibid., sco. 8 

Joint owners to be 
assessed jointly. 
Ibid., sec. 9 
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(5.) In respect of any unimproved land to which this section applies 
and of which the taxpayer has been the owner for three years or 
upwards the rate of land-tax shall be fifty per centum more than the 
rate fixed by tl1e annual taxing Act in respect of other lands. 

52. (1._) Any person owning any leasehold estate shall be dee~ed 
for the purposes of this Part of this Act (though not to the exciusron 
of the liability of any other person) to be the own~r of the fee-simple, 
and shall be assessed and liable for land-tax accordingly. 

(2.) In the case of the owner of a leasehold estate in land there 
shall be deducted from the amount of land-tax so payable by him in 
respect of that land (so far as it exceeds the land~tax, if any, that 
would be payable by him in respect of the value of his ~easehold estate 
independently of this section) the amount of land-tax (1f any) payable 
in respect of that land by the owner of any freehold estate or of any 
precedent leasehold estate in the land or any part thereof. 

(3.) The provisions of this section shall not apply to leasehold 
estates in any land of the Crown, or in any Native land, or in any land 
vested in fee-simple in any person who in respect thereof is wholly 
exempted from land-tax. 

(4.) The provisions of this section shall not apply to any leasehold 
estate (other than an estate at will or by sufferance, or determinable 
by the lessor or other person entitled in reversion or remainder) existing 
on the twenty-sixth day of October, nineteen hundred and seven (being 
the date of the coming into operation of the Land and Income Assess
ment Act, 1907), unless the owner of that leasehold estate or his prede
cessor in title has been at any time within five years next before that 
date the owner at law or in equity of a freehold estate in the land which 
is subject to the lease. 

53. (1.) The owner of any life estate or of any other freehold 
estate less than the fee-simple shall be deemed for the purposes of 
this Part of this Act to be the owner of the fee-simple to the exclusion 
of any person entitled in reversion or remainder, and shall be assessed 
and liable for land-tax accordingly. 

(2.) Notwithstanding anything in this section, if any person so 
entitled in reversion or remainder is also entitled in possession to any 
interest in the land or in the rents or profits thereof, or if the Com
missioner is satisfied that any life estate or other freehold estate less 
than the fee-simple has been created, whether before or after the coming 
into operation of this Act, for the purpose of obtaining exemption from 
land-tax for any person entitled in reversion or remainder, the Com
missioner may, if he thinks fit, from time to time elect to treat that 
life estate or other freehold estate as if it was a leasehold estate, 
and t~e provisions of the last preceding section shall thereupon apply 
accordmgly. 

54. (1.) Whenever two or more persons (hereinafter called joint 
myners) own land jointly or in common, whether as partners or other
Wise, they shall be asses~ed and liable for land-tax in accordance with 
the provisions of this section. _ 

(2.) The joint owners shall bf\ jointly assessed and liable in respect 
of t~e.land so owne~ l_ly them jointly or in common (hereinafter called 
the JO~t estate) _as 1~ ·It was o~ed by a single person, without regard 
to their respec~Ive mterests m the same, and without taking into 
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acc.ount any Ian~ owned by any one of them in severalty, or jointly 
or m common With any other person. 
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(3.) One special exemption only shall be allowed to such owners in 
respect of all land so owned by them jointly or in common. 

55. (1.) In addition to the assessment under the last prccedi11g Joint owners to be 

section, each joint owner shall be assessed and liable in respect of his scvorally ns•ossod 

individual i~ter~st in the joint est~te, t.og~th~r. with . any other land ~~;;, No."·, ••. 10 
owned by him m severalty, and with h1s mdividual mterests in any 
other land. 

(2.) In the case of each joint owner there shall be deducted from 
the tax so payable by him under the provisions of this section (so far 
as such tax exceeds the land-tax that would be payable by him if he 
owned no interest in any joint estate) his share of the tax so payable 
in respect of the joint estate. 

(3.) The share of a joint owner in the tax so payable in respect 
of the joint estate shall bear the same proportion to the amount of 
that tax as his interest in the joint estate bears to the whole value of 
that estate. 

56. (1.) No joint owner assessed under the two lr st preceding Limitation of 

sections shall be entitled to a greater special exemption in the aggre- spocml ••"'."!.'lions 
• • • m cml!'s of JOIIlt 

gate than the specml exemptiOn to which he would be entitled if he ownership. 

were assessed only under section fifty-five hereof, and in any such Ibid., ••··· 11 

case the Commissioner shall, if and so far as necessary, reduce the 
exemptions otherwise allowable under either of the two la~t preceding 
sections. 

(2.) For the purposes of this section, but not otherwise, any special 
exemption allowed in respect of a joint assessment shall be apportioned 
between the owners in proportion to the interest of each of them in 
the land in respect of which the exemption is so allowed. 

57, ( 1.) For the purposes of this Part of this Act all land owned Sh~""lwldorolinbi•• 
b h ll b d d ( h h h I · f h us 1f Uwv wore y a company s a e eeme t oug not to t e exc uswn o . t e own"'" ,;f tbn 

liability of the company or of any other persons) to be owned in company'•lnnd. 

common by the ·shareholders of that company in the proportions which Ibid., •••· I2 

their interests in the paid-up capital of the company bear to the total 
paid-up capital ; and the said shareholders shall be individually assessed 
and liable for land-tax accordingly in manner provided by section fifty-
five hereof, and shall be entitled to the same deduction as is therein 
provided; and all references in that section to a joint assessment shall 
be read as references to the assessment of the company. 

(2.) The term " shareholder " shall for the purposes of this and the 
next succeed· ng section include all persons on whose behalf a share in 
the company is held by a trustee or by any other person. 

(3.) No shareholder shall be liable to land-tax under this section 
if his assessable interest, calculated in accordance with this section, in 
the lands (other than business premises as hereinafter defined) owned 
by the company is less than five hundred pounds. 

(4.) "Business premises" means any piece of land included within "Buoin•" 
the area of a building used for business purposes, together with such prom"'''" "•·finl'<l 

additional land as immediately adjoins that building and is used and 
occupied in connection therewith and does not exceed in extent t.he 
area of the building itself. When any area so adjoining a building and 
used and occupied in connection therewith exceeds the area of t.h"' 

3 
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building, the Commissioner shall from time to time determine, as he 
thinks fit, what part of that adjo~ing area, .equal to the area of the 
building, shall be deemed to be busmess premises. . 

(5.) A buil~g shall ?e deel!led .to. b~ used fo! busmess pu~poses 
within the meanmg of this sectwn If It IS exclusively or prmCipally 
used, whether by the owner or by any occupier or occupiers, for the 
purposes of any business. 

58. (1.) If two or more companies consist substantially of the 
same shareholders, those companies shall be deemed for the purposes 
of land-tax to be a single company, and .shall be j.ointly assess~d a:nd 
jointly and severally liable accordingly, w1th such nght of contnbutwn 
or indemnity between themselves as is just. 

(2.) For the purposes of this section two companies shall be deemed 
to consist substantially of the same shareholders if not less than one
half of the paid-up capital of each of them is held by or on behalf of 
shareholders in the other. Shares in one company held by or on behalf 
of another company shall for this purpose be deemed to be held by 
the sharehold()rs in the last-mentioned company. · 

59. (1.) When two or more persons own land in severalty but 
occupy it jointly, whether as partners or on joint account or otherwise, 
the same land-tax shall be payable by them and by each of them as 
if they owned the whole of the said land jointly, in the proportions 
which the unimproved values of the lands so severally owned bear to 
one another, and for the purposes of this Part of this Act they shall 
be deemed to be joint owners of those lands accordingly. 

(2.) Without limiting in any way the meaning of the term " joint 
occupation," two .or more persons shall be deemed to occupy lands 
jointly within the meaning of this section if those lands are occupied, 
worked, or managed by any one or more of those persons on behalf 
of all of them or on a joint account, 9r if those lands are occupied, 
worked, or managed by any other person as trustee for or otherwise 
on behalf of all of those persons. 

60. Where an agreement has been made for the sale of land, 
whether before or after the coming into operation of this Act, the 
lmye~ shall be de.emed to be the owner of the land for the purposes 
of this Part of this Act (though not to the exclusion of the liability of 
any other person) so soon as he has obtained possession of the land 
so purchased, although the agreement has not yet been completed by 
conveyance. 

61. (1.) When any agreement has been made for the sale of land, 
whether before or after the coming into operation of this Act and 
whether the same has been completed by conveyance or not the' seller 
sh~ll be deeme~ to remain the owner of the land for the purposes of 
this Part of th1s Act. (though. not to the exclusion of the liability of 
any other person) until possessiOn of the land has been delivered to the 
purchas~r and at least fifteen per cen1;um of the purchase-money has 
been paid: . 

Provided that in any case in which possession has been so delivered, 
~ut less than fifteen per centum of the purchase-money has been paid 
1t sh!l~ be law~l for. the. Commissioner to exempt the seller from th~ 
proVJswns of this sectwn If the Commissioner is satisfied that the agree
ment for sale has been made in good faith and not for the purpose of 
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evading the payment of land-tax, and that the agreement is still in 
force. In any such case the decision of the Commissioner shall be final 
and conclusive. 

(2.) In estimating the amount of purchase-money which has been 
so paid all money owing by the purchaser to the seller and secured by 
any mortgage or other charge on the land, and all money lent to the 
purchaser by the seller, and all money owing by the purchaser to any 
other person and directly or indirectly guaranteed by the seller, shall 
be deemed to be unpaid purchase-money. 
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(3.) When by virtue of this and the last prec£ding section the buyer Tox p•y•hlo by 

and seller of land are both liable for land-tax in respect thereof, there dbudyor mday be 

h II b d 
. e ucte from 

s a e educted from the tax so payable by the seller m respect of •mount P•Y•hle by 

the land the amount of the tax payable in respect thereof by the buyer. ••11•r. 
(4.) Nothing in this section applies to any agreement of sale made, 

whether before or after the coming into operation of this Act, by a 
seller who at the date of that agreement was not the owner of land the 
unimproved value of which, including the unimproved value of the land 
so sold by him, was more than forty thousand pounds. 

62. No conveyance, transfer, declaration of trust, settlement, or No diaposition of 
other disposition of land (whether made before or after the coming into 1•nd to be offootivo 

, , . . for purposes of 
operatron of this Act) shall be effective so as to exempt the person l•nd·t•:" so Ion!!., 

making the same, so long as he remains or is in possession or in receipt P0
"

0
"

10
" rctamed. 

of the rents or profits of any such land (whether on his own account I9I7• No. 9• •••· I7 

or on account of any other person), from any land-tax which would 
have become payable in respect of that land had no such conveyance, 
transfer, declaration of trust, settlement, or disposition taken place ; 
and for the purposes of this Part of this Act the person so making the 
same shall, while he remains or is so in possession of the land or in 
receipt of the rents or profits thereof, be deemed (though not to the 
exclusion of the liability of any other person) the owner of the land. 

63. Subject to the other provisions of this Part of this Act, the Eq•~itable o~o., to 

owner of any equitable estate in land shall be assessed and liable in !'::,~;!~• "''f Ieg•l 

respect of land-tax as if the estate so owned by him were legal, but Ibid., •••· IS 

there shall be deducted from the tax so payable by him in respect of 
that estate the amount of any land-tax paid in respect thereof by the 
legal owner of the land. 

64. (1.) Any person owning land as a trustee shall be assessed T~stces to be liable 

and liable in respect of land-tax as if he were beneficially entitled to :~:i~~~~ofic•nlly 
the land, save that when he is the owner of different lands in severalty Ibid ...... I9 

in trust for different beneficial owners who are not, by reason of joint 
occupation or otherwise, liable to be jointly assessed for land-tax in 
respect of the same, the tax so payable by him shall be separately 
assessed in respect of each of those lands; and save also that when a 
trustee is also the beneficial owner of other land he shall be separately 
assessed in respect of that land and of the land of which he is a trustee, 
w1less, by reason of joint occupancy or for any other reason, he is liable 
to be jointly assessed independently of this section. 

(2.) Notwithstandmg anything in this section, a trustee may be 
assessed for land-tax in respect of the interest of any beneficiary in 
the land owned by the trustee at the rate at which the benefi?iary 
himself is liable to be assessed when, by reason of the ownership of 
other land, or his absence from New Zealand, or for any other reason, 
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the beneficiary is liable to be assess.ed at a higher rat~ than. that at 
which the trustee would be assessed !Ildependently of this sectwn. 

(3.) For the purpose of any special exemption to be allowed either 
to the trustee or to the beneficial owner the land shall be deemed tu 
be owned by the beneficial owner, and the exemption shall be allowed 
or apportioned by the Commissioner accordingly in such manner as he 
deems just and reasonable. . . 

(4.) When land is held by His Majesty in trust the benefimanes 
nnder that trust shall make returns and be assessable and liable for 
land-tax as if their interests were legal. 

65. A mortgagee in possession of land shall be de~med fo~ the 
purposes of this Part of this Act, so long as such possesswn contmues 
(though not to the exclusion of the liability of any other person), to 
be the beneficia' owner of the estate or interest which is subject to the 
mortgage, and shall be liable for land-tax accordingly; but there shall 
be deducted from the tax so payable by hin1 the amount of land-tax 
(if any) paid in respect of that estate or interest by the mortgagor. 

66. Whenever double taxation is imposed by this Part of this 
Act on the same estate or interest in land by reason of that estate or 
interest being owned or deemed to be owned by more than one person, 
and no provision is made in this Part of this Act for such a deduction 
as will prevent such doub:e taxation, the Commissioner may make such 
deduction or other adjustment as he deems just and necessary for the 
avoidance of such double taxation. 

67. (l.) Every taxpayer who on the thirty-first day of March in 
the year preceding the year of assessment is an absentee within the 
meaning of this section shall be assessed and liable for land-tax to an 
amount greater by fifty per centum than the amount for which he 
would have been assessed independently of this section, including in 
such last-mentioned amount his share of any land-tax for which he is 
assessable jointly with any other taxpayer, whether an absentee or not, 
and the annual taxing Act shall be read and construed accordingly. 

(2.) Every person shall be deemed to be an absentee for the 
purposes of this section unless he has been personally present in New 
Zealan? for at least one-half of the period of four years immediately 
.preceding the year of assessment : 

Provided that no person who has acquired all his land in New 
Zealand 'Yithin the said period of four years shall be deemed to be an 
absentee 1f he has been personally present in New Zealand for at least 
one-half of the period which has elapsed between the time when he 
first acquired any of that land and the commencement of the year of 
assessment. 

(3.) This. section s~all ~ot apply to companies, but shall apply to 
shareholders m compames, m accordance with the provisions of section 
fifty -seven hereof. 

(4.) Where any shareholder in a company is assessable us an 
absentee for land-tax in respect of the land of the company, the 
company shall be deemed for the purposes of this Part of this Act to 
be the agent of the shareholder, and shall be liable to pay on his 
behalf the land-tax payable by him so far as it relates to the land of 
the COJ?pany, and all the provisions of this Act as to agents shall apply 
accordingly: 
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Provided that no tax shall be so recovered from the company 
unless a written demand therefor has been made upon the company 
by the Commissioner within one year from the due date of the tax and 
while the taxpayer continues to remain a shareholder of the comp~ny. 

(5.) No trustee assessed as such shall be deemed to be an 
absentee. 
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68. (1.) For the purposes of land-tax every person who is the Notico to be givon 

owner of land at noon on the thirty-first day of March in any year to Commissionor of 
. ohnngo of ownorslup 

may be deemed (though not to the exclusion of any other person) to or l•nd. 

continue to be the owner of that land at noon on the thirty-first day 1917, No.9, soo. 2:1 

of March in the next succeeding year, unless written notice is given 
by him or on his behalf to the Commissioner, in accordance with this 
section, of the fact that he has ceased to be the owner of that land, 

· and of the name of his successor in title. 
(2.) Such notice shall be given to the Commissioner before the 

former owner has been assessed for land-tax, in pursuance of this 
section, for the year following that in which he ceased to be the owner 
of the land. 

(3.) The fact that the former owner has not made a return of the 
land as still owned by him, or that his successor in title has made a 
return of that land, shall not in itself be deemed a sufficient notice for 
the purposes of this section. 

(4.) Where no such notice has been given in accordance with this 
section the Commissioner may assess either the former owner or his 
successor in title, or both of them ; but the tax shall be recoverable 
from one of them only. 

· (5.) Any tax so paid by the former owner shall be deemed to be 
paid on behalf of his successor in ti tie, so far as it does not exceed the 
tax for which the successor in title might himself have been assessed 
in respect of that land, and may to that extent be recovered by the 
former owner from his successor in title accordingly. 

(6.) A former owner shall not be assessable under this section for 
any year except the year of assessment immediately subsequent to the 
year in which he ceased to be the owner of the land. 

69. (1.) Land shall be exempt from land-tax in the following Bxomption !rom 
land-tax of cortniu 

cases and to the following extent :- claases of l•nd. 
(a.) Land owned by or in trust for a local or public authority: Ibid.,scc.24 

(b.) Land owned by or in trust for a university, college, high school, 
secondary school, or other public educational institution in 
New Zealand not carried on for private pecuniary profit: 

(c.) Land owned by or in trust for a separate institution under the 
Hospitals and Charitable Institutions Act, 1909: 

(d.) Land owned b:y or in trust f~r a friendly soci~ty, a registered 
building soCiety, or a sa vmgs-bank established under the 
Savings-banks Act, 1908: 

(e.) Land owned by or in trust for a society incorporated under 
the Agricultural and Pastoral Societies Act, 1908.' and used 
by that society as a showground or place of meetmg : 

(j.) Land owned by or in trust for any company and used by that 
company as the permanent-way of a public railway or tram
way, or for yard~ and buildings used for the purposes of the 
traffic on that railway or tramway: 
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(g ) Land owned by or in trust for a society incorporated under 
· the Libraries and Mechanics' Institutes Act, 1908, ~~;nd used 

by that society as a site for the purpos~s of the soc1ety : 
(h.) Land owned by or in trust for any soc1~ty or trustees. and 

used by such society or tru~tees (otherw1s~ th~n for pnva~e 
pecuniary profit) as the s1te ?f a pubhc h~rary, pu_blic 
museum, public cemetery or bu~tal-ground, pubhc recreation
ground, or public garden, domam, or.reserve_: . . 

(i.) Land owned by or in trust for_ any soc1ety ~r mstttu~1?n esta
blished exclusivelv for chantable, educational, religwus, or 
scientific purposes of a public nature, and not carried _on for 

· private pecuniary profit_, if the. laJ?-d ~s used as a s1te for 
the purposes of that soc1ety or mstttutwn : . 

Provided that if any such site exceeds fifteen acres m 
extent this exemption shall be limited to fifteen acres thereof 
to be selected by the Commissioner : . 

(j.) Native customary land within the meaning of the Nat1ve Land 
Act, 1909. 

(2.) The benefit of the exemptions provided by this section shall 
in each case be limited to the owner specified in this section, and shall 
not extend to any other person who is the owner of any estate or 
interest in the land (whether as purchaser, lessee, or otherwise hows~
ever ), nor shall it extend to land held by an owner specified in th1s 
section in trust for an owner not so specified. 

70. (I.) Notwithstanding anything in the foregoing provisions of 
this Part of this Act, land-tax shall be chargeable in respect of the 
class of land mentioned in subsection two hereof, in so far as such 
land is not exempt from land- tax by virtue of the last preeeding 
section, at one-half the rate that would be chargeable in respect thereof 
if this section had not been passed. 

(2.) This section relates to land owned by or in trust for any 
religio~ society, ~f. such ian~ or the rents or profits thereof are used 
ex:Iu~1vely for religwus, ?hantable, or educational purposes, and if the 
pn~c1pal purpose for which that society is established is the teaching, 
mamtenance, or advancement of religion. 

Land-tax on Native Land. 
Special provisions w; 
to land-tax in oa.se 
of Native land. 

. . 7 L. (I.) No ~ative shall be chargeable with land-tax in rm;pect of 
!Us mterest m ~at1ve land unless the land is, as to his interest therein, 
m the occupatwn or possession of any person other than the Native 
owner or a trustee for him. 

1917, No.9, sec. 26 
1920, No. 35, sec. 8 
1922, No. 12, ace. 4 

. (2.) _A Nat_ive shall be chargeable with land-tax in respect of his 
mter~st m. Natn:e land a~ one-half_ o~ the rate applicable to Europ~an 
land 1f su~h Nat1ve land 1s, as to h1s mterest therein, in the occupatiOn 
ofr Phi~ssesslon of any person other than the Native owner or a trustee 
or m: . 

Provided th t N · h · · h bl . h a no atlve s all, for any year of assessment, be N a{-gea 1 e t!t an amount of land-tax in respect of his interest in 
d a .tvbl a~ Ill hxcess of one-fourth of the total revenue derived or 
fu~vda e otM that land. in respect of the year ending on the thirty-

y arc preceding the year of assessment. 
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(3.) A European shall be chargeable with land-tax· in respect of 
any mterest owned by him in Native land in the same manner and 
to the same extent as if it was not Native land save that the owner 
of. a leasehold .estate in Native land shall not b~ deemed by virtue of 
th1s Part of th1s Ac~ to be th_e owner of the fee-simple thereof. 
. (4.) If any NatJye land IS held by a trustee (not being a Native) 
m trust for the Native owner, the tax shall be payable on behalf of 
the Native owner by the trustee. In all other cases the tax shall be 
payable on ~ehalf _of the Native owner by the occupier of the land. 

(5.) This section shall apply to the trustee of a Native in the 
manner in which it applies to that Native himself. 

PART VI. 

INCOME-TAX. 
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72. (1.) Subject to the provisions of this Act, there shall be levied Inoomo.tnx 

and paid for the use of His Majesty in and for the year commencing imposed. 

on the first day of April, nineteen hundred and twenty-four, and in and 1916· No. 5• sec. 7° 
for each year thereafter, a tax herein referred to as income-tax. 

(2.) Subject to the provisions of this Act, such tax shall be payable 
by every person on all income derived by him during the year preceding 
the year in and for which the tax is payable. 

(3.) The year in which income is so derived is in this Act referred 
to as " the income year," and the year in and for which income-tax is 
payable is in this Act referred to as "the year of assessment." 

73. (1.) Income-tax shall be assessed and levied on the taxable Rates of tnx to be 

income of every taxpayer at such rate or rates as may be fixed from fixed by annnal 
. . t.n.xmg Act. 

time to time by Acts to be passed for that purpose. Ibid., sec. 80 
(2.) The Act by which the rate of income-tax is so fixed for any 

year is in this Act referred to as " the annual taxing Act." 
(3.) For the purpose of computing t-he taxable income of any tax- Deductions by 

payer, all deductions from the assessable income by way of special way nhpeeial 

• 

· h · f 'd h h . d . exompllon to bo exemptiOn as erema ter prov1 ed ( ot er t an exemptiOns un er sectiOn made in fin~t placo 

eighty-three hereof) shall to the extent of the earned income of the from carnod income. 

taxpayer be made from that income, and the balance (if any) shall, 1020· No. 35• sec. 10 

save as otherwise expressly provided in any cafe, be deducted from the 
unearned income. 

7 4. ( 1.) From the yearly assessable income of every person, other Specialoxc.mpti:m 

than a company or an absentee, there shall, for the purpose of assessing not cxcccdmg £:J(KI. 
· h · b d d t d b f · 1 t' 1017, No. U, KCc. 27 mcome-tax on t at mcome, e e uc e y way o specJa exemp wn 1920, No. 35, s••· 111 
the sum of three hundred pounds, diminished at the rate of one pound 
for every pound of the excess of that income over six hundred pounds, 
so as to leave no deduction under this section when the yearly assess-
able income amounts to or exceeds nine hundred pounds. 

(2.) " Absentee " means, in this Part of this Act, a person whose 
home has not been in New Zealand during any part of the income year: 

Provided that a taxpayer whose assessable income for the income 
year does not exceed three h~dred p~unds shall n~t be d~emed to be 
an absentee within the meanmg of th1s Part of this Act 1f the Com
missioner is satisfied that the absence of the taxpayer from New Zealand 
during the.income year has been for the sake of his or her health, or 



24 1923, No. 21.] Land and Incorne Tax. [14 GEo. V. 

of the health of the husband or wife, as the case may be, or of any 
child of the taxpayer. . . . 

Special exemption 75. (I.) In addition to the speCial exemptiOn provided for by the 
in respect of last preceding section, a further sum of fifty pounds sh.all be deducted 
dependent children. bl f by way of special exemption from the yearly assessa e mcome o every 
1916, No.5, sec. 82 h f h' h '}} 
1917, No.9, sec. 28 person, other than an absentee, in respect of eac o IS c I c ren or 
1920• No. '

15
• sec. 

11 grandchildren who at the end of the inco.me year are under the age of 1922, No. 12, SPC. 8 

Special exemption 
in respect of 
Mntributions 
towards support. of 
widowed mother. 

1920, No. 35, sec. 13 

eighteen years and are dependent upon him: 
Provided that a special exemption for any year shall not be allowed 

to any taxpayer in respect of any grandchild if !ln exemption in resp.ect 
of such child has been allowed for that year to either parent of the chlid. 

(2.) Where the father of any child is entitled to a special exe~ption 
under this section, no such deduction shall also be made from the mcome 
of the mother. 

(3.) In this section the term "children " includes stepchildren. 
76. Every person, other than an absentee, shall be entitled to a 

deduction by way of special exemption from his assessable earned 
income of the amount contributed by him during the income year (not 
exceeding in the aggregate fifty pounds) towards the support of his 
widowed mother : 

Provided that where claims under this section are made by two 
or more persons for deductions by way of special exemption exceeding 
fifty pounds in the aggregate in respect of contributions towards the 
support of the same person the Commissioner shall not allow a greater 
exemption in the aggregate than fifty pounds, to be apportioned among 
the several taxpayers in such manner as the Commissioner thinks fit. 

Rpccialexcmption 77. (I.) Every person, other than an absentee, who has effected 
in respect of an insurance on his own life for his own benefit or for the benefit of hi's 
insurance 
premiums. wife or. children ~hall be enti~led to a deduction by way of special 
1916, No. ?·,sec. 83 ~xemp~wn from his. assessable mcome. of the amount of premiums pair! 
1920, No. ·1·'· sco. 12 m the mcome year m respect of that msurance. 

Certain incomes to 
be wholly exempt 
from taxation. 
1916, No. 5, sec. 84 
1920, No. :-J5,_ sec. 14 
1921, No. 25,. 
sees. 6 and 7 

(2.) Every person, other than an absentee, who is a contributor to 
the National Providen.t Fund, o; to any superannuation fund, or to the 
msurance ftmd of a fnendly society, shall be entitled to a deduction by 
way of special exemption from his assessable income of the amount of 
his contributions during the income year. 

. (3.) :rhe deductio~s by way of special exemption provided for in 
this sectwn shall not 1!1 any case exceed in the aggregate fifteen per 
centum of the earned mcome of the taxpayer, or in cases where the 
total income of the taxpayer from all ~ources does not exceed two 
thousand pounds, then fifteen per centum of that ii'come. 

78. The following incomes shall be exempt from taxation :-
(a.) The salary and emoluments of the Governor-General in respect 

of his office : 
(b.) The inco~e, other than income received in trust, of a local 

authonty, or of any public authority other than the Public 
Trustee a!ld the State Advances Superintendent: 

(c.) Income denved from sinking funds in respect of the public 
de?t or of the debt of any local authority : 

(d.) The mcome of a buildil:g society under the Building Societies 
Act, 1908, or of a savmgs-bank under the Savings-banks Act 
1908: • 
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(e.) The income of a separate institution under the Hospitals and 
Charitable Institutions Act, 1909 : -

(f.) Income derived by any person from any pension under the 
War Pensions Act, 1915: 

(g.) Dividends and ?th~r profits d~rived from shares or other rights 
of membership m comparnes, other than companies which 
are exempt from income-tax: 

(h.) Income derived by a person who is not (within the meaning 
of this Part of this Act) resident in New Zealand, from stock 
or debentures which have been issued by the Government 
of New Zealand, or by any local or public authority, or by 
the Public Trustee acting as the agent of a land-settlement 
association under the Land Settlement Finance Act, 1909, 
and the interest on which is payable out of New Zealand: 

(i.) Income derived by the trustees of a superannuation fund: 
(j.) The income of a friendly society, except so far as derived from 

business carried on beyond the circle of its membership : 
(k.) Income derived by trustees in trust for charitable, religious, 

educational, or scientific purposes of a public nature within 
New Zealand, or derived by any society or institution esta
blished exclusively for such purposes and not carried on for 
private pecuniary profit : 

Provided that if the aforesaid purposes are not limited 
to New Zealand the Commissioner may apportion the income 
in such manner as he deems just and reasonable between 
such purposes within New Zealand and the like purposes out 
of New Zealand, and may allow to the trustees, society, or 
institution a partial exemption accordingly : 

(l.) Income derived by any owner of land in respect of the OJ. tno8. No. us, 
profits derived from the direct use or cllltivation thereof, sec. 14 1•> 

save that this exemption shall not apply with respect to 
any profits or gains referred to in paragraphs (d) and (e) 
of the next succeeding section : 

(m.) Income expressly exempted from income-tax by any other Act 
to the extent of the exemption so provided. 

79. (1.) Without in any way limiting the meaning of the .term, the Ite~s deom~d to 

assessable income of any person shall for the .~urp?ses of t!lls _t\ct be !':.~::.:'lbf:fn~~mo. 
deemed to include, save so far as express proVIsion IS made m this Act 1916, No. 5, sec. 85 

25 

to the contrary- 1917, No.9, sec. 29 
' ' d ' d f b ' 1922 No. 12 sec. 10 (a.) All profits or gams enve rom any ust;ness: . · • 

(b.) All salaries, wages, or allowances (whet?er m cash or otherwise), 
including all sums received or receivable b:f wa_y of bonus, 
gratuity, extra salary, or emolument of a~y kind, m respect of 
or in relation to the employment_or serVIce of the taxpayer: 

(c.) All profits or gains derive~ fr?m the s~le or disposition of 
land or any interest therem, 1f the bus~ess of the taxpayer 
comprises dealing in such prop~rty, or 1f th~ pr~pert,y was 

. acquired for the purpose of selling or otherwtse disposmg of 
it at a profit : 

(d.) All profits or gains derived from the extraction, removal, or 
sale of Ininerals or timber, whether by the owner of land 
or by any other person : 



26 

OJ. 1908. No. 95, 
•••. 79 (g) 

1912, No. 10, 
sec.l6(3) 

How ll8SC!$8able 
income to be 
calculated. 

1916, No. 5, sec. 86 
1917, No.9, sec. 30 
1920, No. 35, 
secs.l7,30 
1922, No. 12, sec. 11 
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Provided that in the case of profits or gains derived as 

aforesaid from the removal or sale of timber or coal a deduc
tion shall be allowed equal to the cost of the timber or coal 
removed or sold by the taxpayer during the income year: 

(e.) All profits or gains derived from the business of dealing 
in live-stock, meat, butter, cheese, or wool, or in grain, 
fruit, or other crops, being the natural products of land 
(other than flax) carried on by any person other thau the 
owner of that land : 

Provided that when the taxpayer is the owner of other 
land, which being used for purposes of the said business, 
is not in itself sufficient for the full sustenance of such 
live-stock or production of such other products, then the 
Commissioner shall assess for income-tax only the profits 
derived from dealing in so much of the above-named 
live-stock or products as is in excess of the capacity of 
the said land to fully sustain or produce: 

(f.) All rents, royalties, fines, premiums, or other revenues (includ
ing payments for or in respect of the goodwill of any 
business, or the benefit of any statutory license or privilege) 
derived by the owner of land from any lease, license, or 
easement affecting the land, or from the grant of any right 
of taking the profits thereof : 

(g.) All interest, dividends, annuities, and pensions : 
(h.) Income derived from any other source whatsoever. 
(2.) For the purposes of this Act the term "earned income" shall 

be deemed to include-
( a.) All income as defined in paragraph (b) of the foregoing provi

sions of this section ; and 
(b.) All other income derived from any source by a taxpayer (not 

being a company, or a public or local authority) by reason 
of his personal exertions. 

80. (1.) In calculating the assessable income derived by any 
person from any source no deduction shall be made in respect of any 
of the following sums or matters:-

(a.) T~e repair of premi~es, or the :epair, alte:ation, or supply of 
~mplements, utens1ls, or machinery used m the production of 
mcome, beyond the sum usually expended in any year for 
those purposes : 
. Provided tha~ in cases _where depreciation of such 
rmplements, utens1ls, or machmery, whether caused by fa· 
wear-~md-tear or ~y the fact of such implements, utensils, ~~ 
macdhinb ery b~conuthng0 obso~e~ or useless, cannot be made 
goo y repa1r, e OIDIDlsswner may allow such d d t• 
as he thinks just : e uc lOll 

Provided also that where the Commissioner has, for 
~ny year o~ assessm~nt (whether before or after the comin 
mto operatwn of this Act) allowed a deduct· · g 

f th d · · 1on m respect o e eprec1atwn of any implements t .1 h. d th , u ,enst s or mac mery, an e taxpayer at an t· ' 
~ells such implements, utensils, or mfchin:; a~fterwa~ds 
m excess of the amount to which the val f th a prtce 

ue o ose assets 
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has been reduced by such allowance, the Commissioner may 
m_ake a revised assessment for that or any subsequent year 
wrth_out allowing such ~eduction or without allowing such 
portron thereof as he thinks fit, and may recover the addi
tional amount of income-tax accordingly : 

(b.) Investment, expenditure, loss, or withdrawal of capital ; money 
used or intended to be used as capital ; money used in the 
improvement of premises occupied; interest which might 
have been made on such capital or money if laid out at 
interest: 

(c.) Bad debts, except debts which are proved to the satisfaction 
of the Commissioner to have become bad and to have been 
actually written off by the taxpayer in the income year: 
L1~;,. Provided that all amounts at any time received on 
account of any such bad debt shall be creruted as income 
in the year in which they are received, and shall be subject 
to tax accordingly : 

(d.) Any expenditure or loss recoverable under any insurance or 
contract of indemnity : 

(e.) Payments of any kind made by a husband to his wife or by a 
wife to her husband : · 

(f) Rent of any dwellinghouse or domestic offices, save that, so far 
as such dwellinghouse or offices are used in the production 
of the assessable income, the Commissioner may allow a 
deduction of such proportion of the rent as he may think 
just and reasonable : 

(g.) Land-tax or income-tax: 
(h.) Interest, except so far as the Commissioner is satisfied that 

it is payable on capital employed in the production of the 
assessable income. 

(2.) In calculating the assessable income of any person deriving 
such income from one source only, any expenditure or loss exclusively 
incurred in the production of the assessable income for any income 
year may be deducted from the total income derived for that year. 
In calculating the assessable income of any person deriving such income 
from two or more sources, any expenditure or loss exclusively incurred 
in the production of assessable income for any income year may be 
deducted from the total income derived by the taxpayer for that year 
from all such sources as aforesaid. Save as herein provided, no deduc
tion shall be made in respect of any expenditure or loss of any kind for 
the purpose of calculating the assessable income of a~y taxpayer. 
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81. (1.) Nothing in this section shall apply With respect to any Lo~osincurrodin 
1 ' d b · t th · th fi t bnsmcss may be set oss mcurre y a taxpayer prror o e year co=encmg on e rs off against profits 

day of April, nineteen hundred and twenty-three. eamc~ within three 

(2.) For the purposes of this section any loss incurred by a tax- followmg years. · 
. d . h h . . f th' I922, No. I2, sco. 6 

payer shall be ascertained m . accor. ance wit t e provrsrons o IS 

Act for the calculation of assessable mcome. 
(3.) Notwithstanding anyt~g to the contr~ry: in the last precerli~g 

section, any taxpayer who satisfies the Com~ssroner tha~ he has m 
any year incurred a loss in any busin~ss carrred on by him shall be 
entitled to claim that such loss be carrred forward, and, so far as may 
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1921, No. 25, sec. 13 
1922, No. 12, sec. 13 
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1916, No.5, sec. 87 
1917, No.9, sec. 31 
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be, deducted from or set off against his assessable income for the three 
following years : . . . . 

Provided that any relief under this sectwn shall be giVen so far as 
possible from the first assessment within the aforesaid period of three 
years, and, so far as it cannot then be given, shall be given from the 
next assessment, and so on. · 

82. In calculating the taxable :ncome of any employer the Com
missioner may allow a deduction of any amount set aside or paid by 
the employer as or to a fund to provide individual personal benefits, 
pensions, or retiring-allowances to employees of that employer : 

Provided that a deduction shall not be allowed under this section 
uuless the Commissioner is satisfied that the fund has been established 
or the payment made.in such a manner that the rights of the employees 
to receive the benefits, pensions, or retiring-allowances have been fully 
secured. 

83. (1.) When any land in which a taxpayer owns an interest, 
or any portion of such land, has throughout the income year or any 
portion thereof been actually used by the taxpayer exclusively for the 
purposes of his business or for the J?urpose o_f deriving rent, royalties, 
or other profits therefrom, he shall be entitled, by way of special 
exemption, to deduct from the assessable income derived by him during 
the income year, so far as derived from such use of the land, a sum 
computed in respect of the perio~ of such use at th~ rate ~f five per 
centum per annum on the capital value for the ttme bemg of his 
interest in the land or in the portion thereof so actually used by him 
as the case may be, and income-tax shall be assessed and payabl~ 
accordingly. 

(2.) When a taxpayer has so used any land or any portion thereof 
partly for the purposes aforesaid and partly for other purposes, he shall 
be entitled to deduct such proportion of the amount which would have 
been allowable under the last preceding subsection, had the use been 
exclusively for the purposes aforesaid, as the Commissioner determines 
in his discretion, to be justly proportionate to the use so made of th~ 
land for the purposes aforesaid. 

(3.) When the capital value as appearing in the district valua
~ion roll in force under th~ Valuation of Land Act, 1908, includes the 
mterest of the taxpayer m any other land the Commissioner shall 
apportion the capital value as so appearing on that roll in such 
manner as he thinks just and reasonable between the two areas of land 
and the ded~ction provided_ for by this section shall be computed ~ 
accordance With that apportwnment. · 

(4.) T?ls sec_tion shall apply only to the interests actually owned 
at law or m eqmty by the taxpayer, and shall not extend to inte t 
constructively deemed to be owned by him for the purposes of r~h/ 
Act. 5 

. (5.) For the puryoses of this section the term "capital value" 
wtth respect to the mterest of a taxpayer in any land has th ' 
meaning as in the Valuation of Land Act, 1908. ' e same 

84. (1.) Subject to the provisions of this Act allt'nc d · d 
b h · 'd . ' orne enve y any person w o rs rest ent m New Zealand at the t' h h 
d . th . h ll b rme w en e 

1916,.No. 9, seo. 88 
ertves at mcome s a e assessable for income-tax wheth · . 

derived from New Zealand or from elsewhere. ' er It IS 
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(2.) Subject to the provisions of this Act, all income derived from All inoomo 
New Zealand shall be assessable for income-tax, whether the person nssossnblo ~f derived 

d · . h · . 'd . N Z j d j from Now Zenlnnd. envmg t at illcome IS resi ent ill ew ea an or e sewhere. 
(3.) Subject to the provisions of this Act, no income which is 

neither derived from New Zealand nor derived by a person then resi
dent in New Zealand shall be assessable for income-tax. 

85. Any company resident in New Zealand and carrying on busi- Spccinl provi•ious 

ness exclusively in any of the islands of the Pacific Ocean, not being •• to rc~idcut . 
· · h · h II b bJ f . . compames cnrrvmg Bntis possessiOns, s a e assessa e or illcome-tax only ill respect on busincsa out of 

of such part of its income as is received in New Zealand. New Zealand. 

86. (1.) A person other than a company shall be deemed to be ~~22' Nfo. 
12~ sec. 

7 

resident in New Zealand within the meaning of this Part of this Act if ho';;~~te:':
1

in~~r· 
his home is in New Zealand. 1916, No.5, sec. SP 

(2.) A company shall be deemed to be resident in New Zealand 
within the meaning of this Part of this Act if it-
Ell (a.) Is incorporated in New Zealand; or 
Ill (b.) Has its head office in New Zealand. 
11 (3.) The head office of a company means the centre of its adminis
trative management. 

87. Subject to the provisions of the next succl'lrding section, the Clnssos ol income 
following classes of income shall be deemed to be derived from New deemed to ~cdcrived 

Z 
j d . from Now Zealand. 

ea an .- d . d b . . d . Z I d Ibid., sec. 90 
(a.) Income enve from any usilless carne on m New ea an : 
(b.) All salaries, wages, allowances, and emoluments of any kind 

earned in New Zealand in the service of any employer or 
principal, whether resident in New Zealand or elsewhere: 

(c.) Income derived by any person as the owner of land in New 
Zealand: 

(d.) Income derived by any person from any mortgage of land in 
New Zealand: 

(e.) Income derived from shares in or membership of a New Zea
land company, or from debentures issued by a New Zealand 
company or by a local or public authority : 

(f.) Income derived from debentures or other securities issued by 
the Government of New Zealand, or from any contract made 
with that Government : 

(g.) Any pension or annnity payable by the Government of New 
Zealand, or out of any superannuation fund established in 
New Zealand : 

(h.) Income derived from money invested in the Common Fund of 
the Public Trust Office or the Native Trust Office: 

(i.) Income derived from ~he sale or o~her dis_(Josition ;>f any pro
perty, co!Poreal or mcorporeal, _situated m New Zealand : 

(j.) Income denved from money lent m New Zealand: 
(k.) Income derived by a benefic!ary ~der any trust, so far as the 

income of the trust fund IS denved from New Zealand: 
(l.) Income derived from contracts made or wholly or partly 

performed in New Zealand : . . 
(m.) Income derived from the carriage by s_ea of merchandise, mails, 

or passengers s¥pped or ~m~arked ill New Zealand: . 
(n.) Income derived directly or illdirectly from any other source ill 

New Zealand. 
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88. Whenever by reason of the Ill:anufac~ure, production, or pur
chase of goods in one countr:y and their sale m ~not~er, or by rea~on 
of successive steps of productwn or manufacture m different countries, 
or by reason of the making of contracts in one country and their 
performance in another, or for any other reason whate_ver, the source 
of any income is not exclusively in New Zealand, that mcome shall be 
apportioned between its source in New Zealand and ~ts source elsewher_e, 
or attributed to one of such sources to the excluswn of the other, m 
such manner as may be prescribed by regulations made under this Act ; 
and in default of such regulations, or so far as they do not extend, then 
in such manner as the Commissioner thinks just and reasonable, having 
regard to the nature and relative importance of the sources of that 
income ; and the income, so far as so apportioned or attributed to 
a source in New Zealand, shall be deemed to be derived from New 
Zealand, and shall be assessable for income-tax accordingly. 

Income not derived 89. (1.) Income derived by a person resident in New Zealand but 
from New Zealand not derived from New Zealand shall be exempt from income-tax if and 
exempt If chargeable h C · · · · fi d h · · d · d f 
with tax in other so far as t e omnnsswner IS satls e t at It IS enve rom some 
~nrt.of British other country within the British dominions and that it is chargeable 
1~:~~:.·92 with income-tax in that country. 

Income credited 
in account or 
capitalized, &c .. 
deemed to have 
been received for 
purposes of this Act. 
Ibid, sec. 93 

Special provisions 
with respect to 
income of banking 
companies. 
Ibid., sec. 94 
1917, No.9, sec. 33 
1921, No. 25. aeo. 3 

(2.) In determining the country from which income is derived the 
Commissioner shall apply the same rules, with the necessary modifica
cations, as are applicable in determining whether income is derived from 
New Zealand. 

(3.) In this section" income-tax': m~ans, in r~sl?ect of any country 
other than New Zealand, any tax which m the opunon of the Commis
sioner is substantially of the same nature as income-tax under this Act. 

90. For the purposes of this Act every person shall be deemed 
to have derived income although it has not been actually paid to or 
received by him, or already become due or receivable, but has been 
cre<J.!.ted in accoimt, or r.einyested, ?r accumulated, or capitalized, or 
carried to any reserve, smking, or msurance fund, or otherwise dealt 
with in his interest or on his behalf. 

91. Notwithstanding anything to the contrary in this Act the 
taxable income of a ban~ing company shall in each year be de~med 
for all the purposes of this Act to be a sum equal to thirty shillings in 
every hundred porinds of the average of its total assets and liabilities 
for the four quarters of the year according to the sworn statements 
publ~shed in t~e Gazette as req~red by law, less an amount equal to 
the mcome denved by the banking company on its own account durin 
~hat year as interest .on any .debentures or other Government securitie~ 
if and so far ~ such mcome lS expressly exempted from income-tax b 
any Act, and ';llcome-tax shall. be pay~ble accordingly. Y 

Specialprovisiona 92. (~.) The last prccedmg sect.wn shall not apply to a banl · 
:~;~::·~eni'! certain company m and for any year durmg t~e first ten years afte;mi~ 
cases. hzas

1 
cod~£ enhcedC to . c~~;rry ~n th.efi busmess of banking in New 

1917, No.9, seo. 34 . ea an 1 t e omnnsswner IS sat1s ed that its business of bankin 
m New Zealand for that year has resulted in a loss or has d dg 

fit I th th f · ' pro uce a pro ess an e amount o Its taxable income fo th t 
computed in the manner prescribed by the said section. r a year, 

(2.) In any case where pursuant to this section the tax bl · 
f b nkin · a e mcome o any a g company IS computed otherwise than in the manner 
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presc~ibed by ~he last prec.erling section, that company shall be assessed 
and !~able fo~ mcome-tax m the sam.e manner as if it were a company 
carrymg on m New Zealand a busmess other than the business of 
banking. 

93. Notwithstanding anything to t.he contrary in this Act, the Specinl provision• 

following provisions shall apply to the income of a compan'T carrying ~ith rcspc?t to 

th b · · · . l J • mcome of msurance on e usmess of msurance or guarantee agamst oss, damage, or nsk con.pnnies. 

of any kind whatever, except life assurance :- 1916, No.5, sec. 95 

(a.) The assessable income of such a company shall not include ;t.\~17' No.
9' 

income derived from insurance business carried on out of Cf. 191R, No.4, 

N Z I d sec. 22 
ew ea an : CJ. 1921, No. fi, sec. 7 

(b.) The income of such a company shall not include sums recovered 
from companies which do not carry on business in New 
Zealand in respect of losses on risks reinsured with such 
companies, and no· deduction shall be allowed from such 
income in respect of premiums paid for reinsurance with 
companies not carrying on business in New Zealand. 

94. (I.) The corporation sole established under the State Fire State Fire 

Insurance Act, 1908, under the style of " The State Fire Insurance Insura~ce Office 

G I M " h II b l' b · · h to pay mcome·tax. :.enera .c anager s a e 1a le to mcome-tax m t e same manner 1917 No. 9 sec. 35 
in all respects as if it were a company to which the last preceding 1919: No. 52. sec. 26 

section applies, save that nothing in paragraph (b) of that section shall 
apply to the said corporation. 

(2.) All moneys payable as income-tax by the said corporation 
shall be paid without further appropriation than this Act out of the 
State Fire Insurance Account. 

95. (I.) Notwithstanding anything to the contrary in this Act, Sf?Ccinl pro•·iaions 

the taxable income of any foreign company carrying on the business ~v•th rcspef eft 1~ 
f l'f · h 11 b d d 1. l . l . mcome o ormgn o 1 e msurance s a e eeme to oe a sum equa to 1ts tota mcome insurance 

from investments of any kind out of New Zealand held by or on behalf companies. 

of its New Zealand branch and from investments of any kind in New ~~:~; ~~: g; !:~: ~~ 
Zealand, diminished by an amotmt equal to two per centum of its 1920, No. 35, sec. 19 

investments in New Zealand the income from which is not exempt 
from taxation, and income-tax shall be payable on that sum accordingly. 

(2.) The Government Life Insurance Department shall for the 
purposes of income-tax be deemed to be a New Zealand company, and 
shall be assessable and chargeable with incomP-tax accordingly. 

96. Unless otherwise provided in the annual taxil1g Act for any Partial exemption 

Year the amount of income--tax payable by any company carrying· on of insur~n•1• ·' . • . compames rom 
the business of life insurance (other than mcome-tax payable m respect income-tax. 

of income derived from debent.ures issued by. a company or by a local 19~1, No.6, sec. 7 
or public authority) shall he one-half the amount that would be payable 19

-
1' No. 

26
' sec. 

10 

by the company if this section had not been passed. 
· 97. (I.) .Notwithstanding anything to the contrnry in this Act, Special pro,·i~ions 

if the Commissioner is satisfied that the sole or _rrincipal source of :;:g~dm;,\'~';,'1';;. 
the income of a company, whether incorporated. m New Zealand or mining or scheelitc

elsewhere, is the business of g?ld-mining or scheelite,-mining in New ~::~~~o. 5, sec. 97 
Zealand the taxable income denved by that company m any year shall 
be dee~ed to be one-half of. the tota.l sum paid as dividends during 
that year to the shareholders of the company, and the company shall 
be assessed and liable accordingly. 
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(2.) The term " dividends " includes all sums distributed in any 
manner and under any name among shareholders of a company on 
aceOlmt of profits made by t.he company. 

98. (1.) If the Commissioner is satisfied with respect to two or 
more companies consisting substantially of the same shareholders or 
1mder the control of the same persons that the separate constitution 
of those companies is not bona fide for the purpose of more effectively 
carrying out their objects, but is for the purpose of reducing their 
taxation, the Commissioner may, for the purposes of.income-tax, treat 
those companies as if they were a single company, and in any such 
case those eompanies shall be jointly assessed and jointly and severally 
liable, with such right of contribution or indemnity between themselves 
as is just. 

(2.) For the purposes of this section two companies shall be deemed 
to consist substantially of the same shareholders if not less than one
half of the paid-up capital of each of them is held by or on behalf of 
shareholders in the other. Shares in one company held by or on behalf 
of another company shall for this purpose be deemed to be held by the 
ahareholders in the last-mentioned company. 

99. (1.) If the Commissioner is. satisfied with respect to a share
holder in any company liable to income-tax that the total income of 
that shareholder from all sources, whether in New Zealand or elsewhere, 
:luring the income year did not exceed four hundred pounds, the Com
missioner may pay to the shareholder an amount equal to the difference 
between the amOlmt of tax paid or payable by the company in respect 
of an amount of its income equal to the dividends paid by it to the 
shareholder and the amount of tax that would have been payable by 
the shareholder in respect of those dividends if they had formed part 
of his taxable income : 

Provided that no payment sha.ll be made by the Commissioner to 
any shareholder, pursuant to this section, of such an amount that the 
total amount received by that shareholder by way of dividends on his 
shares, together with the payment under this section, shall exceed six 
per centum of the total amOlmt paid up in respeet of his shares. 

(2.) If the Commissioner is satisfied. with respect to the holder of 
any debenture or debentures issued by any local or_public authority or 
by any company that the aggregate amount of mcome-tax paid or 
payable by or on behalf of the debenture-holder (including the tax 
paid in respect of interest on debentures) exeeeds the amount of tax 
that would have been payable by him if the interest received by him 
on those debentures h!td formed part of his taxable income, the Com
missioner shall, on application by the taxpayer, pay to him the amount 
of the excess. . 

. (3.) N othing_in the last preceding subsection shall apply with respect 
to mcome-tax pard by a company pursuant to any such contract agree
ment, or a:rangement ~sis menti?ned _in section one hundred and s~vent _ 
one hereof, and the sard subsection (m so far as it applies to tax a'd r 
respect of interest on debentures) is hereby declared to he ap~· 1 

bit 
only to such tax as !s paid by the company as the agent ~~ath: 
debenture-holder and rs deducted by the compan'' from th · t · · h ' J e m erest 
expressed by t e debenture to be payable to the debenture-holder. 
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(4.) Al_l paJ?lents made by the Commissioner under tills section 
may be pmd as 1£ the:r were refunds of tax paid in excess. 
com ~~0·. In calculatJ~g the assessable incon;e of ~ny co-opl.'rative Special provisions 

. P Y. Incorporated m New Zealand and havmg for 1t8 object or one "ith respect to 
of Its obJects the manufacture of cheese dried milk b tt th mcome or . 
shall b d d fbi IT ' > Or U ' er > ere CO·operatlVO dn1ry 

33 

: . e. e uc I e om the gross income of the company in so far as companies. 

1t ·~k der1ved from the treatment, mnnufar.ture, and sale of products of 1921, No. 25, seo. 6 

Ill! :, an a~ount equal to the amollllt paid or payable by the compan 
dunng the m~ome. year to supp~iers of milk to the company, so far fs 
such. amount ~s pard or payahle m respect of milk or butterfat supplied 
afnd ~s apportiOned among the suppliers in proportion to the quantitv 
o m1lk or hutterfnt supplied by them. " 

101. (1.) When income is derived by two or more persons jointly Special provisions 
as partners, co-trustees, or otherwise the following provisions shail ~ith respe~t to 
npph' ·- mcorne denved 

J • jointly by partners, 
(a.) In the case of trustees, they shall make a return of that income co-trustees, &c. 

and s?all be jointly assessable thereon and jointly and sever~ ::~~ ~~: f2.":."~.~~ 
ally hable for the tax so assessed: 

(b.) In the case of partners- . 
(i.) They shall make a joint return of the income of the 

firm, setting forth the amount of that income and the shares 
of the several partners therein : 
. (ii.) Each partner shall make a separate return of all 
mcome derived by him and not included in any such joint 
return : 

(iii.) There shall be no joint assessment, but each 
partner shall be separately assessed and liable for the tax 
payable on his total income, including his share of the 
inr::ome of any fi.rm in which he is a partner : 

(c.) In any case other than that of co-trustees or partners, each 
person by whom income is so derived shall include in his 
retum the amount of his share iu the joint income, and shall 
be assessed and liable accordingly. 

(2.) For the purposes of this Act a husband and wife carrying on 
business together shall not be deemed to be carrying on business as 
partners, unless in fact they are carrying on business under a deed of 
partnership. 

102 With respect to income derived bv a trustee the following Special provi•ions 

Pl'O .. ' h 11 1 . " with respect to · VISIOnS S a app y .- income deri>ed by 
(a.) If and so far as the income of the trustee is also income derived trusteee. 

by a beneficiary entitled in possession to the receipt thereof 1~16, No. 5, sec. 99 
" d · th · t} t t 1920, No. 35, sec. 20 under the trust urmg e same mcome year, te rus ee 

shall in respect thereof be deemed to b~ the ag~nt of that 
beneficiary, and shall be assessable and hable for mcome-tax 
thereon according! v, and all the provisions of this Act as to 
ageuts shall, so fa; as applicable, apply a~cordingly : . 

(b.) If and so far as the income of the trustee Is not also mcome 
derived by any beiteficiary as aforesaid, the trustee shall be 
assessable and liable for income-tax on that income in the 
same mauner as if he was beneficially entitled thereto, save 
that the rate of tax shall be computed by reference to that 
income alone, and that, except as otherwise provided herein, 

5 
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the trustee shall not be entitled to any deduction by way 
of special exemption under sections seventy-four to seventy
seven of this Act. In any case where income is held by 
the trustee in trust for the maintenance and education of 
children the same deductions by way of special exemption 
shall be allowed as if the tmstee were benefieially entitled 
and as if the children were the children of the trustee : 

(c.) The trustee shall in every case make a retum of the whole 
income so derived bv him as tmstee, and each such return 
shall be separate and distinct from any return of income 
derived by him under any other tmst or in his own right : 

(d.) Nothing in this section shall be so constmed as to exempt a 
beneficiary from any income-tax which would be payable by 
him had he derived the income to which he is entitled under 
the tmst directly instead of through a tmstee. 

Special provisions as 103. When any person in New Zealand, on behalf of a principal 
tore~ident a~ents of resident or canving on business out of New Zealand is instrumental 
prmCipals restdent . . " · · ' h d" 
or carrying on m procurmg the purchase from that pnnc1pal of goods or mere an 1se 
busine•.• out of New which are in New Zealanrl or are to be imported into New Zealand in 
~;~~:n:~. 5, sec. 100 pursuance or in consequence of such purchase, whether ~h~ contract ?£ 

Speoial provisions 
as to commission 
agents. 
Ibid .• sec. 10 I 

purchase is made in New Zealand or elsewhere, the pnnc1pal shall ll• 

respect of the sale by him of such goods or merchandise be deemed to 
be canying on business in New Zealand through the agency of that 
person ; and the income derived from such business shall be deemed 
to be derived from New Zealand, in the same manner and to the same 
extent as if the contract had been made in New Zealand, and shall be 
assessable for income-tax accordingly, and the agent, shall make returns 
and pay tax accordingly. 

104. (1.) In this section the term "commission agent" means 
any person who carries on in New Zealand by himself or by any person 
on his behalf the business of making commission agency contracts in 
New Zealand or of procuring such contracts to be made with him else-
where. 

"Commission agency (2.) In this section the term "commission agency contract" means 
contract" defined. a contract by which any person is aut.hori:led to sell out of New Zealand 

any goods or merchanrtise on commission or otherwise on behalf of any 
person resident or carrying on business in New Zealand. 

(3.) The income derived by any commission agent in the perform
ance out of New Zealand of commission agency contracts so made or 
procured in New Zealand shall, subject to auy apportionment which 
may be made under this Act in respect of its source out of New Zea
land, be deemed to be derived by him from the business so carried on 
in New Zealand, and income-tax shall be payable thereon accordingly. 

Pr_ovL<ions as to 1q5. ~en the Commissioner is satisfied that any person carrying 
prmc•1P~l and agent on busmess m New Zealand (herein called the agent) is so far under 
m cer am cases. h . 
1920, No. 35, sec. 22 t e control of any other person carrymg on business in New Zealand 

or elsewhere (herein called the principal) that the relation between them 
is in effect that of agent and principal, he may ·trea.t the first-mentioned 
business as that of the principal, and as beina carried on by the agent 
on his behalf, ann. may require re~ur~s to be made, and· may make 
assessments accordmgly, and the prmc1pal and agent shall be liable for 
income-tax accordingly. 
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106. (l.) 'Vhere any person in New Zealand enters into a contract lncome~tax payable 

of insurance or guarantee against loss, damage, or risk of anv kind in rtespetct off 

h 1 • • • • J conraoso 
w atever (not oerng a contract of life msurance) With any person or in_surancc effected 

forei~ company not carrying on business in .New Zell:land, such last- ;:·,~:,.·;;;:;;:;,,::~ios 
mentiOned person or such company shall be liable to mcome-tax at a not carrying on 

t f fi t f h f · 'd b[ J bu•incss in New ra e o ve per cen urn o t e amount o prenuum pal or paya e )y Zealand. 

such first-mentioned person in respect of such contract. 1921, No. 25, sec 9 

(2.) Where the amount of premium paid or payable in respect of ID22• No. 12• sec. 12 

any such contract is not disclosed, t.he amount shall be deemed to be 
the same amount as would be chargeable in respect of a similar contract 
of insurance or guarantee effected with a company carrying on business 
in New Zealand. 

(3.) Every person who enters into a contract of insurance or 
guarantee as aforesaid shall for the purposes of this Act be deemed 
to be the agent of the person or foreign company with whom such 
contract is made, and shall make returns and be assessable and liable 
for income-tax accordingly. 

(4.) Every person who exports any goods from New Zealand shall, 
on making entry therefor under the Customs Acts, state in the entry 
whether or not such goods are insured, and, if so, the name and descrip
tion of the person or company with whom such goods are insured, and 
the amount of the premium payable in respect thereof. 

. (5.) A copy of every such entry shall forthwith be transmitted to 
the Commissioner by the Collector of Customs. 

107. (1.) When income is derived by any person in any year by Income received in 

way of fines premiums or payment for goodwill on the grant of a anticip~tion may be 
. ' ~ . , , apporttoned by 

lease, or m any other like manner by way of anticipatiOn, the Com- Commissioner. 

missioner may, if he thinks fit in his discretion, at the request of that 1916, No.5, sec. wa 
person during the next succeeding year, apportion that income between 
the income year and any number of subsequent years not exceeding 
five, and the part llO apportioned to each of those years shall be .deemed 
to have been derived in that year, and shall be assessable for mcome-
tax accordingly. 

(2.) Any such apportionment ~ay be at any tim~ cancelled by the 
Commissioner, and thereupon the mcome so apportiOned or the part 
thereof on which income-tax has not yet been pa1d shall become assess
able for income-tax as if derived during the year preceding that in 
which the apportionment was so cancelled. . . 

(3.) Any such apportionment made before the conung mto opem
tion of this Act under the corresponding provisions of any Act hereby 
repealed shall be deemed to have been made under this Act, and shall 
operate accordingly. . 

108. (I.) This section applies to the followmg persons:- Commi .. ioncr may 
in certain cascfl 

(a.) An agent: demand special 

(b ) A 'd t t d returns, and make . non-reS! en . ra e~ ; . . sp<eial assesarncnta 
(c.) A person who IS beheved by the Commrsswne: to ~e about and levies of 

to leave New Zealand or to be about to discontmue the incorne~tnx. 

f b . . N z 1 d lb:d., sec. 104 carrying-on o usmess m ew ea an . : . r 
(d.) A person who has ceased .to cany on bnsmess Ill New Zealand 

or to derive assessable mcorue : 
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(e.) The executo~s or adnll?istrators. of. a ?ec~as~d taxpayer in 
respect of mcome denved by him m his lifetime : 

(j.) A person who has become bankrupt, or a company which is 
in course of being wound up. 

(2.) The Commissioner may, if he thinks fit, at any time during 
the income year or in any su?sequent year, anrl either before or af~er 
the passing of the annual taXIng Act. or the due date of tax, reqmre 
any person to whom this section applies to make a return of income 
derived from any specified transaction or transactions, or during any 
specified period, and may assess him for income-tax on the income so 
returned; or, when default is made in making such return, or the 
Commissioner is dissatisfied therewith, then on such sum as the Com
missioner thinks reasonable, and shall give notice of the assessment to 
the person so assessed. . 

(3.) Any person so assessed shall have the same right of objection 
as if he had been assessed in the ordinary course. . 

(4.) Tax so assessed shall be payable on demand, which may be 
made in and by the notice of assessment or at any later date, and the 
tax shall be recoverable in the same manner as income-tax assessed in 
the ordinary course. 

(5.) If any such assessment of income derived in any year is made 
before the passing of the annual taxing Act by which the rate of tax 
payable on such income is fixed, the tax shall be assessed at the rate 
fixed by the annual taxing Act last passed before the date of the 
assessment. 

(6.) No assessment made under this section shall in any maimer 
preclude a subsequent assessment of the same pNson in the ordii,ary 
course in respect of the whole of the income derived by him during 
the income year with respect to which the assessment under this section 
was made, but in such case the tax paid under the earlier assessment 
shall be credited in the subsequent assessment. 

Non-resident agents 109. (1.) In respect of the sale or purchase of goods, a non
and non-Wiident · resident agent shall not act as agent, and a non-resident trader shall 
traders not to oo.rry 
on busin""" without not carry on business, unless that agent or trader is the holder of a 
w0arm~t ~·f warrant in that behalf issued in the prescribed form by the Commis-

omm .... oner. • b C ll f C I9I6, No. 5, see. 105 SlOner or y a o ector ? ustoms. 
(2.) A warrant so Issued may be at any time revoked by the 

Commissioner by notice given to the holder. 

Commissioner may 
requiro non-resident 
n.gent or non
reHidflnt trader to 
givo scculity; 
Ibid., sec. 106 

(3.) In every case in which a wanant is issued by a Collector of 
CustolllS he shall forthwith notify the Commissioner of the issue thereof. 

( 4.) In all proceedings against any person for a breach of this 
section it shall be for the defendant to prove that he is the holder oi 
a warrant. 
. 110 .. (1.) The Comm!ssiuner may at any time and from time to 

t1me . reqmre any non-resident trader or uon-resident agent to give 
secunty by way of bond, deposit, or otherwise, to the satisfaction of 
the Commissioner, for the payment of any income-tax which may 
become payable by him. 

(2.) After security has been so demanded, and before it has been 
duly given, it shall not he lawful for the non-resident trader to carry 
o~ business or for the non-!e~ident agent to act as an agent, except 
w1th the leave of the Comlllisswner. · 
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PART VII. 

AGENTS. 

111. In this Part of this Act the term " absentee " means- "Absentee" defined. 

(a.) Any person (other than a company) who is for the time being 1010, No. r., sec. 107 
out of New Zealand: 

(b.) Any foreign company unless it has a fixed and permanent place 
of business in New Zealand at which it carries on business 
in its own name : 

(c.) Any foreign company which is declared by the Commissioner 
to be an absentee for the purposes of this Act by notice 
given to that company or to its agent or attomey in New 
Zealand, so long as that declaration remains unrevoked. 

112. Every person who in New Zealand caiTies on any busin<'ss Linbility ofugcnt 
for and on behalf of a principal who is an absentee shall for the nfabscntcc 

priru·ipul to mnko 
purposes of this Act be the agent of that principal in respect of all returns and puy 

income clerived by the principal through the business so carried on in tax. 
New Zealand by means of that agent, and the agent shall make returns Ibid., sec. 108 

and be assessable and liable for income-tax on that income accordinglv, 
whether the income comes to the hands of the agent or not. • 

113. Every person who in New Zealand has the receipt, control, Person having 
or disposal of any income derived by a &rincipal who is an absentee dispo,al of income 

h 1 f l f hi A b f h 
. . J . deemed to bo the 

s al or t 1e purposes o t s ct e t e agent o t e pnnc1pa Ill agent of absentee 
respect of that income, and shall make returns and he assessable and principnl. 

liable for income-tax on that income accordingly. IL•d .• sec. 1011 

114. Every person who in New Zealand carries on business in Partner of ul,,·ntcc 

partnership with an absentee shall for the purposes of this Act be the d~cmtcd to Lc h•s 

agent of that absentee in respect of his share of the income of the ;~~:. ...... 110 
business, and shall make returns and be assessable and liable for income· 
tax accordinglv. 

115. (1.) When an absentee, by means of any ship owned by him Mnstcrolship 

d h h. • h b • f 1 · f deemed to be the or un er c arter to 1m, carnes on t e usmess o t 1e carnage o · agent of aln<cntcc 
merchandise, mails, or passengers, the master of that ship shall (though owner. 

not to the exclusion of any other agent) be the agent of that absentee Ibid., sec. Ill 

for the purposes of this Act in respect of all assessable income so derived 
by the absentee, and shall be assessable and liable for income -tax 
accordingly. 

(2.) Pending the paymeni; of any tax assessed against such an 
absentee or against any person who is his agent for the purposes of 
this Act, a Collector of Customs shall, on the requisition of the Com
missioner, withhold the clearance of the ship in respect of which the 
tax is payable. 

116. (1.) Save as otherwise provided in the next succeeding section, Company deemed to 

every company which has issued debentures, whether charge_d on t~e X:~~t~~~1oldom. 
property of the company or not, shall for the purposes of tlus Act be I hid., ace u 2 
the agent of all debenture-holders, whether absentees or not, in respect 
of all income derived by them from those debentures, and shall make 
returns and be assessable and liable for income-tax on that income 
accordingly. . . . 

(2.) No deduction by way of spemal exemption or otherwise shall 
be allowed to the company as such agent, or to any debenture-holders, 
in _respect of the income so derived from debentures. 
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(3.) Income so derived by debenture-holders in companies s?all be 
assessable and chargeable with income-tax separately from mcome 
derived bv the debenture-holders from other sources, and at the rate 
prescribed by the annual taxing Act as appropriate to inco~e so derived. 

(4.) Income derived from debentures held by a banking company 
shall not be liable to income-tax under this section. 

Special_provisions as 117. (1.) Where in any debenture issued by a company, whether 
~o.~oatt.mg-raoo of before or after the comino- into operation of this Act. the rate of interest 
m~res on o · · b · d 
debentures. payable in respect thereof is not specifically determmed, ut IS eter-
1020, No. 35, sec. 26 minable from time to time by reference to the dividend payable by the 

Local and public 
authorities to 
be agent of 
debenture-holders. 
Ibid, sec. 24 

company or otherwise howsoever, the interest paid on the debenture 
shall be computed as part of the assessable illcome of the company and 
not of the debenture-holder. 

(2.) The provisions of the last preceding section shall not apply 
wrth respect to any such debenture or to the interest paid or payable 
thereunder. 

118. (1.) Save as provided in the next succeeding section, every 
local or public authority which has issued debentures shall for the 
purposes of this Act be the agent of all debenture-holders, whether 
absentees or not, in respect of all income derived by them from those 
debentures, and shall make returns and be assessable and liable for 
income-tax on that income accordingly. 

(2.) No deduction by way of special exemption or otherwise shall 
be allowed to any local or public authority as such agent, or to 
any debenture- holders, in respect of the income so derived from 
debentures. 

(3.) Income so derived by the holders of debentures issued by a 
local or public authority shall be assessable and chargeable with income
tax separately from income derived by the debenture-holders from 
other sources, and at the rate prescribed by the annual taxing Act as 
appropriate to income so derived. 

( 4.) Nothing in this section shall be so construed as to render liable 
to income-tax any income that is exempt from taxation by virtue of 
section seventy-eight of this Act. 

(5.) Income derived from debentures held by a banking company 
shall not be liable to income-tax under this section. 

As to debentures 119. ( 1.) The duty to act as the agents of debenture-holders, 
iHsucd by public or • d 
local authoritic•. Impose on local and public authorities by the last preceding section, 
IU2I, No. 25, sec. s shall not apply with respect to any debentures issued by any such local 

or public authority which has supplied to the Commissioner, before it 
has been assessed in any year for income-tax in respect of the income 
derived from such debentures, a certified list specifying the numbers 
of the debentures or other particulars sufficient to identify them, the 
names, addresses, and descriptions of the persons to whom the 
debentures have been issued, and such other particulars as may be 
prescribed. 

(2.) Where any such list is supplied the person named therein as 
the holder of any debentures shall be personally responsible for the 
making of returns, and shall be assessable and liable for income-tax 
(though no~ to the exclusion of any other person) in respect of the 
mcome denved from those debentures at the rate fixed in respect 
thereof, unless and until he satisfies the Commissioner, before he ~as 
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been assessed for income-tax in any year, that he has transferred or 
~ssigned the . debentures, and has given notice to the Commissioner 
ill the prescnbed form of the name, address, and description of the 
transferee or assignee. 

(3.) Every person being the transferee or assignee of any deben
tures shall in like manner remain personally liable in respect thereof 
(though not to the exclusion of any other person), unless and until he 
has given notice to the Commissioner in the prescribed form of the 
transfer or assignment of the same. 

· (4.) Any tax paid by the former holder of any debentures in 
respect of the income derived therefrom by a subsequent holder shall 
be deemed to be paid on behalf of that subsequent holder so far as it 
does not exceed the tax to which the subsequent holder might himself 
have been liable in respect of such debentures, and may be recovered 
by the former holder from such subsequent holder accordingly. 

120. A New Zealand company which is exempt from income-tax Company deemed 

shall be the agent of all shareholders or members who are absentees, tor bbe thcteagont 
. onsone 

and the company shall make returns and be assessable accordmgly on ahareholdo!'ll. 

all dividends and other profits paid or credited by the company to ww. No. a, sec. 113 

such shareholders or members at any time while they are absentees. 
121. Every banking company, and every other company, local or Bnnking company 

bl. th 't th h ' th f b ' · to be the agent of pu JC au on y, or o er person, w o ill e course o usilless receives abaontee depositor• 

or holds money by way of deposit and allows interest thereon shall Ibid., sec. 114 

for the purposes of this Act be the agent of all depositors who are 
absentees, and shall make returns and be assessable and liable for 
income-tax accordingly on any interest which is paid or credited to a 
depositor while he is an absentee, if that interest exceeds fifty pounds 
in any year. 

122. Every non-resident trader shall for the purposes of this Act Non-reaident trader 

b f 11 ' hi 1 ' N z 1 d · deemed to be the e the agent o a persons m s emp oyment ~ ew ea an ill respect agent of pcrRona 
of the salary, wages, or other emoluments received by them, and shall empl~yed by him in 

k d b bl d li bl f · t th New Zealand. ma e _returns an e assessa e an a e or mcome- ax ereon Ibid., see. 115 
accordingly. 

123. Any tenant, mortgagor, or other person who transmits from Tenant, mortgagor. 

N Z l d I dl d t th dit b · or other debtor ew ea an to any an or , mor gagee, or o er ere or, emg an deemed to be the 

absentee, any rent, interest. or other moneys being income derived by agent of abacntee 

I d h ll f h f h · A t b landlord, mortgag<•c 
that absentee from New Zea an , s a or t e purposes o t IS c e or other creditor. 

the agent of that absentee in respect of all moneys so transmitted by Ibid., see. 110 

him at any time after the Commissioner has given notice to him that 
he is accountable as the agent of that absentee, and he shall in respect 
of all such moneys make returns and be assessable and liable for income-
tax accordingly. 

124. Every person who, as guardian, committee, or otherwise, has Guardianof~e!'llon 
h ' l di ' ' f ' d · d b under dl8abthty t e receipt, contro , or spositiOn o any mcome enve y a person deemed to be liia 

under any legal disability shall for the purposes of this Act be the agent. 

agent of that person in respect of that income, and shall make returns Ibid., see. 117 

and be assessable and liable for income-tax accordingly. 
125. Every person who on the thirty-first day of March in any Pc!'llon having eon-

h l t f l d th • t t 1 troloflandorofrenh year has t e eontro or managemen o any an , or e receip , con ro ' and profits deemed 

or disposal of the rents or profits thereof, on behalf of an owner of that to be the agent of 

land who ia an absentee or ia under any legal disability, shall for the ;:i~-~::.o~;;r· 
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Agents to be 
personally liable for 
payment of tax. 
1916. No.5, sec. 119 

Agent to make 
returns and to be 
assessed a.s if he 
were t.be principal. 

Tbirl., sec. I 20 

Rate and amount 
of tax payable by 
agent, how · 
determined. 

Ibid., sec. 121 

Liability of 
principa.l not 
affected by 
obligation imposed 
on agent. 
Ibid., sec. 122 

Agent may reco\'er 
from principal 
amount of tax paid 
by him. 
Ibid., s~c. 123 

Agent may retain 
Ct·om moneys of 
principal amount 
req uircd for 
payment of tax. 
Ibid., sec. 124 
.-\ssesament of 
Vommi!!!!ion('r 
deemed aufficient 
authority for 
p<~.yment of tax hy 
agent. 
Ibid., •••· I2o 
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purposes of this Act be the agent of the owner in respect of land-tax 
payable in and for the next succeeding year, and shall make returns 
and be assessable and liable for that tax accordingly. 

126. (1.) Every agent shall be personally liable for the tax on the · 
land or income in respect of which he is an agent. 

(2.) When the Commissioner is satisfied that an agent has no 
moneys of his principal with which he can pay the tax, and that he 
has not paid away any such moneys after notice of the assessment of 
the tax, and that inimediate enforcement of payment by the agent 
would be a cause of hardship, the Commissioner may allow the agent 
such further period for the payment thereof, not exceeding six months 
after the date of the notice of assessment, as the Commissioner thinks 
necessary, and the additional tax imposed by section one hundred and 
thirty-five of this Act on taxpayers in default shall not accrue until 
the expiry of the period so allowed. 

127. Every agent shall make returns of the land and income in 
respect of which he is an agent, and shall be assessed thereon in the 
same manner as if he was the principal, save that he shall be entitled 
to no special exemption other than such exemption (if any) as his 
principal may be entitled to. 

128. Except where otherwise expressly provided by this Act, the 
rate of tax for which an agent shall be so assessed and liable shall be· 
determined by reference to the total taxable land or income of the 
principal, but it shall be charged and payable only on the land or 
income in respect of which the agency exists, and in the same propor
tion which that land or income bears to the total taxable land or 
income of the principal. 

129. {l.) Nothing in this Act relating to an agent shall be so 
construed as to release the principal from liability to make returns and 
to be assessed aud chargeable with tax. 

(2.) No assessment of the agent shall preclude an assessment of 
the principal for the same tax, nor shall an assessment of the principal 
preclude an assessment of the agent for the same tax, and the principal 
and agent shall be jointly and severally liable for all tax for which the 
agent is liable. 

(3.) When two or more persons are liable to be assessed as agents 
in respect of the same tax, they shall be jointly and severally liable 
therefor. 

130. When an agent pays any tax he may recover the amount so 
paid from his principal, or may deduct the amolmt. from any moneys 
in his hands belonging or payable to his principal. 

131. An agent may from time to time during the year preceding 
the year of assessment, or at any later time, retain out of any moneys 
belonging or payable to his principal such sums as may resaonably be 
deemed sufficient to pay the tax for which the agent is or may become 
liable. · 

132. An assessment made by the Commissioner shall, as between 
an agent and his principal, be a sufficient authority for the payment 
by the agent of the tax so assessed, and the agent shall be entitled as 
against his principal to reimbursement accordingly. 
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PART VIII. 

PAYMENT AND RECOVERY OF TAX. 
133. (1.) Land-tax and income-tax shall, except where expressly Oovemor-Generalin 

made payable on demand by any provisions of this Act be due and Council to fix dates 

Pa bl h t o d t . d . h' b forpaymcntoftaxea ya e on sue respe? 1ve a _es as are appomte. . m t at ebalf by · 
the Governor-General m Council, and the Co=1sswner shall in each 

19
;6' No.

5
' sec. 

126 

case _give not less than fourteen days' public notice of the date so 
appomted. 

(2.) Such notice shall be given by the publication thereof in the Notice to be 
Gazette and in such other manner (if any) as the Commissioner thinks gazetted. 

necessary and sufficient. 
134. (1.) Any taxpayer, on production to the Commissioner or Allowance by way 

other proper officer of a notice of assessment of income-tax for any ?1 interetast on "d . . . mcome- x plu m 
year, may pay m advance the sum or any portiOn of the sum therein advance. 

charged as income-tax for that year. Every person who makes any 1021, No. 25, sec. 12 
such payment in advance shall, subject to the provisions of this section . 
and to such conditions as may be prescribed, be entitled to interest on 
the amount of such payment at the maximum rate for the time being 
allowed on deposits in the Post Office Savings-bank for the period 
commencing on the date of payment and ending on the day appointed 
as the due date of payment : 

Provided that interest shall not be allowed under this section save 
in respect of an amount of ten pounds or a multiple of ten pounds, or 
in any case unless the tax is paid not less than three months before 
the due date of payment. 

(2.) Where on the date of any payment as aforesaid the due date 
of payment bas not been appointed, the due date of payment shall, 
subject to the next succeeding subsection, be deemed to be the date 
corresponding with the due date for the last preceding year. 

(3.) On the appointment of the due date for the payment of any 
tax the Commissioner shall, on the request in writing of the taxpayer, 
make any adjustment that may be necessary in the amount of any 
allowance theretofore made nuder this section. 

135. (I.) Subject to the provisions· of this section, if any tax II default made in 

remains unpaid at the expiration of twenty-one days after the due date ~~~';:~~~~~~a:~ot 
thereof (whether already assessed or not), or after the date of deman~, to be charged. 

ahs tllheb casedmbay be, five pebr cendtdumd ohn the abmount off tbdeditt~x nn
1 

pta1d !~~g· ~~: g6 •::~.~:~ s a e an e deemed to e a e t ereto y way o a wna ax, ' ' 
and shall be payable accordingly. . . 

(2.) In any case in which an assessment Is not made until after 
the due date of the tax or is increased after the due date of the tax, 
and the Commissioner is' satisfied that the taxpayer has not been guilty 
of wilful neglect or default in making due and complete returns for the 
purposes of that tax the Commissioner shall in his notice to the tax
payer of the assessm~nt or amended assessment, or in any subsequent 
notice, fix a new date for the payment of the tax or of the increase, 
as the case may be, and the date so fixed shall be deemed to be the 
due date of that tax or increase for the purposes of the last preceding 

. s n bsection. 
6 
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(3.) Where the taxpayer is resident beyond New Zealand ~J:nd has 
no agent in New Zealand, the Commissioner sha~l, before charg1_ng t~e 
additional tax as aforesaid, grant such further time, not exceedmg six 
months after the due date of the tax, as he may deem necessary. 

:Uode of recovery of 136. All unpaid tax shall be recoverable in any Court of co~-
unpaid tax. petent jurisdiction by the Commissioner on behalf of the Crown by SUit 
1916• No. 5• sec .. 12R in his official name. 
Procedure in 137. In any action in the Supreme Court for the recovery of tax 
Supreme Court from a defendant absent from. New Zealand the Supreme Court may 
where defendant 
absent from New grant leave to serve the writ out of New Zealand, or to proceed without 
Zealand. service in the same manner as may be provided in other cases by the 
Ibid., sec. 

129 Rules of the Supreme Court for the time being in force, save that no 
security shall be required from the Commissioner. 

Procedure in 
Magistrate's Court 
where defendant 
a.bPent from New 
Zealand. 
Ibid., seo. 130 

Notice to be given 
bv defendant of 
ititention to defend 
action in 
Magistrate's Court. 

Ibid., sec. 131 

Particulars of claim 
or demand to be 
stated by 
Commi.~ioncr. 

Ibid., sec. 132 

Commissioner may 
ll.ppea.r, in le~aJ 
proceedin~s. by 
officer of Public 
Service. 

Ibid., sec. 133 

Costs against 
Commissioner. 
Ibid., sec. 134 

Proceedings not 
affected by vacancy 
or change in office 
of Commissioner. 

Ibid .• sec. 135 

138. In an action in a Magistrate's Court for the recovery of tax, 
if the defendant is absent from New Zealand or cannot after reasonable 
inquiry be found, service of the summons may with the leave of _a 
Magistrate be effected by posting a duplicate or sealed copy thereof ill 
a letter addressed to the defendant at his present or last known place 
of abode or business, whether in New Zealand or elsewhere. 

139. In an action in a Magistrate's Court for the recovery of tax, 
if the summons is served on the defendant at least thirty days before 
the day appointed for hearing, then unless 'vithin the time limited by 
law for filing a notice of intention to defend an action in that Court 
notice of that intention is duly filed by or on behalf of the defendant, 
judgment shall be given for the amount claimed and costs without 
allowing any defence, and without it being necessary for the Commisr 
sioner or any one on his behalf to appear in Court or to prove the 
liability of the defendant. 

140. In an action in any Court for the recovery of tax it shall be 
sufficient if the particulars of claim or demand state the amount sought 
to be recovered and the date on which the same became payable, and 
such further particulars (if any) as the Commissioner thinks necessary 
in order fully to inform the defendant of the nature of the claim. 

141. In all proceedings in a Magistrate's Court on objection to 
an assessment of tax, and in any action in a Magistrate's Court for 
the recovery of tax, the Commissioner may, if he thinks fit, appear by 
some officer in the Public Service, and the statement of any person 
so appearing that he is such an officer and that he appears for the 
Commissioner shall be sufficient evidence of the facts so stated and of 
his authority in that behalf. 

142. In all proceedings in any Court for the recovery of tax costs 
may be awarded to or against the Commissioner in the same manner 
as in other cases, but all costs so awarded against the Commissioner 
shall b~ payable out of moneys appropriated by Parliament, and not 
otherwise. · 

143. No action instituted by the Commissioner for the recovery 
of tax, and no proceedings on objection to an assessment of tax, shall 
abate by reason of any vacancy in the office of Commissioner, or shall 
be deemed defectively constituted by reason of any change in the holder 
?f that o~ce, and every such action or proceeding shall be continued 
ill the ordinary course as if the Commissioner and his successors in office 
were a corporation sole. 
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144. No statute of liniitations shall bar or affect any action or No limitntion of 
remedy for the recovery of tax. action to recover 

145. Nothing in this Act shall be so construed as to limit or affect ~~6. No. u, sec. 1:w 
the operation of the Crown Suits Act, 1908, and all rights and remedies Crown S"its Act 
conferred upon the Crown by that Act and by this Act shall coexist not affected by this 

and may be exercised independently of one another, and tax may b~ ii,~~ .. sec. 137 

recovered accordingly. 
146. Whenever, after reasonable inquiry to the satisfaction of the Special provi"i"'" 

Commissioner the name of the owner of any land cannot be ascertained where name of 

h . ' . . owner of Jnnd not 
t e followmg proVISions shall apply :- known. 

(a.) He shall be assessed for land-tax under the designation of Ibid., sec. 138 

"the owner" of that land: · 
(b.) Proceedings for the recovery of such tax may be taken and 

judgment may be given against him and enforced under the 
designation aforesaid : 

(c.) Good service of any notice, summons, or writ may be effected 
on him by affixing the same or a sealed copy or duplicate 
thereof on a conspicuous part of any land to which the tax 
relates, any Act or rule of Court to the contrary notwith
standing. 

147. (I.) When land-tax has been assessed and· has become due Recovery of land· 

~nd payable in respect of any l~n~, and the taxpayer has made default ~~;:~r.!··~~onnc~ of 

m payment thereof, the CommiSSioner may thereupon or at any time land. 

thereafter, so long as such default continues, by notice in writing, Ibid., sec. 139 

demand payment of the tax from any of the following persons, who 
shall thereupon become personally liable in the same mauner as the 
taxpayer :-· 

(a.) Any person who is at the time of demand the owner at law 
or in equity of the estate or interest in respect of which the 
tax was assessed, as the successor in title of the taxpayer: 

(b.) Any person who is at the time of demand a tenant of the land, 
holding under the taxpayer or his successor in title : 

(c.) Any person who is at the time of demand a mortgagee of the 
estate or interest in respect of which the tax was assessed. 

(2.) If the land so held by a successor in title or tenant, or so 
subject to a mortgage, is only part of the land in respect of which the 
tax was assessed, the tax shall for the purposes of this section be appor
tioned by the Commissioner in such manner as he deems just, and the 
liability of the successor in title, tenant, or mortgagee shall be deter
mined accordingly. 

(3.) All payments made under this section by any person on whom 
demand has been so made shall be deemed to be made on behalf of the 
taxpayer. 

148. Every person who in pursuance of this Act pays any tax for Tax paid by one 

or on behalf of any other person shall be entitled to recover the same pefreon 
1
°" bchalfb 

• o o.not 1er may e 
from that other person as a debt, or to retam or deduct the same out recovered as a debt. 

of or from any money which is or becomes payable by him to that Ibid., •••· 140 

other person ; and if he has paid the same as mortgagee, then, until 
repaid, it shall be deemed to form part of the moneys secured by the 
mortgage, and shall bear interest at the same rate accordingly. 
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Penalty for fai]ure 
to furnish returns, 
&c. 

1916. No. 5, sec, 141 

Fines recoverable 
summarily on 
information of 
Commissioner. 
Ibid., sec. 142 

Information may be 
laid within four 
yea.rs. 
Ibid., sec. 143 

Penal tax payable 
in case of evasion 
or attempted 
evasion. 
Ibid., sec. 144 

Nature of penal tax. 
Ibid., sec. 145 

As11essmcnt of penal 
tax. 
[bid., eeo. 146 

PART IX. 

PENALTlE&. 

149, Every person who-
(a.) Refuses or fails to furnish anv return or information as and 

when required by this Act' or the regulations made there
under, or by the Commissioner ; or 

(b.) Wilfully or negligently makes any false return, or gives any 
false information, or misleads or attempts to nnslead the 
Coilllll.issioner, in relation to any matter or thing affecting 
his own or any other person's liability to taxation; or 

(c.) Refuses or fails without lawful justification to duly attend 
and give evidence when required by the Commissioner, or 
to truly and fully answer any question put to him, or to 
produce any book or paper required of him; or 

(d.) Obstructs any officer acting in the discharge of his duties or 
in the exercise of his powers under this. Act ; or 

(e.) Coilllll.its any other offence against this Act or against any 
regulation made thereunder for which no other penalty is 
expressly provided ; or 

(f.) Aids, abets, or incites any other person to commit any offence 
against this Act or against any regulation made thereunder

is liable to a fine not exceeding one hundred pounds and not less than 
two pounds. 

150. All fines under this Act shall be recoverable by way of sum
mary prosecution, and only upon the information of the Commissioner 
or Deputy Commissioner, or of some person authorized in writing by 
the Commissioner in that behalf, and the signature of the Commis
sioner to any warrant of authority under this section shall be judicially 
noticed. · 

151. Notwithstanding anything in the Justices of the Peace Act, 
1908, or in any other Act to the contrary, any information in respect 
of any offence against this Act or against any regulation made there
under may be laid at any time within four years after the termination 
of the year in which the offence was coilllll.itted. 

152. If any taxpayer evades, or attempts to evade, or does any 
act w~th intent to ev!1de, or ~akes default in the. performance of any 
duty unposed upon him by this Act or the regulatiOns thereunder with 
intent to evade, the assessment or payment of any sum which is or 
may become chargeable against him by way of tax (which sum is here
inafter referred to as the deficient tax), he shall be chargeable, by way 
of penalty for that offence, with additional tax (hereinafter called penal 
tax) equal to treble the amount of the deficient tax. 

153. Subject to the provisions of this Part of this Act, penal tax 
shall for all purposes be deemed to be tax of the same nature as the 
deficient tax, and shall be deemed to be payable in and for the same 
year of assessment as the deficient tax. 

154. The penal tax shall be assessed by the Commissioner in the 
same manner, so far as may be, as the deficient tax, but separately 
therefrom. 
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155. (1.) Any such assessment of penal tax shall be subject, in Objections to penal 
the same manner as any other assessment of tax, to objection on the tax. 
ground that the person so assessed is not chargeable with. penal tax, 1916, No.6, sec. 147 
or on the ground that the amount so assessed is excessive. 

(~-) ~ the provisions of this Act as to objections shall apply to 
an o)JJectwn to an assessment of penal tax, save that the burden of 
provmg the offence in respect of which penal tax is chargeable shall 
lie upon the Commissioner. 

156. (1.) An assessment of penal tax may be made and the tax Recovery of penal 
so assessed shall be recoverable at any time whether before or after the tax. 
passing of the annual taxing Act by which the rate of the deficient Ihid., sco. 148 

tax is determined, and whether before or after the deficient tax has 
been assessed, or become assessable or payable, or has been paid. 

(2.) When an assessment of penal tax is made before the passing of 
the annual taxing Act by which the rate of the deficient tax is deter
mined, the deficient tax shall for that purpose be estimated by reference 
to the rate determined by the last preceding annual taxing Act. 

157. (1.} Penal tax shall be assessable against and recoverable Recovery of penal 
from the executors or administrators of a deceased taxpayer but if so tax fro~ _executo<a 

' , ' or admm1strators of 
assessed, the amount thereof shall be recoverable only as a debt mcurred deceased taxpayer. 
by the deceased in his lifetime. Ibid., sec. 149 

(2.) No penal tax shall be recoverable from any person other than 
the taxpayer himself, or his executors or administrators. 

158. An assessment of penal tax may be amended from time to Amendment of us-
time in the same manner as any other assessment. scssmentofpcnaltax. 

159 N . t f 1 t h ll b d · d t Ibid., sec. 160 . . o assessm~n . o pena ax s a e ma e or mcrease a Penal tax not to be 
any time after the ~xp1rat10n of four years after the year of assessment ":"esscdaftcrcxpira-
of the deficient tax. . t10n of lour years 

. from dn-tc of asseSB· 
160. The assessment or recovery of penal tax m respect of any mcntofdoficienttax. 

offence shall not be in any manner barred or affected by the fact that Ibid., •••· 16! 
the taxpayer has been convicted under this Act of the same or any 

1
RccovctryfTof 1rcn1 nbl 

- h h 'd h l d 1~x no a ec e< y other offence; but no person w o as pm t e pena tax assesse conviction of tax-
against him for any offence shall be thereafter convicted of the same ~~~~~ ~~t~fTcncc 
offence. d lbi ., sec. 152 

PART X. 

GENERAL. 

161. (1.) The Commissioner may, by notice in writing, require Conduct~~ i_nquiries 
h t tt d d · 'd ' bv CommJsstoner any person, whet er a taxpayer or no , _to a en . an . give evi ence 1,;r purposes of Act. 

before him, or before any officer authorized by him m that behalf, Ibid., •••· I54 

concerning any land, income, return, or assessment, and to p~oduce all 
books and documents in that person's custody or under his control 
relating thereto. . . . 

(2.) The Commissioner may reqmre such evidence to be gtven on 
oath, and either verbally or in writing, and for that purpose he or the 
officer authorized as aforesaid may administer an oath. 

162. The Commissioner or any officer authorized by him in that Commissioner to 
behalf shall at all times have full and free access to_ alllan?s, buildings, :~~:~.1':,ihl;~~":. to 
places, books, and documents for the purpose of mspectmg the same books, doeum•nt•. 
in the execution of his office, and for this purpose may make extracts ~tA.!~.r purposes 
from or copies of any such books or documents. Ibid .. sec 155 
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Information to be 163. Every person shall from time to time, as required by the 
furnished on request Commissioner, furnish in writing any information OJ produce any books 
of Commissioner. 

or documents relating to any land, income, return, or assessment 
1916, No. 5, sec. 156 · · h h f · J 

(including lists of shareholders of comparues, Wit t e amount o cap1ta 

Employers to make 
returns as to 
persons employed 
by them. 
[bid., sec. 157 

Banking companies 
to make returns of 
amounts paid by 
way of interest on 
deposits. 
[bid., sec. 158 

Companies, &c., to 
make returns as to 
debentures issued 
and interest paid 
thereon. 

Ibid., sec. 159 

Declarations made 
for purposes of land 
and income tax 
to be exempt from 
stamp duty. 
1921, No.5, sec. 9 

contributed by and dividends paid to each shareholder, and· also copies 
of balance-sheets and of profit and loss an"'d other accounts) which may 
be in his knowledge, possession, or control. 

164. Every person shall from time to time, as required by the 
Commissioner, make a return of all persons employed by him during 
any year, and of all salaries, wages, ·allowances, and other emoluments 
received during that year by each person so employed. 

165. Every bank, local or public authority, or other company or 
person who in the course of business holds money by way of deposit 
and allows interest thereon shall from time to time, as required by the 
Commissioner, make a return of all interest so allowed during the year 
or other period to which the requisition of the Commissioner relates, 
together with the names, addresses, and occupations of the persons to 
whom such interest has been allowed. 

166. Every company or local or public authority shall from time 
to time, as required by the Co=issioner, make a return giving such 
particulars as the Collllllissioner requires relative to debentures issued 
by that company or local or public authority, the holders thereof, and 
the interest paid or payable thereon. 

167. Every affidavit or declaration made for the purposes of this 
Act shall be exempt from stamp duty. 

168. In any case where the Commissioner is satisfied that tax has 
been paid in excess of an assessment of the amount properly payable 
he shall refund the excess, provided that written application therefor 

Excess ta.'l: may he h b d b b h If f ] . h" h f refunded within as een rna e y or on e a o . t 1e taxpayer w1t m t ree years rom 
three years. the end of the year of assessment. 
1916 No 5 sec !60 169 I h · · h h · f · f h w2o: No: 35. se~. 211 . • • n any case w ere 1t IS s own to t e satls actwn o t e 
rn caao of serious Comnusswner that any taxpayer has suffered such loss that the exaction 
lmrdship, Com- of the full amount of tax owing by him will entail serious hardship, the 
missioner may C · · 1 h h JJ · f hi reie880 taxpayer omnnsswner may re ease t at taxpayer w o y or m part rom ·s 
wholly or in part. liability and make such alterations in the assessment as are necessary 
1916, No. 5, sec. 161 for that purpose. 
Agreements 170. Every contract, agreement, or arrangement made or entered 
purporting to alter into, whether before or after the coming into operation of this Act, 
the incidence of 
taxation to be void. shall be absolutely void in so far as, directly or indirectly, it has 
Ibid., sec. 102 or purports to have the purpose or effect of in any way altering the 

incidence of land-tax or income-tax, or relieving any person from his 

Provisions 
applicable where 
companies profees 
to issue debentures 
free of income-tax. 
lfl21, No. 25, sec. 4 

liability to pay such tax. 
171. ( 1.) Nothing in the last preeeding section shall be so construed 

as to re~der void any contract, agreement, or arrangement made or 
entered mto by any company (whether before or after the coming into 
operation of this Act) to the effect that the interest on any debentures 
issued by that company shall be free of income-tax ; and all such 
contracts, agreements, and arrangements are hereby declared to be 
valid and effective in accordance with this section unless the company 
is expressly or impliedly prohibited, by its memorandum or articles of· 
association, from making or entering into any such contract, agreement, 
or arrangement. 
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. {2.) Wher~ any debentures issued by a company purport to be 
Issued free- of mcome-tax the company shall be liable for the payment 
of the income-tax payable in respect thereof, and the debenture-holders 
shall be entitled to receive the full amount of interest payable pursuant 
to the debentures. · 

47 

. 172_. {1.) The Governor-Gene_ral may from time to time, by Order Regulations. 

m Council gazetted, ma~e regulatiOns, not inconsistent with this Act, 1910, No. a, sec. 103 
for the following purposes :-

(a.) Prescribing the duties and functions of officers and other 
persons appointed or employed under this Act : 

(b.) Prescribing the form of returns to be made, the particulars to 
be set forth therein, the persons by whom and the time when 
or within which such returns shall be made, and the forms 
of the assessments, notices, and other documents referred to 
in this Act or necessary in order to give effect thereto : 

(c.) Providing, where there is no provision in this Act or no suffi
cient provision in respect of any matter or thing necessary 
to give effect to this Act, in what manner and form the 
deficiency shall be supplied : 

(d.) Making any provision which may be convenient for the 
administration of this Act or which may be desirable or 
necessary in order to carry its objects into full effect. 

{2.) All regulations made under this Act shall have the same force 
and effect as if they were contained in this Act, and the existence and 
provisions thereof shall be judicially noticed. 

173. {1.) If anything required by or under this Act to be done Powcrtoextend 
at or within a fixed time cannot be or is not so done, the Governor- time

1
f?r doing 

G b 0 d · C il fr ti' to t' · fur h anyt ung under eneral, y r cr m ounc , may om me 1me appomt a t er Act. 

or other time for doing the same, whether the time within which the Ibid., •••· 104 

same ought to have been done has or has not expired. 
(2.) Anything done within the time prescribed by such Order in 

Council shall be as valid as if it had been done within the time fixed 
bv or under this Act. 
· 17 4. {1.) This Act shall, so far as it relates to income-tax, extend Application of Act. 

and apply to all income derived during the year ending on the thirty- Ibid., sec. 105 

first day of March, nineteen hundred and twenty-four, or during any 
subsequent year. · 

{2.) This Act shall, so far as it relates to land-tax, extend and 
apply to all land owned at noon on the thirty-fir~t day of March in 
the year nineteen hundred and twenty-four or m any subsequent 
year. 

175. The Commissioner of Taxes, Deputy Cominissioner of Taxes, Officers under 
and all other officers holding office at the commencement of this Act drepealeddtAch.ts ceme o ave 
under the Land and Income Tax Act, 1916, shall be deemed to have been appointed 

been duly appointed to the like offices under this Act, and to have duly un_der this A.ct. 

taken the oath of office required by this Act, and _for all purposes what- Ibid., •ec. 167 

ever the office of Cominissioner of Taxes under tins Act shall be deemed 
to be the same office as that of the Commissioner of Taxes under the 
Land and Income Tax Act, 1916. 

176. Land-tax and income-tax as imposed by this Act shall for T~xcs imposed by 

b d d b th t th · d d th1s Act deemed to all purposes e eeme to e e same axes as ose 1m pose un er be the same taxes 
the same name by the Acts hereby repealed, as imposed under 

repealed Acts. 
I hi d., sec. I oR 
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177. (1.) The enactments mentioned in the Schedule hereto are 
hereby repealed to the extent indicated in that Schedule. 

(2.) For all purposes whatsoever in respect of any tax which at 
the commencement of this Act has been already assessed or paid or is 
still assessable or payable in or for the year ending on the thirty-first 
day of March, nineteen hundred and twenty-four, or in or for any 
previous year, in accordance with the provisions of any enactment 
hereby repealed, that enactment and all the provisions thereof, includ
ing its penal provisions, and all regulations, warrants, and other acts 
of authority originating thereunder, shall, notwithstanding the repeal 
thereof, be deemed to remain in full force and effect ; and all proceedings 
under any such enactment, including proceedings for the r,ecovery of 
any fine or penalty in respect of any offence committed, whether before 
or after the commencement of this Act, may be taken or continued 
accordingly as if this Act had not been passed. 

(3.) All proceedings in respect of offences committed against any 
enactment hereby repealed or any regulations thereunder before the 
commencement of this Act may be institnted or continued as if this 
Act had not been passed. 

SCHEDULE. 

ENACTMENTS REPEALED. 

Title of Enactment. 

1907, No. 21.-The Land-tax and Income-tax Act,-1907 
1908, No. 252.-The Land-tax and Income-tax Act, 1908 
1909, No. 4.-The Land-tax and Income-tax Act, 1909 
1910, No. 24.-The Land-tax and Income-tax Act, 1910 
1911, No. 10.-The Land-tax and Income-tax Act, 1911 
1912, No. 11.-The Land-tax and Income-tax Act, 1912 
1913, No. 12.-The Land-tax and Income-tax Act, 1913 
1914, No. 3.-The Land-tax and Income-tax Act, 1914 
1916, No. 5.-The Land and Income Tax Act, 1916 .. 
1916, No. 7.-The Finance Act, 1916 
1917, No. 9.-The Finance Act, 1917 
1917, No. 29.-The Appropriation Act, 1917 .. 
1918, No. 2.-The Finance Act, 1918 

I Extent of Ropeal. 

I I 
· The whole Act. 

The whole Aet. 
The whole Act. 
The whole Act. 
The whole Act. 
The whole Act. 
'rhe whole Act. 
The whole Act. 
The whole Act. 
Part I. 
Part I. 
Section 28. 
Rt~ctions 5, 6, and 

7, and Schedule. 
1918, No. 4.-The Finance Act, 1918 (No. 2) Part III. 
1918, No. 24.-The Appropriation Act, 1918 . . Section 21. 

,1919, No. 3.-The Land and Income Tax (Annual) Act, 1919.. The whole Act. 
1919, No. 52.-Thc Finance Act, 1919 Section 25. 
1920, No. 17.-The Land and Income Tax (Annual) Act, 1920 .. , The whole Act. 
1920, No. 35.-Thc Land and Income Tax Amendment Act, 1920: The whole Act. 
1921, No. 5.-The Finance Aet, 1921 . . . . . ·I Part II. 
1921, No. 13.-The Land-tax Amendment Act, 1921 . . . . The whole Act. 
1921, No. 25.-The Finance Act, 1921 (No. 2) . . . . Part I. 
1921, No. 34.-The Valuation of Land Amendment Act, l!l21 -22 Section 4. 
1922, No. 3.-The Land-tax (Annual) Act, 1922 . . The whole Act. 
1922, No. 12.-The Land and Income Tax Amendment Act, 1922 The whole Act. 

----·--- _______ :...._ __ _ 
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Regulat;;;.. ~1rufuo the Land and Income Tax Act, 1923. 

JELLICOE, Governor-General. 

ORDER IN COUNCIL. 

(2.) To every such return made by a company there shnll 
be added a declaration that the copy of tho balance-sheet and 
of the profit and loss account attached to the return is a true 
~opy of the balance-sheet and of the profit and loss account 
Jssued to the shareholders or prepared for issue last prior to 
the date of the return. 

At the Government House at Wellington, this 14th day of 
November. 1923. 

11. _(I.) Every person wh~ furnishes a return pursuant to 
the satd Act or these r:e~atJOns shall state thereon his postal 
address, and shn:U. WJtlnn one month of any change in his 
postal address, gJ.ve to the Commissioner notice in writing of 
such change and of his new postal address. 

Present: 
HIS ExcELLENCY THE GovERNOR-GENERAL IN CouNCIL, 

I N pursuance and exercise of the powers conferred upon 
him by section one hundred and seventy-two of the 

Land and Income Tax Act, 1923 (hereinafter referred to as 
" the said Act "), His Excellency the Governor-General of 
the Dominion of New Zealand, acting by and with the advice 
and consent of the Executive Council of the said" Dominion, 
doth hereby make the following regulatiollB for the purposes 
of the aaid Act. 

REGULATIONS. 

ADMINISTRATION. 

I. THE oath of fidelity and secrecy to be taken and subscribed 
pursuant to section 6 of the said Act by persons appointed or 
employed under that Act shall be in the form No. 1 in the 
Schedule hereto. 

2. The office . of Receiver of Land-tax and Income-tax 
shall be open daily to the public for t.he transaction of business 
from 9.30 a.m. to 12.30 p.m., and 1.30 p.m. to 3.30 p.m., 
except on public holidays and on Saturdays. On Saturdays 
the office shall be open from 9.30 a.m. to 11.30 a.m. 

RETURNS OF LAND AND INCOME. 

3. The return required by section 7 of the said Act to 
be furnished in each yenr by persons chargeable with land
tax shall be in the form No. 2 in the Schedule hereto, or to 
the effect thereof. 

4. (!.) The return required by section 8 of the said Act to 
be furnished in each year by persons chargeable with income
tax shall be in the form No. 3 in the Schedule hereto, or to 
the effect thereof. 

(2.) In conjunction with such return, or in lieu of such 
return (as the Commissioner may in nny case require), every 
taxpayer shall furnish to the Commissioner such details in 
relation to his income as may be required by the Commissioner. 
Such details shall be furnished in the form of such one or more 
of the Schedules to the said form No. 3 as may be appropriate 
to the particular case. 

(3.) The return made in pursuance of subsection (2) of 
section 8 shall be made within two months of the date of the 
annual balance. 

5. Annual returns of land shall be made under section 9 
of the said Act by all o~ers of land of an unimproved value 
exceeding £500 as a-SSessed under the Valuation of Land Act, 
1908, whether such owners are taxpayers or not, and·shall be in 
the form No. 2 in the Schedule hereto, or to the effect thereof. 

6. Annual returns of income shall be made under section 9 
of the said Act by all companies and persons in business, 
whether for the whole or part of the income year, and also by 
all persons in receipt of income from salary. 'tages, interest, 
rent, annuity, or other annual payment, where such income 
exceeds £250 per annum~ whether taxpayers or not. and shall 
be in the form No. 3 in the Schedule hereto. or to the effect 
thereof. 

7. Every return of land or of income as aforesaid shall be 
supported by a decla.ration in such form as the Commissioner 
may require. 

8. The notice to be given by the Commissioner, pursuant to 
section 10 of the said Act, of the date or dates on which re
turns of land and income are required to be made shall be in 
the form No. 4 or the form No. 5 in the Schedule hereto~ as 
the case may be, and shall be published in the GauUe not less 
than fourteen days before the .date or before any date on 
which any such return is required to be furnished. 

9. All returns of land _or income required by the said Act 
or these regulations to be furnished to the Commissioner shall 
be furnished either by posting the same to the Commissioner 
or by delivering the same at his office in the Government 
Buildings at Wellington. 

(2.) The posting of any notice addressed to a person at the 
last address given by him pursuant to this regulo.tion shall bo 
sufficient service of such notice on him for tho purposes of 
the said Act and these regulations. 

AssESSMENTS. 

12. {1.) The Commissioner shall make assessments for 
land-tax and income-tax. and shall give notice of every 
such assessment to the taxpayer in the forms Nos. 6 and 7 
in the Schedule hereto. 

(2.) Objections to assessments of land-tax or of income~ 
tax may be made in the form No. 8 or the form No. 9 in the 
Schedule hereto, as the case may be. 

APPEALS FROM AssESSMENTS. 

13. In the following regulatioDB the term "appeal" means 
a proceeding in a Magistrate's Court under ·Part III of the 
said Act for the determination of an objection made under 
that Act to an assessment of land.tax or income-tax, and the.., 
term "appella.nt., means the person by whom such objection 
has been made. 

14. Every appeal shall be instituted in such Magistrate•s 
Court as the Commissioner selects, having due regard to the 
convenience of the appellant. 

16. The parties to the appeal shaU he the appeUant and the 
Commissioner as respondent. 

16. (1.) For the purpose of every appeal the Commissioner 
shall state and sign a case setting forth the ftWta as alleged by 
him, the nature of the assessment made by him, the ground 
of objection thereto, and the question for the determination 
of the Court. 

(2.) The case so statP.d and signed lJhall be filed by the 
Commissioner in the ?tlagistrate•s Court so selected by him, 
and the filing of the case shall be deemed to be institution 
of the appeal 

(3.) A copy of the case so filed shaU be sent by the Com· 
missioner to the appellant, either through the post-office or 
otherwise. 

17. Within fourteen days after the filing of the case by the 
Commissioner, or within such further time as the Commia~ 
sioner may allow, the appellant may, if he thinks fit, file an 
answer to the case. Such answer shall set forth the facts ll8 

alleged by the appellant and the grounds of his appeaL 
18. The case as stated and filed by the Commissioner shall 

not be conclusive as to the matters set forth therein. either 
against the appellant or the Commissioner, except so far as 
agreed to in writing by or on behaU of the Commissioner and 
the appeUant. 

19. After the filing of the case by the Commissioner a 
Magistrate or the Clerk of the Court in which the case is 
filed shall, on the application of the Commissioner or of the 
appellant, appoint a time and place for the hearing of the 
appeal, such time not being earlier (save with the consent 
of the Commissioner and the appeHant) than twenty-one 
days after the date of the filing of the case. 

20. Reasonable notice by post or otherwise of the time and 
place so appointed shall be given by the person on whose 
application such appointment has been made to the other_ 
perty to the appeal. 

21. At the time and place so appointed a Magistrate, or, 
in the absence of a Magistrate. the Clerk of the Court, may 
adjourn the hearing to any other time or place. and so from 
time to time. 

22. H either party failB to appear at the hearing, the Court 
shall in its discretion either adjourn tho hearing or determine 
the appeal in the same manner as if both parties were present. 

23. The procedure at the hearing of the appeal shall be 
the same. with aH necessary modifications. as if the appeal 
wa& an action in which the appellant was the plaintiff and the 
Commissioner was the defendant. 

GENERAL. 

10. (1.) To every return of income made by or on behaU 
of a company there shall be attached a copy of the ba1ance
sheet and of the profit and loss accound'issued or prepared 
for issue to the shareholders of the c~mpany last prior to the 
date of the return. 

24. Every applicant for special exemption pursuant to 
section 50 of the said Act shall, in support of such application, 
furnish to the Commissioner the information indicated on the 
form No. 10 in the Schedule hereto. and such further inform&· 
tion as the Commissioner may require. 
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25. Every application to the Commissioner to exempt the 
seller of any Ia.nd from the operation of the provisions of 
section 61 of the said Act shall be supported by a statutory 
declaration in the form No. 11 in the Schedule hereto. 

FORM No.2. 
The Land and Income Tax Act, 1923. 

RETURN OF LAND. 
26. The notice to be given to the Commissioner, pursuant 

to section 68 of the Mid Act, that any person bas ceased 
to be the owner of any land may be given in the form No. 12 

Owned or held under lease at noon on the 31st day of March, 

in the Schedule hereto. 
27. The form of declaration to enable societies, trusts, 

institutions, and other bodies coming within section 78 of 
the said Act, to receive payment of interest on debentures 
without deduction for income·t&x shall be in the form No. 13 
in the Schedule hereto. 

28. The form of declaration to enable debenture.bolders 
whose home is in New Zealand and whose total income from 
all sources does not exceed £300 to receive payment of the 
interest without deduction for income-tax shall be in the 
form No. 14 in the Schedule hereto. 

29. The form of declaration and information required in 
support of an application for refund of ta.x under section 99 
of the said Act shall be in the form No. 15 in the Schedule 
hereto. 

0 30. The certificate of deduction of income-tax from pay 
ment of interest payable on debentures shall be in the form 
No. 16 in the Schedule hereto. 

31. The form of declaration that total income from all 
sources does not exceed £2,000 shall be in the form No. 17 
in the Schedule hereto. 

32. The certificate of payment of income-tax shall be in 
the form No. 18 in the Schedule hereto. 

33. Everv warrant under section 109 of the said Act issued 
to a non-risident agent and authorizing him to act as agen 
shall be in the form No. 19 in the Schedule hereto; an 
every warrant under the said section issued to a non-residen 
trader and authorizing him to carry on business shall be in th 

t 
d 
t 
e 

form No. 20 in the said Schedule. 
-
0 

34. (1.) The security that may be required of a non 
resident trader or non-resident agent, pursuant to section 11 
of the said Act, may be by way of bond in the form No. 2 I 
in the Schedule hereto. 

e (2.) Where the security required is by way of deposit th 
Commissioner shall give a receipt therefor in the form No. 2 2 
in the Schedule hereto. 

ct 35. (!.) The list required by section 119 of the said A 
may be made in the form No. 23 in the Schedule hereto. 

nt (2.) The notice to be given to the Commissioner pursua 
to section 119 of the said Act, that any person has ceased 
to be the holder of a debenture, may be given in the form 
No. 24 in the Schedule hereto. 

ct 36. (!.) The return required by section 164 of the said A 
to be made by employers of all persons employed by the 
may be made in the form No. 25 in the Schedule hereto. 

m 

m (2.) In the case of Government Departments such retu 
may be made by the administrative head of the Departmen 
in the case of a company by the secretary or a director, a 
in the case of a local authority by the Chairman or the Cler 

t, 
nd 
k. 

37. The return of interest allowed by any bank, local 
public authority,- or other company or person required to 
made by section 165 of the said Act may be made in the form 
No. 26 in the Schedule hereto. 

or 
be 

SCHEDULE. 
FORM No.1. 

OATH OF FIDELITY AND SECRECY. 

To be taken and subscribed by all persons appointed 
employed under the Land and Income Tax Act, 1923. 

or 

nd I, , of , do hereby swear that I will truly a 
faithfully, ~cording to the best of my knowledge and sk 
perform the duties imposed on or required of me under or 
the purposes of the Land and Income Tax Act, 1923, or und 
or for the purposes of any other Act imposing taxes or dut 
payable to the Crown, or relating to the imposition of tax 
tion ; and I do further swear that I will not, without law 
authority, communicate to any person any matter or thi 
coming to my knowledge in the performance of my dutl 
except for the purpose of carrying into effect the Land a 
Income Tax Act or other Act as aforesaid~ So help me God 

ill. 
for 
er 

iea 
a· 

lui 
ng ... 
nd 

I 

Sworn before me, at 
19 0 

• this 

············ 

[ Signa4ure. 

day of 

Commissioner of Caxes [or Deputy CommiB 
sioner of Taxes, or .Justice of the Peace.] 

l 

• 

0 

19 • by 

SumamP. 

I 
Christian Nnmf> In full. 

Occupation. 

PostnJ address (where notices, &c .• may be sent or served), 

It owner l!l residing out of New Zealand, 9tutc dnte of departure from 
New Zealand. 

NoTE.-Before filling in this form please read the instruc· 
tiona on the back. 

(a.) When land held jointly (whether in joint tenancy or 
tenancy in common), state (here) the names and 
addresses of all the joint owners and the interest which 
each owner has in the land. H any owner is residing 
out of New Zealand state also date of departure from 
New Zealand : 

(b.) If the land is held by a firm or partnership, state (here) 
the name and address of each partner and his share in 
the partnership property, and under "Su~ame" 
(above) give the name of the firm or partnership. If 
any partner is residing out of New Zealand state also 
date of departure from New Zealand : 

(c.) If the land is held by a company, state (here) the name and 
address of the secretary or a director of the company, 
and under "Surname" (above) give the name of the 
company: 

(d.) If the land is held by a deceaeed person's estate or other 
trust, state (here) the names and addresaes of the 
beneficiaries, and under " Surname " (above) give the 
name of the estate or other trust. If any beneficiari...-·; 
are residing out of New Zealand state also date h· 
departure from New Zealand : ~. 

(e.) If the land is held by an association, club, council, society,~ 
union, institution, or other body, state (here) the name"'~ 
and address of secretary, and under " Surname " 
(above) the name of the association, club, &c. : 

PART I. 
Amounl8 owing by tiM Taxpayer at neon on 31st March, 19 • secured on the Land either by Registered M orlgage ar by Agru. 

ment to purchase. 

NoTE.-Unregistered loans or unregistered overdrafts should 
not be entered. 

i a.!. ~~~~ -· 0 ,g ~<li Pl'rson to whom Money owing. i!,o • :a - . "'• '0 e-.:G: 

~ 
g »=-~ NorE.-If not I"e$ldent In New .9 g~ - "' ., .. 

0 .!!-1:::: >< Zealand state also namP. and address tz": 

"' 
~cg_ 

~ 
'i~~;: or agent. --1! )Q ~.S.s ~a)~ ..0 o •• -· ~ ·0 c ~ 

- tt~ 0~~ '0 "e~..Su~ 
Surname, I Chrl•tlan I ··-.!!l:f ~~~ !l 

O<.>=d 5i.: 
~~ ~ 

oJi:i:S u-5 I Name. Address. so~ 

" "' _, 
0 I 

£ 

-----
PART 2. 

Particulars a8 to other Charge.a on La~.g., Annuities 
Rent Charges as at Noon on 31st March, 19 . 

ar 

-------
:£J.'-'"d o- <.o- Persons entitled. 

~;~~ - ---
>O -''0 

i~~~. ~~~ Amount 
~a)~ "'0 Christian Occupa- ~A _a paynble 

,:,COc;~ Surname. Add rca. annually. 
'0~~~~ Name. tlon. a~~ 
c;.cQ.:J<:~U -· 
"' '~Pi _, 

I ~- £ 

0 



PART 3. 

Particulars of the Land owned or lea.aed at Noon on 31st March, 
19 

NoTE.-A separate line should l:e used for each parcel of 
1•nd. 

LAND HELD IN FREEHOLD. 

~=-= •• ~ 0 I .gs 0 .. ;::'-' a~o .. 
" > •o;a :JA ~ I -· 0 gE-1;:: • I •• 0 

~~eN 
g >. .. ·c .!:S ~ • 
rn ~ ~ e .. .. 

~ I •• a -· i~~~. oo ;; ~.c"z-~ I -· M 
0 ~rfJ ~!;> •c. > 

~ -;: ~~.; .... ~·~~:; I >s e 03 
I .~ .. ....... = oo~.:~ 

I 
s •• 

=~.S~ I ~ 
~ .. •• .= --~ ·"S.l=l ~~.to .. ;;8 

~ "' ... .:~- 1:> ,. 
A.R.P. £ £ £ 

LAND HELD UNDER LEASE {INCLUDING LEASES OP NATIVE 
LAND). 

At Noon on 3181 March, 19 

NoTE.-H the lea.eeholder has no saleable interest in the 
lease the property muat, nevertheless, be entered. 

Particulars 

="'S ~.S 
~Q •AI 

~-
~to~ 5 

~ .. ·~~~ 
I.S"'"'<ii~ • 0 . = iog£ta " • • [.--cz,s 

~ 0 IXI .... o .. 

It Lci\SC contains a 
Purchasing Clause 
state as under : 

PART4. 

I 
I A.R.P. 

of Land diBposed of 8ince 3181 March, 
-~-· 

'"0~ ~"d .. il 
::9 ~§ ~ 0 • 

• • ~ 
• 0 .. ~=iE .e ij... 5 ~. 

"1:1 0 ·= ~0~ -fl . 
-< ~ ~~~ -· ... 
"g~~"C"d~ en-s ~-Q 

"0~~ .,.r= "'-=-= 
.uf:~ssa Oc ,; i ··"' ~~ i..S ~s'"O ~~ ~ :, .. "' 

A.B.P, £ 

PART 5. 

19 . 
,bel::: .o-
.ll ""' ~--.e;.g 
-o· o.,:iJ 
8 g.,....:. 
~ O,!l ~ iac-:>c 

£ 

Particular. of Land acquired 8ince 3181 Marc/•, 19 • 

£ £ 

PART 6. 

Reference to Land shown in otMr J!elurna. 

In addition to the land included in this return I am bene
ficially interested in tho I.nd of th~ following p•rtnol!lhipa, 

3 

deceased pereo11B' estates, or other trusts, syndiCI\tes, busi
nesses, or undertakings :-

L 14. 2. 5. 
& ~ 

Declaration. 

I, , of , do hereby solemnly and sincerely 
declare that the particulars sot forth in this return are truo 
and accurate in every particular a.s at noon on tho 31st dn.y 
of M•rch, 19 • [U81Uil•ignature.] 

Dated at this day of ,19 

Capacity in which I make this return : [If 11ot made by tilt 
taxpayer, stale whelher aB trustee, aUorney, agent, IJtcrelary, 
director, or executor] • 

l•'ORl\( No. 3. 

Tho L•nd and Income T•x Act, 1023. 

RETURN OF INCOME. 

Derived during tho Year ended 31st Morch, 19 , by-

Surname. Cbrlst.lan Namo ln !ull. 

Occupation. 

Address (~here notlrcs, &o., may be I ~ ~~~~~~~t·ut In N•·W Zen laud 
sent or served). at.utc here plu.cc of re.11ldenco. 

I -----------·------- -- -~-

PART A. 

0/aima for Special EzemptioM. 

NoTE.-ln the case of partnerships, the particulars in 
respect of each partner should be separately shown. These 
exemptions should not be entered in any other part of this 
form. 

1. Amount actually paid by me during tho year
( a.) AB life insurance premiums on my own 

life, for my own benefit or for tho 
benefit of my wife and children • . £ 

(b.) To Superannuation Fund . • . • £ 
(c.) To National Provident Fund or Insurance 

Fund of friendly society . . . • £ 
[Specify name of fund here.] 

2. Amount claimed in respect of my own children under tho 
age of eighteen years dependent on me, particulars of 
whom are given hereunder (£60 for each child). 

Name or Child. 
1 Placo of Dlrth. .l. Dato of Birth. 

3. Amount contributed during tho income yea.r 
towards the support of my widowed mother £ 

Full name and address of widowed mother : 

4. Five per cent. on the capital value of my interest, a.s ahown 
on d.i.strict valuation roll, in the land used in the pro
duction of the income ahown in this return, namely :-

A.R.P. 
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PART B. 

Statement of Receipts and Expenditure in ~upect of properties 
let* or Royal tie& derived from Land durul{J the Year ended 
on 31Bt Jfarch, 19 

RecelptA. E."tpendlturc. -I-; 
Rental received from 

houses• 
Rates 
Ground-rent paid in re-

spect of lease 
Insurance 

Rental received from 
farming property let 
to [Stale namu and 
addrtMea of tenants] 

Rental received from 
business premises 

Rental received from 
other sources 

Royalties [Specify] 

Repairs and maintenance 
Expenses of collection 
Mortgage interest [Stale 

names and addreBBe& of 
mortgage&~] 

Other interest [State 
names and- addrea8e.s 
of perBan8 to whom 
money iB moing] 

Net income from pro
perties 

Total .• £ Total •• £ 

• Including rental from subletting rooms or hous('8-

PART C. 

Income derived from Sal.ary, Wage,, Inter~, &c., or f!om a 
Proje,sion, or a Trading or ltfanufacturmg Underlakmg. 

During tho year ended , 19 
(Notc.-Thls nmy be taken for TWJ::J,VJ.: ~IOXTIIS ending at date of 

t~tocktllklng or annual balance nearest to :Jlst ~I!m'h.) 

1. From salary, wages, allowance.J, or tonus, 8.3 

employee of.. . . • . . . . 
2. From commissions, &c., received from or credited 

to me by .•...•.. 
3. From pension, annuity, superannuation, or 

retiring-allowance, or other annual payments 
4. From interest-

(a.) On registered mortgages of land and unpaid 
purchase-money for land sold 

(b.) From Government loatlB (not including war 
Joana at 4! per cent.) 

(c.) From debenture interest, issued by local 
and public authorities 

(d.) From any other source (state source) .• 
5. From mining (not to include dividends on shares 

in registered mining companies) 
6. From dividends pa.id or profits credited by any 

building society 
7. From royalties (state nature of royalties) 
a. From goodwill derived from any lease, license, or 

easement affecting land 
9. From the profession of ..•..... 

10. From any other source (state source) ....... . 
11. From the trade, business, manufacture. or con-

concern of •••••••• aa follows :- ---

Sales both for cash and on credit for 
twelve months ending at date of 
stocktaking (including goods sup
plied for taxpayer's own use, and 
goods used in the business or upon 
buildings, plants, fixtures, &c.) I 

£ £ 

Stock in hand at date of stocktaking 
on expiry of the twelve months I_ 
~- I . 

Stock in hand at the commence- ] 
ment of the twelve months . 

Amount. 

£ s. d. 

Purchases of stock for twelve I 
months ending at date of 
stocktaking (at cost laid down ] 
on the premises) I • 

Labour and materials used in I 
manufac~ures [ThiB Blwuld only ~--[ 
appear 'n ca&M of a manu- , 1--~ facluring lnui.nu8] __ , __ 

Total of itema I to I r .. .. £I 

( Bxpe118es 

DEDUCTIONS. 

i1tcurred in the Production of the 
above Income.) 

Salaries and wages (not to include auy sums 
drawn by proprietors, or any sums ded~cted 
above under heading" Labour and matenals .. ) 

Rent (include only rent of premises or portion of 
premises used exclusively for the purposes of 
the business), not to include rental value of 
premises owned by taxpayer [Git•e name and 
nddrus of owner of land] 

Rates on business premises or portion of premis~s 
"used exclusively for the purposes of the bust
ness (not to include payments for land-tax or 
income-tax) .. 

Fire insurance (premiums on business premises 
and stock only) 

Marine insurance [State to whom payable] 
Accident insurance (for employees only) .. 
Exchange and discounts allowed, less amounts 

received 
Interest on registered mortgage [State nama and 

addreBBetJ of mortgagees and amounts paid to 

Ot~:luterest (not to include interest on capital 
nor on money borrowed to invest in war loans 
other than Poat Office Inscribed Stock) [Stale 
name and addre.s8 of, and amount paid to, each 
person] 

Repairs or maintenance of machinery, plant, or 
business premises (not to include additions or 
improvements to property or plant, or any 
depreciation) 

Travelling-expenses incurred in the business 
only . . . 

Printing, stat10nery, advertlBmg, stamps, and 
telegrams 

Petty expenses. incurre? in the b_u~ineSB only 
(not to include donations, gratwttes, or sub
scriptions) 

Bad debts (to include those proved to be bad 
during the year and actually written off the 
books, and no others) 

Other itema (to be specified) :-

Total deductions 

--------~ 

Net income •• 

---------------- ~ --

Amount 

£ s. d. 

£ 

Cure 11houh.l be taken to flll up the nl1ovc lt<'ln!los corrt·l'tly ns po~:~s!IJI<' 
l'io nv1•ru{t:t'8 or estimates will Lc n1·ccptcd. 

PART D. 
]1U',ome derived from the BusimMB of dealing in Live-IJtock, 

Meat-, Butler, Cheeae, Grain, Fruit, or otiler CropR (Sec
tion 79 (e)). 

During the Y car ended • 19 • 
!NOTE.-'l1tls may be tukcn for TwELn: !'IIONTDS ending nt date of 

stocktaking or mustering ucurest to 31st . .\lnrch.) 

Sales of live-stock during the year for 
cash and on credit:

sheep, sold for 
cattle, sold for 
horses, 1:10ld for 

Other live-stock [Specify] sold for 

Sales of produce during the year for 
cash and on credit :

Wool, meat, hides, skins 
Dairy-produce 
Grain 
Other produre [Specify] 

Rent received for any part of farm let 
for grazing, cultivation, or other 
purpose 

Amount received for hire of live-stoclc 
or implementa 

Estimated value of meat and other 
produce of the farm used for private 
and domestic purpolfes 

Value of live-stock and pr;oduco given 
in exchange for goods, provisions, &c. 

£ £ £ 



1 ncome derived from the Bu-siness of dealing in Live.JJtock, 
rec.-continued. 

Live-stock on hand and not sold at end 
of year (31st March, 19 • or other 
stocktaking du te as shown a hove) :-

PER HBAD, 
sheep, valued at .. 
cattle, valued at .. 
horses, valued at .• 

Other live-stock [Specify] valued at 
, [Specify] valued at 

NOTE.-It Is ad\'IAAb1fl In the cnse of n con
t.lnulm~ busln<'SS to adopt. a ~tnndard value 
PF.R HE.m ror cnch class of live-stock, nnd 
to adhere to that ,·nine PER HEAD In sub· 
sequent returns. 

Produce on hand at end of year (31st 
March, 19 , or other stocktaking 
date as shown above):-

wool (estimated value) •• 
grain (estimated value) .. 

Other produce [Specify] (estimated 
value) 

Less-
Live-stock on hand and not sold at 

beginning of year'{ 1st April, 19 • 
or other stocktaking date :-

PER H£.-\D. 
sheep, valued at .. 
cat.tle, valued at , . 
horses, valued at .. 

Other live-stock [ Spec•Jy] valued at 
., [Specify] valued at 

Produce on hand at beginning of 
year (1st April, 19 , or other 
stocktaking date):-

wool (estimated value) .. 
grain (estimated value) .. 

Other produce [Specify] (estimated 
value) 

Purchases (if any) of live-stock dur-
ing year:-

sheep, bought for .. 
cattle, bought for .. 
horses, bought for .. 

Other live·stock [Specify] bought 
for 

Value of Jive-stock and produce 
received in exchange for live
stock and produce 

£ £ 

_____ G_r_o_sa _i~~o=m:-•:__ __ ··.:_· __ __:_· .:_• _.::.£ I 
DEDUCTIONS. 

Rent payable for farm [Git•e 7Ulme and address 
of owner of land] 

Rates . . . . . • • • 
Fire and accident insurance . • . ·1 
Marine insurance [State to wliom payable] •• 
1\lortgnge interest [Gil:e nameJJ and addressru of 

mortgagea and amount paid to each] 
·•Other interest [Gir:e names and addresses of II 

person/J to whom the money is owing and 
amount paid to each] 

Seed bought (include only for annual crops 1 
and renewals of pasture) I 

Feeding-stuff bought for stock (not to include I 

feeding-stuff grown on farm or any produce 
received in exchange for live-stock, &c.) 

Wages paid for labour, &c., on farm (not to in
cltlde labour on improvements or any allow
ance for taxpayer's own services) 

Rations bought for employees whose labour is 1 
included in foregoing item (not to include : 
produce of fa~m used for feed in~ employee~) 1 

Repairs and mnmtcnance (not to mclude nddt- , 
tiona or improvements to property or plant) 1 

Freight and Cilrtage · · • · · · 1 

1\lnnure, sacks, twi~e, cases, woo~-pac~s . . 1 
1'hreshing (not to mcludc any 1tem mcluded 1 

above in wngcs) 
1 Petty expcnsC'a . . . . · · · · 

£ 

Other expenses (to be spt>cificd) . . • • ,---
[Continue 011 a separate slleel, if neres11ary] 

1 

__ £_

1 

__ 

Net income .) . • . . 

5 

PART E. 

lnwm.e from 8ale.'l of Land or any lnlere&t therein (including 
Hou.ses or otlter Buihlings erected on tl1e [a11d) during tht 
Year ended , 19 • 

£ £ 
Sales of land during the year: [Area], sold for 
Land unsold at end of year at cost price, plus 

improvements: [Area], valued at 

Less land held at beginning of year at cost 
price, plus improvements: [Area], valued at 

Purchases of land during the year: [.Area], 
bought for .• 

Expenditure during the year on im
provemenUJ: [Specify nature of im
provements) 

1--
Gross income •• 

Less other expenses incurred during the year, 
namely:-

Net income £ 

----------------------~~ 

Statement No. 1.-Nat11M, Addresdes, and Sharea of Parlner6, 

(To be filled up in the case of returns made by or on account 
of a. firm or partnership.) 

A mount cr('(Jited to roch Partner, 

Total 

' 

'l'hls total should agree with "Total ussC'<Sable Income" £ 
on summnr}' • • , • • • • , , , _ 

• Till' amount!~ to whkb Mf'il pn rtner Is l'ntltlcd 11lJOUid be 11hown In 
th1·sc mhunns, whctlwr IH.tualiy drawn or not. 

Slalemem No. 2.-Tru•IIR.II' SI<UemonL 

(To be filled up in the case of a deceaaed person's estate or 
other trust.) 

Nrune In full of each I 
llcncflclu.ry. Occupation. 

Place of 
Rc!!ldencc. 

Share of i•(Sco 
Net note 

Income. below, 

' £ 
I 

This total 11hould ngrc<' with "Total n.&.;Cll!lnblc £ 
Income" on summary • • • • • • -- -

• PIMfiC JndJcnt€' In this column hy " Y111" or " No" wh1•t1wr or no' 
llw henlldan Jsenf.lllcd to dNunnd his or lwr 11hurc ol the lneome during 
t.hc lneomc );ear. 

PART F. 

Reference to ln~ome shown in 
olher Retur1UJ, 

In addition to tho income 
included in this return, I am 
beneJicinlly interested in the 
following partnenthips, de
ceased person's esta.tcR or other 
trusts. syndicates, businesses, 
or undertakings. 

I. 
2. 
3. l• 

4. 
5. 

" 

S1tmmary. 

Net income shown in 
Part B 

Net income shown in 
Part C 

Net income shown in 
Part D 

Total fl880S88.biA 
income £ 

£ •• d. 
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(To be 

PART G. 
Return as Agent for Debenture-holder". 

filled in by companies and other corporate 
which have issued debentures.) 

I 
SCHEDULE 

bodies 
1 

Statement of 

B.-RETURN OF l::o;COlllE BY INSURANCE 
GUARANTEE CoMPANY. 

OR 

Gross Jnc.ome from BrU~iness and Deductions· 
therefrom. 

Return of the income of the debenture-
holders received or receivable for the year ended 
the , 19 £ 

PART H. 
Return of DireGtors, Auditors, and others. 

(This part applies to registered companies only). 
(All amounts should be included in this list.) 

Name in full. 
Statu~ 

as reJ~;ard>l 
Compuny. 

Address. 
Amount 

of Fees, &c., 
earned.• 

• Tb(' figun-s In the'5e columns should rf'prcscnt tht• 1wtunl salary 
or emolument for the year (•ndt>d 31st )larch, 19 , and not for the 
pertod con•red by the taxpayt·r's Lalanec-shect, If made up to another 
date, 

(XOTF..-Thls nmy lw taken for Twt:Ln: :\lo:OOTHS ended 
stocktaking or annual bnlnucc ue;aru;t to :H~;t ll:arch.) 

at d:atc of 

For the Year ended • 19 
---,-~-

Amount. i Total. 
:--

Gross premiums received £ I £ 

Reinsurances (with companies re- '----
presented in New Zealand only) 1-

Less: Returns I 

'----'--
Deduct losses on risks undertaken in New 

Zealand, less recovePies 
Income from rents 
Income from investments 
Other income in New Zealand .. 

£ Gross income in or from New Zealand -+o----
DEDUCTIONS Fno·~r onoss INCOME. ~-

Salaries, wages, and commissions •. If there should not. he suffident space In either of tlw ni)()\'C Parts, 
a sheet givlm:: the n•tJUircd infonnation may be attached. Rent (include only rent of premises or por-

'1 tion of premises u!>ed excl.usively .-for I 
PART I. ~he purposes of the busine~ ), not to 

S l t ' ,, .f A'A d l "ab "l 't, t 31 , '[ h 19 I mclude rental value of prem1ses owned .a emen~ OJ .'188~ an ..t 1 ~ le8 as a x~ ..1., arc , , b t · 
for the Purpo!le of determi11im] the Anwunt of Capital Ra.~ axp~ye~ . t' f 
employed in the Production of the Income. ~n usmess pre~lSes or por ton o 

---'--------------,------------- preiDJSes URed exclusively for the pur-

I
ll poses of the business (not to include Llnhilltie.<> (incurred in Assets (used In the Production 

the Production of th'! Income). of the Income). payments for land-tax or income-tax) 
Annual license fees . . .. . . . 

----------,-------T---------- Firo insurance premiums (on business 
Mortgages 
Deposits 
Other in"\"estmenta 
Unpaid purchase-

money 
Loans .. 
Bank overdraft .. 
Bills payable 
Sundry creditors .. 
Other liabilities (if 

any) 
Reserves 
Balance of Profit 

and Loss Account 
Balance .• 

(Capital Aceount) 
1---1 

Total £ 

Names of partners 
and shares in 
capital:-

Total £ 

• 

Land and buildings 
Sundry debtors -
Bills receivable .• 
Plant, machinery, 

and implements 
St-ock-in-trade 
Live-stock 
Farm produce 
Cash in hand I 
Cash in bank 
Other assets (if 

any) 

Total £ 

A copy of the taxpayer's unnunl Lnlance·sbcet nt the above date 
will be accepted In lieu of the abo\'c pnrtlculars. 

Declaratio-n. 
I, , of do hereby solemnly and sincerely 
declare that t-his return includes the whole of the assessable 
income derived during the period indicated, and that all the 
statements <'.ontained therein are true, accurate, and com
plete in every particular. 

Dated at , this day of 19 
[Usual signature.] 

C11pacity in which I make this return: [If not made by the 
ta_rpayer, state UJhelher a& trustee, attorney, agent, secrelary, 
d1rector, or executor.] 

SchedulelJ to Form No. 3. 
ScuEDULE A.-RETURN TO BE SU..PPLIED BY BANIUNG 

COMPANIES. 

(a.) Total assets and liabilities of the banking com-
pany for the four quart;(>rs ending on- £ 

30th ,June, 19 •• 
30th September, 19 __ 
31st December, 19 •• 
31st March, 19 , , 

(b.) Average of total assets and l&.bilities for the 
four quarters . . • • . . 

(c.) Income derived by banking company during 
;,,.,,nH•.••,-..,r !lQ inf..-.rf•qf '"' ,J .. J,..,,~., .. ~n : ........ ,1 

premises and stock only) 
Exchange and discounts aJlowed, less 

amounts received 
Repairs or maintenance of business pre

mises (not to include additimlS or im
provements to property, or any de
preciation) 

Travelling-expenses incurred in the busi
ness only 

Printing, stationery, advertising, stamps, 
and telegrams 

Petty expenses incurred in the business 
only (not to include donations, gratui
ties, or subscriptions) 

Bad debts (to include those proved to be 
bad during the year and actually 
written off the books, and no others) 

Interest on regif!tered mortgagE's [State 
names and addreases of 11Wrlgagees and 
amounts paid to each] 

Other interest: [State name and addr€J18 
of. and amount paid to, each person] 

Other items (to be specified) . -

Total deductions . ' -· 
Net income -- -- -· 

--- ----- - -

£ £1 

Cnrc should be taken to Oil In the nbo\·c Items as correctly as possible. 
No a\"crag!'s or rstlmnt.cs will Le accepted. 

ScHEDULE C.-RETURN Ol!' . INCOlllE BY FoREIGN · LIFE· 
INSURANCE COl'ltPANY. 

Part A.-Statement of lrn:ome and Expenditure in rupect of 
Properties let during tlte Year ended on .1Jet March, 19 

____ I_n_co_m_c_. ___ _,I_•-----;I'-I-__ E_·--•P_'._"_d_ltur_c_. _---T £ 

I 
Rent-s derived from 

houses 
Rents derived from 

farming property let 
to [State names arnl 
addresses of tena11ta] 

Rental derived from 
business premises 

Rental derived from ' 
other sources 

[Specify]:-

• 

Rates •. 
Ground-rent paid in re-

spect of lease 
Insurance .. 
Repairs and maintenance 
Expenses of collection .• 
Mortgage interest [Slate 

nameJJ and addresses 
of morlgagee.o] 

Other interest paid to 

I 
f State names and ad
drees€8 of per8cnUJ to 
wltom money i8 owing] 

! Net incomes from pro-
! perties 
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Part R.-J'ive p~r f!ent. on t~e G'api~a~ Value of my Interest, 1 SciiEDULE F.-RETURN OF INCOME BY Col\tPANY ENOAOEI> 
ax RhO/t''! on Drstnct Valuatwn 'Roll, tn the Land u11ed in the IN SHIPPING AND HAVING H&AD OFFICE IN NEW ZEALAND. 
Productwn of the income from Rents, namely-

A.R.P.' 

Part C.-Particulars of lnt.estments.• 

~nturc of Inwstm('nt. Amount of 
Inve;:tml'llt. 

£ 

Rnt{' of 
lutt'N'St. 

Per Cmt. 

Registered mortgages of land and unp~id pur
chase-money for land sold 

Total £ I 

£ 

Amount or 
lnt<.•rcst. 

£ s. d. 

• Xon:.-lnveRtmC"uts in or out. of Xt'W ?.t•<Jlnwl made on behalf of 
New Zt•lLhuul Brandl should lw lndmkd. 

ScHEDULE D.-RETURX oF Isco~IE BY Gor.D-ML...,ING oa 
ScHEELITE-~IINING CmtrANY. 

Total sum paid during the above year as dividends £ 
tD the f'hareholde~ (including all sums distributed 
in any manner and under any name among the 
shareholders on account of profits) •. 

Half the above amount 

ScHEDULE E.-RETURN oF I:sco:o.tE B\·TaAVELLINO THEATRI
CAL COMPANY, OR OTHER TRAVELLING PUBLIC ENTER· 

TAINER. 

Statem.ent of Gross Income and 
the Period from 

Deduction11 therefrom for the 
to ' 19 

GROSS TAKINGS. 

Place. 

Gross income •• 

DEDUCTIONS FROM GROSS INCOIIIE. 

Salaries and wages (not to include any sums 
drawn by proprietors) 

Rent and lighting 
Fire immrance (premiums on scenery, pro

perties, and plant only) 
RepairR of scenery, propertiea, or plant (not 

to include additions or improvements to 
scenery, properties, or plant, nor any 
depreciation) 

Travelling-expenses incurred in New Zea

land only 
Printing, stationery, and advertising .. 
Petty expenses, incurred for the business 

and in .Vew Zealand only (not to include 
donations, gratuities, or subscriptions) 

Other iooms (to be specifiel) 

Total deductions 

Amount.. I Total. 

£ £ 

£ 

I 

Statement of Gross Income and Deduclionll therefrom for tl1e 
Year e11ded , 19 

(Non:.-Thi.'l mar !J(' t:akrn for Twr.r.n: 1\IO\TIIS t•mlt'tl nt dnh• of 
stocktnkln~ot or urmu:d lwlaJH't' m·artst to :1111t Jl:m·h.l 

GROSS INCOME. 

Amouut. ! 'J'otnl. 

£ £ 

Total gross inC'Offi(' £ 

I DEDUCTIONS FR03t GROSS INCOltE. 

I Salaries and wng:cs . . • • 

£ £ 

Rent (include only rent of prE-mises of por
tion of premiHcs used exclusively for the 
purposes of thf" business), not to include 
rental value of premises owned bj tax
payer 

Rates on business prcmisl"-S or portion of 
1 

premises used exclusi vcly for the pur
poses of the busineKS (not to include pay
ments for lnnd-tnx or income-tax) 

Fire and marine insurance 
Exchange and discounta allowed, less 

amount~! received 
Repairs or maintenance (not to include 

additions or improvements to property 
or plant, or any depreciation) 

Travelling-expenses, incurred in the busi
ness only 

Printing, stationery, ad\•ertising, stamps, 
and telegrams 

Petty expenses, incurred in the businesa 
only (not to include donations, gratui-
ties, or subscriptions) I 

Bad debts (to include those proved to be 
bad during the year and actually written 
off the books, and no others) 1 

Interest on rcgiRtcrl"d mortgages : [Stale 
1
. 

namea and addreBBeiJ of mortgageeJJ, and 
amounts paid to each J j 

Other items (to b · specified) 

Other interest : (Stale name and addresel 
of, and amount paid to, each person] 

----
Total deductions 

Net income 

SCHEDULE G.-RETUBN OP 1NC031E BY PERSON OR COMP.U.'"Y 
ENGAGED IN SHIPPING AND HA.VING HEAD OFFICE OUT or 

NEW ZEALAND. 

Dat<' of 
Sailing. 

For Y edr ending 

Nnme<J or Ships. Dc!itlnatlon. 

19 

Vnlw· of I Value of 
l<'rdght. iJ>ns~u~el!l. 

____ i 

£ £ 

Net income- £ Thlllorm, when completed, to be forwnrdt't.l to C'otum!N!lom·r of Tuxtf' 
-- d.lret:t. 



ScHEDULE H.-SPECIAL RETURY (under Section 108) by 
1\IASTER or AoENT of SHIP~ on behalf of NoN·RES~~T 
PERSON, FIRM, co~Q>ANY, or PUBLIC AUTHOR!TY de~vmg 
Income from the Carriage bv Sea of MerchandlSe, Malls, or 
Passengers shipped or emb8.rked in New Zealand for the 
undermentioned Voyage :-
Principal's name: Agent's name: 
Address Address · : 

Vessel: Owner: Voyage from 

Freights by Weight. Freights by lleasure· Ot.ht'r Freights. ment. 
·---

£s.d.'£s.d. 

I 

I 

==---:;-- "'"':"""'" ----

To 

£ •. d. 

I 
I I --- - -- -

Date: 

Passages, &:c. Gr oss Total Freights and 
Pa .. •;.sagcs, &c. 

£ s. d. £ s. d. £ s. d. 

Tax payable on total assessable income to dA.te .. 
Less total previous payments since 31st 

March last 
:Balance now paid, v9ucber No. 

19 
, of 

£ s. d. 

• , .••.•. , Officer of Customs. 

8 

£ .. d. 
Assessable income (5 per cent. or 10 per cent.) .. 
.ARseS8flble income for previous assessments since 

:llst March last:
TA.x: £ 

.. £ .. .. .. .. .. .. 

Dated at 

£ 
£ 
£ 
£ 
£ 
£ 

£ 

' this 

Date: 

.. .. .. .. .. .. 
Total £ 

day of ' 192 
Signature of Agent: 

[Office Stamp.] 

A signed copy of freight-list may be attached, showing 
-required particulars. 

Thi~ form w!Mn completed ro be forwarded direct to Commi8-
8ioner of 'l'axes, Wellingto1. 

Dupliwte copy to be retained by Collectcr of Cu~tont8 and file 
with o(Jice ropy of manijeJJt. 

I, , 1\laster [Agent] of , do hereby declare 
that I have the means of knowing and do certify that the 
names, addresses, dates, places, quantities, rates, amounts, and 
other particulars entered by me on the face hereof are true 
and correctly stated. 

, Master [or Agent]. 
Compared with bills of lading, freight-lists, charter, con

tract, or agreement and found correct. 
•.. , Officer of Customs. 

Notice to Jfasters or Agt:nl8, 

1. This return must be filled in by masters or agents of 
vessels shipping or embarking cargoes or passengers, coast
wise or foreign, whenever freights, passage-moneys, or charter
moneys are payable to or collected for non-resident persons, 
firms, companies, or authorities who have 1wt made special 
arrangements with the Commissioner of Taxes for returns 
direct to him. 

2. Where for any voyage non-resident owners or charterers 
daim they are deriving no income, or the gross income of 
non-resid~nt is stated at less than the actu-al total freight 
and pasnnge-money, the mnster or agent must give in writing 
any required particulars (suc_h as names and addresses of 
parties, date, place, and pret?Vl of terms) from charter, con
trnct. or agreement, producmg same lifo the clearing-officer 
<Or attaching a copy hereto, to prove such claim or statement. 

-- - -
I -. -~ Estlm:;,d 

' 
Name Description I Gros<J Rat<> of Amount 

j Procc1•d'J l'roflta 1 of of Address. of 
Trader. Goods.• !'f I pt·r 

I 
Profits. 

I ' I Busmi'SS. I Centum. 
' 

I 
£ £ 

I 
I 

I I ---- ---- ----- ---------

Total .. . . . . .. £ I 
I 

• H~-re stat<·" Soft ll'09dl'l."" lronmonJ:<r}'," o.b· .. n11 tht> t>.a~;e may bt>. 

~ooda received from Abroad and sold in New Zealand on 
C01Uiignm<11t Account for Year ewkd 3181 March, 19 

Name 
of 

Consignor. 
Address. 

nesc.~ftlon 

Goods.• 

Net 
Proceed<~ 

of 
Account 

Sales. 

£ 

Estimntt'd 
R.ate of 
Profits 

per 
Centum. 

Amount 
of 

Profits, 

£ 

Total £ £ 

• Here state" Soft goods," "Ironmongery," &c., as the case may be 

SCHEDULE J.-RETURN OF ToTAL BusiNESS DONE IN NEw 
ZEALAND, EITHER DmECTLY OR INDmECTLY, BY NoN
RESIDENT AGENTS OR NoN-RESIDENT TRADERS. 

Period from to , 19 

Name of Customer. 

Total •• 

I Addross. Invoice. 
Estimated 

Net 
Profit. 

.. ~~-£ £-

FOJLU No.4, 

NOTICE TO liAKE RETURNS OF LAND. 

Under the Land and Income Tax Act, 1923. 
Land and Income Tax Department, 

Wellington, 19 
NoTICE is hereby gi\~en that, in pursuance of the above Act 
and the regulations made thereunder, every person and com 
pany within the meaning of the said Act, whether a taxpayer 
or not, being owner of land in New Zealand, is hereby re 
quired to make and furnish to me, in the prescribed form, 
returns of such land as at 12 o'clock noon on the 31st day of 
March, 10 . 

If the total unimproved value of the land of any person or 
company, as assessed under the Valuation of Land Act, 1908 
does not exceed £500, a return of land need not be furnished 

And, further, notice is hereby given that such returns shal 
in all cases be delivered at or forwarded to the office of the 
Commissioner of Taxes, in the Government Buildings at 
Wellington, on or before the day of , 10 

Commissioner of Taxes. 



FORM No.5. 

NOTICE TO MAKE RETURNS OF INCO?tiE. 

Under the Land and Income Tax Act, 1923. 

Land and Income Tax Department, 
Wellington, , 19 • 

9 

I 
This notice should be retained for the purpose of checking 

the account when received. This is not a demand for to.x, 
the. ~ue .date for payment of which will be advertised and 
notified m tho(post-offices about the end of January, UJ • 

········ 
NOTICE is hereby given that, in pursuance of the above Act 
and the regulations made thereunder, every person and com
p~n~, whether &; taxpayer or not, having derived income 
mthin the meanmg of the said Act during the year ending 

. 31st March, 1~ , from &DJ; source or by any means which is 
mad? the subJect of taxat~on under the said Act, is hereby 
reqwred to make and furrush to me, in the prescribed form 

Gross income 
Add 

Deductions : : 

Commissioner of Taxes. 

Earned. Unearned. 
£ £ 
£ £ 
£ £ 

returns of such income on or before the day of ' 
19 . , 

Returns of income are required to be furnished by all 
companies and persons in business, whether for the whole 
or part ~f the i~come-~ear. They are also required from all 
persons m. receipt of mcome from salary, wages, interest, 
rent, annmty, or other annual payment, where such income 
exceeds £250 per annum. The returns are required annually 
fro~ such pe~ons notwithstanding that by reason of the 
spec1al exemptiOns allowable by law they may not be liable 
to pay tax. 

In cases where the Commissioner has agreed to accept 
returns for twelve months ending at a date subsequent to the 
31st March, such returns shall be made within two months 
of such subsequent date. 

And, further, notice is hereby given that such returns 
shall in all cases be delivered at or forwarded to the office of 
the Commissioner of Taxes, in the Government Buildings at 
Wellington. 

Commissioner of Taxes. 

}rQIUI No. 6. 

LAND-TAX AssESSMENT NoTicE, 19 -19 • 
Land and Income-tax Department, 

To Wellington, , 19 
TAKE notice that you have been assessed for land-tax in 
respect of land owned as at 31st March, 19 , as shown 
below. 

If the particulars appearing hereon are incorrect in any 
respect, you may make an objection in writing, stating 
shortly the grounds of your objection. The objection must 
be received at the office of the Commissioner of Taxes, Wel
lington, not later than , 19 , otherwise the assess
ment must stand, and tax as assessed will become payable. 

This notice should be retained for the purpose of checking 
the account when received. This is not a demand for tax, 
the due date for payment of which will be advertised and 
notified in the post-offices about the end of October. 

Under this notice no objection to the value put on the land 
under the V aluati9n of Land Act, 1908, can be entertained. 

Commissioner of Taxes. 
Unimproved value of land {particulars hereunder) £ 
Exemption .. 
Taxable amount 

Total tax payahlo 

--~- ------~- ~·--

No.oo 
District 

Valuation 
Roll. 

Deacrlptlon. 

Unimproved value of land a.~t 
assessed last year 

Jo'OH..M No.7. 

Area. 

A. R. P. 

Un· 
Improved 

Value. 

£ 

INcoME-TAX AssBSSMENT NoTICE, 19 -19 • 
Land and Income Tax Department, 

To Wellington, , 19. 
Land and Income Tax Act, 1923 

TAKE notice that vou have been &Messed for income-tax in 
respect of income derived during the year ended on the 31st 
day of March, 19 , as shown below. 

Less £ £ 

£ £ 
Assessable income •• -£ 

Add £ 
-£ 

Less special exemptions as under-
Under section 74, Land and Income Tax 

Act, 1923 .. £ £ 
Children allowance £ £ 
Life-insurance premiums, s~Perannu~: 

tion and National ProvLent Fund 
contributions £ £ 

Contributions to a·;pport di widow;d 
mother . . • • . . £ 

5 per cent. on capital value, £ , of 
the taxpayer's interest in land used £ £ 

-£ -£ 
Taxable income £ £ 

Total taxable income .• £ 

Tax payable on £ £ 
Le&s 20 per cent. thereof £ 

£ 
, 10 per cent. in respect of 

earned income • . £ 

Tax payable £ --
Jo'ORll No. 8. 

NOTICE OF OBJECTION TO AssESSMENT o:r LAND·TAX. 
The Land and Income Tax Act, 1923. 

To the Commissioner of Taxes, \Vellington. 
I HEREBY give notice that I object to your assessment of 
land-tax in respect of land owned by me for the followin~& 
reasons [Here state slwrlly and clearly the rUUoniJ for objection.] 

[Date.] [Name.] 
[Address.] 

}o'ORJU No. D. 

NoTICE OF OBJECTION To AssESSMENT oF INCOME·TAX. 
The Land and Income Tax Act, 1923. 

To the Commissioner of Ta:xea, \Vellington. 
I HEREBY give notice that I object to your assessment of 
my income-tax on the following grounds [Here state 8/wrlly 
and ckarly the reasons for objtction.J [Namt.] 

[Dale.] [Addr,...] 

FORJl No. 10. 

DECLARATION AND INFORMA'l"ION REQUIRED IN SUPPORT OJ' 
AN APPLICATION FOR ADDITIONAL EXEMPTION UNDER 
SECTION 50 OF THE LAND AND lNCOliE TAX AOT, 1923. 

Name of Applicant [Surname, Christian natrn!, a11d addre.J~]. 
Qu~tlon. Anawcr. 

1. What is your present age 1 • • • • 
2. Are you married or single, widow or widower 1 
a. \Vhat is your total annual income from all 

sources 1 
4. Are you entirely dependent upon the above 

income for your support 1 • • • • 
5. Do you receive any monetary assistance from 

relativea or others ; and, if so, how much 1 
Have you included this amount in the total 
income stated under answer number 3 1 ... 

If the particulars appearing hereon are incorrect in any 
reapect you may make an objection in writing, stating shortly 
the grounds of your objection. The objection must be 
received at the Office of the Commissioner of Taxes. Wei· 
lington, not later than • , otherwise the assessment 
must stand, and the tax as assessed will become payable. 

6. What are the respective ages of t-hose dependent 
on you for support, if anv 1 [State if wholly 
ur partially dependc"l ,· a;ul; if the latur, the 
extent of depe1ldeu.('-e] • • . . • • 

7. Are you incapacitated by any canso from increas
ing your income ~ If so, state cause 

8. If the premises you occupy are owned by yourself, 
what is the annuallet.ting value of same 1 
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I, the person replying to the foregoing questions, do 1 FORll No. 13. 
aolemnly and sincerely declare that the a.nswers written a hove Land and Income Tax Act, 1923, and the Justices of the 
are true and correct and contain all the information known Peace Act, 1908. 
to me in connection with the matters inquired into, and I 
make this declaration under the provisions of the Land a.nd 
Income Tax Act, 1923. 

Signed at , this day of , 19 • 
[Usual &ignature.] 

FORA£ No. 11. 

La.nd and Income Tax Act, 1923. 

STATUTORY DEOLARA'l'ION IN SUPPORT OF A.PPUOATION :FOR 
ExEMPTION UNDER 8ECT[QN 61 OF THE Lum AND INCOME 
TAX ACT, 1923. 

I, of , do solemnly and sincerely declare :-
1. That, on the day of , 19 , I agreed to 

sell, and , of , agreed to purchase, the land 
described in the Schedule hereto. 

2. That the said agreement has been duly executed and is 
still in force. 

3. That possession of the said land has been delivered by 
~e to the said purchaser on the day of , 19 , 
m pursuance of the said agreement, and that he is still in 
possession of the same. 
. 4. That the total purchase-money under the said agreement 
18 £ , and that the sum of £ , being part 
thereof, has been paid to me by the said purchaser in pur
suance of the said agreement. 

6. That no money has been lent by me, directly or in· 
directly, to the sa.id purchaser and is still unpaid. 

6. That no liability of the said purchaser is directly or 
indirectly guaranteed by me. 

7. That no money other than the said purchase-money is 
owing to me on the security of the said land. 
. And I make this solemn declaration conscientiously believ· 
mg the same to be true, and by virtue of the Justices of the 
Peace Act, 1908. [Signature.] 

Declared at , this day of , 19 , 
before me-

.Justice of the Peace 
[or Solicitor, or Notary Public]. 

FoaM oF DECLARATION TO ENABLE SociE'l'IES, TRUSTS, 
INSTITUTIONS, AND OTHER BODIES, WHOSE INCOMES ARE 
EXE!IPTED FROM TAXATION BY SECTION 78 OF THE LAND 
AND INCOME TAX ACT, 1923, TO RECEIVE PAYMENT ·OF 
INTEREST ON DEBENTURES WITHOUT DEDUDTION FOR 
INCOME•TA.X. 

I, , , of [lMert place of ahode and occupation], being the 
holder of debentures numbered , issued by . . 
do solemnly and sincerely declare that-

1. The interest payable in respect of the debenture invest· 
IJ'I~nt is the income of the [Insert name of society, trust, or 
iMtitution ]. 

· 2. Under the provisions of section 78 of the La.nd and 
Income Tax Act, 1923, the said income is exempt from 
income-tax. · 

And I make this solemn declaration conscientiously believ· 
ing the same to be true, and by virtue of the Justices of the 
Peace Act, 1908. [Signature.] 

Declared at , this day of , 19 
before me-

Justice of the Peace 
[or Solicitor, or Notary Public]. 

Noted by [T..ocal Authority]. 

FORM No. U. 

Land and Income Tax Act, 1923, and the Justices of the 
Peace Act, 1908. 

FoR.M OF DECLARATION TO ENABLE DEBENTUBE•BOLDEBS 
WHOSE HOME IS IN NEW ZEALAND, AND WHOSE TOTAL 
INCOME FROM ALL 80UBCES DOES NOT EXCEED £300, TO 
RECEIVE PAYMENT OF THE INTEREST WITHOUT DEDUCTION 
FOR INCOME•TAX. 

I, , of [lMert place of ahoile and occupation], being the 
holder of debentures numbered , issued by , do 
solemnly and sincerely declare tbat--

1. My home is in New Zealand. . 
2. My total income from all sources does not exceed £300. 

And I make this solemn declaration conscientiously believ
ing the same to be true, and by virtue of the Justices of the 
Peace Act, 1908. [Signature.] 

THE SCHEDULE ABOVE REFERRED TO. Declared at , this day of , 19 
that parcel of land. containing by admeasurement before me---

'and being Justice of the Peace 
[or Solicitor, or Notary Public]. 

[Local Authority]. FOBll No. 12. 
NoTicE OF CHA.NGE OF OWNERSHIP o:F LAND :ron LAND-TAX 

PURPOSES. 

To the Commissioner of Taxes, Wellington. 

Noted by 

FORJII No. 15. 
DECLARATION AND INFORMATION REQUm.ED IN SUPPORT Oil' 

AN Al>PLIOATION FOR REFUND OF TAX UNDER SECTION 99 
OF THE LAND AND INcoME TAX AcT, 1923. 

Name of Applicant [Surname, Christian name, and address] 

Particulars for lhe Year ended 31•t March, 19 

REFERRING to the underm.entioned land, at present assessed 
in the name of [Surname, Christian name, occupation address], 
I hereby give you notice, pursuant to section 6s of the 
La.nd and Income Tax Act, 1923, that I have ceased to be the 
owner of the land, and that my successor in title is [Surname, 
Christian name, occupation, and addre88 ]. e L 3. •• 6. 6. 7. 

I also hereby declare that the particulars hereinafter set 
forth with_respect to the said land are true and a.ccurate :-

Deacr:lptlon. Area. 

A. B. P.l 

Capital 
Value, 

£ 

improved Improve-Un· I 
Valve. ments. 

-~~ ·lj 't~ti •i! · ·r· · · ·1· · 
dJ~ H1]~ 

1£ £ £ £ 

I I I 

I I I 
Date of sale oP other disposition : • 
Date on which purchaser entered into possession : 
:Mode of disposition (e.g., sale, gift, or exchange, or as the 

""""may be): • 
Amount of purchase-money • • • • £ 
Balance of purchase-money unpaid at noon on 

3let March, 19 (if any) . . . ; • • £ 

[Signature.] 

'0 

41 .8-d 
~ ~] 
-- ~ -'------'- ·-'"--'-

'0 "" 
.,. .!,.C'O'"f;41 ... _ ... 

.,; 
cod i!." .e;g~41~ .,e i!. • ~<I! "a; ~·.g 013 ~ -· ~~ 

., --= ... :e .~ . 
~0 """' 'Oo..,CI 
""• .. <=l -~ -. ~0 

~5 ·~-= 
·~ •• '0 ~~~a ..... o• •• 6~]~~ •.a 00 .,., :> 
,;"' ao ~" Ol 1 ~-otn.ao> ... 

' --··- ~~--~-- ·-·-

£ I I Por I £ Cont. 

I I 
I I I I I 

8. The. amount of income derived by me from all sources, 
whether m New Zealand or elsewhere. during the above year 
was£ . 

I, t~e person furnishing the above information, do solemnly 
and smce~ly declare that the particulars written above 
are true and correct and <'ontain all the information known 
to me in. connection. with the matters inquired into ; and 1 
make this decJarat1on under the provisions of the Land 
and Income Tax Act, I 923. 
-ed~ .~ • ~~ ,19. 

Usual &ignature.] 
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FORM No. 16, 
Land and Income Tax Act, 1923. 

CERTIFICATE OF DEDUCTION OF INOOME·TAX, 

I HEREBY certify that, on paying to [Surname, Christian 
name, occupation, and addreas ], the sum mentioned in the 
first column of the subjoined statement, I deducted for 
income-tax the amount set forth in the second column of the 
said statement. [Signature.] 

[Place and date.] 

Amount of I 
Interest from 

Which I 
have deducted I 

the To.x. 

Amount 
of Income-tnx 

deducted 
by me. 

£ •• d. 

Period to which 
the Interest 

was due. 

Numbers 
tmd Description 

of 
Debentures. 

I· [Dale.] \ 

--'------

FOR~£ No. 17. 

Land and Income Tax Act, 1923, and the Justices of the 
Peace Act, 1908. 

FoRM OF DECLARATION AS TO TOTAL INCOME FROM ALL 
SOURCES. 

I, , of [lnaert place of abode and occupation], do 
solemnly and sincerely declare th.1t my total income from all 
sources (whetli.er assessable or not) does not exceed £2,000. 

And I make this solemn declaration conscientiously 
believing the same to be true, and by virtue of the Justices of 
the Peace Act, 1908. [Signature.] 

Declared at this day of 19 , 
before me-

Justice of the Peace 
[w Solicitor, or Notary Public]. 

FOR.Jl No. 18. 

CER'l'IFIOATE OF PAYMENT OF INCOME-TAX. 

DOMINION OF NEW ZEALAND 

Particulars of Tax charged and paid fw the Financial Year 
ended 31at March, 19 

NAME of taxpayer : 
Assessment :-

Taxable amount : £ . 
Rate of tax : in the pound. 
Amount of tax .. £ 

Less 20 per ce.ttum thereof £ 

£ 
LeaH 10 per centum in respect of 

earned income £ 

Total tax paid £ 

I certify that the above particulars are correct. 

Commissioner of Taxes for the Dominion. 
of New Zealand. 

Wellington, New Zealand, , 19 • 

FOR..'l No. 19. 
The Land and Income Tax Act, 1923. 

WARRAN'l' TO NoN-RESIDENT AGENT UNDER SECTION 109. 

To • 
I, , the Commissioner of Taxes within the Dominion 
of New Zealand [or Collector of Customs at , as the 
caBt may be J, in pursuance of the power conferred on me by 
section 109 of the Land and Income Tax Act, 1923, do hereby 
authorize you to act in New Zealand as a non-resident agent 
for or on behalf of [Names, addresse&, and linu of bu.ainull of 
principala]. 

This warrant shall continue in force for two months from 
the date hereof, but may be revoked at anY. time before the 
expiry of such period. You are respectfully requested to 
forward this warrant to the Commissioner of Taxes at \Vel
lington prior to your departure from New Zealand. 

Given under my hand at , this day of 
' 19 0 

Commissioner of Taxes [or Collector of Customa ]. 

FORM No. 20. · 
The Land and Income Tax Act, 1923 .. 

W.ARRANT TO NoN-RESIDENT TRADER TO CARBY ON BusiNESS 
IN NEW ZEALAND UNDER SBOTION 109. 

To • 
I, • , the Commissioner of Taxes within the Dominion 
of New Zealand [or Colleoto• of Customs at · "" 1M 

case may be], in pursuance of the power conferred on me by I 
section 109 of the Land and Income Tax Act, 1923, do hereby 
authorize you to carry on buRineas in New Zeahmd 118 a non
resident trader [Insert here addrtJJB at1d line of buaiJie8.,}. 

This warrant shall continue in force for two months from 
the date hereof, but may be revoked at any time bcforo the 
expiry of such period. You are respectfully requested to for
ward this warrant to the Commissioner of Taxes at Wellington 
prior to your departure from New Zealand. 

Given under my hand at , this da.y of 
, 19 0 0. 0 0 0 0 0 ••••• 

[Commissioner of Taxes or Collector of Customs]. 

FOIL\1 No. 21. 

BoND. 

The Land and Income Tax Act, 1923. 
Know all men by these presents thn.t I* , of 

(taxpayer), trading under the style and title of 
and* , of , and• , of 
(sureties), are held and firmly bound unto our Sovereign 
Lord King George the Fifth in the sum of sterling, 
to be paid to our said Lord the King, his heirs and succes· 
sors ; to which payment well and truly to be made we bind 
ourselves and every of us, jointly and severa.Uy, for and 
in the whole, our and every of our heirs, executors, and 
administrators, firmly by these presents. Sealed with our 
seals. Dated thist day of , one thousand 
nine hundred and 

WHEREAS by the Land and Income Tax Act, 1923, it is pro· 
vided that the Commissioner of Taxes may at any time and 
from time to time require any non-resident t.rader or non
resident agent to give security by way of bond, deposit, or 
otherwise to the satisfaction of the Commissioner for tho 
payment of any income-tax which may become payable by 
him ; and whereas it appears that the said hath pro
posed to give the security of these presents for the due payment 
of a11 income-tax which may become payable by him, and the 
said Commissioner bas agreed to accept such security: Now, 
the condition of the above-written bond or obligation is such 
that if the said shall, upon demand, make to the said 
Commissioner such returns or statements as he (the said 
Commissioner) may from time to time require, and shall also 
pay to the said C()mmissioner all income-tax which under 
the provisions of the said-recited Act and its amendmenta 
or the regulations thereunder may be lawfully assessed or 
levied upon him, then the above-written bond or obligation 
shall be void, b .. t otherwise shall be and remain in full force 
and virtue. [L.a.] 

Signed, sealed, and deliverd. by the above-named 
in the presence of 

(LB.] 
(LS.] 

• Names, residences nod occup1tlons, in word11 at Jenlrth, of taxpayer 
nnd of two sureties. 

t Dntc of first signature In words at length. 

FORM No. 22. 

REOEIP'l' li'OR DEPOSIT. 

The Land and Income Tax Act, 1923. 
£ 

RECEIVED from , of , the sum of £ , 
by way of deposit made pursuant to section 110 of the Land 
and Income Tax Act, 1923, as security for the due payment 
of income-tax on the profits derived from the business 
of • 

Such deposit to be returnable at the discretion of the 
Commissioner of Taxes. • ..•.•••.••• 

Commissioner of Ta.xes, Wellington. 
Dated this day of , 19 
Countersigned by , Colleotor of Customs [or 

Rc~eiver of Land and Income Tax]. 

FOU~l No. 23. 
LIST OJI' DEBENTURE-HOLDERS AT , 19 

And other Particulars required in Terms of Section 119 of the 
Land and Income Tax Act, 1923. 

Particulars of Debenture. Particulars or Debenture-holder. 

-.----.---..- ~-~-·~-~----,-·---

E Name of ~ 
E . Date Loan, Value :S ~ e ;g of of Debenture, c; = 
.Q Wue. and Date =.-~ 
~ or Maturity. -a 

I I . J 

Surname. Chrlstlan 
Name. 

Oocu· 
paUon. 
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r, 0 of 1 do hereby solemnly and sincerely 
declare that this list includes particulars in respect of all the 
debentures owing on the date indicated, and that all the 
particulars contained therein are true, accurate, and com
plete in every respect. 

Dated at , this day of 

FOit!'tl No. 2-J. 

• 19 • 
[Usual .<~ignature.] 

NOTICE OF CHANGE OF OWNERSHIP OF DEBENTURES FOR 
INCOME·TAX PURPOSES. 

To the Commissioner of Taxes, Wellington. 
REFERRING to the undermentioned debenture, the interest 
on which i~ at present assessed in the name of [Surname, 
Chrilltian name, occupation, and addrus], I hereby give you 
notice, pursuant to section 119 of the Land and Income Tax 
Act, 1923, that I have ceased to be the owner of the debenture, 
and t.hat the present holder is [Surname, Ohri8tian name, 
occupation, addre.88 ]. 

I also hereby declare that the particulars hereinafter set 
forth with respect to the said debenture are true and 
accurate :--

-
e Name of I.oan, Nnm.e of Local 1 = Date Dato ~6 of Value of or Publlr. of Rate of 
.8~ Debenture, and Authority l.ssulng Interest. 
0 Issue. Date of .llaturity. Debenture. j Sale. 

"' 
I 

I 
[ Signat1<re.] 

NoTE,-SPctlon 119 of the l.n.nd and Income Tax Act, 1923, pro\·ldM 
tlmt neglect to notify the ComndMtdonl'r of chnn~e of ownl'l'llhlp of df'hi•J 
tun• rendrrs the form<>r oWJII't liahl(' to he osg<11B<'d with the lnt('tf'!lt. 

•· 

FOIU( No, 25, 

RETURN OF PERSONS EMPLOYED. 

By [Name of employer] during any part of the Year ended the 
31st March, 19 

I Amount earned 
during the Ycor, 

Chrlstlnn In what Including S~nry, 
Surname. Names Cnpadty Plnce of 1 \Vn~tcs, Bonus, 

(In fuiJ). employed. Residence. i Commiij!!Jon, nud 
Allownnccs, but 

1 excluding House 
1 Allownnce, 

-

I £ 

i 

I 

I, , of , do hereby solemnly and sincerely 
declare that the particulars set forth in the above return 
are true and correct in every particular. 

Dated at , this day of • 19 
[Sionature of employer.] 

---
FOIUtl No. 26, 

RETURN OF INTEREST ALLOWED TO DEPOSITORS. 

During the year ended 31st March, 19 

Name of Depositor. I Address. 

I 
Interest I Remarks. allowed. I 

'· 

~ £ •• d. 

I 
I 

I, , of , do solemnly and sincerely decla re 
d that the particulars set forth in the above return are true an 

correct in every particular. 
Dated at • th1B day of • 19 . 

[Signature.] 
C. A. JEFFERY, 

• Actin g Clerk of the Executive Council 

By Authority: W. A. G. SKINNER, Government Printt>r, \Vellington. 
[250jllj23--l7022 
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ANALYSII:!. 
Title. 

!. Short Titlo. 

PART I. 
PUBLIC REVENUES AND LOANS. 

2. Empowering Minister of Finance to borrow 
£4,000,000 for certain public works. 

3. Extension of authority to borrow moneys for 
purposes of Advances Office. 

4. Additional authority to borrow money for 
purposeg of Ha.uraki Plains Act. 

0. Additional authority to borrow money for 
purposeR of Rangitaiki Lan~ Drainage ~ct. 

6. Fixing rates of inrome-ta.x on mcomo dertved 
from debentures. 

7. Moneys in Native Land Settlement Account 
may be used for redemption of debentures 
issued for purposes of that n.coount. . 

8. Authorizing Minister of Finance to IBSUO 

moneys from Consolidated Fund in pay· 
ment for certain shares of Bank of New 
Zta.land. 

9. Cost of administration of Scenery Preservation 
Act to be paid out of Ordinary Revenue 
Account of Consolidated Fund. 

10. :Minister of Finance may pay to Waibi 
Borough Council certain moneys deducted 
from gold duty. . 

11. Gifta made for purposes of charitable trust 
not to be included in final balance of estate 
of donor, notwithstanding that h? may die 
within three years after date of gift. . 

12. Special provisions o.s to subsidy payable m 
ca.ses where two or more counties have 
united. 

13. Provision for annuity to :Miss Fmsor. 
14. Additional rate of travelling· a.llowa.nco for 

High Commissioner. 
15. Appropriation of moneys for purposes of 

Main Highways Account. 
16. Maori Land Board's administrative expenses 

may be charged on its funds. . 
17. Authority of Minister to fix charges m res~ot 

of goods handled by him but not camcd 
on the railway. 

18. Section 4 of Governm('lnt Railways Amend
ment Act, 1911,. amended. 

19. Certain concessions to mem bel'8 of Genera.l 
Assembly reaidont in South Ialand with 
respect to steamer passages. . 

20. Protecting superannuation rights of o~cers of 
Public Service who may be appomtod as 
Commissioner or Assistant Commissioner. 

21. Extension of right of electio.n to co_ntributo t_o 
Superannuation Fund as if Public Expendi
ture Adjustment Aot had not been passed. 

Puhlic.-27.] 

22. Protecting superannuation rights of contri
butors to 'l'eaohers' Superannuation Fund 
who become students at training coliPgo. 

23. Special provision as to servic_o of R. H. W. 
Richardson for supcrannuatwn purposes. 

24. Mileage fees mny be paid to bailiff. . 
25. Authority for appointment of J. H. Rtchar~

son, Esquire, to membership of oortn.m 
Boards. 

PART II. 
LocAL AuTBOBITIES AND PunLIC Bonms. 

26. Authorizing trustees of Auckland Savings
bank to contribute £10,000 to Auckland 
University College. . . 

27. Expenditure by Auckland City Connell on 
-. municipal handbook validated. 
28. Local authorities authorized to expend moneys 

on exhibits for British Empire Exhibition. 
29. V a.lidnting expenditure by looal bodies in 

respect of visit of the cruiser "Jules 
Miehelet. 11 

30. Kawhia. Harbour Board may levy ro.to to 
secure loan for antecedent liability over 
area comprised in Kawhia County. 

31 Masterton Borough Council mayoreatospccial· 
• rating area for loan to extinguish antecedent 

liability. 
32. Authorizing Ash burton County ~uncil to pay 

compassionate allowance to Widow of tho 
late County Engineer. 

33. Authorizing Board of Governors of \VcHington 
College to refund to their mcmbcrH amount 
of certain surohn.rgo. 

34. Validating certain rates mndo by Wairnu River 
Board. 

35. Extension of provisions as to levying rates o_n 
an acreage basis for purposes of nabbtt 
Nuisance Act. 

36. Loca1 authority may by rcsolut~on amend any 
resolution made under sect10n 2 of Local 
Authorities Supora.nnuation Amendment 
Act, 1912. 

37. As to overdraft authority of certain recently 
constituted local authorities. 

38. As to powers of _Govomor:Gcneral to mo~~fy 
conditions subJect to which local authont1es 
have been empowered to borrow money. 

PART lli. 
MzscELLA.NEOUS. 

39. Protection of tenant in casos where landlord 
has agreed to reduotion of rent, but without 
sufficient legal formalities. 

40. Section 6 of Hural Credit As10oia.tions Act, 
1922, amended. 
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Title. 

1923, No. 27.] Finance. [14 GEO. V. 

1923, No. 27. 
AN AcT to make Provision with respect to Public Finance and other 

Matters. [28th August, 1923. 
BE IT ENACTED by the General Assembly of New Zealand in Parlia
ment assembled, and by the authority of the same, as follows :-

Short Title. 1. This Act may be cited as the Finance Act, 1923. 

PART I. 

PUBLIC REVENUES AND LOANS. 

Empowering 2. {1.) The Minister of Finance is hereby empowered to borrow, 
Minister of Finance on the security of and charged upon the public revenues of New 
to borrow £4,000,000 Z l d h · f h hink fi din · th for certain public ea an ' sue sums 0 money as e t s t, not excee g ill e 
works. aggregate the sum of four million pounds. 

{2.) The sums so borrowed shall bear interest at such rate as the 
Minister of Finance prescribes. 

{3.) All moneys borrowed under the authority of this section shall, 
as and when borrowed, be paid into the Public Account to the credit 
of the General Purposes Account ofthe Public Works Fund, and shall 
from time to time be applied, in such amounts as may be from time to 
time appropriated by Parliament, for the following purposes, namely:-

(a.) The construction of railways and additions to open lines: 
(b.) Additional rolling-stock for open lines, and such other works 

and purposes in connection therewith as may be authorized :. 
(c.) Telegraph-extension: • ... 
(d.) The. construction and impr~vement of roads (including ~,i1;": 

highways), tracks, and bndges for the purpose of proviCu(lg' 
and improving means of access to any lands, developing 
goldfields, and such other works and purposes in co~·ction 
therewith as may be authorized : \\ 

(e.) The construction of irrigation-works: · · 
(f.) Other public works, including administrative charges in respect 

of any public works of the classes referred to in this section. 
ExtellBion of 3. (1.) For the purposes of the Advances Office the Minister 
authority to borrow f F" t t t. • · aht f tl St t Ad moneys for purposes 0 Inance may, pursuan 0 sec .JOn ei0 een 0 IC a e vances 
of Advances Office. Act, 1913, borrow money as follows:-

(a.) For the Advances to Settlers Branch, a sum not exceeding 
three million pounds in any one financial year: 

(b.) For the Advances to WorkersBranch, a sum not exceeding 
one million five hundred thousand pounds in any one 
financial year. · 

(2.) Subsection two of section eighteen of the State Advances 
Act, 191_3,_ is hereby consequentially amended by omitting the words 
"one rrnlhon five hundred thousand pounds," and substituting the 
words " three million pounds"; and by omitting the words "seven 
hundred and fifty tlwus,md ponncls," and substitutina the words 
"one million five hundred thousand pounds." 

0 
· 

Additional authority 4. In addition to all moneys which the Minister of Finance has 
~u!;~;;;of;':.i'r!fc~ her~tofore been authorize~ to .b?rrow for the purposes of the Hauraki 
Plains Act. Plarns Act, 1908, the said Mm!Ster may, for those purposes, borrow 

such further amount, not exceeding fifty thousand pounds, as he thinks 
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fit, and all moneys so borrowed shall be dealt with as provided in 
section two of the Hauraki Plains Amendment Act, 1913. 

3 

5. In addition to all moneys which the Minister of Finance has Additionnl authority 
heretofore been authorized to borrow for the purposes of the Rangi- to borrow monoy lor 

t ik. L d D · · A h 'd Min' purposes of a 1 an ramage ct, 1910, t e sar ISter may, for those pur- Rnngit.aiki Land 

poses, borrow such further amount, not exceedin 0' fifty thousand pounds Drninago Aot. 

as he thinks fit, and all moneys so borrowed "shall be dealt with a~ 
provided in section two of the Rangitaiki Land Drainage Amendment 
Act, 1913. 

6. (1.) Unless otherwise expressly provided in the annual taxin(J' Fixing ratos of 

Act for any year, income derived from debentures and assessabl~ !•como-taxon 

f · d b · hr • mcomo dcr1vt-d from or mcome-tax un er su sectron t ee of sectiOn one hundred and dobcnturcs. 

sixteen of the Land and Income Tax Act, 1923, shall, for the year 
commencing on the first day of April, nineteen hundred and twenty-

. four, and for each year thereafter, be taxable as follows:-
(a.) On income derived from such debentures issued before the 

passing of this Act the rate of income-tax shall be three 
shillings for every pound thereof : 

(b.) On income derived from such debentures issued after the 
passing of this Act the rate of income-tax shall be four 
shillings and sixpence for every pound thereof. 

(2.) Unless otherwise expressly provided in the aunual taxing Act 
for any year, income derived from debentures and assessable for income
tax under subsection three of section one hundred and eighteen of the 
Land and Income Tax Act, 1923, shall, for the year commencing on the 
first day of April, nineteen hundred 11-nd twenty-four, and for each year 
thereafter, be taxable as follows :-

(a.) .On income derived from such debentures issued before the 
passing of this Act the rate of income-tax shall be two 
shillings and sixpence for every pound thereof : 

(b.) On income derived from such debentures issued after the 
passing of this Act the rate of income-tax shall be four 
shillings and sixpence for every pound thereof. 

7. (1.) The Minister of Finance is hereby empowered, without Moneys in Native 

further appropriation than this section, to pay out of the Native Land ALnnd Bct•ttlombent eel , ccoun may o us 
Settlement Account any moneys requrred to redeem or pay off before, lor rcdomption of 
at or after maturity any debenture or other security issued by the said dobonturos ;.,uod for 

! . . purposes of th&t 
M=ter for the purposes of the Natrve Land Act, 1909. account. 

(2.) All securities so redeemed shall forthwith be cancelled, and the 
liabilities represented thereby shall thereupon cease to form part of 
the public debt. · 

(3.) Where any debentures or other securities as aforesaid have 
(whether before or after the passing of this Act) been redeemed out of 
moneys in the Consolidated Fund, the Minister of Finance may, with
out further appropriation than this section, transfer to the Consolidated 
Fund from the Native Land Settlement Account an amount not 
exceeding the amount so paid out of the Consolidated Fund. 

8. For the purpose of exercising the power of purchase conferred Aothor;zing Minister 

on him by section twelve of the Bank of New Zealand Act, 1920, the ~!~r;:·;;;,!;' 18800 

Minister of Finance is hereby empowered to issue and pay out of the ~oosolidatcd Fund 

C lid d F d ' h f h ' · th hi · m pnymont for onso ate i un , wrt out urt er appropnatwn an t s sectiOn, oortain abarcs of 

a sum or sums, not exceeding in the aggregate the sum of three hundred Bank of New 
Zealand. 
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and seventy-five thousand pounds, in payment for three hundred and 
seventy-five thousand preference B shares proposed to be created 
and issued by the Bank of New Zealand pursuant to the authority 
conferred on the said Bank by the section hereinbefore referred to. 

cost of 9. (1.) Section eleven of the Scenery Preservation Act, 1908, is 
administration of. hereby amended by omitting all words in subsection one after the 
Soenery Proservatwn d " h ll b "d t f " d b t"t t" th d " Act to be paid out wor s s a e pal ou o , an su s 1 u mg e wor s moneys 
of Ordinary &venue to be appropriated by Parliament for the said purposes out of the 
~:~:!d Fund. Ordinary Revenue Account of the Consolidated Fund " ; and by 

Minister of Finance 
may pay to Waihi 
Borough Council 
certain mon~ys 
deducted from gold 
duty. 

Gifts made for 
purposes of 
cha.rita.bh, trust not 
to be included in 
final balance 
of est..a.te of donor, 
notwithstanding 
that he may dio 
within throe years 
after date of gift. 

Special provisions as 
to subsidy payable 
in cases where two 
or moro counties 
have united. 

repealing subsection two. 
(2.) Section twelve of the last-mentioned Act and so much of the 

Schedule to the Finance Act, 1921-22, as refers thereto are hereby 
repealed. 

(3.) This section shall come into force on the .first day of April, 
nineteen hundred and twenty-four, and thereupon any unexpended 
balance of loan-moneys or of revenues received under the said Act shall 
be transferred, without further appropriation, to the Ordinary Revenue 
Account of the Consolidated Fund. 

10. (1.) The Minister of Finance may, without further authority 
than this section, pay to the Waihi Borough Council, out of the Waihou 
and Ohinemuri Rivers Improvement Account, an amount or amounts, 
not exceeding in the aggregate the amount heretofore deducted since 
the thirty-first day of March, nineteen hundred and twenty-one, 
pursuant to section eighteen of the W aihou and Ohinemuri Rivers 
Improvement Act, 1910, from the gold duty that would otherwise 
have been payable to the said Council. 

(2.) All moneys paid to the said Council pursuant to this section 
shall be recoverable from the Council in the same manner in all respects 
as are the moneys to which section eighteen of the Finance Act, 1922, 
relates. 

11. (1.) Notwithstanding anything to the contrary in paragraph (b) 
of subsection one of section five of the Death Duties Act, 1921, the 
property comprised in any gift which is exempt from gift duty on the 
ground that it creates or is in aid of a charitable trust shall not be 
included in the final balance of the estate of the donor, notwithstanding 
that he may die within three years after having made the gift. 

(2.) This section shall apply with respect to gifts made before or 
after the passing of this Act by any person who shall die after the 
passing of this Act. 

12. Notwithstanding anything to the contrary in section nine 
of the Appropriation Act, 1916, but subject to the limitations imposed 
by subsection four or subsection five (as the case may require) of that 
section, the amount of subsidy payable to the Council of any county 
that may hereafter be formed by the union of two or more counties 
shall not in any year be less than the aggregate amount of subsidy 
paid or payable to the Councils of the united counties in respect of the 
ger;teral rates levied by them in the year immediately preceding their 
umon: 

Provided that if any area forming part of a united county is 
t?erea~ter exclude~ therefrom ~he amount of subsidy payable to the 
Council of the un1ted county m any year after such exclusion shall, 
save as hereinafter otherwise provided, be reduced by the amount by 
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which the aggregate amount of the subsidies payable to the uniting 
counties for the year preceding their union would have been reduced 
if the aforesaid area had been excluded from any of those counties 
before the beginning of that year. This proviso shall not operate to 
reduce the amount of subsidy payable to the Council of the united 
county below the maximum amount fixed by section nine of the 
Appropriation Act, 1916. 

13. (1.) There shall from time to time, without further appro- Pruvi.iou for 

priation than this Act, be payable out of the Consolidated Fund, by "!'"uity to Miss 

monthly or other periodical instalments, the annual sum of one hundred ~ ....... 
and fifty pounds, during her life, to Miss Ida Fraser, daughter of the 
late Sir William Fraser, member of the Executive Council and of the 
Legislative Council. 

(2.) The first instalment payable under the l!ist preceding subsection 
shall be for the period commencing on the first day of August, nineteen 
hundred and twenty-three. 

(3.) In addition to the payment provided for in the foregoing 
provisions of this section there shall, without further appropriation, be 
payable to Miss Fraser the sum of five hundred pounds in recognition 
of the public services rendered by Sir William Fraser while acting 
as leader of the Legislative Council during the session of Parliament 
held in the year nineteen hundred and twenty-two. 

14. Section seven of the High Commissioner Act, 1908, is hereby Addition.! mtc of 
amended as follows :- ' trovolling-ollowonco 

) B . . h d " d hill" f h for High (a. y onnttrng t e wor s one poun ten s rngs or eac Commissioner. 

day he is so engaged," and substituting the words "two 
pounds for each day he is so engaged within the United 
Kingdom, or two pounds ten shillings for each day he is 
so engaged elsewhere than in the United Kingdom " ; and 

(b.) By omitting from the proviso the words " two hundred and 
fifty pounds," and substituting the words " four hundred 
pounds." 

. 15. (1.) The Minister of Finance shall, for the purposes of the year Appropriation of 
commencing on the first day of April nineteen hundred and twenty- mone:rs fo~ purpo••• 

• ' • of 1\lam Highways 
four, pay out of the Consolidated Fund rnto the Revenue Fund of Account. 

the Main Highways Account, without further appropriation than 
this section, such sums as may be required for the purposes of 
that fund, being not less in the aggregate than thirty-five thousand 
pounds. 

(2.) The Minister of Finance shall, for the purposes of the year· 
commencing on the first day of April, nineteen hundred and twenty-four, 
pay out of the Public Works Fund into the Construction Fund of 
the Main Highways Account, without further appropriation than 
this section, such sums as may be required for the purposes of that 
fund. 

(3.) In addition to the moneys paid into the Construction Fund 
of the Main Highways Account pursuant to the foregoing provisions 
of this section the Minister of Finance may, at any time after the 
thirty-first day of March, nineteen htmdred and twenty-four, transfer 
from the Public Works Fund to the said Construction Fund any 
amounts appropriated for the preceding financial year for roads which 
have before the date of such transfer been declared to be main highways 
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under the Mairi Highways Act, 1922, and unexpended on the thirty-first 
day of March, nineteen hundred and twenty-four. 

(4.) '!'he amounts to be transferred from the Public Works Fund 
to the Construction Fund of the Main Highways Account pursuant to 
subsections two and three of this section shall be not less in the 
aggregate than two hundred thousand pounds. 

Maori Land Board·s 16. (1.) Any Maori Land Board shall, out of the funds of the Board, 
administrative pay into the Consolidated Fund such sums as mav. from time to time 
expenses may be 
charged on its be approved by the Native lHinister for the purpose of recouping the 
funds. Consolidated Fund in respect of moneys paid out of that fund for the 

Board's administrative expenses. 

Authority of 
Minister to fix 
charges in respect of 
goods handled by 
him but not carried 
on the railway. 

Sootion 4 of 
Government 
Railways 
Amendment Act, 
1911, amended. 

Certain concessions 
to members of 
Goners\ Aasembly 
resident in South 
Island with respect 
to stoamcr passages. 

(2.) All moneys heretofore paid to the Consolidated Fund by any 
Maori Land Board in respect of the administrative expenses of that . 
Board shall be deemed to have beeu lawfully so paid. 

17. (1.) 'l'he power to fix scales of charges conferred on the 
Minister of Railways by section ten of the Government Railways 
Act, 190S, shall include, and shall be deemed always to have 
included, the power to fix scales of charges for sorting goods brought 
on to the rail way and sorted by the Minister in any shed on the 
railway or on any other part of the railway, whether such goods are 
or are intended to be carried on the railway or not, and notwith
standing that such goods may be brought on to the railway in 
pursuance of any agreement or Rrrangement entered into or made by 
the Minister with respect to the working by the Minister of any 
wharf or jetty. 

(2.) The Minister of Railways may, on application in that behalf 
made within three months after the passing of this Act, authorize 
the refund of any moneys received by him on or before the twenty
eighth day of November, nineteen hundred and twenty-two; by way 
of charges for sorting goods landed at the Wanganui wharf and not 
carried on the railway, to the person or persons by whom any such 
moneys were paid to the Minister. Any such refund may be made 
without further appropriation than this section. . 

18. Subsection one . of section four of the Government Railways 
Amendment Act, 1911, is hereby amended by omitting the words 
"form part of the common fund of the Public Trust Office," and 
substituting the words "be invested by him in such manner as may 
be prescribed by regulations in that behalf." 

19. (1.) Notwithstanding anything in section nineteen of the Civil 
J,ist Act, 1920, every member of the General Assembly resident in the 
South Island shall be entitled during each financial year to receive 
for his own use exclusively tickets for not more than twelve passages 
between the Port of Wellington and such one of the ports of 
Lyttelton, Picton, or Nelson as is most convenient of access to his 
home. 

(2.) Every such ticket shall be paid for out of moneys to be 
appropriated by Parliament for the purpose. 

(3.) No member to whom this section applies shall be entitled to 
receive. any payment under section nineteen of the Civil List Act, 
19~0, m respect of fares for any p~ssage made after the passing of 
this Act between the Port of W ellmgton and any of the aforesaid 
ports in the South Island. 
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20. (I.) On the termination of the appointment of the Commissioner Protecting 
or of an Assistant Commissioner under the Public Service Act 1912 •?perannuation 

( th · th b h · 1 fr ffi · ' nghto of offiooro of o erw1se an y IS remova om o ce under sectiOn ten of Publio Sorvioe who 
that Act), the Commissioner or Assistant Commissioner, as the case mal!" be •.P~ointed 

b h II b I. "bl f · h p bl" . ae CommiBSionor may e, s a e e 1g1 e or appomtment to t e u JC ServiCe or Assistant 

as if he were an officer of that service within the meaning of the Commioldoner. 

said Act. · 
(2.) On the termination as aforesaid of the appointment of the 

Commissioner or of an Assistant Commissioner to whom section nine 
of the Public Service Act, 1912, applies, he shall, unless he is appointed 
or reappointed to the office of Commissioner or Assistant Commissioner, 
or appointed to another office of the Public Service, or has declined to 
accept such reappointment or any such appointment as aforesaid, be 
entitled to receive from the Public Service Superannuation Fund 
an annual retiring-allowance for the rest of his life computed in the 
manner prescribed by Part II of the Public Service Classification 
and Superannuation Act, 1908, notwithstanding that he may not 
have attained the age or have had the length of service which would 
entitle him in accordance with the terms of that Act to a retiring
allowance. 

21. (I.) The right conferred on contributors to the Public Service Extenal.on of right 

Superannuation Fund, the Teachers' Superannuation Fund, or the ~~:i~?~~': ~ 
Governnient Railways Superannuation Fund by section eleven of the Sopo:an~uation. 
Public Expenditure Adj"ustment Act 1921-22 to elect to continue Fund"'!•fPubho 

. ' . . ' . Expenditure 
to contribute to any such fund as If the1r salaries or wages had Adjuotmont Act 

not been reduced by the OJ?eration of that Act is hereby extended ~~.~r been 

to empower any such contributor who, after the thirty-first day of 
December, nineteen hundred and twenty-one, and before the passing 
of the Public Expenditure Adjustment Act, 1921-22, was appointed to 
any position to elect to contribute on the basis of the salary that 
would on the date of such appointment have been appropriate to that 
position if the Public Expenditure Adjustment Act, 1921-22, had not 
been passed. 

(2.) Any election under this section may be made at any time 
before the thirty-first day of December, nineteen hundred and twenty
three. 

22. Notwithstanding anything to the contrary in the Public Protecting . 

S . Cl "fi . d S t" Am d A t 1 08 ouperannuatJOn ervJCe ass1 catiOn an uperannua Ion en ment c , 9 , a righu.ofoontributoro 
contributor to the Teachers' Superannuation Fund who becomes to Tcaobo111' 

d · · II bli h d d h Ed t" Superannuation a stu ent at a trammg co ege esta s e un er t e ' uca IOn ~·und who become 
Act, 1914, shall not be deemed to have retired from the Education •tudonu. at 
service so long as he continues to be a student at the training training college. 

college. 
23. Whereas a superannuation fund under the Local Authorities Special proruiou 

S · A bJ" h d b h W t H b as to sorv;co of uperannuatJon ct, 1908, was esta IS e y t e estpor ar our R. H. w. Rioha•·d.on 
Board as from the first day of April, nineteen hundred and eighteen, for superannuation 

for the benefit of the permanent employees of that Board : And purposes. 

whereas permanent employees of the Board at that date were required, 
by the resolution establishing the fund, to become contributors 
thereto within six months from that date: And whereas Robert Henry 
Watson Richardson, one[!of such permanent employees, being then 
absent with the Expeditionary Force, was unable to comply with such 
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requirement : And whereas he did not become a contributor to the 
said fund until the first day of October, nineteen hundred and 
twenty : And whereas by virtue of the Westport Harbour Act, 
1920, he is now a contributor to the Public Service Superannuation • 
Fund, but by reason of his not having become a contributor to the 
Westport Harbour Board's Superannuation Fund within the time 
limited as aforesaid is not entitled to count for the purposes of a 
retiring-allowance under the Public Service Classification and Super
annuation Act, 1908, the portion of his service as a permanent employee 
of the Westport Harbour Board prior to the first day of October, 
nineteen hundred and twenty, aforesaid: And whereas it is deemed 
equitable that he should be entitled to count such service for 
the purpose of such retiring-allowance : Be it therefore enacted as 
follows:-

(I.) The said Robert Henry Watson Richardson, on payment by 
him into the Public Service Superannuation Fund of an amount deter
mined as hereinafter in this section provided, shall be entitled to 
count for the purpose of a retiring-allowance under the Public Service 
Classification and Superannuation Act, 1908, the whole period of his 
service as a permanent employee of the Westport Harbour Board, and 
such service shall, notwithstanding his absence from duty for any 
period, be deemed to be continuous service. 

(2.) The amount to be paid by him into the Public Service Super
annuation Fund pursuant to this section shall be such amount as the 
Public Service Superannuation Board may determine, not exceeding 
the amount that he would have paid into the Westport Harbour 
Board's Superannuation Fund for the period elapsing between the 
first day of April, nineteen hundred and eighteen, and the said first 
day of October, nineteen hundred and twenty, had he become a 
contributor thereto on such first-mentioned date, together with interest 
thereon at such rate and for such period as the said Superannuation 
Board may determine. 

24. (1.) Where pursuant to regulations under the Magistrates' 
Courts Act, 1908, or other lawful authority, any fees payable under 
or by virtue of that Act in respect of mileages may be paid otherwise 
than by means of stamps, such fees may be paid to the bailiff or 
other person entitled, and shall not be payable into the Consolidated 
Fund. 

(2.) Section one hundred and sixty-eight of the Magistrates' 
Courts Act, 1908, shall be read subject to the provisions of this 
section. 

25. (1.) This section shall apply with respect to the Public 
Trust Office Investment Board, the Government Insurance Board, the 
State Advances Board, the Public Ser"l<ice Superannuation Board, 
the Teachers' Superannuation Board, the State Fire Insurance Board, 
the Native Trust Office Board, and any other Board that may be 
charged with the control or investment of public moneys. 

(2.) In addition to the full number of members that may be 
appointed to any Board to which this section applies the Governor
General may appoint Josephus Hargreaves Richardson, Esquire, retired 
Government Insurance Co=issioner, as a member of that Board to 
hold office· during his pleasure. ' 
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PART II. 

LOCAL AUTHORITIES AND PUBLIC BODIES. 

26. The trustees of the Auckland Savings-bank are hereby autho- Authooizing 

rized and empowered to contribute out of the surplus profits of the trustcos of 

bank a sum not exceeding ten thousand pounds to the funds of the ~:~:~::~o~~~l{;~,·~ 
Auckland University College. £1o,ooo to Auoklnnd' 

27. All moneys paid or expended by the Auckland City Council University Collcgo. 

during the financial years ending on the thirty-first day of March, EA•xpk•n1 didt"Ci"?tby 
. h d d d h . uo an y nmeteen un re an ·twenty-two, and t e thirty-first day of March, Council on 

nineteen hundred and twenty-three, in or about the preparation, municipal handbook. 
. . d bli hin f . . l h db I vahdawd. pnntmg, an pu s g o a murumpa an oo c and of a history of 

the City of Auckland shall be deemed to have been lawfully paid and 
expended, and such payment is hereby validated. 

28. (1.) It shall be and be deemed to have been lawful- Local authorities 

(a.) For any local authority to expend out of its general fund authorized to~ 
. . ~xpcnd monoys on 

(whether before or after the passmg of this Act) any sum exhibits for -

or sums of money on the preparation of or otherwise in British )lmpire 
. . h hib' f . l . . h ffi . I N Exhtbthon. connectiOn w1t ex 1ts or me uswn m t e o em ew 

Zealand Section at the British Empire Exhibition : 
(b.) For any Harbour Board to remit any charges payable to the 

Board in connection with any exhibits passing over the 
wharves under its control, either on the way to or on return 
from that Exhibition. 

(2.) For the purposes of this section the term "local authority" 
means a Borough Council, County Council, Road Board, Town Board, 
Harbour Board, Education Board, Hospital Board, or Electric-power 
Board. 

29. (1.) It shall be and be deemed to have been lawful for any Validating 

local authority to expend out of its general fund any sum or sums of expenditure by looat 

f h f I 
. . . d h . bodtcs m respect of 

money or t e purpose o we commg, enterta1nmg, an ot erw1se pro- visit of th? cruisor 

viding hospitality for Rear-Admiral Gilly and the officers and men of "Juloo bltoholct." 

the French cruiser "Jules Michelet," and the members of the French 
Mission accompanying the vessel, during their visit to New Zealand. 

(2.) For the purposes of this section the term "local authority " 
means a Borough Council, County Council, Road Board, Town Board, 
Harbour Board, Education Board, Hospital Board, or Electric-power 
Board. 

30. For the purposes of any special rate to be made and levied Kawhia Harbour 

by the Kawhia Harbour Board as security for any loan raised to pay !~':!, ':!u~'lan 
off its antecedent liability under the Local Bodies' Finance Act, 1921-22, for ~wcedent 
the area ~omprised in the Kawhia County shall be deemed to be the ~:!•;,t'dv{; area 

harbour d1stnct. Kawhia County. 

31. Whereas a certain area, known as Lansdowne, was added to Mnoterton Borough 

the Borough of Masterton on the first day of April, nineteen hundred and Counci1
1
' may create 

h d di 'd d . d spceoa ·mlmg area twenty-one, and the borough was on t at ate VI e mto two war s for Joan to 

-namely, the .South Ward and the North Ward-the North Ward oxtms:;ish r bil' 
comprising the area added to the borough as aforesaid, and the South antcce ont •a •ty. 

Ward comprising the area within the borough prior to the alteration of 
boundaries : And whereas the antecedent liability of the borough as 
defined in section five of the Local Bodies' Finance Act, 1921-22, was 

2 
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fourteen thousand eight hundred and nineteen pounds four shillings 
and twopence, and the Council proposes to raise a loan for. the purpose 
of extinguishing such antecedent liability: And· whereas no part of 
such antecedent liability was expended or incurred in or on behalf 
of the area comprised within the North Ward, and it is desired t~at 
provision should be made enabling the Council to declare the South 
Ward a special-rating area for the purpose of levying a special rate 
to secure the repayment of such loan and of the interest thereon : Be 
it therefore enacted as follows :-

(1.} The Masterton Borough Council is hereby empowered to 
constitute the South Ward of the Borough of Masterton a special
rating area over which shall be made the special rate to secure the 
repayment of a loan to be raised by the Council for the extinction of 
the antecedent liability of the Council as defined in the Local Bodies' 
Finance Act, 1921-22. Notwithstanding anything to the contrary 
in the said Act, the said Council may borrow under the provisions of 
that Act the whole amount of its antecedent liability as aforesaid. 

(2.) This section shall be deemed to have come into force on the 
thirtieth day of January, nineteen hundred and twenty-two, being the 
date of the commencement of the Local Bodies' Finance Act, 1921-22. 

32. The Ashburton Cotmty Council may, out of its ordinary 
revenues, pay to Mary Ann Morrison, widow of the late Charles 
Morrison, formerly Engineer to the said Council, a sum not exceeding· 
one hundred and fifty pounds by way of compassionate allowance. 

33. It shall be lawful for the Board of Governors of the Wellington 
College and Girls' High School to refund to the members of that Board 
all moneys heretofore or hereafter paid by them in respect of the 
surcharge made by the Controller and Auditor-General pursuant to the 
Public Revenues Act, 1910, in respect of the payment by the Board 
of certain moneys in connection with the school magazine called The 
W ellingtonian. 

34. All rates made by the Wairau River Board during the year 
ended on the thirty-first day of March, nineteen hundred and twenty
three, on a uniform scale instead of on a graduated scale according to 
a classification made by the Board of the rateable property within its 
district, as required by the River Boards Amendment Act, 1913, are 
hereby validated and declared to have been lawfully made. 

35. Where in any district constituted under Part III of the Rabbit 
Nuisance Act, 1908, it has been determined, pursuant to a poll of the 
ratepayers of the district taken under the provisions of section four 
of the Rabbit Nuisance Amendment Act, 1920, that the rates leviable 
therein for the purposes of the said Part III shall be levied on an 
acreage basis, ~ny. other rates leviable on rateable. property by the 
Board of the district pursuant to any lawful authonty (including any 
special rate leviable in respect of any loan) shall also be made and 
levied on an acreage basis, and the provisions of any enactment 
authorizing ~~e levying ?f rate.s on any other basis shall be read subject 
to the provisiOns of this sectiOn. · · 

Local authority may 
by resolution amend 
any resolution made 
under section 2 of 
Local Authorities 
Superannuation 
Amendment Act, 
191~. 

3~. (1.} Any spe~ial resolution passed by a l~c!l-1 authority under 
subsectiOn one of sectiOn two of the Local Authorities Superannuation 
Amendment Act,. 1912 (w~ether such resol~tiol!- has been passed before 
or after the passmg of this Act), may be m like manner from time to 
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time amend~d, but no~ so as to reduc~ the benefits to which any person 
. may ~e entitled who lS then a. contnbutor to the superannuation fund 
established by the local authonty or who may have theretofore retired 
from the service of that local authority. 

. . (2.) Every amending resolution passed under the authority of this 
section shall be subject to the provisions of section six of the Local 
Authorities Superannuation Act, 1908, in the same manner as if it were 
a special resolution establishing a fund. 

11 

37. (I.) The authority conferred on the Minister of Internal Affairs Aa to ovordraft 
by subsection five of section three of the Local Bodies' Finance Act authority of c~rtaln 

. . ' reoontly constituted 
1921-22, to fix the linnt of the power to borrow moneys by way of bank looalauthoritioo. 

overdraft in the case of local authorities constituted after the com-
mencement of that Act is hereby extended so as to enable that Minister 
to fix the limits of the power to borrow by way of bank overdraft, during 
the second year of their existence, of the Rotorua Borough Council and 
the Manawatu-Oroua River Board respectively, and during the third 
and fourth years of its existence of the Wairoa Electric-power Board. 

(2.) In the case of the several local authorities aforesaid the limits 
imposed by subsection two of the aforesaid section three shall not apply 
with respect to any year prior to the year ending on the thirty-first day 
of March, nineteen hundred and twenty-four. 

38. Section eleven of the Finance Act, 1921, is hereby amended by 
omitting from subsection one the words "not less than ten years." 

PART III. 

MISCELLANEOUS. 

As to powers of 
Governor-Gcnoru.J 
to modify conditione 
subject to which 
looa.l authorities 
have been 
empowered to 
borrow money. 

39. (I.) Where moneys have been paid by a tenant and accepted Prorootion of tenant 

by a landlord as rent for a definite period of the term of a tenancy 1in cd/UII csdwhhoro d . an or ua agree 
such payment shall be deemed to be a complete discharge to the tenant to rc~uotion of rc~t, 
from further liability for rent for such period notwithstanding that hut w•thout suffio,ont ' lcga.J formo.lit10s. 
such moneys may be less than the rent reserved by or payable pursuant 
to the contract of tenancy, unless it is proved that, at or before the time 
of such payment and acceptance, there was an express stipulation by 
or on behalf of the landlord that such acceptance should not bar the 
right of the landlord thereafter to claim payment from the tenant of 
the balance, or any portion of the balance, of the full rent for that 
period. 

(2.) This section shall apply notwithstanding that in any case the 
rent may be reserved by deed, and payable by covenant. 

(3.) This section shall apply whether any moneys paid as aforesaid 
have been so paid before or after the passing of this Act. 

(4.) This section shall continue in force only while ·Part I of the 
War Legislation Amendment Act, 1916, is in operation. 

40. Section six of the Rural Credit Associations Act, 1922, is Sootion 6 of Rural 

hereby amended by repealing subsections two, three, four, and five ~:;'~~i:o~ro::!;;'d':d 
thereof. 

Price 9d.] 

WELLINGTON : Printed under authority of the New Zeaiand Government. 
by W. A. G. SxiNlfEB, Government Printer.-1923. 
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New Zealand. 

ANALYSIS. 
Title. 

I. Short Title. Income-tax. 
Land-ta". 

2. Rates of land-tax for year commencing 1st 
April, 1923. 

3. Rates of income-tax for year commenctng bt 
April, 1923. 

Schedule. 

1923, No. 25. 

AN AcT to fix the Rates of Land-tax and Income-tax for the Year Title. 
commencing on the First Day of April, Nineteen hundred 
and twenty-three. [28th August, 1923. 

BE IT ENACTED by the General Assembly of New Zealand 
in Parliament assembled, and by the authority of the same, as 
follows:-

1. This Act may be cited as the Land and Income Tax (Annual) Short Titl•
Act, 1923, and shall be read together with and deemed part of the 
Land and Income Tax Act, l 9:23. 

Land-tax. 
2. For the year commencing on the first day of April, nineteen 

hundred and twenty-three, land-tax shall be assessed, levied, and 
paid, pursuant to Part V of the Land and Income Tax Act, 1923, 
at the rates specified in Part I of the Schedule hereto. 

Income-tax. 

Rates Qf land-tax 
for year commenoinA 
lot April, 1P23. 

3. For the year commencing on the first day of April, nineteen Rat .. of incom•-tax 
hundred and twenty-three, income-tax shall be assessed, levied, and ~o~ ~·r~o~r;;noing 
paid, pursuant to Part VI of the Land and Income Tax Act, 1923, • P"' · 

at the rates specified in Part II of the Schedule hereto. 

Public.-25.] 
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Sohedule. 

1923, No. 25.) Land and Income Tax (Annual). [14 GEo. V. 

SCHEDULE. 
RATES OF LAND-TAX AND INCOME-TAX FOR THE YEAR COMMENCING ON THE 

1sT APRIL, 1923. 

Part I.-Land-tax. 
1. WHERE the unimproved value on which laud-tax is payable does not exceed 
£1,000, the rate of land-tax shall be 1d. for every £1 thereof. 

2. Where the unimproved value on which land-tax is payable exceeds £1,000, 
the rate of land-tax shall be ld. for every £1 thereof, increased by one twenty
thousanclth part of 1 d. for every £1 in excess of £1,000, but so as not to exceed in 
any case thP. rate of 7Hd. in the £1. 

Part II.-Incorne-tax. 
1. On income derived from debentures and assessable under subsection (3) of 

section 116 of the Land and Income Tax Act, 1923, the rate of income-tax shall be 
3s. for evP.ry £1 thereof. 

2. On income derived from debentures and assessable under subsection (3) of 
section 118 of the Land aud Income Tax Act, 1923, the rate of income-tax shall be 
2s. 6d. for every £1 thereof. 

3. (1.) On the taxable income of all taxpayers other than those referred to in 
the two last preceding clauses the rates of income-tax shall, save as otherwise 
provided in this Part of this Schedule, be as follows :-

(a.) Where the income on which tax is payable does not exceed £400, the 
rate shall be 1s. for every £1 thereof. 

(b.) Where such income exceeds £400 but does not exceed £6,000, the rate 
shall be 1s. for every £1 thereof, increased by the one-hundredth 
part of 1d. for every £1 in excess of £400. 

(c.) Where such income exceeds £6,000, the rate shall be 5s. Sd. for every 
£1 thereof, increased by one two-hundredth part of 1d. for every £1 
in excess of £6,000, but so as not to exceed in any case the rate of 
7s. 4d. in the £1. • 

. (2.) From the income-tax computed in accordance with the last prE!'Ceding sub
<>lause there shall in every case be deducted an amount equal to 20 per centum 
thereof. 

4. The income-tax payable by any taxpayer as hereinbefore provided shall be 
reduced by 10 per centum of so much thereof as is levied in respect of earned income : 

Provided that if the earned income of a taxpayer for any year exceeds £2 000 
the reduction provided for by this clause shall be made only in respect of the ~um 

·Of £2,000. 

Price 6d.] 

'WELLINGTON : Printed under authority of the New Zealand Government, 
by \V. A. G. SK..INNER, Government Printer.-1923. 
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TAXATION. 

TOTAL TAXATION. 

ALL revenue collected by means of t&xa.tion is applied to general purposes. Customs 
duties on imported goods, and excise duties on beer and tobacco, constitute the 
indirect taxation; while land and income taxes, death duties, a ta.::s:: on bank-note 
issues,. duties on cheques and on receipts for paymentR, a tax on totalizator invest
ments, and an amusements-tax are the main sources of revenue by direct taxation. 

Particulars of the collections during the last ten years, under the main head·. 
ings, are shown in the following table:-

Amount of To.xntJon derived from 
Year ended I Income-tax., 

Total. Slat March. 
Customs and I Death 

I 
Other 

Excise Duties. Land-t4x. DutJes. Taxes. 

I 
£ £ £ £ £ £ 

1914 -- 3,553,785 767,451 554,271 613,751 428,776 5,918,034 
1915 -- 3,294,943 799,641 540,318 796,232 449,677 5,880,811 
1916 -- 3,524,063 1,048,356 1,392,119 610,350 692,078 7,266,966 
1917 -- 4,037,628 713,118 4,262,126 570,040 966,742 10,549,654 
1918 -- 3,601,383 1,385,708 5,619,561 805,511 928,690 12,340,853 
1919 -- 4,104,016 1,512,693 6,219,336 869,371 1,096,227 13,801,643 
1920 -- 5,185, 728 1,557,903 6,369,765 978,095 2,160,278 16,251,769 
1921 -- 8, 769,251 1,688,979 8,248,945 1,106,925 2,370,314 22,184,414 
1922 -- 5,554,334 1,637,816 6,002,987 1,512, 754 I ,662,625 16,370,516 
1923 -- 6,644,420 1,641,502 13,831,932 1,829,852 1,746,582 15,594,288 

The percentage under each heading to the total amount collected for each year 
is as under :-

Proportion per Cent. derived from 
Year ended 

I / Death Dull"- I 31st March. 
Customs and I La'nd-tax. Other Dlreot; 

Exclle Duties. lncome--taz:. Taxes. 

Per Cent. Pet Cent. Per Cent. Per Cent. Per Cent. 
1914 -- -- 60·05 12·97 9·37 10·37 7·24 
1915 . - -- 56·03 13·60 9·19 13·54 7-64 
1916 -- -- 48-49 14-43 19·16 8·40 9·52 
1917 -- -- 38·27 6·76 . 40·40 5·40 9·17 
1918 -- -- 29·18 11·23 45·54 6·53 7-52 
1919 -- -- 29·74 10·96 45·06 6·30 7·94 
1920 -- -- 31·91 9·59 39·19 6·02 13·29 
1921 -- -- 39·53 7-61 37-18 4·99 10·69 
1922 -.- -- 33·93 10·00 36-67 9·24 10·16 
1923 -- -- 42-61 9-89 24-57 11-73 11-20 

Some remarkable alterations in percentages are noticed during the last few 
years, these being due to war and post-war conditions and to consequential alter
ations in the relative incidence of taxation. 
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TAXATION PER HEAD. 

The revenue from ta.:ta.tion per head of mean population during the last ten 
years is shown in the next table:-

Year ended 
Slat March. 

1914 
1915 
1916 
1917 
1918 

.. .. 

.. 

.. 

.. 

Including 
MaoN. 

£ .. d. 
5 5 2 
5 2 9 
6 6 4 
9 3 7 

1014 I 

I 

Excluding II Maoris. 

£ •. d. 
·5 10 0 
5 7 5 
6 12 1 
9 11 11 

11 3 9 

Year ended 
Slat March. 

1919 
1920 
1921 
1922 
1923 

.. 
I .. 

.. ' .. 

.. 

Including 
llaorls. 

£ •• d. 
lll7 1 
l:l ll I 
17 14 4 
12 14 8 
ll 17 10 

CUSTOMS AND EXCISE TAXATION. 

' 
i 

Excluding 
lfnoris. 

£ •• d. 
12 7 8 
14 2 9 
18 9 0 
13 5 7 
12 7ll 

During the year ended 31st M::trch, 1923. the sum of £6,032,292 was collected, 
after deduction of drawbacks, for duty on imported goods, and £612,128 for excise 
duties, a total of £6,644,420. The amount of revenue derived from these sources 
for each of the last ten years is ~bown below:-

Year ended 
31st March. 

. 1914 
1915 
1916 ... 
1917 
1918 

Customs I 
Duties. 

£ 
3,426,744 
3,167,283 
3,366,171 
3,849,675 
3,364,308 

Excise I 
Duties. ; Total. 

I Year ended' 
31st March. 

£ 'I £ ~~ 127 ,ou 3,553, 785 1919 

Customs ) Exclse I 
·nutles. 

1 

Duties. Total. 

£ 
4,014,016 
5,185,38~ 
8,769.251 
5,554,334 
6,644,420 

127,660 3,2!H,9H 11920 
157,89213,524,06311921 
187,953 4,037,628 1922 
237,075 3,601,383 . 1923 

£ I £ 
3,830,6821 273,334 

I 4, 787,483: 397,905 
s '408' 7261 360 '525 

15,095,4361' 458,898 
• 6,032,292. 612,1281 

.-.....'. __ __; 

The revenue from Customs and excise duties in 1912-13 was £3,531,761, and 
the increase for the ten years is therefore 88 per cent. In the ten calendar years 
corresponding to the above period the value of imports (excluding specie) increased 
from £20,576,579 to £34,826,074, or approximately 69 pex cent. .a.,. 

The abnormally high Customs revenue collected in 1920-Zi. ' was the direct 
outcome of the large importations resulting from the fulfilment ·M delayed orders 
of a very considerable quantity and value. As was to be expected, the revenue 
fell almost to its former level in 1921-22, but increased again :in 1922-23, the 
figure for which year, while much in excess of any year prior to 192Q-21, was 
nevertheless two millions of pounds short of the total for the record year. 

Generally speaking, in spite of slight increases in Customs and excise duties as 
part of the war taxation, the :'\Verage rate of duty has not increased greatly during 
the ten years. The increa.se in the total duties collected is thus almost entirely due 
to the increased prosperity of the country as reftected by its trade. 

LAND AND INCOME TAX. 

Except in regard to minor details, the system of land and incom~\ taxation in 
force in 1915 had remained unaltered for many years. Probably the only note
worthy point was the gradual hardening-up of the graduated land-tax, designed to 
pre\"'ent aggregation of land and to compel the cutting-up of large estates rather 
than to secure additional revenue. 

The war tax·ttion of 1916, however. not only included increased rates of 
33! per cent. hi the case of income-tax, !d. in the pound in the case of land-tax 
payable on mortgages,· an~ 50 per cent. in the case of graduated land-tax. but al!!o 
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involved an important change of pnnciple. Among the incomes previously exempt 
from income-tax were those derived directly from land, hut in 1915 income-tax 
was made payable on such incomes. 

With the exception of the abolition of the land-tax on mortgages and the 
substitution of an income-tax in its place, the principles of land-tax assessment 
were not a.ltered in 1916, nor were the rates increased, but an entirely new scheme 
known as the excess-profits tax was brought into operation in respect of income-tax, 
the 1915 system remaining also, with increased rates, for ordinary income-tax. The 
excess-profits tax being found inequitable and otherwise UDSa.tisfactory, a system of 
pregressive land and income tax, with a specia.l war tax on incomes, was adopted 
in 1917. • 

In 1920 a complete revision of the rates of taxation was made. The new rates 
became effective on assessments for the year commencing on the 1st April, 1921, and 
for following years. A feature of the new legislation was the introduction of a deduc
tion from the amount of tax payable of 10 per cent. in respect of tax assessed on 
·~ earned income." · 

In 1923 further alterations were made, the principal being the restoration of the 
-exemption from income-tax of income derived from the direct use or cultivation of 
land. Reductions in the rates of taxation were also made, and are referred to in 
detail under the heading of " Income-tax " further on. 

LAND-TAX. 

Land-tax is assessed on the unimproved value of land. after deductions provided 
for by statute have been made by way of special exemption. These exemptions are 
referred to hereunder. 

The basiR of taxation prior to 1917 was a double system of ordinary ahd 
graduated tax. For some years the ordinary rate had been ld. for each pound 
of unimproved value, while the graduated tax ranged at a varying rate from 9\d. 
to 5Hd. in the pound, according as to whether the value of the land was from 
£5,000 to £200,000 or more. This system of taxation was abolished in 1917, and 
in its place was instituted a single progressive tax. 

As the amended law operated for the four financial years 1917-18 to 1920-21, 
the scale of taxation ranged from 1d. to 7d. in the pound. The 1d. rate applied 
in oases where the unimproved value on which tax was payable did not exceed 
£1,000, and the rate was increased by g 2/rmr of a penny for every pound in excess 
of £1,000 up to a. maximum of 7d. These rates, however, proved to be merely 
nominal, as for the four years concerned a super-tax of 50 per cent. virtually 
increased the rates from a minimum of 1~d. to a ma:rim~m of IO~d. in the pound. 
A further 50-per cent. increase on the total amount assessed is imposed in the case 
of absentees, including shareholders in companies, but not in the case of companies 
themselves. 

Further alteration in the rate of land-tax was made by the Legislature in 1920, 
and became effective for assessments after the 1st April, 1921. The scale of 
ta.xa.tion of land the unimproved value of which does not exceed £1,000 romn~neJ 
as before at the rate of a penny in the pound, but the rate thereafter wsa increased 
by ~u!tn:r of a ponny for every pound in excess of £1,000 up to a maximum of 7Hid
For the year 1921-22 the rate of super~tax was reduced to 33! per cent., and on th~ 
whole of the land·hx a rebate of 10 per cent. was nllowed for prompt payment . 

. The super-ta.x was continued for tho year 1922-23 at the rate of 10 per cent. only, 
without any rebate, and for the year 1923-24 is removed altogether. 

The special exemptions de4uctible from the unimproved value for the purpose 
of arriving at the assessable amount have not been materially altered by recent 
legislation. Under the law as it has operated since the 1st April, 1917, an owner of 
land the unimproved value of which does not exceed £1,000 is allowed an exemption 
of £500, and Where the unimproved value lies between £1,500 and £2,500 there is a 
similar exemption, diminished, however, by £1 for every £2 over the £1,500 mark, so 
that no exemption is allowed when £2,500 is reached. \Vhere the land is subject to 
a registered mortgage an alternative scale is provided. Up to the 1st April, 1921, this 
was on the basis of £1,500 in cases where the unimproved value did not exceed 
£3,000, and the amount was diminished by ·£1 for every £2 above £3,000 where the 
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unimproved value lies between £3,000 and £6,000. For assessments after that date, 
however. the law provides for an alternative exemption of £4,000 in cases where 
the unimproved value does not exceed £6,000, and the exemption of £4,000 ia to 
be diminished by £2 for every £1 above the margin of £6,000. When the unim
proved value lies between £6,000 and £8,000, where the capital value of the mortgage 
is less than the amount of deduction provided, such capital value is to be deducted 
instead. For the year commencing '\\i.th the lst Ap~ 1923, no specie.) exemption 
is allowed in the case of land not situated in a borough, which has been owned 
by a person for three years and not improved to the extent of £1 per acre or equal 
to one-third of the unimproved value, when in the opinion of the Commissioner of 
Taxes it should have been so improved. In the case of such land, also, the rate of 
land-tax is 50 per cent. more than the ordinary rate. 

In lieu of the special exemptions set out above, the Commissioner of Taxes has 
discretfonary powers to grant relief in certain specified cases of hardship. Subject 
to deductions provided, lessees and life tenants are li&ble to t&x, and joint owners 
are to be assessed jointly as regards the land held in conjunction, and also severally 
in respect of each owner's interest in such land and any other land. This liability 
for joint asseSBment also applies to companies owning land if half of the paid-up 
capital of one company is held by shareholders who also hold half of the paid-up 
capital in another company. 

The total number of land-tax payers and the amount of revenue during each 
• of the last ten years are as follows :-

LAND-TAX.-NUMBEB OJ' PAYERS AND REVENUE RECEIVED. 

Year ended 
SlBL March. 

1914 
1915 
1916 
1917 
1918 

Number of I Revenue. II Pay em. 

£ 
I 40,889 767,451 1919 

44,270 799,541 
' 1920 

45,409 1,048,356 1921 
35,859 713,118 1922 
51,275 I ,385, 708 ·1923 

INCOME-TAL 

.. 53,484 

.. 53,807 

.. 54,363 .. 64,715 .. 55,907 . 

Revenue. 

£ 
l,IH2,693 
1,557,003 
1,68R,97!1 :., 
1,637 ,!W. 
1,54)'~" 

··.l'""'o-

Income-tax is payable orl the full incomes of registered companies and of 
absentees, and in other cases on incomes in excess of £300 per annum. Between 
£600 and £900 the exempt~on is reduced by ·£1 for every £1 abol~-£600, and no 
exemption at all is allowed for incomes above £900. Certain specia.•C;t incomes are 
wholly exempt from taxation, and a further £50 is deductible •..f.·om aasessable 
income for each child under eighteen years of age. Prior to I920;~ ~hla deduction 
was £25, and the. age-limit was sixteen years. Sundry other deductions are also 
provided for, of which that most generally applicable is a maximum exemption of 
I5 per cent. allowed for life-insurance premiums, National Provident Fund, superan
nuation, and similar contributions. 

For the four financial ye&rs I917-I8 to 1920-2I the rates of progressive income .. 
tax ranged from 6d. to 3s. in the case of persons and firms, and from Is. to 3s. for 
companies. The 6d. rate for persons and firms applied where the taxable income 
wa.a not Iiiore than £400, and the Is. rate for companies where the taxable income 
did not exceed £1,600, the rates being increased by 1J!o- of a penny for every addi
tional pound until the maximum tax of '3s. in the pound was reached. Income 
derived by holders of company debentures from such debentures .bore a uniform 
tax of Is., plus a special war tax of Is. 6d. 

The special war tax also applied to assessable income in excess of £300 of all 
other income-tax payers. For incomes up to £400 the rate of special war tax waa 
9d. in the pound, and this wa.a increased by du- of a penny for every additional 
pound of income, but so a.a not to exceed· 4s. 6d. in the pound. The maximum 
total ra.te of income-tax was thus 7s. 6d. in the pound. 

New rates of income-tax were enacted in 1920. On the 'income of persons and 
firms the rate was fixed at Ia. in the pound up to a £400 limit of income, and between 
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£400 and £6,000 the tax was increased by r!lf of a penny for each pound of 
income in excess of £4()(). On incomes exceeding £6,000 the rate was made 5s. Sd. 
in the pound, increased by ~~tr of a penny for each pound in excess of £6,000, 
with a maximum tax of 7s. 4d. in the pound. In addition to these rates a super. 
tai of 20 per cent. was levied in 1921-22, and the whole of the income-tax waa 
made subject to a rebate of 5 per cent. for prompt payment. Both super-tax and 
rebate were in 1922-23 discontinued. 

A new principle of taxation was introduced in the 1920 Act with regard to 
"eamed income," which is defined to mean the salary or wages (including bonuses) 
received by the taxpayer in relation to his employment, and further includes all 
income derived by a taxpayer {other than a company or local body) by reason of 
his personal exertions. The tax on such income is, up to a limit of £2,000, subjeot 
to a. reduction of 10 per cent. 

For the year commencing with the 1st April, 1923, income-tax rates have been 
reduced by 20 per cent. in all cases. 

Under the Act of 1920 a fiat rate of 3s. in the pound was levied on income 
derived from company debentures, and of 2s. 6d. in the poun~ on income from 
debentures issued by local bodies in the Dominion. These rates still apply in 
respect of debentures issued prior to; the 29th August, 1923, bui for debentures 
(whether company or local body) issued after that date a uniform rate of 4s. 6d. , 
in the pound has been fixed as from the 1st April, 1924. 

It should be noted that the rates referred to-2s. 6d., 3s., or 4s. 6d., as the 
case may be- are maximum rates, and therefore that investment in local- or 
public-authority debentures is a favoured one so far as income-tax is concerned. 
A person whose income carries the ID.aximum rate of tax, 5s. IO~d., would pBy 
only 2s. 6d., 3s., or 4s. 6d., as the. case may be, on such portion of it as is 
derived from debentures ; on the other hand, the person whose income from 
debentures is less than £300 would pay no income-tax at all; while a person 
whose ~income carries a less rate than 2s. 6d., 3s., or 4s. 6d., as the caae may be, 
would be charged only such lesser rate on debenture interest. Any deduction for 
tax which may be made by the local or public authority is adjusted later by the 
Department. 

A holder. if resident outside New Zea1and, of stock or debentures issued by 
the Government of New Zealand, or any local or public authority, or by the 
Public Trustee as agent of a land-set~lement association, the interest on which is 
payable out of New Zealand, is not liable in New Zealand for income-tax on such 
interest. 

The following table shows the number of income-tax payers and the revenue 
received fOr each of the last ten years:-

lNCOHE·TAX.-NUMBEB 011' PAYERS AND REVENUE REOEIVl!:D, 

Year ended I Number~ I Revenue. Yoor ended I Number ol I Revenue. 31st March. Payers. Slat March. Payers. 

£ £ 
1914 14,277 554,271 1919 43,280 6,219,336 
1915 13,967 540,318 1920 44,084 6,369,765 
1916 20,072 1,392,11P 1921 44,597 8,248,945 
1917 !!0,230 4,262,1.25 1922 37,813 6,002,987 
1918 ~7,949 5,619,561 192~ 38,571 I 3 .. 831,9:~2 

The very striking increases of recent years in this source of taxation are due 
mainly to the large growth in both number and incomes of taxpayers brought 
about by the increased value of businesll, particularly. during the year ended 31st 
March, 1920, on which the taxation for 1921 is based, and in part to the investi
gation work and closer inspection by the Land and Income Tax Department of 
taxpayers' returns. 
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DEATH DUTIES. 

The law dealing with these classes of duty is embodied in th~ Death Duties Act, 
1921, which is principally a consolidation of enactments previously in force. The 
main heads of taxation are estate and succession duties, which are generally referred 
to by the collective title of u death duties." In addition to these there is provision 
for a. gift duty and a Native succession duty. The incidence of each is dealt with 
further on in this subsection. Estate and succession duties are due and payable to 
the Commissioner of Stamp Duties. on assessment. interest at 6 per cent. per annum 
being payable on duty not paid within three months after the death of the 
deceased. Gift duties are payable at the time the gift. is made, •and Native 
succession duties before the registration of the succession order by the Native Land 
Court. Generally the decision of the Commissioner of Stamp Duties in regard to 
matters of fact incidental to the assessment of duty is final, but there is an appeal 
on points of la.w by way of a case sta.ted. to the Supreme Court. 

The net revenue received from death duties, including gift and Native succession 
duties, during each of the last ten years was-

Year ended Amount. Year ended Amount. 
Slst March. £ 31st. March. ' £ 

1914 613,751 1919 869,371 
1915 796,232 1920 978,095 
1916 610,350 1921 1,106,925 
1917 570,040 1922 1,512,754 
1918 805,5ll 1923 1,829,852 

EsTATE DUTY. 

When the final balance of the dutiable estate of a deceased personJ estimated as 
at the date of his death, exceeds £1,000 an estate duty is levied on the amount thereof. 
In the case of any estate the final balance of which doea not exceed £10,000, any 
interest acquired by the wife of the deceased up to the va.lue of £5,000 l!l exempt 
from estate duty, but the rate of duty on the whole estate must be determJned before 
the deduction is Jll&de. · 

Up to 1920 duty was leviable on property in excess of £500, and the scale of 
duties ranged from 1 per cent. in cases where the net estate was bP.tweeri £500 and 
£1,000 to a maximum of 15 per cent. for large estates. The BJlltndmcnt made to 
the scale in 1920 considerably increased the duty .payable, and the rates, which are 
now embodied in the Act of 1921, run from 1 per cent. on~csta.tes n"lt ·exceeding 
£2,000 in value to 20 per cent. on estates of more than_r£100,000. The scale of 
duties is shown in the table below. 

Final Bnlance of Estate. 

£ £ 
1,000 to 2,000 .. 
2,000 to 3,000 .. 
3,000 to" 4,000 .. 
4,000 to 6,000 .. 
6,000 to 8,000 .. 
8,000 to 10,000 .. 

10,000 to 15,000 .. 
15,000 to 20,000 .. 
20,000 to 25,000 .. 
25,000 to 30,000 .. 

SCALE OF ESTATE DUTY. 

Final Balance of Eeta.t.e, 

£ £ .. 1 30,000 to 35,000 .. 2 35,000 to 40,000 ... 3 40,000 to 45,000 .. 4 45,000 to 50,000 .. 5 50,000 to 60,000 .. 6 60,000 to 70,000 .. 7 70,000 to so,ooo .. 8 80,000 to 90,000 .. 9 90,000 to 100,000 .. 10 Exceeding 100,000 

.. .. .. .. .. .. .. .. 

.. .. 

Rate 
per Cent 

ll 
12 
13 
14 
15 
16 
17 
1R 
19 
20 
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SUCCESSION DUTY. 

In addition to the estate duty referred to above, a succession duty is payable 
by any person who acquires a beneficial interest in the estate of a deceased person 
either by will or by intestacy. An exemption from duty is made in favour of 
charitable trusts, and special provision is made that the wife, lineal descendant, or 
lineal 8/Ilcestor of ·a soldier who has met his death on account of the late war is 
allowed an additional £5,000 exemption to the amounts shown below. 

The rates of duty vary according to the nearness of kin of the beneficiary to 
the deceased person. The rates shown below \vere introduced in amending legislation 
in 1920, and, as in the case of tho estate duties, a.re embodi~:d in the 1921 
CODI)Ol!dnting Act. 

ScALE oF SucCESSION DUTY. 

U Successor ls I Value of Estate. 
I r.!.ll If Successor Is Value of Estate. I Rate per 

Cent. 

£ £ 

.. { Up to 10,000 Nil. Up to 1,000 Nil. 
Wife 10,000 to 20,000 2 I,OOOto 5,000 I 

Over 20,000 4 Child or lineal 5,000 to 10,000 2 
descendant 10,000 to 15,000 3 

··{ 
Up to 500 Nil. 15,000 to 20,000 3! 

Husband 500 to 1,500 I Over 20,000 .. 4 
1,500 to 2,500 .• 2 Other relative Up to 500 Nil. 
Over 2,500 3 to 4th degree 500tol0,000 .. 5 

Over 10,000 10 

Brother or~ Up to 500 Nil. Up to 500 Nil. 
500 to 20,000 5 Other person 500 to 20,000 .. 10 

Sister L Over 20,000 10 Over 20,000 20 

---------

In respec.t to moneys exceeding £1,000 that may be payable to persons domi· 
oiled out of New Zealand, and where the beneficiary is not the husbBnd or wiic 
of the deceased or a relative of the deceased within the third degree of con. 
sanguinity, there is an additional rate equal to 10 per cent. of the excess over £1,000. 

NATIVE SuccESsioN DuTY. 

Where any succession order is made by the Native Land Court on the death 
of a Native, no death duty in the ordinary way is payable on the property included 
in it, but a. Native succession duty of 2 per ~ent. is payable on tho value of the 
property, with a general exemption of £200. 

GlFr DUTY. 

A gift m~ans any dispo:dtion of property which is ma.de otherwise than by will. 
whether with or without an instrument in writing, without full and adequate con. 
sideration in money or its equivalent. No duty is payable on a gift which, together 
with· the value of a.H other gifts made at the same time or within twelve months 
previously or subsequently by the same donor to the same or any other beneficiary, 
Othcnvise than by way of a charitable trust,' does not exceed the value of £1,000, 
and exemption from gift duty is pi'ovided in cases of the voluntary discharge of. a 
mortgage debt where the donor and beneficiary are not connected by ties of blood 
or marriage. The amount of the gift duty is payable by either the donor or the 
beneficiary, but the beneficiary is entitled to be indemnified by the donor unless 
the terms of the gift provide otherwise. Particulars of any gift made are required 
to be furnished for assessment of duty within one month of the date of the gift. 
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and in default an additional duty of 50 per cent. is payable. Where duty is 
payable, the rate is based on the following scale :-

Value of Glft. 
£1,000 to £5,000 
£5,000 to £10,000 
Over £10,000 .. 

Rate of Duty. 
5 per cent~ 
7! ,. 

10 .. 
These rates, which were introduced in 1920, superseded the flat rate then in 

force of 5 per cent. on all gifts exceeding £1,000 in value. The revenue from gift 
duty amounted to £48,556 for the financial year ended 3ht March, 1923. the figures 
for the la.st six years bt>ing as follows :-

Year ended 
Slst March. 

1918 
1919 
1920" 

£ 
36,551 
31,736 
54,160 

Year ended 
Slst March. 

1921 
1922 
1923 

£ 
74,885 
70,440 
48,556 

These amounts, it should be noted, are included under the revenue shown 
previously under the head of "Death Duties." 

TOTALIZATOR-TAX. 

The Government tax on totalizator investments iR 2! per cent. of the gross 
amount passed through the machines. Prior to the 1st March, 1910, the percentage 
was li. 

From the 1st November, 1915, a tax of 1 per cent. \\118 imposed on the total 
value of all stakes, and a tax of 2i per cent. on totalizator dividends, in addition 
to the tax on totalizator investments. From the 22r.d December, 1921, the tax on 
stakes wa.s increased to 10 per cent., and tha.t on dividends to 5 per cent. From the 
lot April, 1924, the tax on stakes will be 5 per cent. 

The following figures, taken from successive annual reports of the Inspootor of 
Totalizator& and covering the five years during which the system of i.nBpection 
has been in operation, relate to the racing-year, which ends on the 3:1,%-.July :-.-. 

Yenr ended Stat July. J ". -.· -- I I I I 1919. 1920. 1921. -1022. 1923. 
' 

Number of racing-days .. 236 284 I 288 286 287 
Number of races .. .. 1,848 2,235 2,271 2,263 2,269 

£ £ £ £ £ 
Amount of stakes .. .. 383,070 502,225 610,675 653,285 612,667 
Totalizator investments .. 5,732,480 8,792,570 10,121,212 8,141,457 7,848,392 
Amount paid in dividends .. 5,002, 773 7,673,404 8,834,203 6,986,238 6,675,907 

' I 

Government taxes-

I 
I 

On totalizator investments 143,312 219,814 253,030 203,5521 196,210 
On dividends .. .. 129,001 197,841 227,688 303,301 353,301 
On stakes .. .. 3,831 5,022 I 6,107 46,265 61,267 

Totals .. .. 276,144 422,677 I 486,825 553,118 ! 610,778 

7i per cent. of totalizator in- 429,936 659,443 

I 
759,091 610,6561 587,729 

vestments retained by clubs 
Unpaid fractions• .. 27,458 42,068 47,200 37,7091. 35,245 

• Retained by the clubs, except for the period 1st .Ttlly to 21st December 1921 during which 
tbe unpaid fractions were payable Into tbe Consolidated Fund. • ' 

The totalizator revenue accruing to the State during thC 1922-23 racing-year 
is seen to have totalled £610,778. For the financial year ended the 31st March, 
1923, the amount.wu £607,657. 
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AMUSEMENTS-TAX. 

A form of tax first introduced in 1917 is the amusements-tax, payable on 
payments for admission to , entertainments. " Entertainment " is defined as " any 
e:x;hibition, performance, amusement, game, or sport to which persons are admitted 
for payment." No tax. is payable where the charge for admission is not more 
than Is., but when the charge exceeds Is. a tax of ld. is imposed on each 13hilling 
or part of a shilling. In addition to the tax so calculated, a further sum of ld. is 
payable where the price for admission exceeds 3s. 6d, These charges are operative 
from the 1st January, 1922, and are an increa.se in the rates which were in force 
from the initiation of the tax up to that date. Provision is made for exemption in 
certain specified cases-viz., shows promoted by agricultural, pastoral, horticulturn.l, 
or poultry societies, meetings held for educational, scientific, patriotic, or philanthropic 
purposes, and swimming-sports. 

Since the introductioJI of the tax the following amounts ha.ve been coJlected :-

Year ended 31st March. 

1918 
1919 
1920 
1921 
1922 
1923 

LOCAL TAXATION. 

Amount ooUeeted. 
£ 

16,093 
39,845 
68,064 
79,921 

103,815 
137,540 

Local governing authorities have power under various Acts of the Legislature 
to impose taxes for general or special purposes as set out in another section of this 
book. The a~ount of revenue collected for local purposes· during ten years is shown 
below:-

Local Revenue derived from 
Year ended 

·I 
TotaL Slat Mareb. Special and Llcen11es and General Ratee. Separate Rate&. I other Taxes. 

I £ £ £ £ 
1913 .. I 1,252,717 546,582 169,468 I ,968, 767 
1914 .. I ,359, 776 645,862 181,896 2,187,534 
1915 .. 1,484,430 655,495 18.'l,569 2,325,494 
1916 .. 1,607,764 747,391 187,065 2,642,220 
1917 .. I ,695,572 838,967 185,611 2,720.150 
1918 .. I, 791,028 883,513 192,482 2,867,023 
1919 .. 2,028,151 911,455 199,366 3,138,972 
1920 .. 2,106,397 1,037,816 245,078 3,389.291 
19!1 .. 2,338,539 1,211,051 264,320 3,813,910 
1922 .. ~,601,949 1,277,946 276,990 4,056,8M5 

Of recent years there bas been great activity in local enterprise, the necessary 
funds being provided partly out of gP.nera.l rates, but mainly by borrowing, interest 
on loans and payments to sinking funds being secured in most cases by special, 
rates. The increase in the amount of generaJ rates collected during the ten years . 
1911-12 to 1921-22 wa.s £1,34i),231, or 116 per cent.; special and separate rates 
increased by £756,787, or 145 per cent.; and total rates by £2,102,018, or 125 
per cent. Licenses and other taxes show an increase for the ten years of £163,884, 
or 145· per cent. 
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A table is given setting out in greater detail the taxation by local authorities 
during the year ended the 31st March, 1922. 

RBVJONUE I"BOM LOCAT. TAXATION, 1921-22. 

Loenl Bodies. 

Counties .• 
Boroughe 
Town districts 
Road districts 
River districts 
Land·drainage districts 
Harbour districts .. 
City and suburban drainage 

districts 
Tramway districts •. 
Local railway districts 
Water-supply districts 
Electric-power districts 

Totals 

____ Ra_tes.,..-----;~ Llceoaes.l 
Oeneral. Special and 

••parate. I 

Other 
Tues. 

£ 
1,167,506 

951,271 
45,306 
74,277 
16,200 
21,694 

110,082 
111,869 ' 

' 

£ 
242,304 
964,235 
27,859 
20,676 

5,.=599 
8,196 : 

5:6731 
I 

£ £ 
20,227 33,033 
78,894 ' 133,662 
4, 763 1 3,323 
1,481 I 1,149 

: I 
458 

Total. 

£ 
1,463,070 
2,128,062 

81,251 
97,583 
21,799 
29,890 

110,082 
118,000· 

2,665 2,665 
1,596 I 1,596 

334 I 715 i 1,049 
1,814· I 24 i 1,838 

~ 2,501,94911,277,9461105,365 I 171,62514,056,885 

The figures quoted a_bove are exclusive of wharfage dues, charges, fees, t~.nd tolls
received by Harbour Boards. 



LOCAL GOVERNING BODIES. 

' 
A S'!UDY of the finance of local governing' bodies from their incipient stages to the 
present time reveals a process· of evolution from a state of semi-dependence on the 
Central Government to a stage where, with the exception of subsidies on rates and 
occasional grants for special works, all expense is borne locally. While local bodies 
were the proper authorities to deal with such matters as the construction of roads 
and bridges, it ·was recogni1.ed that work of this nature was to a large extent of 
na tiona! significance, and governmenj:al aid· was freely accorded. This is evidenced 
by a consideration of the fact that under various Acts, including the Roads and 
Bridges Construction Act, 1882, advances were made under which the recipient body, 
although bound to pay a half-yearly interest for a number of years, the Period 
varying inversely with the rate of interest, was relieved from all further liability, 
ipso facto, on payment of the last·instnlment With the increase in population and 
growth of pros~rity, however, the opinion grew that local authorities should, in aU 
fairness, bear the greater part of the expense of their own activities. This resulted 
in th6 withdrawal of such advantageous conditions, and at the present time, although 
the credit of the State is still available for the benefit of those local bodies requiring 
loans, and such assistance as indicated above is given, they are to all intents and 
purposes self.supporting. 

The sources from which the various classes of local bodies secure the moneys 
necessary to exercise their functions vary greatly according to the nature of the 
statutory duties of the local body concerned. Generally, however, receipt:6 fall under 
one of three main classes-viz., rates, lioenses and fees, and receipts which oannot 
properly be regarded as revenue. These three classes are dealt with in detail further 
on in this subsection, where the nature and relative imPortance of each is more 
particularly referred to. 

SYSTEM OF RATING. 

The local authority of any district (other than a district wherein the system of 
rating on ·the unimproved value is in foroe) may from time to time by resolution 
determine whether the system of rating on the annual value or theo capital value 
shall be in force in the district. The system of rating on the unimproved value can 
be adopted only by a poll 0£ tho ratepayers, and after three _years the ratepayers 
may, by another poll, revert to the system previously in force in the fii:striot. 

S(>otion 29 of the Rating Amendment Aot, 1910, ae amended by section 7 of the 
Amendment Act of 1913, provides that when the union of two or more boroughs takes 
place the rating system in force in the borough having the largest population shall 
be observed throughout the united borough, unless otlrerwise agreed between the 
Counoils of the boroughs concerned. 

The system of rating in the Dominion is upon the bnsis that Is. in the pound on 
the annual value is deemed to be equivalent to fd. in the pound on the capital value 
of rateable property ; or where in a district not rating on the annual value it is 
necessary for any Purpose to ascertain the annual value of anY rateable property, 
then the annual value thereof is eq~al to 6 per cent. on the capital value of such 
property. Rating On the unimproved value must be so adjusted as to equal as 
nearly as may be, but not to exceed, in producing·capacity the limit of rating.power 
on the capital or annual value, as the case may be, a rate on the annual value being 
for this purpvse fii'St transposed into one on the capital value on the basis above 
mentionerl. 



Prior to 1911 the system of rating on the unimproved value did not apply to 
water rates, gas rates, electric·light rates, sewage rates, or hospital and charitable-aid 
rates, which could be levied on the annual or capital value only; but by the Rating 
Amendment Act, 1911, it was provided that the system should apply to these rates. 
This provision is not retrospectivE', but a poll in any district where the system waB 
previously in force is, on petition, to be taken on the proposal that it shall apply 
to them , 

The annual value is deemed to be the letting-value, less 20 per cent. in case of 
houses, buildings, and other perishable property, and 10 per cent. of land, but in no 
oase is the rateable value to be less than 5 per cent. of the value of the fee-simple. 
The capital value is deemed to be the selling-value of the land, including improve. 
ments, at the time of valuation. The unimproved value is deemed to be the selling
value of the land at the time of valuation, excluding the value of any existing 
improvements. 

MAXIMUM RATING-POWERS OF LOCAL AUTHORITIES. 

Local authorities are largely dependent for funds to carry out their activities 
on revenue from rates, and even loans raised for special purposes are ultimately 
liquidated by such revenues .-known then as special rates. As, however, the revenue 
from rates is not usually received till about half of the financial year has elapsed, 
the law has ~or many years allowed local bodies to borrow money in anticipation 
of the year's revenue. This borrowed money in many cases tended to become a 
permanent debt, and from time to time power had to be given to local bodies to 
raise a. loan for the purpose of paying off such debts. This was done in 1913, 
but since then the debts again accumulated, and many local bodies were in financial 
difficulties. Consequently, in 1921, the Legislature dealt with the matter by pa.saing 
the Local Bodies' Finance Act, which compelled any local body which had an over
draft or temporary deposits to capitalize ita liability, forming what is known as 
an "antecedent liability," and to pay off this liability either (a) by seven annual 
instalments out of revenue, or (b) by a direct loan, or (c) by levying a special 
rate in each of seven years sufficient to cover each annual instalment. The powers 
of a local body to borrow by overdraft or by temporary deposit were also limited 
to three-fourths of it& total revenue for the preceding year, and at the end Of a 
year there is not to be owing a greater sum than the amount of revenue then 
outstanding. This will, of course, compel local bodies to live within their income, 
and will also ensure that money borrowed by overdraft or temporary deposit will 
simply be a temporary expedient in anticipation of revenue. 

A synopsis of the statutory rating-powers of the various local authorities is now 
given. Generally, in addition to the statutes specified below, the provisions of the 
Rating Act, 1908 (and amendments), are applioable. 

Boaouoas. 

Under the Municipal Corporations Aot, 1920, oities and boroughs have conferred 
on them the following rating-powers, which represent the maximum a Council is 
empowered to levy in any one financial year:-

General Rate.-2s. 6d. in the pound on the annual value, or 2d. in the pound on thP 
capital value of all rateable property, or its equivalent on the unimproved value. In 
divided boroughs the rate levied may vary in different wards, but must not in any case 
exceed the above limit. · 

Ge11Cal Separate Rate.s for SpecWl Works.-ld. in the pound in any one year on the 
capital value, or Is. in the pound on the annual value, or its equivalent on the unimproved 
val~e. of the rateable property. These rates can be made only on a petition of a 
IDaJonty of the ratepayers, and are known as general separate rates in contradistinction 
to particular separate rates now immerlin.tely referred to. ' 

Wattr-au.pply.-Ordinary supply, lOs. per annum where.the ·annual value does not 
exceed £12 lOa. ; in excess of £12 lOs., 6 per cent. Where rating on unimprovt..>d value 
in respect of water-supply is in force the charge must not exceed the equivalent of ld. 
in ~he pound on the capital value, with a minimum of lOs. Half-rates only are to be 
levied on stores or warehouses, and all land and ~uildings to which wa~r can be but 
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is not supplied, sitna.te within 100 yards from any part of the waterworks. The rate 
or oha.rge for extraordinary supply may be fixed by the Council. 

Lighti11{J Street. and Public Buildings,-lld. in the pound on the annual value. 
Banitation.-A rate, or in lieu thereof a uniform annual fee, may be levied of such 

an amount tha.t the total proceeds of such fee 1shall be sufficient to meet the estimated 
expenditure on the service for the year. 

Drainage.-6d. in the pound on the annual value of property served by a public 
drain. 

Library.-ld. in the pound on the annual value. 
Harbour.-Any Council appointed a Harbour Board may, for the purpose of 

constructing or maintaining barbour-works, levy a rate not to exceed in any one year 
Jd. in the pound on the ca.pita.l value. 

In addition to the rating-power referred to above, certain Acts of the Legislature 
have conferred powers on Borough Councils to levy further separate rates for thA 
purposes now indicated. 

Hrupilal and Charitable Aid.-Under the Hospitals and Charitable Institutions Act, 
1~09, section 41, a rate sufficient to produce the amount of contribution for which the 
borough may be liable. 

Fire.-By the Fire Brigades Act, 1908, section 21, a Borough Council within a fire 
district ma.y, in order to mise the amount required to. be contributed to the Fire Board, 
levy a separate rate, on the value of the buildings only, within the fire district. 

Small-bird8 Nuisance.-Borough Councils are by the Injurious Birds Act, 1908, 
section 18, empowered to raise funds for the destruction of injurious birds by levying 
a genen;LI rate not exceeding ':(\d. in the pound on the capital value, or ita equivalent 
on the annua.l or unimproved value. , , 

Health.-The Health Act, 1920, section 140, en&bles a separate ·rate to be levied 
to meet the expenses of carrying out the provisions of the Act. 

Special Rat.. (Payment of Loan Ohargu).-Rates under this head are termed 
" special," and are levied for the purpose of producing interest, or interest and sinking 
fund, upon any special loan. They are not limited by statute. A special rate shall 
be made a continuing rate for a period of years equal to the currency of the loan. With 
certain exceptions no special loan may be raised without the consent of a mo.jority of 
the ratepayers affected. Special rates are subject to the provisions of the Local Bodies' 
Loans Act, 1913. 

In certain exceptional cases a Council's power may be subjeot to one or more of 
the three conditions referred to below. 

Increase of Raling-p()Wer authorized where Reven1re lost in consequence of the Reduction 
or Prohibition oJ Licensea.-A Borough Council which suffers loss of revenue from license 
fees under the Licensing· Act in consequence of the rednction or prohibition of licenses 
in the district may, by section 41 of the Licensing Act, 1908, make good such loss by 
an equiv.alent sum to be levied and collected by an increase of the general rate in the 
district. 

Rates on Native Land.-By the provisions of section 3 of the Rating Amendment 
Act, 1910, Native land that has become freehold and is held under individual title is 
lin.ble to full rates, subject to certain exemptions. Lands held by Natives under Native 
custom are, however, totally exempt from rating. 

Rati11{J of Mining Property in lhe South Island.-All inining property held by an 
occupier in any borough within a. mining district in the South Island of the Dominion 
is liable to be rated by the Borough Council in the same manner as other rateable 
property in the district, but subject to special provisions of the Rating Act, 1908, 
sections 45 to 4 7. 

TowN DISTRICTS. 

The maximum general and separate rates that may be levied by the Board of a 
town district in any one year are set forth in the Town Boards Act, 1908, and 
n.mendments, indicated below. 

Geheral Rak.-By the Finance Act, 1921, section 34, a Town Board may levy a rat.e 
of 2d. in the pound on the capital value or its equivalent on the unimproved value, or 
2s. 6d. in the pound on the annual value. In the case of town districts which are also 
subject to county control, however. the County Council has power to levy in addition 
a general rate up to 1j.d. in the pound on the capital value. 

Particular Separate Rates.-On petition from a majority of the ratepayers in any 
portion of the district for a special work to be undertaken, the Board may by special 
order define such portion and make and levy a separate works rate not exceeding in any 
one year Is. in the pound on the annual value or its equivalent. 

The provisions of the Municipal Corporations Act, 1908, relating to water-supply, 
lighting, sanitation, drainage, and library rates, as already referred to under the head 
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of"' Boroughs," a.oply equally to town districts. 'In like manner Town Boards may levy 
separate hospital ·and charitable-aid, fire, small-birds nuisance, and health rates under 
the statutory provisions indicated. 

Special Rlllea.-The powers of Town Boards are the same a.s Borough Councils. 
In the same wa.y as they operate in boroughs the provisions relating to the rat.E"s 

·on Native land, rating on mining property in the South Island, and the increase of the 
rating-power consequent on prohibition of licenses, apply to town districts. 

COUNTIES. ' 

:Most of the proVIsiOns relating to the rating-powers of County Councils arc 
included in the Counties Act, 1920. These are now briefly referred to. 

General Rate.-In counties where there are no road or town districts a maximum · 
rate of 3d. in the pound, or where there are road or town districts 3d. in the pound 
in outlying districts, a.nd in all other parts of the county 1 !d. in the pound on the capito.l 
value of rateable property, or its equivalent on the unimproved or annual valv.e. The 
total amount of the general and separate rates together, however, must not exceed the 
maximum rate above, with the exception that the dfainage rate may be additional to 
the maximum mentioned. 

Special-work. (Separate) Ratea.-These rates may be levied on the county or a 
portion of the couilty upon a majority petition of ratepayers ; the total amount that may 
be levied in one year is fd. in the pound on the capital value or its equivalent. 

Particular separate mtes which may be levied by County Councils refer to tho 
following matters :-

W ater-su.pply and Drainage.-For the purposes of any constructional work a rate 
of Id. in the pound on the capital value on the county or subdivision, 88 the case may be. 
To provide for maintenance after construction a rate of ~-d. in the pound may be levied. 

Sanitation and Harboura.-The provisions relating to boroughs apply, mutatis 
mutandis, to counties. 

Library.-I d. in the pound on the annual value or its equivalent. The rate is levied 
by virtue of the Libraries and Mechanics' Institutes Act, 1908, and only applies where 
the library is managed by the County CounciL 

Other Separate Rale8.-The expenses of a county in connection with lighting, &c., 
which come within its jurisdiction are met from either the General Account of the 
county or the Separate Accounts of the ridings. In regard to hospital and charitable
aid, health, injurious.birds, and fire rates, the provisions of the statutes as noted above 
under the bead of "Boroughs, apply. 

Special Ratea.-The provisions of the Local Bodies' Loans Act, 1913, apply in the 
same manner 88 indicated for Borough Councils above. Special rates to provide interest 
or interest and sinking fund, on loans arC not limited by statute 88 to amount. ' 

B~e Rate.-ln addition i.? other special rating-J?owers referred to, a special rate 
of id· m the pound on the captta.l value may be lened under section 5 of the Local 
Bodies' Loans Amendment Act, 1922, for reconstruction of bridges. 

In the same way as they operate in boroughs the provisions relating to the rates 
on Native land, rating on mining property in the South Island, and the increase of 
the ra.ting.power consequent on prohibition of licenses~ apply to counties. 

ROAD DISTRICTS. 

For the main statutory provisions in regard to the rating-powers of Road Boards 
it is necessary to refer to the Road Boards Act, 1908. A summary of these as 
amended by various statukls, iR given below. ' 

. General Rate.-l!d ~ the pound on the capital value or its equivalent on the 
ttrumproved value, ?r 2s. l:ll the po_und on the annual value, as the Case may be. In 
the event ~f a Re'?6tver bemg appomted! the power is extended by fd. in the pouitd if 
the Counties Act tS suspended, or -f\;d. In the pound if the Act is in force, upon the 
capital value. 

Separate Ratu (_in ~ubdivid_ed Road Diatrict8}.-Ma.y be levied over any or every 
subdivi<Jion of the distnct, but must not, together with the general rate exceed the 
limit of ljd. in the pound.on the capital val~e or its equivalent. ' 

Specwl Rates for Parhcula_r J!orks.-fd. m the pound on the capital value over the 
whole or any port10n of the distnct. 

Water·~pply for Domutic U8! a.nd I"igation.-Water.supply is according to the 
sca.le prescribed for boroughs, aa mdica.ted above. This applies only to certain Road 
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Boards specially authorized. With regard to irrigation. the .provisions of the Water. 
supply Act. 1908, and amendments, provide that where the Counties Act is not in 
operation, or is suspended, two or more adjoining road districts may amalgamate for the 
purpose of forming a water·snpply district with the full rating-powel'8 of such districts. 
Any Road Board which had constmcted water-races or irrigation-works prior to 1891 
may continue to exercise in this respect the same rating-powers as a County Council. 

· Library.-ld. in the pound on the annual value or its equivalent, only where the 
public library is managed by the Road Board in terms of the Libraries and Meqhanics' 
Institutes Act, 1908. 

Harbour.-Should a Road Board be declared a Harbour Board it may, by consent 
of the ratepayers, levy a special rate for the construction or maintenance of harbour
works, such rate not to exceed in any one year fd. in the pound on the c8.pital value or 
its equivalent. 

Other Particular Separate Ratu.-Tbe provisions of special statutes with regard to 
hospital and charitable-aid, health, injurious-birds, and fire rates apply to road districtS 
in the &&me manner &;S to boroughs. 

· Special Rates.-The powers of Road Boards are the samo as Borough Councils. 
In the same way as they operate in boroughs tha provisiom relating to the 

mtes on Native land, rating on mining property in the South Island, and the 
increase of the rating-power consequent on prohibition of licenses, apply to road 
districts. 

ELEOTRIC·P~WER DISTRICTS, 

Gtneral and Separate Ratea.-The Electrio-power Boards Act, 1918, and amend
ments. provide that when the expenditure of a Board exceeds the amount of income 
in any year,. the ba.lance, or part of it, may be raised by a general or separate rate over 
the whole or part of the district. The Power Board may collect the rate iWll, or may 
request the local authority in whose district the rate is levied to recover the amount on 
its behalf. 

Special Ratea.-The provisions of the Local Bodies' Loans Act., 1913, apply to 
Power Boards, and the Power Boards Act, 1918, also allows of a uniform rate being 
levied over the whole district to secure money borrowed for the preliminary work and 
expenses of a Board. 

HARBOURS. 

For any purpose connected with a harbour, or for interest, or interest and 
sinking fund, on loans, authority is contained in section 221 of the Harbours Act, 
1908 (as amended in 1910), to levy a rate not .exceeding the maximum specified in 
any special Act authorizing the Board to levy a rote, or, if no such limit is fixed, a 
maximUm ra.te of fd.. in the pound on the capital value, or its equivalent on the annual 
or unimproved value. 

RIVER DISTRICTS. 

General Rate.-By section 87 of the River Boards Act, 1908 (and amendments), 
a River Board may levy a general rate of lld. in the pound on the capita.l value or ita 
equiv&lent leviable on a uniform scale or graduated according to the classification of 
lands in the district. · 

Separate Ratea.-These shall not, tOgether with the general rates levied, exceed the 
amount limited i.i:J. respect to general rates. · 

Special Ratea.-Not limited by statute as to amount; may be levied to secure the 
interest and provide a fund for the repayment of loans. 

LA.ND-DRAINA.Oil DISTRICTS. 

, General Rate.-The Land Drainage Act, 1908, section 31, provides for the levying 
of a general rate, according to the classification of the lands in the district, not exceeding 
lid. in the pound on the capital value. By the Amendment Act of 1913 this rate may 
be increased to 3d. in the pound on a ratepayers' petition representing a majority of 
three-quarters in number and half in rateable property. 

Special Ratu.-As in the c~e of river districts. 

WATEB-StJl>PLY DISTRicrs. 

Special Rate.-By the Water-supply Act, 1908, sect-ion 34, a speoial rate may be 
levied on all lands in a water-supply district or subdivision to pay interest and provide 
for the repayment of any loan. The rate is levied according to a o~ification of the 
rateable lands. , 

Inset 1-To.xatton. 
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RABBI~ N111SANOB. 

~at .Rat&-Uoder &he Rabbit Naioance Act, 11108, -ion 118, a Rabbit-proof 
FoaoiDa Board may leory a pneral rate of td- in &he pDUDd on &he capital value of aU 
rateable property in &he diotrict under tho control of the Boud. Section IS of &he Rabbit 
Nuilanae Amendmellt Act, 1918, pnmcieo &hat a Rabbit Board may levy a rate of 1d. 
in &he pound on tho capital value or ita equivalent of aU nleablo property within the 
rabbit diotrict, with a mazlmum of 11. per acre for each holding afreoted, the proceeds 
ofiUOh rate to be upended in tho deotructlon of rabbit& 

Special Ralet.-Tbeee are 110& Umited by -ute 01 to amount: may be leYied to 
...,,. the intereot and provide &he Npayment of loa~~& · 

SYSTEM OF RATING ON UNIMPROVED VALUE OF LAND. 

The Ra&ing on Unimproved Valno Act, 11196, wae peeeed'by the ~I A.embly 
to &lord looal bodies the opportunity of adopting the principle of rating which Ia 
esp.-.1 in the title of &he -ore. The Act Ia now incorporated In tho Rating 
Act, 1908. It ia ontlnoly at &he option of the bodieo to adopt &he ayotem, and pro· 
vialoo is made for a retnm to tho old oyatem of m&ing, if desired, After three yean' 
experience of tho new one. The Act provides &hat a proportion of &he ratepayon OD 

tho roll, varying from 26· per cont. whore tho total number doeo not esceed 100, 
to 16 per coot. where tho number exceeds 300, may by demand In Wl'iting, delivered 
to tho chairman of the diotrict, require thot & propoaal to rate property on tho boola 
of the unimproved YaiDO may be aubmittod to tho ratepeyon, wh- votea abaU be 
taken bctweon twenty-oDe and twenty-eight d&ya after dolivery of the demand. Tho 
poll ia to be taken In the """'" manner 01 in the caae of a propoaal to miao a loan 
in &he diotrict under the Local Bodieo' Loans Act, 1908. 

Under &he oril!inal Act 3 wae -ry for a minimum number of olie·tbird of 
the rstepeyera to vote, and a majority of their votea·oarried &he propoaol. Now tho 
question of adoption or o&herwioo Ia decided by a bore majority of tho valid votea 
noorded, lrreapootive of &he number of ratepayen who have voted. 

A roaoincling propoeol can be carried at & poll by the O&mo moano u one for 
adoption, but not nntil after &h'" yean have elapoed; and, llice ..,...., rejection of 
a propooal ban ita boiDc hronght fonrard for a limUar period. 

The valuation roll ia auppliOd to &he local authority by tho Valuer-General under 
tho provialono of &he Valuation of Land Act, 1908, and tho dell.nitiona of "capital 
value." u improvement••" " unimproved n.J.ua_11 and u value of improvement. " foUDd 
in tbat Act apply &leo to ra&ing on nnlmproved value. Proviaion io made for adjut· 
mont of ra&ing-powen stven under provinuo Acto by lbing equiY&Iento. Thuo a rate 
of Ia. In the pound on the annual value ander former Acto io to be oonliclerod equal 
to fd. in tho pound on tho capital volue. 

The adjuetmonlo are to be made oo tbat &he ratoo on &he unimproved valao eball 
be auch · u to produce u muola u, bul not more tbaa, &ho rateo under tho Ra&inl! 
Act, 1908. For inotanco, ouppoling a local authority bas a rating-power up to fd: 
In &ho pound on lhe capitol value, then it can leory any ralo in &he ponnd on tho 
nn!m~ val no of land In ito diatriot ao. long u tho producing-capacity of aucb. 
rate 18 not gre~te~ tban would be the produomg-capaoity of & fd. rate on tho capital 
valno of &ho cliot!iot. When a fixed rate, onder the older sya&em of r&&in(l, Ia aecurity 
for a lou, the Controller and Anditor-Geaoral io sivon power to interfere and fix the 
aow rate hiiDHlf if of opinion tbat tbo new rate on the unimproved value doee not 
afford equally good eeourity u the one to be given up. 

. It ohould be DOted &hat oo- looaJ authoritiea automa&ioally adept m&ing on 
llnlmproved value. For eumplo, a towu cliotrict, borough, or another county formed 
from pert .of a oounty ~bich itoolf ratea on nnlmproved valuoo, automau..ily rateo 
on &he oyatom ~ foroe ~ ~e o?"nty : &leo two l>orougho amalgamating adopt tho 
ayatem In foroo In &he diotrict wath the greater population, unleu their Counolla agree 
to the eontrary. · 
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LOCAL AUTHORITIES RATING ON UNIMPROVED VALUE. 
Local districts in which a poll on the question of rating on unimproved value 

has been taken since the 31st March, 1914, are as shown below up to the 31st March, 
1923. The result of all polls prior to the 31st March, 1914, are given on pages 876-79 
of the Year-book for 1914. 

_________ R=•=•u.:.L;:T:.:s~oF RATING PoLLs, 1914-23. 

Local District. 

Avondale Borough 
Avondale Road DiHtrict 
Bay of Islands County 
Cam bridge Borough 
Cambridge Borough* 

CaTterton Borough 
Christchurch City• 

Ellerslie Town District .. 
Featherston County .. 
Geraldine Borough .. 
Great Ba,rrier County .. 
Greytcwn Borough .. 
Ha.uraki Plains County .. 
Havelock North Town District 
Huntly Town District .. 
Inglewood County. , .. 
Manawatu County .. 
Ma.ngaorongo Road District . . 
:Man~a.pa.pa. Town District .. 
?tlangapa.pa Town District .. 
Ma.nurewa. Town District .. 
)Iata.ura Borough* .. 
Mataura Borough . . . . 
Mataura. Borough . • . . 
Milton Borough* . . . . 

Date ot Poll. 

17 Feb., 1923 
1 June, 1918 

17 Nov., 1920 
9 Sept., 1919 
8 Nov., 1922 

Result of Poll. 

Carried 
Rejected 
Carried 

Rating on U.V: 
remains 

26 Nov., 1919 Carried .. 
4 Mar., 1915 Rating on U.V. 

remains 
8 Mar., 1916 Carried •. 

16 Feb., 1915 ., .. 
29 April, 1921 ., .. 

I ll May, 1914 •. 
27 June, 1922 ReJ~cted .. 
10 Mar., 1921 Carried .. 
3 Nov., 1920 , .. 

20 Oct., 1915 , .. 
16 Mar., 1921 , .. 
29 Jan., 1919 , .. 
1:~ Mar., 1918 , .. 
13 Oct., 1915 Rejected .. 
I July, 1920 Carried .. 

19 Nov., 1921 Rejected ... 
3 Nov., 1915 Rescission carried 

12 Dec., 1919 Rejected · .. 
21 Feb., 1923 Carried .. 

Moa. Road District 
Mosgiel Borough• 

1 Nov., 1922 Rating on U.V. 
1 remains 

.. 28 Mar., 1916 Rating on U. V. 
· remams 

.. ,. 26 Mar., 1919 Carried 

New Plymouth Borough . . 30 April, 1919 Carried .. 
Nga.ruawa.hia Borough . . 21 Mar., 1921 
Normanby Town District• . . 24 May, 1919 

Northoote Borough .. 
Northcote Borough .. 
Onehunga. Borough . , 
Ostend Road District .• 
Otaki Borought . . • . 
Otamatea. County . . . . 
Otautau Town District• . , 
'Otorohanga Native Town~hip 
Paeroa. Borough . . . . 
Raglan Town District .. 
Rangiora Borough* .. 
Rangiora Borough .. 
Rodoey County • • • • 

· Taihape'Borough . . . . 
Taradale Town District .. 
Taranaki County . . . . 
Tauranga Borough .. 
Te Awamutu Borough .. 

30 April, 1919 
22 Aug., 1922 

9 Mar., 1915 
20 Dec., 1922 

4 Mar., 1919 
6 May, 1922 
8 Mar., 1916 

30 Oct., 1914 
30 April, 1919 
15 Nov., 1916 
19 June, 1919 
7 Mar., 1923 

21 April, 1921 
26 Mar., 1919 
15 Sept., 1919 
20 Mar., 1920 
6 Oct;, 1920 

19 Nov., 1919 

Rating on U. V. 
remains 

Rejected 
Carried 

Rej~cted 
Carried 

,, .. 
Rescission carried 
Carried .. .. 

" .. 
Rescission carried 
Carried .• .. .. .. 

.. 
• For re.Ciulon. tAt that. time a town dlatrlct. 

Votes recorded. 

F lA I i In· or. ga nat,, formal. 

282 150 
231 300 
490 187 
153 61 
90 166 

277 133 
1,914 2,086 

175. 25 
315 164 
179 100 
63 7 
62 198 

301 14 
107 79 
30 I 

160 25 
677 193 

45 I 
109 164 
244 80 
66 108 

136 129 
liS 145 
186 166 
137 216 

205 32 
l!5 240 

781 595 
47 7 
33 41 

123 140 
260 150 
563 391 
29 50 

132 44 
505 312 

40 33 
43 5 

155 71 
54 19 

151 145 
266 87 
520 433 
141 21 
128 39 
530 1119 
147 295 
89 127 

... 

5 
1 

2 
I 

I 
2 

14 

4 

2 
3 

14 
4 

2 
5 
I 

10 

I 

1 

7 

I 

I 

1 

3 
6 
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RESULTS Ol' RATING PoLLS, 1914-23-cont;nued. 

Votes recordrd. 
Local District. ·Date of Poll. Result of Poll. ' n.1ns · In-For. lAg t.! formal. 

Te Awamutu Borough 14 Feb., 1923 ' Rejected 120 1 198 
Thames Borowzh •• 19 June, 1919 Carried 260. 50 
Thames Borough• .• 12 Dec., 1922 Rating on U.V. 236 407 8 

remains i 
Tima.ru Borough .• 27 April, 1921 , Carried 1"532 838 73. 
Oawa. County 26 May, 1920 .. 260 89 
W a.ia.ta.rua Drainage District 24 Dec., 1918 .. 19 1 
W aitomo County .. 8 June, 1922 .. I 752 73 11 
Westport Borough 25 April, 1917 .. 467 346 I 30 
Whakatane Borought 21 Sept., 1916 Rejected 70 105 ! 1 
Whakatane Borough 30 April, 1919 Carried 163 

921 
10 

Whakatane County 8 Nov., 1919 .. 319 166 
Wbangarei County 11 Nov., 1914 .. 736 236 22 

• For resclsalon. t .At that time a town dlatrlct. 

The unimproved value of land is the basis on which some 36 per cent. of the 
local authorities (excluding ba.rbour boards) assessed their rates for the year 
1921-22. A comparative table is-

SYSTEMS O!' RATING IN FoRcE, 1921-22. 

System o~ Uatlng. - ---
Capital 

-- Unlm· ca,sttal and Annual Acreage 'fotal. 
l(,rovod Unlm- Nil. 

alue. V ue. proved Value. llaels. 
Values. 

Counties .. .. 41 76 4 .. .. 8 129 
Boroughs . . .. 60 22 2* 33t . . .. 117 
Town districts .. 29 31 .. 6 .. . . 66 
Road districts .. 4 55 .. .. .. .. 59 
River-protective districts 13 17 1 1 2 3 37 
Land-drainage districts .• 21 33 .. .. .. . . 64 
Water-supply districts .• .. 6 .. .. .. . . 6 
City and suburban drain- .. 2 1 .. . . .. 3 

age districts 
Tramway districts .. 1 1 .. . . .. .. 2 
Local railway districts . . .. 2 .. .. . . 1 3 

Totals .. 169 246 8 40 I 2 12 476 
' • Annual also . t Includes two on unimproved bn.,ls also. 

Although the figures referred to indicate tha.t the number of local authorities 
rating on the unimproved value is approximately 36 per cent. of the total, yet ~o a. 
population basis the figures reveal that in reality a. larger proportion of the ratepayers 
are· being so rated. The positien in regard to the four mO.jor classes of local bodies 
at 1st April, 1922, was as follows :7" 

POl"ULATION BATED ON UNIMPROVED VALUE 

Ratl,ng on Unlm- Totnl for Rntlo of Unlm-
proved Value. Dominion. ~ovcd Vnlue 

Districts. Dominion. 1 

~:~~~'~putn~l~n. No.I Population. No. I Populn-
tlon. 

' 
Counties (excluding all town districts) 44 168,676 129 

·Per Cent. Pc~rcent. 

486,9461 34•1 32•6 
Boroughs • • • • .. 67 432,031 liS 708,489 66•8 60•9 
Town districts (dependent) •• • .. 16 6,196 34 12,913 47"1 40·2 
Town districts (independent) .. 114 17,612 1 ao :}4,678 i 38·n 60•8 
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In addition to the foregoing, one road district with a population of 1 699 (1921 
census) rated on unimproved value. Thus 49·5 of the people of New Zealand are rated 
on the unimproved value. 

FINANCIAL STATISTICS OF LOCAL GOVERNING BODIES. 

The figures given in the following tables are for the year ended 31st March, 
except in the case of certain harbour boards whose own financial year is takon in 
each case. The financial year of the \Vellington Harbour Board ends on the 30th 
September {six months 1 before the usual financial year); for the CoroDUI.ndol, Grey
mouth, Half-moon Bay and Horseshoe Ba.y, Kaikoura., Kawhia, Mangonui, and \Va.iroa 
Harbour Boards the year ends on the 31st March, but in all other cases the harbour 
board year ends on the 31st December, or three months prior to the usual financial 
year. 

RECEIPTS. 

Local governing bodieS received by way of rates in the financial year 1921-22 a 
tota.l amount of £3,779,895, of which £2,501,949 consisted of general rates B.nd £1,277,946 
of special and separate rates. The sum of £105,365 was raised by licenses, and £171,625 
by other taxes, making £4,056,885 nltogether, which sum is equivalent to £3 5s. IOd. 
per head of the mean European population, as compared W'ith £3 Is. IOd. for 1920-21, 
an increase of 4s. -

Revenue derived from rates increased fro_m £1,799,299 in 1912-13 to '£3, 779,895 
in 1921-22. Revenue from the Government increased in the same period from 
£225,262 to £317,530. Receipts other than "revenuo" were £2,383,123 in 1912-13, 
and £5,48H,912 in 1921-22; but these figures vary from year to year according to 
circumstances, such as largo operations by way of construction of works, for which 
money has to be specially raised. 

The receipts of local governing bodies, divided into the various groups shown 
above arc given for each of the last ten years . . 

Revenue from 

:Finnnclal 

I 

LtcenBt'l, Recelpta DO~ Total 
Year. Ita~ea. 

!'<!CS, Hcnts, Govern- Totn) ltevenue. Receipt.. 
nnrt other mcnt. Rovcnue. 
Hourcea. 

I 
£ • £ £ £ £ 

1912-13 .. 1,799,299 2,306,424 225,262 4,330,985 2,383,123• 6, 714,108 
1913-14 .. 2,005,638 2,484,893 234,219 4,724,750 2,411,575 7,136,325 
1914-15 .. 2,140,086 2,622,221 239,076 5,001,383 2,595, 706 7,597,089 
1915-16 .. 2,355,155 2,705,562 262,083 5,322,800 2,469,275 7,792,075 
1916-17 .. 2,534,539 3,001,324 242,618 5,778,481 1,411,422 7,189,903 
1917-18 .. 2,674,541 3,034,894 248,855 5,958,290 1,250,047 7,208,337 
1918-19 .. 2,939,606 3,184, 741 267,330 6,391,677 942,780 7,334,457 
1919-20 .. 13,144,213 I 4,219,608 266,974 7,630,795 3,329,003 10,959,798 
1920-21 .. 3,549,59~ 15,0~8,7~1 287,583 8,885,964 3,429,662 12,315,626 
1921-22 .. 3,779,89a 5,7a7,2lJ2 317,530 9,854,677 5,486,912 15,341 ,6~9 

A summary of receipts for tho year 1921-22 is given on tho next page. The 
total revenue of the local bodies for the financial year was £9,854,677, and they 
further received a su_m of £5,486,912 which could not properly be termed "revenue," 
making altogether a grand total of receipts amounting to £15,341,589. The rates 
formed 38·,35 per cent. of the revenue proper ; licenses, rents, and other sources 
yielded 58·42 per cent.; and 3•23 per cont. was' granted by the General Government. 

While the revenue proper of the counties amounted to £1,835,210, of which 
£1,409.810, or 76·82 per cont., was raised by way of rates, the Road Boards'r ovenue 
was only £123,265, of which £94,953, or 77·03 per cent., represented the result ·of 
their ra.tinJ{. It is seen that these bodies rely on their taxing-powers for the greater 
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part of their income. In the case of boroughs, on the other hand, whose revenue 
totalled £5,819,843, rates accounted for £1,915,506, or only 32·91 per cent. of the 
total. Receipts by way of licenses, rents, &c., yielded the considerable sum of 
£3,867,426, representing 66-45 per cent. of the aggregate income. 

LOCAL GOVERNING BoDrES.-RECEtPTS, 1921-22. 

Counties 
Boroughs 
Town districts 
Road districts 
River districts 
Land-drainage districts 
Water-supply districts . , 
Tramwav districts 
City and suburban drain-

age districts 
Railway districts. 
Harbour districts 
Electric-power districts 

Totals 

Revenue from 

Rates. Licenses, 
Uent.s, &c. 

Govern
ment. j 

Receipts 
not 

Revenue. 

£ £ l £ 

t~~~:~~~ a.!~~:~~~ l 2~:m 
73,165 40,642 ' 5,015 
94,953 15,234 I 13,078 
21,799 18,705 1 21 
29,890 1 1,463 

t. £ 
898,195 

I 3,023,610 
126,555 
58,511 
10,460 
58,768 

I ,049 1 2,896 
2,665 ' 273,496 141,250 

117,542 : 3,619 1 31,898 

1,596; 19,981 I 2 
110,082J!,279,162 I 27,759 636,221 

1,838! 43,973; 501,442 

13,779,895 i 5:757,2521317,530 I 5,486,912 I 

RATES. 

Total 
ltecelpts. 

£ 
2, 733,40& 
8,843,453 

245,377 
181 '776-
50,985 
90,121 
3,94& 

417,411 
153,060 

21,579 
2,053,224 

547,253 

15,341,581> 

As stated above, rates contributed in 1921-22 the sum of £3,779,895 t.o the 
revenue of local governing bodies. General rates levied brought in £2,501,949, and 
special and separate rates £1,277,946. Of the latter, £964,235 was received by boroughs 
and £242,304 by counties. The whole of the rates in harbour districts were general 
rates, while all those collected by Tramway Boards came under the heading of 
"special and separate." • ;, 

General rates bring in about two-thirds of the total. revenue from rates. 

RATES LEVIED BY LocAL GovERNING BootES, 1912-13 TO 1921-22. 

Financial Year. General. I S~eclaland 
epa rate. Tot.al. 

£ 
~--

£ £ 
1912-13 1,252,717 546,582 1,799,299 
1913-14 1,359,776 645,862 2,005,638 
1914-15 1,484,591 655,495 2,140,086 
1915-16 1,607,764 747,391 2,355,155 1916-17 1,695,572 838,967 2,534,539 1917-18 1,791,028 883,513 2,674,541 1918-19 2,028,151 911,455 2,939,606 1919-20 2,106,397 1,037,816 3,144,213 1920-21 2,338,539 1,211,051 3,549,590 1921-t2 2,501,949 1,277,946 3,779,895 

Separate rates are of two classes-" general" and "particular." General separate· 
. rates are leviod for the construction, maintena.nce, &c., of any publio work, for the 
acquisition of land or buildings; or for engaging in any undertaking for the benefit of 
the whole or part _of ~ local ~st~ct. Pan:icu~n:r separate rates are levied in respect 
of JVB.ter-supply, hghtmg. samta.tion, and hbrane.s. Special rates are those levied BEl" 
st>curity for the repayment of loans. 
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It is of interest to note that for the year 1921-22 the total of all rates collected 
by counties was equal to £4·42 ·per £1,000 of rateable capital value (land and 
improvements). In boroughs it was £11·85; independent town districts, £8·95; 
and in town districts forming parts of counties, £6·63. 

LICENSES, TOLLS, RENTS, ETC, 

Rates are not the only form of local taxation. Local authorities derive a ce!Ulo 
amount of revenue from publicans' licenses, auctioneers' and hawkers' liceUf,s, 
abattoir fees, dog-taxes, pound-taxes, tolls, &c. Sources of revenue not classed as 
taxation are-Rents; fines and penalties; market dues; sales of material; sale 
of light and power fropt gasworks and electric-supply works ; tramway receipts ; 
interest on deposits; whari dues, &c. 

RECEIPTS FROM GENERAL GOVERNMENT. 

Revenue received from the Government comprises-Rates on Crown and Native 
lands; timber and flax royalties; goldfields revenue,and gold duty; fees and fines; 
subsidy on rates; one-third of receipts from lands sold on deferred payment and 
from perpetual leases; one-fourth of rents from small graziilg-runs; other. In addition 
there are special grants from the General Government for various local works of a 
public or semi-public character. These are not considered revenue, and are included 
with " Receipts not revenue." 

A further elass of receipts from the Government is provided by loans under the 
various Government Loans to Local Bodies Acts and from the New Zealand State 
Advances Office. . 

A statement of all receipts by controlling bodies of local districts from the 
Government during the last five financial years is given in the next table:-

LooAL GovERNING BoDIES.-REOEJI>TS FROM GovERmtENT.-QuiNQUENNIAL SuMMARY, 

Year ended 8l11t :March. 

' --
I I I I 1918. 1919. 1920. 1921. 1922. 

------· 

£ I 
I 

' 
£ £ £ £ 

Rates on Crown and Native lands I 202 1,9!41 8,143 9,834 7,990 
One-third receipts from land sold 1 35,73! 35,094 20,467 42,737 44,38! 

on deferred payment and from : I 
7,5681 

perpetual leases : I 
5,655 i One-fo~rth of rents from small I 5,39! 7,722 I 6,008 

gra7.1Dg-runs I I 

Timber and flax royalties .. I 4,288 5,100 3,961 I 4,9001 5,197 
Goldfields revenue and gold duty 34,340 25,822 26,565 20,672 17,095 
Subsidies on rates .. .. !60,032 168,835 177,074 !92,24!1 200,722 
Fees and fin~s .. .. I 2,359 4,564 3,067 4,0!01 3,729 
Other receipts .. .. 6,555 !8,279 18,128 2!,0301 :J2,348 

Total Revenue Account .. I 248,8981267 ,33o 203,060 1 302.9921 ar7 ,530 
Loans from Government under Go- !!8,373 208,!58 5!5,363 

1

1,!30,37!!,005,!CO 
vemment Loans to Local Bodies : I 
Acts and from New Zealand 

87,3621156,354 
I State Advances Office 

I Grants for special works. &o. .. 248,!!0 i 304,233 338,594 
I 

Total receipt<J from Government •• I 454,633 
1 

63!,842 !,026,533 ,1, 737 ,5961!,6ijl,28~ 

Of the total of £1,661,284 for 1921-22, no less than £782,547 went to counties~ 
boroughs receiTed £571.403, while harbour districts accounted for £143,410. 
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EXPENDITURE. 

The expenditure of loeal governing bodies during each of the last twenty 
yea.rs is as follows :-

Expenditure. Expenditure. 
Flnnnclal Year. £ Financial Year. £ 

1902-3 2,867,506 1912-13 6,537. 769 
1903-4 3,230,712 1913-14 6,796,314 
1904-5 3,497,321 1914-15 6,806,567 
1905--6 3,601,506 1915-16 6,920,736 
1906-7 3,897,515 1916-17 6,758,593 
1907-8 4,491,113 .1917-18 7,103,073 
1908-9 4,800,711 1918-19 7,320,277 
1909-10 4,898,482 1919-20 10,883,586 
1910-11 5,360,261 1920-21 12,761,690 
1911-12 6,074,372 1921-22 15,091,875 

The expenditure of the various classes of local governing bodie,s dnring 
is shown below in more detail :-

LooAL GovERmNG BoniEs.-EXPE~DIT(}RE, 1021-22. 

1921-22 

Publlc 
W«]rk!. 

1 Hoepltals i' 

I 
and 

Charitable 1 
i Aid. 

I lntor••Bt I Manage- on loans 
ment. 1 and 

1 Overdraft. 
Other. 

Total 
Expend!· 

turc. 

I£ £ £ £ £1£ 
Counties •1,913,961 1305,360 253,516 231,365 37,5861 2,741,788 
Boroughs '6,186,118 202,775 279,379 938,697 871,418

1

8,478,387 
Town districts I 190,961 I 6,947 18,324 23,827 6,962 247,021 
Road districts 143,331 11,119 16,811 11,469 8,254 190,984 
River districts . , 33,001 . . 8,535 9,295 5, 742. 56,573 
Land-drainage districts I 70,526 5,222 11,349 2,244 89,341 
Water-supply districte 1 1,609 2,362 632 274 4,877 
Tramwaydistricte .. [ 367,751 • 33,120 40,817 441,688 
City and suburban 40,265 10,822 72,541 7,956 131,584 

drainage districts I I 
Railway districts •• 18,740 2,7021 300 21,742 
Harbour districts .. 1,328,258 171,280 372,034 185,619[ 2,057,191 
Electric-power districts j 573,289 51,784 5,626 630,699 

~---1-----1-----1-----
Totals ' •• 110,867,810 526,201 1766,251 1,758,815 1,172,79815,091,875 

• Included In Publlc Works. 

It is seen that during the year the total expenditure was £15,0lH,875, of which 
£10,867,810, or 70·81 per cent., was expended on public works and £1,758,815, or 
11·65 per cent., on debt charges. The item "management expenses " does not 
rank very high in the aggregate, though the table following shows that in some 
classes of local bodies the expenses of management account for a fair percentage of 
the revenue :-

Counties 
Boroughs 
Town districts (independent) 
Town district!! (Dependent) 
Road districts 
River districts 
Land-drainage districtR 
\Vater-supply districts . . . . 
City and suburban drainage districts .. 
Harbour districts .. 

!lnnngemcot Expenses nB Percentage of 

Revenue. 

£ 
13·81 
4·80 

14·80 
17·95 
13·63 
21·06 
16·65 
59·87 

8·93 
12·09 

Total Receipts. 

£ 
9·27 
3·16 
6·59 

13·56 
9·24 

16·74 
5·84 

59·87 
7·07 
8·34 

ExpenditurE'. 

£ 
9·25 
3·30 
6·72 

11-45 
8·80 

15·08 
5·79 

48·43 
8·22 
8·33 
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The table following gives, in respect of boroughs only, the expenditure out of 
loan-money during tho last ten years~ classified nndor various heads :-

EXPENDITURE OUT OlJ' LOANS.-BOROUOBS ONLY 1912-13 TO 1921-22 . 
~ 

"' . t ,a I " • "' " ~ • . . " !i. 'l!8 -l! "'"' ~ s:-:: •§ -l! ••• 
~-= E g. I "'"E ~0 ··~ ·- 0 ~ s-eg a ":5 ~ .,~ ~~tc; .. ~ e ... 

"''" ~~ •• ··"' ~,S a ~E:.. .S<n 
!:~0::: s ~~ 

~. • • ·- --a ·e ""'"' o:g " "'' cno~ e• • ... !!'= I ••• 
"" cei:jtn 

~ 0 "" :. " ..,. ....~ = ;:;~ 
I>< "' .. .. 

.. 

11827251120/373 
£ I £ £ £ £ £ £ 

1913 169,447 61,224 15,596 134,873 103,985 16,433 889,182 
1914 244,619 131,547 129,601 47,427 3,074 199,757 58,368 20,491 834,884 
1915 153,209 68,061 70,306 28,889 5,463 201,651 58,9821 25,098 611,659 
1916 175,248 98,366 86,864 45,390 3,860 235,071 78,3981 17,818 741,015 
1917 98,595 92,677 84,012 21,497 14,970 130,489 60,902116,794 519,936 
1918 72,290 86,346 45,917 6,880 .. 104,359 57,086 12,571 385,449 
1919 92,923 62,710 40,593 .. 671 68,276 34,014 5,163 304,350 
1920 109,858 77,471 49,383 1,231,571 .. 84,283 100,248 286 1,053,100 
1921 227,774 118,730 95,107 93,113 5,141 158,473 128,152 8,437 831,927 
1922 229,495 217,503 174,5U 116,799 52 605,019 107,142 47,347 1,497,871 

ASSETS AND LIABILITIES. 

Tho assots nnd liabilities of local governing bodies lit tho end of the financial 
yMr 1921-22 are as shown in the table following. The figures shown in tho column 
" Other assets " are taken from tho rospectivo . balu.nce-sboots, but are far from 
complete. In quite a number of casos no assets whatever are shown, while in thfl 
rna.jority of the others nothing is included for the reserves held. Those totals can 
ohly be takon as a very approximate indication of the property· held in addition to 
the actual cash assets. 

Assets, Llabllltles. 
---- -

~~ • .rt- ... ~'lla, .S o-
.sg .sli ~8:Jei ·•=.s.:i=-- .. -.::~~:::~...:. 

OthcrAB!IctR ]~4>_5S ii.iiSI:l~ .. ~ ~-"! ~ "'
0

- f U 

-- Cash (lUI estimated ~1;l§cn0 eo-.:~""! .§Hg_!"'i ~"g8-e=sote~ 
In published ~s::~g o~£'!! - !~ ~_; 

Anllts. Baluncc• - ~~ .:: g;S"' :~..,-g~D li"a:;o~~ 
sheets). ~E§a~ a~=~ JS-~=s; ~.§~_rg 84> o:<o ~"1;1~-~~ ~a·r· I 

~~ ,t:"O <t:!: ~= ~ ... -". -< 
0 -< ~~ .S:J~:~-

I ~ - ... -

£ I £ 
£ I £ 701~1241 £ 

Counties .. 958,976 1,144,389 1,734,947 1,678,285 170,563 
Boroughs .. 1,986,083 20,316,753 15,766,392 1,777,362 607,306 : 474,628 
Town distriC't.s .. 55,580 426,708 356,690 182,127 6,657 I 37,479 
Rood districts .. 49,n39 94,346. 89,847 129,536 25,415 . 10,643 
River districts . . I 19,277 05,620 61,551 39.007 33,607 14,263 
Lanc;I-drainage dis- 37,977 45,105 61,864 151,254 53,500 i 2,578 

trtct.B 
City and suburban 44,725 604,919 1,203,314 163 .. i 13,943 

drainage districts 
1,539 Tramway districts 432,964 1,133,919 987,206 .. .. 

Water-supply dis- 446 1,360 8,846 .. 565 25 
tricts 

I Railway districts 3,171 76,705 49 113 .. .. 923 
Harbour districts 1,199,728 11,417,991 7,390,1891 139,361 .. I 281,231 
Electric-power dis- 696,891 707,964 1,480,177 .. .. I 48,473 

tricts I • I 
Totals .. :5,485,357 36:035,779129,190,136 ;4.097,095 1,328,174 ! 1,056,288 ., I 

Jnset 2-To.xntlon. 



In the foll<>wing table details of the estimated &RBeta of boroughs are given for tho 
four years 1919-22. Particulars for earlier yeam are not available. . 

EsTIMATED AssETS OJ' BoROUGHS, 1919-22. · 

Year ended Stat Mnrcb. 

Assets. 

I 
-

I I 1919. 1920. 1921. 1922. 

£ £ £ £ 
Reserves, public parks, gardens, 1,672,459 1,544:,206 1,631,277 1 ,840,149 

&c. 
Endowments -- -- 2,649,631 2,110,300 2,226,999 2,236,505 
Town balls, libraries, and fittings 319,482 728,513 799,310 855,144 
Other premiaea, plant, tools, and 

implements 
1,168,890 818,118 815,872 886,734 

Gasworks -- -- -- 926,974 979,551 1,112,373 1,200,539 
Electrical works -- -- 1,811,979 1,971,639 2,200,727 3,125,991 
Tramways .• .. . . 1,339,622 2,373,493 2,818,650 3,129,018 
Abattoirs and saleyards .. 189,476 178,866 197,437 188,468 
Drainage, sewerage, and water 3,330,649 3,986,646 4,673,602 4,963,930 

systems 
Other &&Beta . . .. 1,300,809 2,260,775 1,803,627 1,890,275 

Totals . - .. 114,709,971 116,952,110 18,369,874 20,316,753 

During the four years 1919-22 the fixed &BBeta of boroughs have accordingly 
increased by approximately £5,600,000, or 37 per cent. The growth is seen to pertain 
chiefly to gas and electrical works, tramwayR, and drainage and water systems, thus 
indicating the modem trend of municipal activity. 

LOANS OF LOCAL BODIES. 

:-·,, 
.:T'i ........ , 

The outatanding loans of local bodies at the end of each of tho last twenty 
yeam are shown in the following table:-

- . -

~~ 
Debenturee and Stock Loana from State 

tn ctrculatlou. Advaucee Omce. 
.;:a 

Gross Debt. I Net Debt. I Net Debt .. 
<~ Gross :: Debt, .. 

£ £ £ £ 
1903 8,217,196 7,338,676 .. .. 
190< 8,898,910 7,075,:-120 .. .. 
11105 10,018,242 0,005,196 .. -. ll:IOG 10,718,051 9, 722,081 .. .. 
1907 11,616,048 10,fi36,506 .. .. 
1008 12,532,334 11,343,352 .. .. 
1909 13,303,622 12,184,409 .. .. uno 14,937,685 13,765,802 

•o'c',tos 1911 16,727,613 14,462,770 4106,195 
1912 16,690,877 1!),161,727 1,195,680 1,186,611 
HH3 17,483,332 15,882,926 1,740,925 1,711,797 
1914 18,92.3,482!17,202,764 2,063,005 2,007,797 
1915 19,454,475 17,602,669 2,399,420 2,312,764 
1916 20,754.168 118,82~8·6 2,680,24fi 2;56~,970 
1917 21,432,767 19,277,706 2,836,055 2,676,407 
HHS 22,260,537 19, 782,8-I!J 2,962,190 2,762,900 
H119 22,673,712 19,922,153 8,095,740 2,846,887 
1920 24,608.293 2i.,017,235 8,400,290 3,108,468 
1921 26,1':l6,960 [23,230,(184 3,852,465 3rf.92,374 
1922 20,266,204 27,018,370 4,C.67,5.15 t,mn,o9s. 
·~ 

lnlcrtbed Uebt. 

I Present Groaa Indebted· Debt. . .... 
£ £ 

1,689,480 1,354,616 
1,867,152 1,498,065 
2,038,494 1,621,491 
2,165,114 1,679,968 
2,287,105 1,748,086 
2,399,017 1,798,834 
2,617,136 1,943,728 
2,872,232 2,119,023 
2,072,795 2,173,293 
2,985,998 2,169,i4-7 
2,988,298 2,16ij,262 
2,842,Hi0 2,079,670 
2,780,492 1,976,860 
2,728,174 1,972,990 
2,690,412 1,795,080 
2,030,244 1,681,330 
2,654,401 1,652,423 
2,471,191 1,466, 727 
2,425,623 1,415,567 
2,3~1,790 1,328,174 

Total Debt. 

Gro.• D;bt.J Net Debt. 

£ 
9,886,676 

10,766,062 
12,0&6,736 
12,873,\0ii 
13,903,153 
14,931,361 
15,920,767 
17,809,917 
19,106,603 
20,772,fift6 
22,212,666 
23,828,637 
24,{184,387 
26,162,687 
28,969,23' 
27,852,971 
28,323,863 
30,485,774 
32,i6s,o•s 
37,206,&39 

£ 
'8,603,192 
9,468,376 

10,626,08 
11,402,03 

7 • 
6 
7 

12,284,651 
13,142,18 
14,128.13 
16,884,82 
17,040,22 
18,541,22 
10,791,02 

• 6 

' 2 
21,189,92 • 1 21,803,38 
23,196,16 7 

118 23,708,3 
24,210,71 • 3 24,321,41. 
26,492,4~ 0 

6 28,138,02 
32,{43,63 • 
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The net indebtedness of. ·local goverrting bodies on account of outstanding Joana 
hae increased in the twenty years 1901-2 to 1921-22 from £7,016,632 to £27,018,370, 
exclusive of moneys borrowed from the Government, which. rcprescmtod a further 
indebtedness of £5,425,269 at tho end of March, 1922, ma.de Up as follows: lllBcribed 
debt-i.e., debentures under the Ronda and Bridges Construction Act, 1882, converted, 
and amounts borrowed from the Trea.s'ury under the Government Loans to Local 
Bodies Acts, £1,328,174; and loans from tho New Zealand State Advances Offir.e, 
£4,097,095. 

Of the total net indebtednes.~ of £32,443,6.19 n.t the 31st March, 1922, boroughs 
were responsible for no Jess than £16,960,804, which represents 10-49 per cent. of their 
rateable capital value. In tho. case of counties, which have a much Jess per capita 
expenditure on public works, tho percentage is only 1·36. As may be expected, it is 
higher in independent town districts, the figure being 6·98. 

The following table shows, per head of the population, the gross debt of Ioca.l 
governing bodies and the annual charge thereon for the years 1893-94 to 1921-22 ·-

I ' 
EstlmnW ot Gross Debt. I Annual Loan Charge. 

• Year ended 

I Cen:>UII ---31st :Murch. Population. I """' ' I ""'"' Amount. per Bend. i Amount. Jl('r Head. I 

I £ £ •. d. £ £ .. d. 
1894 .. 676,747 7,253,072 10 14 4 425,713 0 12 7 
1895 .. 689,475 7,422,306 10 15 4 431,931 0 12 6 
1896 .. 703,187 7,547,511 10 14 8 439,253 0 12 6 
1897 .. 717,649 7,675,814 10 13 II 439,057 0 12 3 
1898 .. 731,713 7,783,445 10 12 9 442,676 0 12 I 
1899 .. 746,673 7,995,400 10 14 2 446,697 0 II II 
1900 .. 758,616 8,149,272 10 14 10 . 453,186 0 II II 
1901 .. 772,719 8,785,303 II 7 4 474,163 0 12 3 
1902 .. 789,9Q4 9,245,364 II 14 I 497,565 0 12 7 
1903 .. 814,842 9,886,676 12 2 8 516,670 0 12 8 
1904 .. 838,954 10,756,062 12 16 5 556,193 0 13 3 
1905 .. 864,971 12,056,736 13 18 '9 617,147 0 14 3 
1906 ' .. I 889,968 12,873,165 14 9 4 654,500 0 14 9 
1907 .. 913,873 13,903,153 15 4 3 704,335 0 15 5 
1908 .. 937,587 14,931,351 15 18 6 752,949 0 16 I 
1909 .. 968,313 15,920,757 16 8 10 803,194· 0 16 7 
1910 .. 987,481 17,809,917 18 0 9 895,059 0 18 2 
1911 .. 1,008,468 19,105,603 18 17 10 960,810 0 19 I 
1912 .. 1,031,50<! 20,772,555 20 2 9 1,064,251 I 0 8 
1913 .. 1,061,748 22,212,555 20 18 5 1,104,474 1 0 10 
1914 .. 1,089,827 23,828,037 21 17 4 1,195,288 I ill 

1915 .. 1,100,586 24,634,387 22 7 8 1,238,065 I 2 6 
1916 .. 1,100,406 20,162,587 23 15 6 1,339,420 I 4 4 
1917 .. 1,101,106 26,959,234 24 9 8 1,393,394 I 6 4 
1918 .. 1,104,783 27,852,971 25 4 3 1,459,606 I 6 5 
1919 .. 1,128,630 28,323,853 25 I II 1,489;890 I 6 5 
1920 .. 1,187,139 30,485,774 25 13 7 1,633,341 I 7 6 
1921 .. 1,218,913 32,465,048 26 12 8 1,755,951 1 8·10 
1922 .. 1,248,216 37,205,539 29 16 2 2,133,764 I 14 2 
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It · ·a t that since 1900 the increaSe has been continuous, the rate for 1922 
lSeVIen . di ·a···· being practically three times that of 1900. Tho accompanymg agram m 100~ 

the movemect more cle::arly. , 

Year ended 31st March 
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The loans outstanding, other than Government loa.n.s, at the end of the finn.noia.l 
year 1921-22 are shown below, claMified according to various mtes of interest and 
as to whether mised in New Zealand or .abroad :-

Rate of Interest: 
Per Cent.. I llalacd I In New Zealand. Raised Abrond. I Tot.o.l, 

£ 

I 
£ 

I 
£ nder 4 per cent. .. .. 8,221 .. 8,221 per cent. .. .. 2,759,809 2,759,809 

" .. .. 911,400 2,0s8:soo 
I 2,999,000 4~ " .. .. 90,000 

i 
1,027,500 1,117,500 3, 751 •. 884 1,923,350 i 5,670,234 " .. .. 

I I 
4i " .. .. 11,000 .. 11,000 4i " .. .. 311,340 

I 
166,250 477,590 6 

" . . .. 3,892,213 1,472,085 I 6,364,298 6i 121,500 ' " . . .. .. 
I 12!,600 5! " .. .. 4,999,072 II ,425 5,010,497 5! " .. .. 1,541,003 05,100 I I ,6:16, 10~ 5.~ " .. .. 10,000 .. 10,000 5i .. .. 348,260 I 348,260 " .. 6 

" .. .. 1,420,321 1,938,900 3,350,221 6l " .. .. 809,694 150·,000 959,604 7 
" .. .. 210,377 197,000 407,377 

Totals .. .. 2l_,_!!J~~094 9,070,UO _ _:JCJ,~~61J,264~-·, --~ . 

" 
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A further table is given. showing for each of the last twenty yea.rs the amount 
of the debt raised in New Zeahind and elsewhere, other than loa.na from the General 
Government. Columns are added showing the interest payable and the average rate 
of interest per cent. It will be noticed that the amount of outstanding loans shown 
to have been raised in New Zealand was only a sm11.ll percentage of the total at the 
end of the first of the twenty financial years shown, but increased gmdually at first, 
and rapidly later. till at the end of the year 1912-13 it was n~rly £3.000.000 in 
excess -of the amount raised abroad. During 1913-14, however, the New .Zealand 
amount decreased slightiy, while the loans raised abroad showed a large increase. 
From 1914-15 the proportion mised in New Zealand moUnted rapidly, until at the 
31st March, 1922, it repreijented 70 per cent. of the total . 

. INDEBTEDNESS AND }NTER&ST CHARGES, 

------

Financial YW. Hnlsed in Rnlsed Totnl I Avomge 
New Zealand. ' Abroad. Indebtedness. Jn~rest. Hate 

I per Cent. 

2,8~0.5961 £ £ I £ £ 
1902-3 5,336,600 8,217,196 1 409.238 4·91 
1903-4 3,369,410 5,529,500 8,898,910 439,879 4•94 
1904-5 3,479,642 5,638,600 10,018,242 487.146 4'86 
1905-6 5,250,551 5,467,500 10,718,051 515,188 4·81 
1906-7 6,145,548 5,470,500 II ,616,048 548,387 4•72 
1907-8 7,246,834 5,285,500 12,532,334 587,564 4·69 
1908-9 7,785,922 5,517,700 13,303,622 616,330 4•63 
1909-10 7,967,385 6,970,300 14,937,685 684,630 4·58 
1910-11 8,254,313 7,473,300 15,727,613 715,289 4·55 
1911-12 9,574,527 7,016,350 16,690,877 748,805 4·61 
1912-13 10,134,782 7,348,550 17,483,332 787,827 4·51 
1913-14 10,106,082 8,817,400 18,923,482 855,063 4•62 
1914-15 10,998,775 8,455,700 19,454,475 870,992 4•48 
1915-16 12,793,543 7,960,620 20,754,168 948,511 4•57 
1916-17 13,218,617 8,214,155 21,432,767 983,408 4•59 
1917-18 ... 14,096,187 8,164,350 22,260,537 1,034,272 4•64 
1918-19 14,749,763 7,923,940 22,673,712 1,048,999 4·63 
1919-20 16,854,725 7,753,579 . 24,608,295 1,137.0571 4·62 
1920-21 17,737,891 8,449,069 26,186,960 1,221,549 4'66 
1921-2'2 21,1!16,0941 9,070,110 :~o, 266. 2tl4 1,462,0:!9 4·83 

The average rate of interest showed a steady fall until 1914-15, since when it has 
risen considerably. · 

The total indebtedness at the end of 1921-22, excluding loans from the State 
Advances Office and the inscribed debt under the Government Loans to Local Bodie8 
Acts (the latter including stock exchanged for debentufes under the Roads and Bridges 
Construction Act), wa.s £30,266,204, as shown above. Against this were sinking 
funds amounting ta: £3,247,834, leaving the net indebtedness, other than to the 
State, £27,018,370. The annual charge for interest was £1,462,039, and for sinking 
fund £205,505. The net indebtedness to the State Advances Office was £4,097,095, 
representing loans originally amounting to £4,557,545. The instalmenta of principal 
and interest, on this amounted to an annual charge of £287,029. The section of this 
book dealing with State advances contains further information regarding State 
advances to local authorities. 

The estimated net indebtedness under the Government LoalUI to Loca 1 Bodiee Acta, 
including inscribed stock exchanged for debentures under the R00:da and Bridges Con
struction Act, 1882, was £1,328,174 at the end of the year. This debt is decroa8ing 
yearly, and wiU be extinguished in course of time. The amount out.t.andi~ ie 
repayable by annual instalments of £89,191. 
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RELATIVE GROWTH OF LOAN INDEBTEDNESS AND ASSETS. 

From a consideration of the tables given previously it is evident that. liabilities on 
account of loans have inCreased considerably during the last few years. No survey of 
the finances of local bodies is complete, however, fron:i this aspect alone. It is 
necessary to consider in what manner the loan-money has been expended, and the 
benefits that have accrued to the community therefrom. In the case of boroughs, 
which are responsible for approximately half the debt, it seems that an increasing 
tendency to engage in public-utility services of the social monopoly type has accom
panied their development. A progressive increase throughout the municipalities of 
the Dominion in SU('b assets as electrical works, gasworks, water-systems, tramways, 
recla.mations, and a multiplicity of similar undertakings is the outcome of loan-money 
raised. 

The table given below shows {a) for all local bodies, and (b) for boroughs only, the 
relative increase in the net indebtedness on account of loans, and in assets, during the 
last ten years. ·In the case of boroughs the amount of inscribed debt, which is not 
available for the earlier years of the table, has been omitted. The net liability under 
this heading amounted at the 31st March, 1922, to £507,306. 

Some indication of the character of .the assets included below is given in the table 
showing details of assets of boroughs on page 26. 

CoMPARATIVE TABLE sHOWING NET INDEBTEDNESS ON AccoUNT ol!' LoANs, AND AssETS,. 
DURING THE DECENNltTM 1913-22 •. 

' 
Year .All I.OI'.al Bodies. Boroughs only. 

ended 
31st Net Loan h>dox I ! Index Net Loan I Index I I Jnde1 March. Indebtedness •. No. Asset.. No. I Jndcbtcdne!IS. No. Assets. No. 

' I 

£ 
1000 121,72~.178 I 

£ £ 
1913 .. 19,458,004 1000 9,255,733 1000 ' 10,229,838 1000 
1914 .. 20,042,526 1030 24,888,273 1145 ' 10,234,148 1105 . 13,068,568 1277 
1915 .. 21,388,635 1099 26,149,182 1203 10,492,268 1133 13,900,549 1358 
1916 .. 22,732,452 1168 28,468,179 1310 i 11,406,126 1232 15,286,325 1494 
1917 .. 23,183,581 1191 29,946,457. 1378 I 11,831,780 1278 16,335,731 1597 
1918 .. 23,634,702 1214 29,263,695 1346 12,194,940 1317 16,584,774 1621 
1n.1 .. 24,321,413 1249 28,606,307 1312 12,275,657 1326 15,800,458 1544 
1920 .. 26,492,420 1361 31,940,487 1470 : 13,721,374 1482 118,176,050 1776 
1921 .. 28,138,025 1446 36,546,900 16821114,275,988 1542 119,682,278 1924 
1922 .. I 32,443,639 1667 41,521,136 1911 16,156,017 1745 22,302,836 218() 

I 

The index. numbers show the proportionate increases for each year over 1913, 

which is taken as the base year. Jt is evident that while the increru:Je in loans has been 
considerable, the growt? of assets has been greater still. In the case of boroughs, for 
example, 888ete have mcreased by over £12,000,000 during the decade, while tbr 
burden of debt shows an advance of slightly under' £7,000,000. 



ADVANCES TO SETTLERS. 

TnE Advances to Settlers Office WllJI established by an Act passed in 1894. An 
administrative officer called the Superintendent was appointed early in the following 
year, and a Board set up to advise and co-opera.te with the Superintendent. Advances 
can be granted only with the consent of the Board. 

The capital fund Was limited to £3,000,000, which was to ~e raised within two 
years after the passing of the Act at an annual rate of interest not higher than 
4 per cent. The first issue of £1,500,000 realized £94 Sa. 9d. per £100 stock. The 

.minimum advance was fixed at £26, and the maximum at £2,500 (now £3,500), 
repayable in thirty-six years and a half by half-yearly instalments of 3 per cent. on 

. the amount borrowed. 

The legislation has been amended at different times, and is now embodied in 
the State Advances Act, 1913, and its amendments. It authorizes the borrowing of 
moneys for ·the purpose of lending to settle~ workers, and local authorities. Each 
year there may be borrowed for advances to settlers £3,000,000, to workers £1,500,000, 
and to local authorities £1,000,000. 

Money is advanced to settlers On first mortgage of lands and improvements held 
under the following classes of tenure, free from all encumbrances, liens, and interests 
other than leasehold interests :-• 

(a.) (1.) Freehold land in fee.simple under the Land Transfer Act, 1915. 
(2.) Freehold land in fee-simple the title to which is registered under the 

Deeds Registration Act, 1908. 
(b.) Crown land on perpetual lease under the Land Act, i885. 
(c.) Crown land held under Part III or Part IV of the Land Act, 1892, or of the 

Land Act, 1908. 
(d.) Crown land held on lease aa a sma.ll grazing-nm under the Land Act, 1885,. 

the Land Act, 1892, or the Land Act, 1908. · 

(e.) Crown land held on agrfcultural lease under the Mining Act, 1891. 

(j.) Crown land held on lease· (not being for mining purposes) under the Westland 
and Nelson Coalfields Administration Act, 1877. 

Ci-) Native land held on lease under the West Coast Settlement Reserves Act,l881,. 
or under the West Coast Settlement Reserves Act, 1892. 

(h.) Land held on lease under the Westland and Nelson Native Reserves Act, 1887. 
{i.) Lnnd he.ld under the Thermal Springs Districts Act, 1881, or the Thermal 

Springs Districts Act, 1908. 
(j.) Educational and other reserves held under leases administered by the Land 

Boards. 
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(k.) Crown land held by license on the deferred.payment system under Part III 
of the Land Act, 1885. 

(I.) Land held under lease from a leasing authorit~ as d~fi?ed by the Public 
Bodies' Leasing·powers Act, 1908, or the. Pubb_c Bod1es Leases Act? 1008, 
and providing for the payment by the mconung tenant of valuation for 
improvements made upon the land. 

(m.) Land held under lease from a Maori Land Board under the Maori Land 
Settlement Act, 1905. 

(n.) Crown lands held on lea:~e for agricultural purposP.s under the Mining Districts 
Land Ocoupation Act, 1894, or Part VIII of the Land Act, 1908. 

(o.) Crown lands held on license for residence·sites under the 1tfining Act, 1891, 
or the Mining Act, 1905. 

(p.) Crown lands held on lease under seption 45, Part III, of the 1\Iining Act, 1898, 
and section 45, Part III, of the Mining Act, 1908. 

(q.) Maori lands which have been transferred in trust for leasing to and are held 
under leases from a Maori Land Board under the powers contained in the 
Maori Lands Administration Act, 1900, and its amendments. 

(r.) Land held under certain clMses of left.Cie granted by a. ~orough. Coun_cil under 
. the Municipal Corporations Act, 1908, or the Muruc1pal Corporations Ac~ 

1920. 
(a.) Land held under certain leases granted by the Wanganui River Trust. 

(1.) Land held under lease granted by a leasing authority as defined by the Public. 
Bodies' Leases Act, 1908, in any case where the lease iA for any term not less 
than fourteen years, with a. recurrent right of renewal for further terms of not 
less than fourteen years. 

(u.) CrmVn land or settJement land held on lease or license under section 4.· 
Discharged Soldiers Settlement Act, 1915. 

( IJ,) Crown land held on lease or licP.nse for pa.stora] purposes under Part VI Clf the 
Land Act, 1892, or Part VI of the Land Act, 1908. 

Loans can be granted only on the instalment system and for periods not 
exceeding thirty.six and a half years-

(a.) On all freeholds, up to ihree-fourtha of the value of the security: 
(b.) On leaseholds, up to three-fourths of the value of the lessee's interest in the 

lease. · 

Where an advance is required for the purpose of erecting a building, the amount 
of the loan granted by the Board may be advanced in progress-payments from ttme 
to time as the erection of the building proceeds. An inspection and report must be 
made by an officer of the Valuation Department prior to payment of any progress
pa.yment on account of the loan, and for each such inspection a fee of 15a. is payable 
by the applicant. 

No loan of less than £25 or more than. £3,500 can be granted. Applications for 
loans not exceeding £500 shall have priority over applications for larger sums. If the 
applicant haa already obtained any advance under the Act and is desirous of obtaining 
a furth~r advance, the amount of the application, added to the amount of the advances 
already obtained, must not exceed £3,500. The property which the applicant offers 
aa security for the loan must consist of one or more holdings of the several classes of 
tenure me?tioned previously, and must, of course, be of the necessary value; and, if the 
property 18 leasehold, all the covenants and conditions of the lease, including the 
payment of rent, must have been regularly complied with. • 

All applications must be accompanied by a valuation fee according to the 
following scale :-

Not exceeding £100 • . . . 
Exceeding £100 but not. exceeding £250 

,. £250 ,, £500 
•• £500 " £3,500 

£ •. d. 
0 15 0 
1 II 6 
2 2 0 
2 12 6 
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Mortgages are repayable by half-yearly payments of principal and interest com
bined. They may also be wholly repaid at any time. Interest is charged at the rate 
of 6 per cent., reducible to 4! per cent., save on advances authorized for the purpo~e 
of repaying mortgages, in which case the rate is 6 per cent., reducible to 5l per cent., 
provided that in each case payment 'is ma.de not later than fourteen days after due 
date and no arrears in respect of instalments or other payments under the mortgage 
remain out:standing. 

The folloWing tables show, taking a loan of £100 aa an instance, how much of each 
instalment is applied to repaying the principal, and how much is in payment of interest, 
They show also the amount of rebate in respect of each instalment and the balance of 
principal remaining due after payment of the respective instalments until the loan is 
entirely repaid. 

T~BLE OF PRESCRIBED HALF· YEARLY INSTALMENTs roa EVERY ONE HUNDRED PouNDS 

OF THE LOAN AT 5 PER CENT. 

~portlqned thlll:l :1 .. 
!Apportioned thuo:l 

.. 
I 

d 2 .Q 

Hatt- On ~~ &lance Half· ~-£ 1 
Balance 

~ yearly 
Account On I 

...>i: of " 
yearlf. On .;e of 

d Instal· "" Principal • lnsta. Account On I =-" Principal 

~ ment. of Account .:I,!! owiug. ;; ment of Account .:l,s owing. Interest· of 
~:a ~I 

· lntcre't of 8:a at 6 Principal I 
I 

nt 5 Prlnclpali : = per Cent. I - per Cent. -
Thirly-8ix.a1UJ.a.luzlf-yeaTIJ Term. 

£ 8. d. £ a. d. £ 8. d. 8. d. f .. d. ' £ s. d. £ s. d. £ s. d. s. d. £ s. d~ 
1 3 0 0 210 0 010 0 5 0 99 10 0 38 3 0 0 1 15 1 1 ' 11 3 6 68 17 7 
2 3 0 0 2 9 9 0 10 3 5 0 98 19 9 39 3 0 0 1 " 5 1 5 7 3 5 67 12 0 
s s 0 0 2 9 6 0 10 6 ' 11 98 9 3 40 s 0 0 1 13 10 1. 6 2 s 5 •• 510 

' 3 0 0 2 9 3 0 10 9 ·1 11 97 18 6 " 3 0 0 1 IS 2 1 610 3 ' .. 19 0 
6 3 0 0 2 9 0 011 0 ' 11 97 7 6 .. 3 0 0 1 12 6 1 7 6 3 3 63 11 e 
6 s 0 0 2 8 8 011 • ' 10 96 16 2 48 3 0 0 111 9 1 8 s 3 2 62 s 8 
7 3 0 0 2 8 5 011 7 ' 10 96 ' 7 " 3 0 0 1 11 1 1 811 3 1 6014 • 8 3 0 0 2 8 1 0 11 11 • 10 95 12 8 45 s 0 0 1 10 4 1 9 8 3 0 59 ' 8 
9 3 0 0 2 7 10 0 12 2 • 0 95 0 6 46 s 0 0 1 9 7 1 10 5 211 67 14 3 

10 3 0 0 2 7. 6 012 6 4 0 94 8 0 47 s 0 0 1 8 10 111 2 211 66 s 1 
11 3 0 0 2 7 2 0 12 10 4 0 93 16 2 48 s 0 0 1 8 I 1 11 11 210 54 11 2 
12 3 0 0 2 611 0 13 1 4 8 03 2 1 40 s 0 0 1 7 3 1 12 0 2 9 52 18 5. 
13 3 0 0 2 6 7 0 13 5 4 8 02 8 8 50 3 0 0 .1 6 6 1 13 6 2 8 61 4 11 
14 3 0 0 2 6 3 0 18 9 ' 7 91 H 11 61 s 0 0 1 5 8 114 4 2 7 49 10 7 
15 3 0 0 2 5 10 014 2 ' 7 91 0 9 62 3 0 0 1 ' 9 1 16 8 2 • 47 15 • 16 3 0 0 2 5 6 014 6 ' 7 90 • 3 53 3 0 0 1 811 1 16 1 2 5 45 19 3 
17 s 0 0 2 5 2 0 14 10 ' 6 89 11 5 .. 3 0 0 1 3 0 1 17 0 2 ' " 2 8 
18 3 0 0 2 • 9 015 3 ' • 88 16 2 55 3 0 0 1 • I 1 17 11 2 2 .. • • 19 3 0 0 2 • ' 0 15 7 ' 5 88 0 7 56 3 0 0 1 1 1 1 18 11 2 1 40 5 5 
20 3 0 0 2 ' 0 0 16 0 ' 6" 87 4 7 57 3 0 0 1 0 2 1 tO 10 2 0 38 6 7 
21 3 0 0 2 3 7 0 16 5 ' 4 86 8 • 58 3 0 0 0 10 2 2 0 10 1 11 36 4 0 
22 s 0 0 2 3 2 0 16 10 • ' 85 11 4 59 3 0 0 0 18 1 2 1 11 1 10 .. 2 10 
28 3 0 0 2 2 0 017 3 4 s 84 14 1 60 3 0 0 017 1 2 211 1 8 31 19 11 ... • 0 0 2 9- 4 0 17 8 4 3 83 16 6 61 3 0 0 0 16 0 2 4 0 1 7 29 15 11 
25 3 0 0 2 11 0 18 1 4 2 82 18 4 62 3 0 0 0 14 11 2 5 1 1 6 27 10 10 
26 3 0 0 2 1 • 0 18 6 4 2 81 19 10' 63 3 0 0 013 0 2 6 3 1 ' 25 ' 7 
27 s 0 0 2 1 0 0 10 0 4 1 81 0 10 .. 3 0 0 0 12 7 2 7 6 1 3 22 17 2 
28 3 0 0 2 0 6 0 10 6 ' I 80 1 ' 65 3 0 0 0 11 5 2 8 7 1 2 20 8 7 
20 3 0 0 2 0 0 1 0 0 ' 0 70 1 ' •• 3 0 0 0 10 3 2 0 0 1 0 17 18 10 
30 3 0 0 1 10 6 1 0 6 8, 11 78 0 10 67 .3 0 0 0 9 0 211 0 011 10 710 
31 3 .0 0 1 10 0 1 1 0 311 76 19 10 Oil 3 0 0 0 7 8 2 12 4 0 0 12 16 e 
32 3 0 0 1 18 6 1 1 " 3 10 75 18 I 60 3 0 0 0 6 5 2 13 7 0 8 10 Ill 
83 3 0 0 1 18 0 1 2 0 3 10 74 16 ' 70 3 0 r 5 I 2 u 11 0 6 7 7 0 
34 3 0 0 1 17 • 1 2 7 3 9 73 13 0 71 3 0 0 0 3 8 2 16 ' 0 ' 410 • 35 3 0 0 1 16 10 1 3 2 3 8 72 10 7 72 3 0 0 0 2 4 217 8 0 3 1 13 0 
so s 0 0 1 16 3 1 3 9 3 7 71 6 10 73 1131010 010 1 13 0 0 1 
87 3 0 0 1 15 8 ~ • ' 3 7 70 2 6 
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TABLE OF PRESCRIBED HA.LF-YEARLY INSTALMENTS FOR EVERY 0:SE HUNDRED POUNDS 

OF THE LOAN AT 5 PER CENT.-continued. 

Apportioned thUs: 

Half· 
..; yearly 
~ Instal
~ mcnt. 

On 
Account On 

of 'Account 
Interest 1 of 

~ 

'I~ 2 3 
3 3 
4 3 
5 3 
6 3 
7 8 
8 8 
9 3 

10 s 
11 8 
12 3 
13 3 
u 8 
15 3 

'" 3 17 3 
18 8 
19 3 
20 3 
21 3 
22 8 
28 3 
24 3 
25 8 
26 3 
27 3 
28 3 
20 3 
80 3 

ut 6 :Prluclpul 
per Cent.1 

s. d. £ s. d. £ s. d. s. d. 
482100014850 
482970151411 
482920156411 
4 8 2 810 01510 411 
4 8 2 8 5 0 16 3 4 10 
4 8 2 8 0 0 16 8 4 10 
4 8 2 7 7 0 17 1 4 9 
4 s 2 7 2 0 17 6 4 9 
4 B 2 6 9 0 17 11 4 8 
48264018448 
4 8 2 5 10 0 18 10 4 7 
4 8 2 5 4 0 19 4 4 6 
4 8 2 4 11 .() 19 9 4 6 
4824510345 
48231110945 
482341144·1 
482210111043 
4822312543 
48219121142 
4821213641 
4820714141 
4820014840 
4 8 1 19 4 1 5 4 3 11 
4811891511310 
481181167310 
48117517339 
4 8 1 16 9 1 7 11 3 8 
4 8 1 16 0 1 8 8 3 7 
48115419436 
481147110135 

1 3 19 8 2 10 0 1 9 8 5 0 
2 • 19 8 2 9 3 1 10 5 4 11 
3 3 19 8 2 8 6 1 11 2 4 10 
4 a 19 8 2 7 9 1 11 11 4 9 
5 3 19 8 2 611 1 12 9 ' 8 
6 3 19 8 2 6 1 1 13 7 4 7 
7 • 19 8 2 5 3 114 5 4 6 
8 3 19 8 2 '4 5 1 16 3 4 5 9 3 19 8 2 3 6 1 16 2 • 4 0 3 19 8 2 2 7 1 17 1 4 3 

11 3 19 8 2 1 8 1 18 0 4 2 
12 3 19 8 2 0 9 1 18 11 4 1 13 3 19 8 1 19 9 1 19 11 4 0 
14 3 19 8 1 18 .9 2 011 3 10 
15 319 8 1 17 9 2 1 11 3 9 
16 3 19 8 1 16 8 2 3 0 3 8 
17 3 19 8 1 15 7 2 4 1 3 7 
18 3 19 8 1 14 6 2 6 2 3 5 
19 3 19 8 1 13 5 2 6 3 3 4 
20 3 19 8 1 12 3 2 7 5 • 3 

1 

Balance 
or 

1 Principal I owing. 

Hnlf
... yenrlr 
.:= Insta -
~ mcnt. 

..:. 
I, ~ 

Apportioned thus: " .5 
-:--,---·r :§:..; 

On . ~ 
AccoWlt On ~ l: 

of Account 0.:; 
Interest of "'" 

at 5 l'rlnclpal ~ '0 
per Cent. -

Thirty-years Term. 

.£ 8. d. 
99 5 4 
98 10 3 
97 u 9 
96 18 11 
96 2 8 
95 6 0 
9-1 8 11 
93 11 5 
92 13 6 
91 15 2 
90 16 4 
80 17 0 
88 17 3 
87 17 0 
86 16 3 
85 H 11 
8-1 13 1 
83 10 8 
82 7 9 
81 4 3 
80 0 2 
78 15 6 
77 10 2 
76 4 3 
74 17 8 
73 10 6 
72 2 6 
70 13 10 
69 4 6 
67 14 6 

31 
32 
33 

"' 35 
36 
37 
38 
30 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
64 
55 
56 
57 
58 
59 
60 

.£ s. d. £ s. d. £ s. d. e. d. 
3 4 81131011010 3 5 
3481131111734 
3481123112533 
a 4 a 1 11 s 1 La a a 2 
348lt071H131 
34S1991Hll30 
3 4 8 1 8 11 1 15 9 2 11 
3 4 8 1 8 0 1 16 8 2 10 
3 4 B 1 7 1 l 17 7 2 8 
348162118627 
3 4 8 1 5 2 1 19 6 2 6 
34814220625 
34813221624 
34812222623 
34811123721 
3-1810024820 
3 4 8 0 18 10 2 5 10 1 11 
3 -1 8 0 17 9 2 6 11 1 9 
348016728118 
348015429416 
34801-1-1210715 
3 .. 8 0 12 10 2 11 10 1 3 
3 4 8 0 11 7 2 13 1 1 2 
3-180103214.510 
3 4 8 0 8 10 2 15 10 0 11 
3 4 8 0 7 6 2 17 2 0 9 
348060218807 
34804730105 
34803131704 
34801633202 

Twenty-years Term. 

98 10 4 21 3 19 8 
96 19 11 22 3 19 8 
05 8 9 23 3 19 8 
93 16 10 24 3 19 8 
92 4 1 25 3 19 8 
90 10 6 26 3 19 8 
~8 16 1 27 3 19 8 
87 0 10 28 3 19 8 
86 4 8 29 3 19 8 
83 7 7 30 3 19 8 
81 9 7 31 3 19 R 
79 10 8 32 3 19 8 
77 10 9 33 3 10 8 
75 910 34 3 19 8 
73 711 35 3 19 8 
71 • 11 36 3 19 8 
69 0 10 37 3 19 8 
66 15 8 38 3 19 8 
64 9 5 39 3 19 8 
62 2 0 40 3 19 8 

1 11 1 2 8 7 3 1 
1 9 10 2 9 10 3 0 
1 8 7 2 11 1 2 10 
1 7 4 2 12 4 2 9 
1 6 0 2 13 8 2 7 
1 4 8 2 15 0 2 6 
1 3 3 2 16 5 2 4 
1 1 10 2 17 10 2 2 
1 0 5 2 10 3 2 0 
0 18 11 3 0 1 11 
017 5 3 2 3 1 9 
0 15 11 3 3 9 1 7 
014 3 3 •• 5 1 5 
0 12 8 8 7 0 1 3 on 0 3 8 8 1 1 0 0 3 310 6 ou 0 7 6 3 12 2 0 9 0 5 8 314 0 0 7 0 3 10 3 15 10 0 5 0 1 u • 17 0 0 2 

! 
, Balance 
: of 
1 Principal 
i owtng. 

I 

£ ~. d • 
66 3 . 7 
64 12 0 
62 19 7 
61 6 4 
59 12 3 
57 17 4 
56 1 7 
5-I 4 11 
52 7 4 
50 8 10 
48 9 4 
46 8 10 
H 7 4 
-12 4 10 
40 1 3 
37 16 7 

.as 10 o 
33 3 10 
30 15 9 
28 6 5 
25 15 10 
23 4 0 
20 10 11 
17 16 6 
15 0 8 
12 3 6 
9 4 10 
6 4 9 
3 3 2 

59 13 5 
57 3 7 
54 12 6 
52 0 2 
49 6 6 
46 11 6 
43 15 1 
4-0 17 • 37 18 9 
34 17 3 
31 16 9 
28 11 3 
25 5 10 
21 18 10 
18 10 2 
H 19 9 
11 7 7 

7 13 7 
3 17 9 
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T.4.BLE OF-PRESCRIBED HALF-YEARLY INSTALMENTS FOR EVERY ONE HUNDRED POUNDS 
OF THE LOAN AT 6 PER CENT. 

I 0 

Apportioned thus: .! 
Halt- ~~ On 

ii l.""''r. Account On 
.,e 

nsta · co 
of Account a:s ... ment. Interest of 

:i: ·-
~ ' at 6 Principal l(o 

I per Cent. -
• ~-d. < s. d. £ •. d s. d. 

1 3 12 3 3 0 0 0 12 3 5 0 
2 3 12 3 2 19 7 0 12 8 5 0 
3 3 12 3 2 19 3 0 13 0 ' 11 

' 3 12 3 2 18 10 0 13 5 4 11 
5 3 12 3 2 18 5 0 "13 10 ' 10 
6 3 12 3 2 18 0 014 3 4 10 
7 3 12 3 2 17 7 014 8 ' 10 
8 3 12 3 2 17 2 015 1 4 9 
9 3 12 3 2 16 9 0 15 6 4 9 

10 3 12 3 2 16 3 0 16 0 4 8 
11 3 12 3 2 15 • 0 16 6 4 8 
12 3 12 3 2 15 3 0 17 0 4 7 
13 3 12 3 214 9 0 17 6 ' 7 
14 s 12 3 214 3 0 18 0 4 6 
15 3 12 3 2 J3 8 0 18 7 4. 6 
16 3 12 3 2 13 2 0 19 I 4 • 17 s 12 3 2 12 7 0 19 8 ' 5 
18 3 12 3 2 12 0 I 0 3 4 4 
19 3 12 s 211 ' I 011 4 3 
20 3 12 3 2 10 • 1 1 6 4 s 
21 3 12 3 2 10 I 1 2 2 • 2 
22 3 l2 3 2 • 5 I 2 10 4 I 
23 8 12 8 2 8 • I 3 6 ' I 
24 3 12 8 2 8 0 I 4 3 4 0 
25 8 12 3 2 7 4 1 4 11 311 
26 3 I~ 3 2 6 7 I 5 8 311 
27 s 12 3 2 5 10 1 6 5 8 10 
28 3 12 3 2 5 0 I 7 3 3 0 
29 3 12 3 2 ' 2 1 8 I 3 8 
30 3 12 3 2 3 ' I 811 3 7 

1 4 6 6 3 0 0 1 6 6 5 0 
2 4 6 6, 2 19 2 I 7 ' • 11 
3 4 6 .6· 2 18 ' I 8 2 ' 10 • 4 6 6 1 2 17 6 I • 0 4 10 
5 4 6 6 2 16 8 1 • 10 4 • 6 4 6 6 2 15 • 110 • 4 8 
7 ' 6 621410 I 11 8 4 7 
8 ' 6 621310 I 12 8 4 6 • 4 6 6 2 12 11 .1 13 7 4 • lo 4 6 621110 114 8 4 4 

1] 4 6 6 2 10 10 1 15 8 4 3 
12 4 6 6' 2 0 10 I 16 8 4 2 
13 4 6 6 2 8 8 1 17 10 • I 
14 4 6 6 2 7 6 I 19 0 4 0 

.15 4 6 6 2 6 4 2 0 2 310 
16 4 6 6 2 5 2 2 I 4 8 • 17 4 6 6 2 311 2 2 7 3 8 
18 4 6 6 2 2 8 2 • 10 8 7 
19 4 6 6 2 1 ' 2 6 2 3 5 
2() • 6 6 2 0 0 2 6 .6 3 4 

Apportioned tbus: 

·nalance Hnlf- Ou of ..; yenrly Account1 On PrJndpal g 1nstl•l· 
of I Aooouut owing. ... mcnt . [oterest of ..:. 

d at 6 Principal 

"' I per Cent. 

Thirty-year~ Term. 
£ 1J. d. £ s. d. £ II, d. £ II, d. 

•• 7 • 31 3 12 3 2 2 6 1 • • 98 15 1 32 3 12 3 2 1 7 1 10 8 
OS 2 1 33 s· 12 3 2 0 8 1 11 7 
91 8 8 34 3 12 3 1 19 • 1 12 6 
96 u 10 35 3 12 3 1 18 9 1 13 6 
06 0 7 •• 3 12 3 1 17 9 1 14 6 
95 5 11 37 3 12 3 1 16 8 1 15 7 
04 10 10 38 3 12 3 1 15 8 1 16 7 
{13 15 4 39 3 12 3 I 14 6 1 17 • 92 10 4 40 3 12 3 1 13 5 1 18 10 
92 210 " 3 12 3 I 12 3 2 0 0 
91 5 10 42 3 12 3 Ill 0 2 I 3 
on 8 4 43 3 12 s I • 10 2 2 5 
89 10 • 44 3 12 3 I 8 6 2 3 9 
8811 9 45 3 12 3 I 7 3 2 5 0 
R7 12 8 46 3 12 3 1 • 10 2 6 5 
86 13 0 47 3 12 3 1 4 6 2 7 • 85 12 • 48 3 12 3 1 3 0 2 • 3 
8-1 11 10 40 3 12 3 I I 7 2 10 8 
83 10 4 50 3 12 3 1 0 I 2 12 2 
82 8 2 51 3 12 ~ 0 18 6 2 13 • 81 5 ' 52 3 12 0 16 10 2 15 5 
80 I 10 58 3 12 3 0 15 2 2 17 I 
78 17 7 54 3 12 3 0 13 6 2 18 • 77 12 8 55 3 12 3 Oil 9 3 0 6 
76 7 0 56 3 12 3 0 911 8 2 ' 75 0 7 57 3 12 3 0 8 I 3 ' 2 
73 13 ' 58 3 12 3 0 6 I 3 6 2 
72 5 • 59 3 12 3 0 4 2 3 8 I 
iO 16 • 60 3 12 3 0 2 I 3 10 2 

Twenty.yeara Term. 
98 13 6 I 21 • 6 6 I 18 7 2 711 
97 6 2 I 22 4 6 6 I 17 2 2 • • 
95 18 0 I 23 4 6 6 1 15 8 2 10 10 ., • 0 24 • 6 6 I 14 2 2 12 4 
92 19 2 25 4 6 6 1 12 7 2 13 11 
91 8 5 26 4 6 6 1 ll 0 2 15 6 
89 16 • 27 4 6 6 I • 4 2 17 2 
88 4 I 28 4 6 6 I 7 7 2 18 11 
86 10' 6 20 4 6 6 I 5 10 3 0 8 
84 15 10 so 4 6 6 I 4 0 s 2 6 
83 0 2 31 • 6 6 I 2 I 3 ' • 
81 8 6 32 4 6 6 I 0 2 3 6 • 
79 5 8 33 4 6 6 0 18 2 3 8 • 
77 6 8 34 4 6 6 0 16 2 3 10 • 
75 6 6 35 4 6 6 014 I • 12 • 
73 6 2 36 4 6 6 0 11 11 s 14 7 
71 2 7 37 4 6 6 0 • 7 3 16 11 
68 18 • 38 4 6 6 0 7 • 3 19 2 
66 13 7 39 4 6 6 0 5 0 4 I 6 
64 7 1 40 4 6 6 0 2 6 4 ' 0 

;; 
• " 0 

~~ .,e 
o;; 
~.9 ·-~0 -
s. d. 
3 7 
3 6 
3 5 
3 4 
3 3 
3 1! 
3 1 
3 0 
211 
2 9 
2 8 
2 7 
2 6 
2 5 
2 s 
2 2 
2 I 
I 11 
I 10 
I 8 
I 7 
I 5 
I 3 
1 2 
I 0 

• 10 I 0 8 
0 6 
0 4 
0 2 

3 3 
3 I 
3 0 
2 10 
2 • 2 7 
2 • 2 4 
2 2 
2 0 
I 10 
1 8 
I 6 
I • 1 2 
1 0 
0 10 
0 7 
0 • 0 3 

Balance 
of 

Principal 
owing . 

£ 8. do 
•• 6 7 
67 15 11 
66 ' ' 64 11 10 
62 18 4 
61 3 10 
50 8 3 
67 11 8 
55 13 11 
58 15 1 
51 15 I 
49 13 tO 
47 11 5 
45 7 8 
43 2 8 
40 16 s 
88 8 6 
35 19 s 
33 8 7 
30 16 5 
28 2 8 
25 7 3 
22 10 2 
19 11 • 16 10 11 
13 8 7 
10 4 5 
6 18 3 
310 • 

61 19 
59 • 1 

2 
0 
0 
8 • • I 

56 19 
54 6 
51 12 
48 17 
46 0 
43 I 
40 0 
36 18 
33 13 
so 7 
26 18 1 

2 
6 
0 
7 
3 
1 
7 
2 
7 
8 
e 
0 

23 8 
19 16 
16 I 
12 4 
8 6 
4 4 .. 

The mortgagor may at any time repay the whole balance of principal owing with 
interest to date of payment, and obtain a discharge of the mortgage on payment of the 
fee prescribed for such discharge. 

The mortgagor may also from time to time pay, in addition to the half-yearly 
payments, sums of £5 or a multiple of £5, which, at the next instalment due date, may 
be applied in one of the following methods, according as he directs:-

(a.) In payment of the ha1f.yearly instalment8 (consisting pa.rtly of interest and 
partly of principal) as they fall due, until the deposit is exho.UBtell ; or, 
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(b.) In payment of as many future half.yearly instalment& of principal (but not of 
interest) as it will cover, and, as far o.s such instalments are concerned, the 
corresponding interest will not be cha·rJ!:ed. On the next half-yearly date, ~ 
however, the mortgagor will be required to continue his payments as before, 
the advance pavment having the effect of reducing the period during which 
he would have ~to pay such instalments. For instance, a mortgagor has a 
loan of £100 for a term of 36i years. On the due date of his eighth half
yearly instalment he pays, in actdition to the amount due, a sum of :£.1). This 
is applied in payment of his ninth, tenth, eleventh, twfllftb, thirteenth. 
fourteenth, and fifteenth instalments of principal-12s. 2d., 12s. 6d., 
12s. !Od., 13s. !d., 13s. 5d., 13s. 9<1., 14s. 2d , making a total of £4 lis. lid.; 
and the corresponding interest--£2 7s. IOd., £2 7s. 6d., £2 7s. 2d., £2 6s. lid., 
£2 6s. 7d., £2 6s. 3d., £2 5s. IOd. (which has not begun to acorue)-is not 
charged. A balance of Ss. I d. remains in his favour. Then on the next due 
date he has to make the half.yearly payment aa usual (less Sa. ld.), but, 
inatcad of being the ninth, it counts a.q the Rixt.eenth instalment, and by this 
means the whole loan is repaid three and a ha.lf years earlier than it otherwise 
would be. 

On the due date of any instalment, after at least one·tenth of th& loan has been 
repaid by means of the h.alf·yearly instalments or of moneys repaid in advance, or 
both, the mortgagor (provided he is not in arrear with any instalment or other payment 
due under the mortgage) may, with the consent of the Superintendent, readjust the 
loan by treating the balance of principal then unpaid, if not less than £100, a.s a fresh 
loan-duly granted on that date for a fresh term. Under this arrangement the mort
gagor will be relieved of paying interest on the original amount of the loan, and will pay 
only on the balance of principal owing. 

Following is the scale of fees payable for preparation of mortgages :-

Mortgages under the Land Tra118ftr Act, 1915. 
Law-costs of perusing title, preparing, completing, and registering 

be deductad from the advance):-
If advance be not exceeding £250 
Exceeding £250 but not exceeding £500 

" £500 £750 
, £750 " £1,000 
, £1,000 £1,500 
" £1.500 £2,000 

£2,000 " £3,500 

mortgage {to 

£ s. d. 
0 7 6 
0 10 0 
0 15 0 
I I 0 
I 6 0 
I 11 6 
I 17 6 

With cash disbursements, which are the same in every case, namely :-
Mortgage forms • .. .. .. .. .. .. 0 2 0 
Search fee (with an additional2s. for every certificate of title after 

the first) .. .. .. 0 2 0 
Registration (with an additional 2s. for every certificate of ·title aft~~ 

the first) 0 10 0 

1Jfortgagea -under the Deeda Regi8~ration Act, 1908. 
La.w-costs of perusing title. preparing. completing. and registering 

be deducted from the advance):- · 
If advance be not exceeding £160 .. 
Exceeding £150 but not exceeding £250 .. 

" £250 ,. £000 •• 
" £!)00 " £750 ; • 
" £750 £1,000 

£1,000 .. £1,500 .. £1,500 .. £2,000 .. £2,000 £3,500 
With cash disbursements :- , 

Mortgage form . • . • 
Fee chargeable by solicitor not residing in 

employing agent to register mortgage 
registration centre 

mortgage (to 

£ s. d 
0 18 0 
I 0 6 
I 5 0 
I 13 0 
2 3 0 
2 13 0 
3 13 0 
4 13 0 

0 I 0 
for 

0 5 0 Fee for partial or total discharge of mortgage •. 0 5 0 
Fee for executi~n of co~nt by the Superiritendent to any. docume~i 0 5 0 
Fee for productton of tltle-dee?s held by the Superintendent •• 0 5 0 
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ADv A...~cEs TO SETTLERS oN STocx L"'D FARM Lm>LEMENrs. 

Advances may also be made on the security of stock and farm implements. Every 
advance shall be secured by a mortgage of land or chattels either with or without anv 
col1ateral security to be approved by the Board of the Office. Not more than £500 
may be advanced to any one borrower, the term of the loan not to exceed five years. 

The principal moneys comprised in any advance are repayable by instalments as 
follows:-

(a.) 10 per cent. at the end of the first year. 
(b.) 15 , second year. 
(c.) 20 , .third year. 
(d.) 25 fourth year. 
(e.) 30 , ., fifth year. 

Interest on the amount of the loan for the time being outstanding shall be payable 
at the rate of 7 per cent. per annum, reducible to 6! per cent. per a_nnum provided that 
the half-yearly instalments of principal and interest are paid within fourteen days of due 
date. 

Every application must be accompanied by a valuation fee according to the 
following scale :-

£ s. d. 
On application for loan not exceeding £250 . . • . 2 2 0 
On application for loan exceeding £250 bnt not exceeding 

£500 2 12 6 

The fees for searching Chattels Register-book, and of preparing, completing, and 
registering instrument by way of security (exclusive of cas~ disbursements), are-

For advance not exceedine £250 
For advance exceeding £250 

£ •. d. 
I I 0 
I 17 6 

STATISTICAL. 

From the inception of the scheme of advances to settlers in 1894, applications 
have been received to the number of 74,872 for loans totalling £33,157,298. The 
Advances Board authorized loans of £22,197,865 to 66,892 applicants. the total actunl 
payments to 31st March, 1923, being £21,576,915, of which £13,319,519 baa been 
repaid in respect of principal. leaving £8,157,396 still outstanding. A table is given 
showing the business to date and for each of the last ten years. 

ADVANCES TO SETTLERS, 1913-14 TO 1922-23. 

Appllcatlons received. Loans authorized. ·I ! 
Year ended Slat I Amount 

I 
Amount 

March. Number., Amount. Number.! Amount. I 
advanced. repa.ld. 

I 

' £ £ £ £ 
1914 ' 3,604 1,400,248 2,390 878,855 978,395 710,590 .. .. 

I 
1915 .. .. 3,870 1,82~,265 2,100 749,04G 1,136,475 754,810 
1916 ... .. I 2,507 982,800 2,022 746,630 814,555 713,177 
1917 .. .. I 1,619 6fi0,975 1,412 515,270 589,975 643,751 
1918 I 1,228 511,532 984 353,465 367,160 501,009 .. .. 
1919 .. .. 1,326 579,022 986 363,875 350,140 529,023 
1920 .. .. 2,841 1 ,520,128 2,219 1,031,855 808,180 1,118,486 
1921 .. .. 

i 

2,505 1,661,974 2,085 I,W7,430 1,060,260 1,065,003 
1922 .. .. 2,197 1,321,480 1,524 773,375 805,975 552,269 
1923 .. .. 3,678 2,649,669 2,140 1,209,035 945,900 611,480 

Totals to 31st March, 74,872 ~33,157 ,298 
1923 ; 

56,892 j22,197,865 ;21,576,915 13,319,519 
, 1 I 

Not all the advances to settlers are made by the Advances to Settlers Branch 
of the State Advances Office. Part of the business shown in the above table rela.tes 
to the Public Debt Sinking Funda Branch and tho Advances Office Sinking •'and 
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Branch. The advances to settlers authorized by the three branches during 1922-2~ 
are as follows :- Ad \"BDCea authorized. 

llrancb. 

Advances to Settlers. 
Public Debt Sinking Funds 
Advances Office Sinking Fund 

Totals 

Number· 

1,580 
392 
168 

2,140 

Amount. 
£ 

827,750 
271,255 
ll0,030 

£1,209,035 

The advances authorized in each provincial district during the year, and tho 
total to 31st March, 1923, are next shown. 

Provincial District. 

Auckland 
Taranaki 
Hawke's Bay 
Wellington 
Marlborough 
Nelson 
Westland 
Cauter bury 

·Otago-
Otago portion 
Southland portion 

Totals 

Advances authorized, 
11122-23. 

Number. Amoun~. 

772 
126 
163 
589 I 

~~ ! 
17 

256 

62 
82 

2,140 

£ 
421,910 
78,730 
87,250 

351,815 
21,705 
14,915 
7,325 

141,240 

31,285 
52,860 

1,209,035 

Total AdvanceR authorized 
to Slst March, 1923. 

Number. Amount. 

£ 
19,361 7,066,493 
5,681 2,675,414 
3,020 1,138,215 

13,603 5,681,858 
1,389 592,635 
1,018 328,815 

992 271,865 
5,650 2,058,450 

2,775 1,094,720 
3,403 1 ,289,40(} 

56,892 22,197,865 

Dealing now only with the operations of the Advances tO Settlen Branch, 
it is seen that during the year 1922-23 the advances authorized numbered 1,580, 
representing a total amount of £827,750. The number of borrowers and the sums 
actually advanced during the year, classified according to amount, were-

Category. 

Not exceeding £500 
Exceeding £500 but not exceeding £1,000 

., £1,000 •• £2,000 

Totals 

Number 
or Advances. 

593 
494 
35 

1,122 

Amount 
advanced. 

£ 
205,575 
327,080 
47,655 

£580,310 
The nature of the security upon which these advances were made was a.a 

follcwo :-

Freehold 
Leasehold 

Security. 

Freehold and leasehold combined 

Totals 

Number 
ttf Advances. 

845 
266 

11 

1,122 

Amount 
advp.nced. 

£ 
430,775 
142,055 

7,480 

The advances outstanding, classified according to amoun~ are 
£580,310 

a.a follows :
Amount 

outatandlng. Category. 

Not exceeding £500 , , 
Exceeding £500 but not exceeding £1,000 

, £1,000 ., £2,000 
" £2,000 " £3,000 

Totals 

Number 
or Advancel. 

14,291' 
2,6!7 
1,037 

88 

18,063 

£ 
3,147,014 
2, ll3,566 
1,503,564 

~26,148 

£6,990,292 
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The nature of the security fm:; the total amount of advances outata.nding on the 
31st March, 1923, waa-

Freehold 
Leasehold 

Security. 

Freehold and leasehold combined 

Totals 

Number 
of Advancee. 

11,136 
6,724 

203 

18,063 

Amount 
outttandlng. 

£ 
5,096,425 
1,767,603 

126,264 

£6,990,292 

The average freehold advance is £468, the average leasehold a.dva.nce £263, and 
the average of advances secured on both freehold and leasehold combined £622. 
Corresponding figures for the year ended the 31st March, 1922, are-Freehold, £470; 
leasehold, £266 ; and combined freehold and leasehold, £615. 

The number and amounts of current advances on rural and on urban and 
suburban land are-

On rural land 
On urban and suburban land 

Totals 

Number. 

11,056 
7,007 

18,063 

Amount. 
£ 

4,510,688 
2,479,604 

£6,990,292 

The average· rural advance is £408, and the average urban and suburban advaa.ce 
is £354. 

The gross profits for the year ended the 31st March, 1923, were £51,579, and 
the cost of management and expenses of the branch £19,886, being 0•203 per cent., 
or 4s. per £100 of the capital employed. The net profits amounted to £29,255. 

The sinking fund established under the State Advances Act, 1913, after redemption 
of loans totalling £45,000, amounts to £1,403,177. 

The liabilities and assets at the 31st March, 1923, of the Settlers Branch of the 
State Advances Office were-

Liabilitiu. £ 8. d. 

Sundry loans .. .• 9,238,195 15 10 
Temporary advances from PubUc 

Debt SlnklnR Funds Branch.. 194,000 0 0 
Temporary advances from Ad· 

vancea Office Sinking Fund 
Account . . •• 

Advances Suspense Account 
l!'lre Loss Suspense Account 
Sll1spense Account 
Reserve Fund 

4•5;500 0 0 
17,950 •0 0 

1,779 10 5 
3,312 6 11 

25,000 0 0 
2,252 19 8 

£ •• d. A•••· 
Inve1tment Account--Total priD· 

clpal owing by mortgagors •· 0,990,292 6 10 
Interest due.. .• •• 40,737 12 6 
Interest on mortgages, accrued · 

but not due •. . . 76,803 t 9 
Tempomry advances to Local 

Authorities Branch.. •• 146,500 0 0 
Temporary advancca to Workers 

Branch .. .. • • 845,000 0 0 
Temporary Investments .. 1,160,000 0 0 
Interest on temporary lnvcat-Sundry creditors . . . . 

Interest payo. ble on loans, accrued 
but not due . . . • 75,055 9 

16,033 16 
962,812 8 

menh,Rccrucd but not due • , 18,413 8 8 
3 Insurance Premiums Account • . i79 6 2 

Income-tax Suspense Account .• 
Sinking Fund • • . . 

4 Office Furniture and Equipment 
3 Account .. .. •• 

Sundry debtors .. 
Realization Account •• 
Sinking Funds-

Advances Office Sinking Fund 

2,212 12 11 
21 0 0 

2,451 7 3 

Account .. .. 1,387,119 6 8 
Public Debt Sinking Fund11 

Branch • . . • • , 16,058 3 6 
Ca11h In bank nt Sl!lt March, 1923 296,803 16 10 

' £10,981,892 6 8 £10,981,892 5 8 



ADVANCES TO WORKERS. 

TnE. system of advances to workers, instituted in 1906, is on much the same
general lines as that of the advances to settlers. Advances are made on first mortgage
of lands and improvements held under the various classes of tenure enumerated on 
page 531. · The scales of charges and of payments of principal and interest, and the 
provisions for paying off the whole or part of the principal outstanding, apply to the 
workers' scheme as well as to the settlers'. 

A ,;orker is defined as a person of either sex engaged (whether as an employee or 
on his or her own account) in manual or clerical work who is not in receipt of an annual 
Income exceeding £300, increased by £25 in respect of each child or other person 
dependent on him, and is not the owner. of anY land other than that offered as 
security. 

Originally the scheme of advances to workers was confined to persons in receipt 
of not more than :£200 per annum, and the maximum amount that could be advanced 
to any applicant was £450. Legislation passed in 1923, however, greatly enlarged 
the scope of the scheme. 

Not more than £1,250 may now be granted to any one borrower ; and an advance· 
must not exceed 95 ,per cent. of the total value of the security in the case of freehold 
land, or 95 per cent. of the value of the lessee's interest in the case of leasehold land,' 
or, where the loan is to provide for the erection of a dwellinghouse, 96 perr<\en.t. of the 
cost of the dwellinghouse inclusive of the cost of the land and impro~flments. No· 
advance can be made to any applicants who do not take up their permflfient residence 
on the property. Married applicants must make the declaration on the application 
form jointly with wife or husband, as the case may require. <':: , 

Where an advance is required for the purpose of erecting a d~elling, the· 8.pplication 
form must be accompanied by evidence in the form of sa.le-note;·xeceipt, agreement, 
or otherwise as to the purchase price of the section and tender accepted or contract 
entered into for the erection of the dwelling. The amount of the lo&n granted by the· 

· Board may be advanced in progress-payments as the erection of the building proceeds. 
An inspection and report must be made by an officer of the Valuation Department prior 
to any progress-payment being made on account of the loan, and for each such 
inspection a fee of lOs. ~d. mu~t be paid br the applicant. 'The Department requires
that not less than t~ree mspect1ons he made, and that the fencing be completed before
all the loan is paid over. 

The total of the advances to workers up to the 31st March 1923 (inoluding 
moneys repa.id and again advanced), was £5,579,095. ' 

'l'he applications received for loans during the year ended the 31st March, 1923,. 
numbered 3,678, the aggregate amount required being £2,649,669. Advances authorized. 
during 1922-23 numbered 1, 748, representing a total amount of £871,805. 
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fhe total number of loans &.nd the aggregate amount authorized in each provincial 
district are as follows :-

Advances authorized, Total Advances authorized 
1922-23. to 3Ut l!olarch. 192:!. 

Provincial District. 

Number. I Amount. Number. I Amount. 
I --

I 
£ £ 

Auckland .. . . .. 710 352,910 5,628 I 1,958,770 

Taranaki .. .. .. 39 19,170 555 I 174,890 
! 

Hawke's Bay .. .. .. 107 49,155 1,379 i 484,770 

Wellington .. .. . . 404 206,175 4,599 11,592,670 

Marlborough .. . . .. 27 11,530 499 ! 155,675 
I 

Nelson .. .. .. . . 9 3,695 257 

I 
66,615 

Westland . . .. .. . . . . 194 42,030 
I 

Canter burr .. .. . . 342 176.285 4,191 

I 

I ,458,835 

Otn.go- , • 
Otago portion 56 27,330 1,174 ' 355,390 .. .. .. 

I 
Southland portion .. .. 54· 25,555 649 163.095 

Totals .. .. I, 748 871,805 19,025 I 6,452, 740 

D_ealing only with the operations of the Advances to Workers Branch and 
excluding the Adva,nces Office Sinking Fund and Public .Pebt Sinking Fund, it is 
noticed that the advances actually paid during the year numbered 1,206 for an 
aggregate of £623,925. The tei-tures upon which these loans were made were-

Tenure. 

Freehold 
Leasehold 

Totals 

Number of Loa1UI, 

1,152 
54 

1,206 

Aggregate Amount. 
£ 

598,510 
25.415 

£623.925 

The net amount outstanding at the end of the financial year was £3,253,026,. 
secured upon the following tenures :-

Tenure. 

.Freehold 
r-eaaehold 

Totals 

Numb~r of Loans 
outstanding. 

9,943 
595 

10,538 

Aggregnte .Amount 
outst.nndlng. 

£ 
3,120,706 

132,320 

£3,253.026 

The gross profits for the year ended the 31st March, 1923, were £15,559, and the 
cost of management and expenses of the branch £3,830, being 0•117 per cent., or 
2s. 4d. per £100 of capital employed. The net profits amounted to £11,228. The 
Sinking Fund, after redemption of loans totalling £187,000, a.mounta to £67,952. 
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The following table gives pa.rticul&rs of the tranaa.ctions for each of the last ten 
years, and the total transactions since the pa.ssing of the Govemment Advances to 
Workers Act on the 29th October, 1906 :-

' ADVANCES TO WORKBRS 1913-14 TO 1922-23 • • -
I AppllcatiODI received. I 

l.oaDI auUlorlzed. 
Amount Year ended Slat Amount 

llareh. 
Number. ! j 

Number. 1 
advanced. repaid. 

I Amount. I Amount. I 
£ £ £ £ 

1914 .. .. 1,599 528,240 1,200 339,200 272,860 80,933 
1915 .. .. 1,492 462,065 1,129 337,690 313,025 110,110 
1916 .. .. 1,079 383,365 953 297,630 275,680 115,535 
1917 .. .. 734 266,740 658 210,995 214,965 127,460 
1918 .. .. 5.55 197,738 411 129,710 125,855 139,485 
1919 .. .. 562 214,415 372 119,5.55 87,590 147,791 
1920 .. .. 1,660 746,586 1,083 420,465 2211,055 368,597 
1921 .. .. 1,920 1,053,512 1,556 718,630 660,790 388,469 
1922 .. .. 1,417 830,810 987 449,220 407,580 207,843 
1923 .. .. 3,678 2,649,669 1. 748 871,8015 724,830 234,092 

Totala from incep- 25,971 10,694,547 19,025 16,452,740 15,579,095 ;2,183,263 
tion to 31/3/1923 

The financial position of the Advanoee to Worke!B Branch of the State Advanoee 
omoe ... on the 31at March, 1928, ii ahown in the following table :-

Al>VANOES ro WoBX11BS BBANOK: LtABILI'riBO AND AssETS, 31ST M.ulo&, 1923. 
~. £ o.d. .t ... k. £ Ld, 

Sundry loans . . .. 2,407,841 11 1 lnvestmentAccoaut-Totalp'I'ID· 
~emporary loans from SettJera clpo.l owing by mortgagors , . 3,263,025 19 1 

Braneb .• .. .. SU,OOO 0 0 Io.terut.due.. .. .. 11~768 13 6 
ID.terestpo.yableonloanl,&ccrued lntereat on mortgages, accrued 

butnotcluo .. .. 26,074 17 6 bot Dot due .• •• 85,976 9 8 
Advance• Buspenae Account .. C2,805 10 8 Loan.Cttarges Account .. 10,099 17 0 
Income-tall: Suapeue Account.. 5,107 7 8 Insurance Premiuma Account •. 12S 12 0 
Sundry aoeclltors 926 4 0 Sundry debtoR . . 5 IS 1 
Su.spense AccollDt 36S 12 0 RealiZAtion Account . . :-,- 62 S 0 
JteeOrve Fond ... 8,?54 18 fS Sinking ~ . , 
Slnklng Fund " 49,727 18 o I Advance• Oll!ce Slnldas .. -. ~ 

Account . . -~~~: 61,487 19 ! 
PubHc Debt Slnklus ~:AI 

Branch . . . . ·· · -: . 6,464 14 7 
Cash ID book at SloUolareh. 19l!S ',692 18 2 

sa,au,&n 10 n; £8,384,511 10 11 

The administration of the Workers' Dwellings .Act, 1910, and the Bouaing Act, 
1919, woa transferred to the State Advances Deportment in 1923, aa port of a ooheme 
to conaolidote tho various systems of State odvancea. Tho purchuor of a dwelling· 
houae pursuant to an agreement under either of the Acts mentioned may, on applica
tion in tbat behalf mode by him on the prescribed form, agree with the Superintendent 
to surrender his rigb.ta under the agteement and to accept a loan tinder Part lll of the 
State Advances Act, 1913. On any such summder the Superintendent shall cancel 
the agreement. 

In any such case the land and dwellinghouse to which the agreement relates shoD 
ceaoe to be onbject to any restriotiono under tho Workers' Dwellings Act, 1910, or 
section 21 or section 22 of the Housing Act, 1919. and the La.nd shall not the:eafter be 
deemed to be set apart for the pnrposes of the Workere' Dwellings Act 1910 or of 
Port I of the Housing Act, 1919 (as tho O&Se moy be). ' ' 

On the cancellation of any such agreement as aforesaid the land to which the 
agreement relateo shall be trensferred or granted in fee-simple to the purch8Aier, subject 
to a mortgage to secure a loan under Part III of the State Advancea Act 1913 of such 
amo~t, not exceeding 96 per cent. of tbe purchaae-monoy mentioned' in the agree· 
mont, RB the Board moy approve. 



ADVANCES TO LOCAL AUTHORITIES. 

DURING the twelve years which have elapsed since the system of State advances 
to local authorities was initiated 2,606 applications under this head have been 
received for loans totalling £10,103,402. Loans authorized, 2,004 in number, have 
aggregated £5,865~059, of whioh £5,348,356 bas been actually advanced. Repay~ 
ments to the 31st March, 1923, have totalled £573,274, leaving an indebtedness of 
£4,77 5,081 in respect of principal moneys. Figures for each of the last ten years and 
to date are as follows :-

ADVANCES 11'0 LOCAL AUTHOIUTIES, 1913-14 TO 1922-23, 

Year en ded Slst March. 

1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 

Totals 
tion 

.. .. 

.. . . 

.. .. .. .. 

.. .. 

.. .. 

.. .. 

.. .. 

.. .. 

.. .. 
from incep· 

to 3113/23 

I 

Applications' received. 
--

Number.] Amount, 

£ 
167 166,165 
77 222,070 

170 263,858 
118 154,025 
110 171,110 
125 225,988 
284 1,041,380 
310 1,865,460 
213 573,805 
253 526,310 

2,606 il0,103.402 

Loans authorized. 
Amount 

Number.J 
advanced. 

Amount. 

£ £ 
72 84,970 259,430 
48 254,430 237,285 

164 238,970 285,410 
103 127' 135 152;310 
109 158,055 128,150 
119 214,300 130,575 
229 717' 160 311,880 
194 689,225 444,825 

2461 
725,730 780,410 

213 478,035 711,375 

2,004 1 5,865,059 5,348,356 

Amount 
t(.'pa.ld. 

£ 
29,600 
29,800 
35,192 
38,874 
41,681 
46,615 
49,034 
53,926 

138,591 
78,694 

I 573,274 

'· 
As in the case of advances to settlers and workers, advances to local authorities 

are made from three distinct sources-viz., the funds of the Advances to Local 
Authorities Branch of the Sta.te Advances Office, the Public Debt Sinking Funds, and 
tho Advances Office Sinking Fund. Of tho £711,375 advanced in 1922-23 as shown 
above, only £191,365 came from the Local Authorities Branch, tho Advances Office 
Sinking Fund contributing £26,725, and the Public Debt Sinking Funds £493,285. 
Of the amount outstanding at the 31st :March, 1923, the Public Debt Sinking Funds 
claimed £1,875,696, and thE" Advances Office Sinking Fund £325,413. 

A statement of the liabilities and asset.1 of the Looe.l Authorities Branch as at 
the 31st March, 1923, is appended. 

Li1Jbilifit1, £ B. d, 1 .d."elt, £ B, d, 

Sundry loans ., •• 2,775,520 9 51' Investment Account, less total 
Loan·moncys-Uncxpcndcd rep11ymcnts •• •• 2,573,971 14 8 

b111ances , • • • • • 3, 987 1!! 10 Interest on debenturea-
Tempomry advances from Overdue • • • • • 6,421 4 3 

Settlers Branch o• o• 146,600 0 0 Accrued but not due oo 21,015 14 8 
SWipcnsc Account 2:! 8 8 Loan CbaJlle& Account •• 31,271 14 6 
Sundry creditors • • . • 26 0 0 Intcr('st accrued Lut not doe on 
Interest on loan-moneys, accrued temporary lovcatmenta 898 7 8 

but not due 36,385 16 7 Sinking fundi!-
Slnldng Fund 72,205 0 8 Advances Office 81nktng Food 

Account .. .. 283,066 12 4 
Public Debt Sinking Funds 

· Branch • . .. 14,762 13 3 
1 Profit and Lou Attonnt •• 82,19~ 8 3 
: Cash In band nod In ba.nk· at 311t 
I ~larch, 1923 21,055 1 3 

::£3=-,-=o::3,=-,-=a=ss=-s=---=21 ~_!033,655 8 2 



VALUATION OF LAND. 

HISTORICAL ACCOUNT. 

'faE system of separately assessing the value of the land itself and the value of 
the buildings and improvements effected thereon was first put into practice in New 
Zealand for the purposes Qf State taxation on the passing of the Land~tax Act,, 1878, 
under wbich a. tax was Jevied on Jn.nd.values, the impost being i<J.. in the pounrl on 
tho capita.! value of real eAtate, less the assessed value of the improvements. 

The Land.tax Act, 1878, wns •uperseded by the Property·tax Act, 1879, which 
provided for the levy of a. uniform tax of I d. in the pounrl on the capital value of a.H 
property-real and personal-above the amount of :£500 in vnlue. 

The Property-tax Act, 1879, was in its tum supel'St'ded by thr Land nn<;l Income 
Asse~sment Act, 1891. Under thiS' enactment A. land-tax was imposed on land and 
mortgages of land, \\-;th an exemption for improvements on land up to £3,000. An 
exemption from income·tax was also allowed on all incomes derived from land and 
mortgages of land. 

Two ycnrs later, under the provisions of the Land and Income As~e~sment Acts 
Amendment Act, 1893, all improVements on land were entirely exempted. 

An endeavour to extend the principle of general exclusion of improvements to 
local taxation resulted in the passing of the Rating on Unimproved Value Aot, 
1896, which gave local authorities the option of deciding that equivalent rates 
on the unimproved values of lands in their juri!!;dietion should be substituted for 
the rates levied on the full capiW.l values or on the annual values. 

The valuing of land up to the year 1896 wns not conducted on a uniform baPis. 
Each State Department and each local authority "worked quite independently, 
and employed as valuers whom it thought fit. The Lnnd.ta.x Department periodically 
employed a. ~;mall army of temporary valuers whE-n it requirerl a new vsluat.ion of 
lands for taxation purposes, and E:ach local authority had its own particular method 
of making up its roll for the levying of rates. Estimates of values arrived at by 

· various authorities varied to a d'lngerons degree. Some values were vecy high, being 
based on speculative prices, while many were ~xtremely low. Fre(JUently the same 
property had seveml value~ as~igned to it. 

In order to overcome as far as possible tho obvious dtfects of the old system it 
was decided to establish a new system of valua.tio~ by which all valuations required 
by State Departments-whether for loan, taMtion, or other purpo<res-and by local 
authorities that rate on the capital or unimproved· value, should l1e mn.d~ by valuers 
employed by the State at fh:ed salaries and responsible to the Government nlone. 

The Government Valuation of Land Act, 1896, was in due course introduced and 
passed. This Act provided for the setting-up of a separate Department of State 
c-:harged with the duty of estimating the values of ren.l estat.e in the Dominion for 
ta'Xiltion and other pt1rposes of the ~nernl Government and for local mting purpose~. 

The whole of tho oxil:ltiDJ!' law relating to the valuation of lnnd in New Zealand 
is contained in the Valuation of Land Act, 1908 (whiC'h is o. consolidation of the 
Government Valuation of Land Act, 1896, and the Acts amending the same), the 
Valuation of 4nd Amendment Act, 1908, and the Valuation of Land Amendment 
Act, 1912, and the regulations made under these Acts. 

SYSTEM AND PROCEDURE. 

The work of the Valuation Department is directed by the Valuer-General. The 
actual work of valuation is done by District Valuers and assistant valuers. The former 
are permanent officers, while the latter are temporarily emp]oyed to mnlce valuations 
at such times and on such terms and conditions as are found neceaRary. Assistant 
.valuers are remunerated by fees. 
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A valua.tion made by an assistant valuer or local valuer is subject to endorsement 
by. the District Valuer before it is accepted by the Valuer-General. 

The essential qualifications of a valuer who is employed in a country district are 
local knowledge of land-values and a practical knowledge of farming pursuits, both 
agricultural and pastoral, and of values of improvements. A valuer who is employed 
in a city or suburban district must have a special knowledge of building-construction 
and of the values of all kinds of improvements in addition to a knowledge of land· 
values. 

The Dominion is divided for administrative purposes into convenient valuation 
districts, to each of which is assigned a District Valuer, whose functions are not, 
however, confined to a specific district, but may be exercised in such districts as the 
Valuer-General from time to time directs. 

The duty df a valuer is to examine each property and to estimate to the best of 
his ability (1) the unimproved value of the land contained therein, (2) the value of the 
buildings (if any) or other improvements (if any) upon such land, and (3) the "capital 
value " of the property. 

The definition of "land!' in the Valuation of Land Act, 1908, as amended by the 
Valuation of Land Amendment Act, 1912, is as follows: "'Land' means all land, 
tenements, and hereditaments, whether corporeal or incorporeal, in New Zealand, and 
all chattel or other interests therein, a.nd all timber or flax growing or standing thereon: 
Provided that native bush or trees which have been planted for shelter or ornamental 
or utility purposes shall not be included in the definition of land." 

· "Unimproved value" ia defined in the Valuation of Land Amendment Act, 1912, 
as follows : .. ' Unimproved value' of any land means the sum which the owner's 
estate or interest therein, if unencumbered by any mortgage or other charge thereon, 
might be expected to realize at the time of valuation if offered for sale on such reasonable 
terms and conditions a.s a bona fide seller might be expected to impose, and if no im
provements (as hereinafter defined) had been made on the said land." 

Under the New Zealand. law the increased value attaching to any piece of land 
which is due to the successful working of other lands in the district, or to State expendi
ture on public works, or to the general prosperity and development of the country, 
forms portion of the " unimproved value.'' Any i'ncreased value, however, which is 
represented by the improvements effected by"the individual possessor, either past or 
present, does not form part of the .. unimproved value." 

Valuers are enjoined not to strain after high values, nor to accept isolated" boom" 
prices, values invol~d in exchanges of land, or special prices paid for land under 
exceptional circumstances, as a standard of value, but to determine the value neither 
above nor below the fair selling-value in view of the many and diverse purposes for which 
the values are used. 

The Valuation of Land Amendment Act,l912, defines "improvements" as follows: 
u ' Improvements ' on land means all work done or material used at any time on or 
for the benefit of the land by the expenditure of capital or labour by any owner or 
occupier thereof in so far as the effect of the work done or material used is to increase 
the value of the land, and the benefit thereof is unexhausted at the time of valuation ; 
but does not include work done or material used on or for the benefit of the land by the 
Crown or by any statutory public body, except so far as the same has been paid for by 
the owner or occupier either by way of direct contribution or by way of special rates 
on loans raised for the purpose of constructing within a county any road, bridge, 
irrigation-wbrks, water-races, drainage-works, or river-protection works : Provided 
that the value of improvements made out of loan-moneys raised for the purpose of 
constructing within a county any road, bridge, irrigation-works, water-races,• drainage
works, or river-protection works as aforesaid shall not exceed the amount of principal 
estimated by the Valuer-General to have been repaid by the owner in respect of any 
such loan by way of special rates." 

Subject to the limitations contained in the above definition, all buildings, fencing, 
planting, draining, constructing of private roads and water-races, clearing of timber,. 
l;.c., permanent grassing, and all other work of a permanent nature effected upon or 
for the benefit of land are improvements. No work can, however, be co~idered an 
improvement if the- benefit thereof is exhausted at the date of valuation. 
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The Valuation of Land Amendment Act, 1912, defines "value of improvements" 
as "the added value which at the .date of valuation the improvements give to the 
la.nd." 

"Capital value" is defined in the Valuation of Land Act, 1908, as follows: 
"' Ca.pita.l value' of la.nd means the sum which the owner's _estate or interest there~, 
if unencumbered by any mortgage or other charge thereon, might be expected to realize 
at the time of valuation if offered for sale on such reasonable terms and conditions as 
a bona fide seller might be expected to require." 

The capital value is the fair selling-value in the open ma.rket, but not the auction 
value or value derivable at a forced sale. 

Land containing or supposed to contain oil, coal, or other mineral deposita is 
valued as for the surface use only, and is of the same unimproved value as simil&r land 
in the neighbourhood, always without any regard t.o specula.tive mineral value, until 
the oil or minerals are produced, when the profits (if any) will be duly valued. 

THE VALUATION ROLL. 

The Valuation of Land Act directs that a valuation roll shall be prepared for 
each district setting forth in respect of each separate property the following 
particulars :-

{a.) The name of the owner of the land and the nature of his estate or interest 
therein, together with the name of the beneficial owner in the case of land 
h(>ld in trust : 

(b.) The name of the occupier within the meaning of the Rating Act.: 
(c.) The situation, description, and area of the land : 
(d.) The nature and value of the improvements on the land: 
(e.) The unimproved value of the land: 
(f.) The capital value of the land: 
(!J.) Such other particulars sa are prescribed. 

The district valuation roll so long as it continues in force is by la.w the roll from 
which the valuation roll of every local authority rating on the capital or on the 
unimproved value is framed. 

The district valuation rolls may he revised by the' Valuer-General as at such date 
or dates as the Governor-General in Council from time to time directs, and the revision 
may relate either to all the properties on a valuation roll or to any of them. There are 
no fixed periods between one general revision and the next-the periods vary from 
two years in recently settled districts to three years or more in old-established districta. 
The necessity for revision really depends upon the extent to which values have moved 
since the last revision. 

After the values in a district have been revised a new valuation roll is prepared 
and the Valuer-Genera) addresses to each person whose .name appears thereon a notice 
setting forth the values at which his property is entered, and naming a da~ on or 
before which all objections to the values must· be lodged. An objection to the 
valuation must be made in writing. 

THE ASSESSMENT COURT. 

The Valuer-General refers objections to values to the District Valuer to enable 
him to review valuations before the sitting of the Assessment Court. If after careful 
reconsideration by the District Valuer it is decided that an objection shall be allowed 
or a reasonable compromise effected, the valuation is altered 'accordingly. On the 
other hand, if the Valuer-General is in possession of evidence that the valuer's estimates 
are fair, but the objector will not accept them, the objection is heard and determined 
by the Assessment Court. 

The Assessment Court consists of three membefs, of whom one--the President-
i~ a barrister or solicitor of the Supreme Court of New Zealand appointed by the 
Governor-General in Council. Of the other two members of the 'eourt one member 
is appointed by the GovP.rnor-Gencral in C~mocil for each land ~strict ~der the Land 
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Act, 1908, and the other member by the local authority of the district whose roll has 
been revised, or by two or m 1re local authorities acting in unison, provided the appointee 
is not a member or a paid officer of any local authority. If the local authority fails to 
appoint an assessor, then the appointment is made by the Governor-General in Council .. 
If the objection is allowed, the reduction is immediately entered on the valuation roll. 
Jf the objection is disallowed, the, owner may, within fourteen days after the heaiing 
by the Assessment Court, give notice to the Valuer-General that he requires the capital 
value to be reduced to the value which he (the objector) considers to be the fair selling
value a.s specified in his notice, or the land to be acquired on behalf of His Majesty at 
that value. 

If the Valuer-General is of opinion that-the Assessment Court has made an unfair 
reduction in a valuation he may, within fourteen da.ys of the hearing, require the owner 
to consent to what he (the Va.luer-General) considers is the fair selling capital value, 
and, failing such consent being given within thirty days after notice is delivered at his 
address, he may, with the approval of the Governor-General in Council, acquire the 
property at that value on behalf of His :Majesty. 

The decision of the Assessment Court on any objection before it is subject to appeal 
to the Supreme Court on a question of law. On all other questions the decision of the 
Assessment Court is finaL 

CAPITAL AND• UNIMPROVED VALUES OF LAND IN NEW ZEALAND. 
I 

General valuations of land for the whole of New Zoa.Iand were made periodic.n.Uy 
up to the year 1897-98. Since that year no general valuations for the whole Dominion 
have been made. but portions are revalued from time to time. The figures in 
the foJiowing table, showing valuatiom over a number of years, therefore represent 
general valuations up to 1897 only, whHe for subsequent years the figures have been 
revised to include the latest valuations of small divisions. · 

In the twenty-four years from 1878 to 1902 the vn.luo, both of unimproved land 
and of improvementd, increa~:~ed by slightly over 50 per cent.. In the twenty years 
from 1902 to 1922, as the effect f')f a long period of prosperity. the total valuations 
have more than trebled. 

CAPITAL AND UNIMPROVED VALUES, 1878-1922 

I 
Capital Value I Unimproved ~~ Capital Vlllue Unimproved 

Value ot Land Value ot Lo.nd Year. (Land and Im- (Included In pre- ~ Year. (Land and Im- (Included In pr~ 
I 

provements). vioua Column). provementa). vfOWI Column). 

£ 62,5~3,868 II 
£ £ 

1878 .. 99,566,679 1911 .. 293,117,065 184,062,798 
1882 .. 101,000,000 .. 1912 .. 315,503,213 199,184,261 
1885 .. 113 '270. 649 .. 1913 .. 340,559,728 212,963,468 
1888 .. 111,137,7141 75,497,379 1914 .. 365,342,237 228,493,376 
1891 .. 122,225,029 75,832,465 1915 .. 371,076,683 230,705,147 
i897 .. 138,591,347 84,401,244 1916 .. 389,164,729 241,322,255 
1902 .. 154,816,132 94,847,727 1917 .. 405.466.071 251,087.708 
1905 .. 197,664,475 122,937,126 ' 1918 .. 421,383,373 260,921,812 
1907 .. 236,644,536 149,682,689 1919 .. 445,533,445 271;,988,409 
1908 .. . 253,440,172 161,324,763 1920 .. 470,093,697 290,880,264 
1909 .. 271,516,022 172,759,948 1921 .. 518,584,318 317,631,245 
1910 .. 277,630,083 175,289,861 1922 .. 544,503,376 329,174,337 

' ---------

Information covering the last ten years as to tho gross capital and unimproved 
values in tht- North and South Islands and in the whole Dominion is given in the 
follnwing table, which also shows the ~parate totals for counties. borougb!ll, n.nd 
town districts (independent of county jurisdiction). 
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GRoss VALUEs, 1913-22. 

North Island, ' South Island. • I __ New Zealand. 

1 
t:'nlmproved 

Year. " 0 
Capital Value 1 \'alueof Lanrl Capital Value 

urumproved --runlmpro\·ed 
Value of Land Capital Value Value ofT. an 

(Included In (Land and lm-~ (Included In 
d 

(Lund and lm-~ (Included In (Land and lm· -" 
8 provcmenta). &revlous pro\•ements). ~evlous l provements). lrcvlous • 'olumn) • Iumn). ·oiumnJ. 

"' 
Countiu. 

£ £ £ £ £ £ 
1913 .• 124 130,046,882 87,361,655 87,335,1561 64,912,274 21S,282,038 ' 152,273,929 
19H .. 125 136,142,912 90,361,877 93,708,093 69,48-1,292 229,851,005 159,84.6,169 
uns .. 125 lSi ,669,168 . 91,079,543 04,296,275 69,8H,015 231,965,443 160,920,558 
1916 •• 125 146,242,118' 97,379,015 96,8ll,084 71,199,250 243,041,202 168,578,266 
1917 .• 125 15!,477 ,6H , 102,981,689 100,636,688 1 74,108,106 255,114,329 177,089,796 
1918 •• 125 16-!,~28,221 ; 109,61!,5~9 103,714,879 76,670,835 268,643,100 186,282,404 
1910 •• 1131 182,.05,967. 120.68•,7•6 108,086,615 80,086,519 290,792,582 200,774,296 
1920.. 134 192,504,367 126,201,659 114,988,297 85,9-17,072 307,492,664 212,148,731 
1921 •• 134 !206,4:19,797 \ 1:14,007,675 125,042,531 93,566,567 332,082,328 227,574,242 
1922 • • 134 ! 210,502,471 I 136,866,105 127,069.782 ' 94,1159,679 337,572,2~3 2~9 1925 o 784 

BOTOU(Ihl. 

1913 •• 11161 76,763,298 41 '734. ,848 42,207,280 17.35 •• 970 I 118,970,578 59,08U,818 
1914 •• 117 84-,945,582 47.,017,463 ' 45,875,023 19,367,115 130,820,605 66,384-,578 
1915 ••. 117 87,671,609 48,150,309 46,638,663 19,396,948 134,310,272 67,547,257 
1916 •• 116 92,902,160 50,443,309 48,313,999 20,050,324 H1,216,159 70,403.733 
1917 , , 115 I 96,207,345 51,610,819 48,770,852 20,018,500 1H ,978,197 71,529,319 
1018 •• 118197,648,139 51,7i2,269 49,660,419 20,358,456 1 u1 ,308,558 72,130,725 
1919 . • 117 98,520,6-H 51,910,886 50,615,526 20,737,636 \ 149,136,170 72,648,522 
1920 •• 116 103,409,093 53,707,077' 52,511,730 21,877,277 155,920,823 75,584,354 
1921 •• 117 119,091,896 61,297,945 60,050,052 25,330,80& 179,141,948 f!6,628,750 
19:?2 • • 118 1 137,157 ,ao9 70,17~.035 62,096,949 i, !!b,594,465 199,!64,258· 95,767,!100 

Independent Town Dillridl. 
1913 .. ; 24 2,4-87,087 I 1,228,438 820,02S I 371,283 3,307,1121 1,599,721 
19H •• I 33 3,808,368 \ 1,880,433 I 862,259 \ 382,196 4,670,62.7 2,262,629 
1915 •• .. 8,916,101 1,s5~.s76 I 884-,867 382,756 4 ,800,968. 2,237,332 
1916 .. ( 35 4,273,975 1,989,761 621,3931 260,496 4,805,368 2,250,257 
1917 .. 36 4,732,948 2,207,633 i 640,597 260,961 5,373,545 I 2,4.68,594 
1918 •• 36 4,820,083 2,255,646 611,632 '253,037 5,431,715 2,508,683 
1919 .. I 37 4,9H,519 2,301,302 I 663,174 26-1,290 I 5,604,693 2,565,592 
1920 .. 

1 

39 5,979,357 2,851,680 I 700,853 \ 205,4.09 I .6,680,210 8,147,179 
1921 .. 3G 6,663,746 3,126,{136 696,206 301,317 .. ,31'0,042 3,128,2!)3 
19~2 .. 36 6,944,401 3,175,747 732,46~ 305,306 1 7,676,865 3,481,053 

Grand Totals. 
1913 oo i "\ 210,197,267 130,32-l,941 130,362,461 82,638,527 I 340,559,728 212,963,468 
1914., I ., 224,896,862 139,259,773 140,445,375 89,233,603' 365,3,12,237 228,41!3,3/6 
1915 .. , 229,256,878 141,084,428 H1,819;805 89,620,719 3il,Oi6,683 230,705,H7 
1916 .• 2,13,418,253 149,812,085 145,746,,176. 91,510,170 389,16-1,729 241,322,255 
1917.. 255,417,934. 156,700,Hl 150,048,137 94,387,567 I 405,466,071 251,087,708 
una.. 267,396,443 163,639,484- t58,986,9ao 97,282,328 : 421,883,378 . 260,921,812 
1919.. 286,168,130 174,899,964 159,365,315 101,088,445.1445,533,4451275,088,409 
1920.. 301,892,817 182,760,416 168,200,880 108,119,848 470,093,697 I 290,880,264 
1921 •• 332,195,439 198,432,556 186,388,9.7{1 119,198,{\~9 518,584,318 317,1\31,245 
~19::-2::2:..·::·~_::'-'-.:"::54:._,,_,6:::0:.4,_,1,8::1_c 209,214,887 189,899,195 110 .n~v ,450 5-1-4,503,376 a:..'9 ,1;-1 ,337 

• Including Stewnrt Island and Chatham Islnnda. 

The values shown in the preceding table are, as stated, the groP.e values; they 
include the value not only of rateable properties, hut also of churcht>s, schools, 
unoccupied Crown lands, and other lands exempt from local rating. A sumiiULry 
of rateable value.~ for tho year 1922 is next:given. 

-----,------~R::ATEABLE VALUES, 1922.--.'3tTMMARY. 

---~~~'~• crt:ch Island. -------• _so_u_t,h Islnnd.• N cw Zoolo.nd. 

Unimpro,·cd ' Unimproved ' Unimproved -- fapltal Value '"nlue of Land Capital \'alue Value or Land Capital Value. Vnlueot Land 
1(Land and Im- (Included In (Land nnd Im· (Included In 1(Lnnd nod lm-' (included Ln 
\ pr~vementa). c;:-e\'loua provementa). 6revloua ! provementa).

1 

, r.revlous lumn). olumn). 'olumn). 

, I £ £ £ £ £ Counties .. 202,816,926 130.281,124 121,853,363 90,5fi1,230 324 ,670,28D 220,872.354 Borouahs 123,32-1,499 t 62,231,1U8 .)5,775,690 ~3,191,781 
Town Dlstrlr't..'i 

179,10(1,189 85,422,889 6,H9,100 3,002,720 6f!2,137 285,858 7 t 131 ,23i :1,288,578 (Independent) 
Total.~ .. .132,590,525 ! 195,514,9[12 178,311,190 1H,068,869 510,001,715 30!)' 58:J. 821 

• Including Stewart laland and Chntham Islands. 
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As has been pointed out above, the figures shown for 1922 and other yenrfl 
subsequent _to 1898 do not rt.>present general revaluations of the whole Dominion in 
the years shown. Revalua.tions are made, district by district, as circumstances 
pez:nit. or as progress of the district renders advisable. An analysis of the gross 
cap1tal value shown for the year 1922 gives the following results:-

GROSS CAPITAL V ALUES.-YEAR OF VALUATION. 

Last revised as at-AprU 
In Year , 

1897 

1898 

1904 

1905 

1906 

1907 

1908 

1909 

1910 

1911 

1912 

1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

.Totals .. 

... 

Counties. 

I 

£ I 

1~~:::: I 
167,626 l 

1,411,482 

Boroughs. 

£ 

I 
'fown Districts I 
(Independent). 

-'-----
Total. 

£ £ 
161,627 

74,966 92,950 

31,442 199,068 

310,975 310,975 

248,302 248,302 

1,286,672 1,286,672 

1,281,401 59,128 1,340,529 

679,354 679,354 

252,258 252,258 

7,591,208 9,002,690 

1,362,164 357,893 1,720,057 

4,690,436 4,937,344 24,382 9,662,162 

7.477,976 4,044,912 815,089 12,337,977 

3,911,966 482,395 4,394,361 

14,628,688 12,54~.717 115,290 27,289,695 

22,634,133 4,785,320 71,048 27,490,501 

39,820,173 3,330,129 787,314 43,937,616 

66,273,178 3,692,555 69,965,733 

44,733,330 19,715,760 2,181,299 1 66,630,389 

97,339,055 81.251.736 . 2,647,957 I 181,238,748 
34,304,599 51,349,648 607,465 86,261,712 

~I ~~-~--~------, 
I 337,572,253 199,254,258 7,676,865 1544,503,376 

It should be explained that in those few cases where a borough, town district, 
or local division of a county hns been valued partly in one year and partly in another, 
and information is not available as to the amount.s represented by the valuatioJUI in 
the respective years, the whole district has been incJuded in the latest of t.be years 
shown. Napi~r Borough, for instance, was revised partly in 1914 and partly in 
1917, but is wholly included in the 1917 figures sb&wn above. 

Those districts which have not been revalued during, say,' tho last ten years 
may be regarded aa having made little or no pro~ress since the last valuation, which 
bas accordingly bE-en allowed to stand. Fiord County, with a gross capital value 
of £144,293 and a rateable capital value of on1y £15,851. bas not been revalued since 
1897, nor have certain islands. 

The gross capital and unimprovP.d values for each county, borough, and inde~ 
pendent town district as in 1922 are next given. The pnrtioulars for component 
parte of 1Rdministmtive counties-viz., road districts, dependent town districts, nnd 
portions of out.lying country-are given in the Annual Statistical Report on Local 
Government. 
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COUNTIES. 

TABLE SHOWING GBOSS CAPITAL Al\~ UNmPBOVED VALUES 01!' EAOR CoUNTY 1N 

NEW ZEALAND. 

Capital Unimproved I 
Value Value ot 

Land I County. [Land and (lncluded In Improve- previous j ments). Column). 1 

• • 
!fon~onul .. .. 961,108 569,888 
Whalu:aroa .. 287,661 181,5-19 
Baki of Islands .. 1,725,428 1,024, HZ 
Ho anga •. .. 1,271,690 . 772,2~6 
Whaugarcl .. .. 4,767,641 2,313,822 
Hobson .. .. 2,141,4-15 1,277,538 
Otamatl!a .. .. 1,725,462 960,930 
Rodney .. .. 1,794,29.t. 935 ,Oi9 
Waitemata .. .. 3,8-13,229 2,625,392 
Eden .. .. 4,5H,300 2,571,021 
ll1nnuknu .. .. 4,068,55-l 2,940,193 
Franklin .. 5,627,248 3,794,482 
Great Barrie~ island .. 133,758 108,44.0 
lslands-
' Little Barrier, wat. 393,6.&9 249,631 

heke, &c. 
Wn.lknto .. .. 4,740,365 3,378,396 
Raglan .. .. 3,689,873 2,369,049 
Wnlpa. .. .. 6,005,862 4,094,545 
Coromandel .. .. 697,248 398,437 
Thmn.s .. 655,844 442,392 
Haurakl Pial~~ .. 1,916,425 1,562,835 
Ohinemurl .. .. 721,067 454,950 
Tauranga .. .. 1,807,693 1,062,216 
Plako .. .. 3,526,825 2,407,360 
:Matamata .. .. 3,107,362 1,941,576 
Rotorua .. .. 1,033,112 628,678 
Whn.katane .. .. 2,226,81-i 1,503,070 
Opotikt .. .. 2,411,751 1,326,549 
Taupo •• .. 626,250 427,606 
Taurnnrunul •• .. 603,221 507,887 
Ohura .. .. 1,982,672 1,177,382 
Jiawhio. .. .. 99.1,365 . 583,838 
Waltomo .. .. 3,539,835 2,178,247 
Otorohallga .. .. 2,266,9i9 1,635,473 
Island-

1t1otlti .. .. 33,120 19,150 
Matakaoa .. .. 1,072,191 592,542 
Wnlapu .. .. 3,819,581 2,032,103 
Uawa .. .. 1,537,280 1,022,760 
Waikohu .. .. 5,124,027 3,12t ,919 
Cook .. .. 6,578,762 4,405,614 
Wairoa .. 3,843,117 2,.&61,367 
Hawke's Bay .. 10,870,228 8,180,403 
Walpawa .. .. 2,959,428 2,100,181 
Walpukurau •• .. 912,913 681,603 
Dannevlrke •. .. 3,365,233 2,21-1,998 
Woodville .. .. 2,04.1,202 1,474,150 
Patangata .. .. 4,624,228 3,602,033 
Weber .. .. 742,743 400,097 
Clifton .. .. 879,366 612,757 
Taranaki .. .. 1,430,475 841,307 
Im~:lewood .. .. 980,729 403,250 
Egmont .. .. 1,806,380 9.&8,807 
Stratford .. .. 3,3.&3,130 2,107·,250 
WJmngamomoDA .. 1,039,813 • 55D,799 
Walmate West. .. 2,101,116 1,5.&2,172 
Eltham .. 

• 
.. 3,0.&9,680 1,785,138 

Bawera .. .. 4,316,880 3,116,558 
Patea. .. .. 3,626,094 2,387,730 
Waltotaro. .. .. 2,706,878 1,833,613 
Walmartno .. .. 2,445,669 1,427,05{) 
Wanganul .. .. 8,105,465 1,849,324 
Rangttikel .. .. 10,045,133 6,300,229 

.... Klwlten. .. .. 3,418,927 2,238,-184 
Pobanglna .. .. 1,781,059 l,H1,806 
Knltlekc .. .. 1,479,370 954,147 
llnnawatu .. .. 8,599,962 2,507,401 
Orona .. .. 8,162,009 2,117,618 
Kalran~ta .. 4,809,213 3,363,477 
Horowhenua: : .. 5.446,255 3,769,406 

County. 

lslands-
Kapltl, 

Somes 
Mana, nnd 

Chatham Islands .. 
Pahlatua .. .. 
Akltto .. .. 
easuerutnt .. .. 
Eketn una .. 
lln.uricevlllc .• .. 
Mnsterton .. 
Walrarapa South .. 
Featherston •• .. 
Hutt .. .. 
Maknra .. 
Colllngwood •. .. 
Takakn .. . . 
Walmea .. . . 
Sounds .. . . 
Marlborough •• .. 
Awatere .. .. 
Buller .. . . 
lllurchlson .. . . 
lnangahua .. . . 
Grey .. . . 
Westland .. . . 
Kalkoura .. . . 
Che\iot .. . . 
Amort .. . . 
Wai/::ra .. . . 
Ash ey .. . . 
Kowal .. . . 
Oxford .. . . 
Rang lora .. . . 
EY>"o .. . . 
Watmn.lrl .. .. 
Parvrun .. .. 
~Ia vern .. .. 
Tawera . . .. 
Heathcote .. .. 
Raiswell .. . . 
Selwyn . . .. 
Springs . . .. 
Ellesmere .. 
Mount Herbert .. 
Watrewo. . . .. 
Aka roo. .. .. 
Ash burton .. .. 
Geraldine .. .. 
Levels .. .. 
l'llackenzle .. .. 
Watmatc .. .. 
Wnitakl .. .. 
Alanlototo .. .. 
Walhcmo .. .. 
Waikounltl .. .. 
Peninsula .. .. 
Taler! .. .. 
TunpekA .. .. 
Bruce .. .. 
Clutho. .. .. 
Islands-

Quarantine and Goat 
Vincent .. .. 
Lako .. .. 
Fiord .. .. 
Wallace .. .. Southland .. 
Stewart Islan'd .. Islands-

Antipodes, &c. .. 

Cnpltnl 
Vo.lue 

(Lnnd and 
Improve• 
meot.s). 

I • 
17,984 

285,872 
2,5-15,756 
1,187,712 

833,467 
1,850,854 

641,829 
4,335,244 
3,022,876 
4,fl83,7{10 
2,388,272 
1,0{17,821 

450,613 
706,891 

3,173,316 
793,775 

6,066,909 
2,241,556 
1,445,765 

783,692 
6791183 

1,026,609 
1,165. i96 
1,682,{)47 
1,792,746 
2,613, 722 
4,343,464 
1,160,923 
1,696,884 
1,155,155 
1,788,422 
1,722,515 
4,037,0-15 
2,271,757 
2,593,131 

580,129 
1,160,341 

855,754 
1,728,177 
1,269,340 
2,900,327 

770,586 
1,558,974 
2,789,444 

11,711,643 
8,632,36-l 
3,665,638 
2,980,220 
6,787,594-
5,418,639 
1,468,287 

816,400 
1,250,3.&4 

632,116 
2,306,986 
2,450,391 
1,783,103 

"3,165,366 

8,464 
1,637,183 

654,027 
144,293 

3, 704,629 
14,683,751 

167,026 

13,880 

Unimproved 
Value of 

Land 
(included In 
Jre,·lous 

olumo). 

• 
13,378 

195,901 
1,43.f.,132 

609,001 
538,112 

1,006,378 
804,002 

2,727,{156 
1,7i0,233 
2,991,050 
1,308,520 

504,462 
277,192 
393,230 

1,764,06 
478,65 

3,711,81 

6 
2 
3 

1,759,594 
765,503 
478,.19 4 

0 
3 
7 
8 
0 
0 
6 
2 
6 
9 
3 
5 
0 
3 
5 
9 
5 
4 
7 
5 
7 
3 
9 
0 
1 
8 
0 
0 
1 
3 
0 
1 
1 
0 
6 
3 
2 
6 

337,59 
625,06 
819115 

1,232,97 
1,469,52 
2,126,63 
3,737,18 

932,21 
1,401,87 

951,86 
1,455,68 
1,394,37 
2,306,86 
1,568,00 
2,056,72 

483,57 
612,02 
682,88 

1,396,97 
1,040,49 
2,862,88 

6-10,18 
1,280,35 
2,383,31 
0,842,21 
2,871,51 
2,065,43 
2,299,07 
5,591,07 
4,121,11 
1,034,79 

698,71 
802,65 
291,53 

1,658,87 
1,682,84 
1,186,18 
1,986,29 

90 0 
4 
s 
3 
6 
0 

20 

1,069,32 
'107,.&8 
137,61 

2,559, 78 
0,677,61 

129,1 

13,88 0 
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BOROUGHS. 

TABLE SHOWING GROSS CAPITAL AND UNIMPROVED V ALOES 011' EAOll BOROUGH IN 

NEW ZEALAND. 

Whangurel· 
Darga ville 
Blrkenhead 
Devonport 

AUCKLAND CrrY-

.. .. .. 

.. 

capital 
Value 

(Land and 
Improve

mente). 

£ 
1,153,173 

482,395 
732,295 

2,226, 788 

C:Ity Portio n 25,332 1150 
1,289,558 Parnell 

Grey Lynn 
Arch HliJ , 
Eden Terrace ,. 
Point Chevalier 
Epsom 
Remuero. 

Total of City 

Newmarket 
Onehunga 
Takapuno. 
Northcote .. 
Mount Albert 
Avondale 
Mount Eden 
Otahuhu 
Pukckohe 
Hamilton 
Cambridge •• 
Ngurunwahln 
Tc Awamutu 
Thames •• 
To.urangn · •• 
Pncroa 
Walhl .. 
MorrlnS\'IIIc •• 
Te Aroha 
Rotoruo. •• 
Whakn.tane •• 
Opotlkl •• 
Taumarunul •• 
Te Kultl 
Glsborne 
Walron 
Napier 
Hastings 
Dannevlrke 
Woodville 
Wnlpnwa 
Walpukurnu 
New Plymouth 
Hnwera 
Paten 
Waltarn , •. 
Ing-lewood 
Strntrord 
Elthnm 
Wanganul 
Marton 
Ructlhl 
Ohnkune 
Tolhnpc 

., 
Fcllcllna .. 
PalmerRton North 
Foxton 

WELLI~OTON' CJl'y-

1,"335,141 
229,170 
325,867 
416,576 

1,322,019 
2,661,639 

•. 32,912,119 

. j 736.435 
1,186,545 
1,696,764 

350,918 
21812,755 

665,170 
2,621,745 

613,570 
813,612 

4,299,816 
719,633 
191,188 
6101440 
898,889 
322,350 
3901555 
309,700 
5631275 
349,455 
785,247 
473,392 

'"'·i23 414 1 37 
561,587 

4,915,9-10 
6781500 

3,580,823 
2,834,000 
1,248,012 

H19,853 
266,989 
347,881 

3,631,852 
1,595,123 

154,460 
252,258 
216,137 
960,411 
452,020 

5,448,848 
675.737 
256,958 
140,275 
623,270 

1,037,902 
5,649,081 

288,284 

City Portion 23,322,429 
580,149 Wnclf'Stown 

Northland 
llelrose-

KIIbimle 
bland nay 
Ohlro 

On~low 
Karorl 
Miramar 

675,932 

3,433,428 
1,073,022 
1,955,180 

776,604 
633,914 

1,383,062 

Unimpro\·ed 
Value of 

I.and 
(Included In 

previous 
Column). 

• 545,59 8 Shnnnon 
232,45 o L<'l"in 
356174 0 Ot:&kl 

1,000,06 1 J>nhf:ltUD 
1Hast.erton 
Cartcrton 

16,835,91 7 Orcytown •• 
60 Lower Butt •. 616,9 

616,921 
105,046 
1391587 
197,086 
606,360 

1,202,674 

19,720,649 

878,476 
513,185 

1,028,974 
185,658 

1,184,325 
375,835 

1,033,745 
275,905 
485,362 

2,340,716 
3531123 
94,103 

342,580 
331,531 
143,566 
192.720 
41,635 

203,315 
160,620 
460,489 
236,258 
184,934 
201,20-:1 
332,200 

2,265,920 
364,720 

1,677,301 
1,522,633 

502,200 
00,768 

1411632 
160,209 

1 1719,820 
744,847 
57,491 
84,516 
88,222 

4571864 
103,828 

2,875,209 
224,534 
118,053 
17,028 

330,502 
443,302 

2,423,26. 
115.725 

' 13,600,416 
234,243 
222,257 

976,290 
848,377 
564,486 
201,206 
296,166 
610,714 

Petone •• 
Eketahunu. •• 
Featherston •• 
Eastbourne • , 
Richmond •• 
Nelson City .• 
Picton 
Blenheim 
1\rotuekn 
Westport. 

. Orermouth 
Dr.unner 
1\:umnru. 
Hokitlka 
Jtoss 
Hunnnp:n 
llanulora 
1\:alnpol 

CHRISTCHURCH CITY-
St. Albans Portion 
North Itichmond ,, 
Ulchmond 
North-cast 
North·Wf'St 
South-east 
South-west 
Sydenho.m 
Opawo. 
St. Mnrtln's 
Deckt•nhnm-

F/8hl'rtoD 
Linwood 
Ayoruddc 
Sprcydon 
Woolston 

Total of City 

New Brighton 
Sumner 
It"ttrlton 
A arou 
Rlccnrton 
A!!hburton 
Tim:uu 
Grmldlne 
Trm11kn 
Wnlm:~.te 
Oamnru 
Hampden 
xn~eby 
l'olmerRton 
Wnlkounltl 
Port Chalmers 
West Hnrbonr 

DusEDIS' CJl'Y-
VallE•\' Portion 
ll(norl BIIJ 
noslyn 
Moruington .. 
Leith 
Centrnl 
ea w·r~~hnm and sO~tb 

Dnnrdln Portion 
Anderson's nay Por-

Total of City 33,834,620 17,184,144 
~ion 

Total of City •• 

ca1)1tal 
Value 

(LAnd and 
Improve

ments). 

I
I 189~83-1 

670,660 

I 
340,670 
248,302 

2,149,621 
1203,294 
205,462 

1,588,690 
1,538,325 

157,672 
175,458 
383,407 
228,273 

1,912,940 
304,270 

1,412,269 
318,440 
736,201 
848,785 

74,906 
31,442 

263,072 
24,948 
56,760 

522,550. 
191,243 

3,53.&-,650 
360,850 
26.&-,915 
852,857 

2,373,555 
1,992,870 
4,677,525 
2,321,565 

216,630 
117,330 
253,875 

1,668,870 
li6,146 
910,680 
698,486 

20,420,603 

582,666 
711,365 
988,107 
165 ,HS 
627,156 
703,221 

3,552,280 
171,795 
370,145 
443,878 

1,433,755 
30,921 
20,863 
94,789 

105,M7 
372,621 

'225,022 

820,916 
755,960 

1,42.1,805 
902,055 

3,913,404 
4,728,195 
2,086,785 

6021030 

16,219,150 J 

Unimproved 
Value or 

Land 
(Included In 

prcvloua 
CoiUJllD), 

£ 
87,876 

219,219 
174,647 
100,{128 
855,2a5 
103,172 
86.017 

822,293 
6i5,697 
66,135 
46,781 

144,425 
117 ,603 
851,579 
154,846 
592,019 
156,859 
358,484 
268,107 

16,886 
6,146 

77,631 
7,299 

18,884 
183,515 

5A,753 

1,290. 770 
116,900 
07,140 

378,915 
1,286,465 

080,423 
2,779,343 

827,646 
P9,030 
56,525 
711,750 

582,510 
70,245 

334,620 
269,201 

9,243,572 

276,911 
321,845 
2<2,707 

74,541 
198,050 
274,394 

1,678,750 
55,ti0 

130,980 
129,()40 
605,030 

9,6n 
2,588 

24,356 
39,8~3 

120,852 
73,807 

284,609 
239,090 
475,770 
2.'>8,505 

1,8U ,441 
2,192,646 

660,960 

211,965 

6,188,876 
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TABLE sHciwtNG GROSS CAPITAL AND UNIMPROVED VALUES OF EACH BOBOUGR IN 
NEW ZEALAND-contimred. 

Ca ~Unimproved Capital Unlmproved 
pita! Value of Value o( 

Value Land Value J.and 
Borough. I (Land and \(Included In Borough. (Land and (Included tn I Improve- lrevlous Improve- &;evious 

menta). olumn). menta). • lumn). 

1,072:550 1 
£ £ £ 

st. Kllda .. 311,900 Alexanflm .. .. 96,053 15,070 
f;reen l!!land •• .. 395,935 85,305 Arrowtown .. ~1,510 3,375 
Mmj;tlcl .. .. 272,8~0 ~5,680 QUI~rnstown •. .. 65,596 H,565 
RoXloUf'!Zh .. .. 42,760 5,969 Oore .. .. 930,830 828,286 
T.a.wrence .. .. 111,339 29,76.f Matnuru .. .. 206,722 74,84-R 
Tapanni .. 42,805 9,075 Winton .. .. 115,~42 39,365 
M!lton .. .. 203,7U3 55,946 ln\·PrCArgJII .. 4,005,504 1.,7-!0,106 
.HR.lcluth!l. .. .. 301,730 111.137 South InverCarglll .. 306,931 136,221 
Kaltanrnta .. .. 112,521 31,538 Rh·crton .. .. 146,938 48,540 
Cromwell .. . .. 81,004 16,212 Blull .. .. 307,322 103,100 

TOWN DISTRICTS. 

TABLE. SHOWING GROSS CAPITAL AND UND:l:PROVED VALUES OF EACH TOWN DISTRICT 

(OUTSIDE THE JURISDICTION OF ANY COU~"'TY) IN NEW ZEALAND. 

' Capital \u~mproved 1': Capital Unimproved 
Value I \alae of \ Value Value o( 

ToWD District. (l .. ,nd and i (ln~~:,>,lln li Town District. (Land and Land 
(included In Improve- I previous Improve- previous ments). I. Column). menta). Column). 

' £ £ 
'I 

£ £ 
Hllrnrangl .. .. 90,825 31,020 waverle~· .. .. 101,716 41,932 
Warkworth .. .. 98,330 29,150 Gonvllle .. .. 

887 ·',~~ 29.a.,373 
Hf!lensville .. .. 208,825 82,375 Castlccllff .. .. 401 ,05J •. , 199,230 
New Lynn .. .. 331,R75 153.945 Rangataua .. 34,:1!2 10,238 
Glen Eden .. .. 112.415 62,475 l!angn.weka :: .. s; ;so-t 22,295 
IDiersUe .. .. 333,355 147,965 Hunten·lllc .. .. 96,045 37,325 
Wnlnkn .. .. 240,265 126,260 Bull's. .. .. 59,128 24,441.1 
Papatoetoc .. .. 437,435 23-1,040 Manunnl .. 71,048 25,748 
M:lnurewa .. .. 283,865 157,155 lfurtlnborou~b .. 179,747 53,710 
:Papakuro. .. .. 260,450 138,140 Johnsom·lllc .. 206,354 u~t·Ol Tuakau .. .. L45,995 79,045 Upper Hutt •• , .. 2i5,049 u 9,633 
Huntlk .. .. 229,925 96,225 Tahunnnul .. .. 115,996 . 6,900 
Te Pn e .. .. 273,775 145,502 Tlnwnld .. 133,640 ~ ~4,665 
Mntamatn. .. .. 450,325 256,750 Plensant Point .. 105,905 51,570 Mango. papa .. .. 435,006 179,420 Nlghtcups .. .. 66,765 15,895 Taratfalt> .. 228,099 134 ,9U Otautau .. . .. 132,498 50,197 Havelock North .. 298,765 137,051 LlliDllden .. .. 53,981 15,20 Man ala .. .. 115,290 44,324 Wyndham .. .. 123,679 50,895 
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TAXATION. 
REPORT OF THE ( mmiTTEE APPOINTED TO Ti\'()UIRE INTO THE TAXATION OF TilE 

DOmNION OF NEll" ZEALAND. 

Laid 011 thP- TohlP- f?( the Hnus(', of Representoti1'PS 7J,Ij l.MVP. 

The Right Ron. \V. F. Massey, P.C .. PrimP l\IinistPr of New Zl'a]and, \VI'llington. 

Srn,-- \VPilington, New Zealami, 30th .Jww. 1H22. 
\V<', thr mPmlwrs of the Committ('P on Taxation, appointPd hy yon to inquin~ into tlw 

taxation of the Dominion of Nt'\V Zealand, have tlw honour to rrport as follows:-
2. Tlw Conunit.tPe was appointPcl from namrs submitted by various S('et.ions of tl1P eomTnnnity, 

as srt out lwreunder :~ 
Rf'J1frsenting Chambrrs of Commerce: Edward Anderson, AucklanU; Pf'tf•r Harr, DIIJH•Ilin; 

\Valter Gow. DunPdin ; \V. D. Hunt, \Vellington; GeorgP Shirtelifft>, \VPJiingtor1. 
RcprPsenting Farmers' Unions: John Bit~hencr. 2\LP., Oamaru; EwPn A. f1imlplwll, 

\Vanganui; A. Leigh Hunt, \VPllington. 
Represt>nting Shecpowners' Federation : \Villi am Barton, F<'atlwrfo;ton : Bernard TriPP~ 

Timaru. 
Representing New Zealand Society of Accountants: Ernest W. Hunt. Wellington. 
Representing LaM!>ciety: T. Shailcr Weston, Wellington. 
Representing Industrial Association and manufacturing interests: C .. T. "'arcl, \VPllin::.,rt.on. 

3. The sittings WC'fl' comrnrnccd in \Vellington at 10 a.m. on Monday, the Hth :\'lay, nl22, wlwn 
yon were good Pnough to mret the Committee and address it as to its duties and fun<:tiun.'l. 

4. On your suggestion the election of a Chairman was ]pft to th<' CommitteP, and l\Jr. \V. 1>. Hunt, 
of Wellington, was appointed to the position. 

5. As no order of referrncP was provided, the Committee prepared a Rhort statPmt'nt of tlH' work 
which it was considered necessary to cover, and the following statcm<~nt of dutiPs was subs<'qtwntly 
submitted to you and met with your approval:-

" That the functions of the Committee are to inquire into--
.. (1.) The taxation of the Dominion of New Zealand in all its aspects; 
·· (2.) The effect of existing burdens of taxation upon the general prosperity of the Dominion, 

and the directions of change, if any, that are necessary or desirable in the intPrPst.'l 
of the country . 

.. (.3.) For the purposCs of the above inquiry the Committee will require information from 
GovcrnmPnt Departments as to the revenuP and rxpenditurc for 1•ach year since 
1913, and also the system of taxation in force in other English-speaking countries. 
The Committee will hear considered evidence and suggestions from representatives 
of the ])roducing, industrial, and labour organizations, and other classes of taxpayers; 
such cvidcncl' and suggestions, as far as possible, to be submitted by typewritten 
statements in triplicate." 

6. The first sitting-day was spent in prepa:fing a list of certain information which it was consid(·rrd 
would be required, and this information the. Commissioner for Inland Revenue promised to have 
prepared. It was also arranged that advPrtiscmcnts should be inserted in the newspapers of the four 
main centrcs--"Nelllngton, Auckland, Christchurch, and Dunedin~inviting considered evidence on 
taxation questions. . 

In order to provide an opportunity for the preparation of the information requested, and to giv~ 
those who might desire to tender evidence the nrccssary time to prepare it, thf' Committee adjourned 
until Tuesday, the 23rd May, 1922, at lO a.m. 

1-· B. 5. 
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7. The Committee resumed on the 23rd May, and was occupied continuously in taking evidence 
and examining returns until Saturday, the 3rd June. The following week-from Monday, the 5th June, 
1llltil Saturday, the lOth June-was spent in discussing all the questions requiring to be dealt with·, 
and resolutions were subsequently adopted covering the various matters considered. 

8. A sub-committee, consisting of the Chairman (Mr. W. D~t), and Messrs. Ernest W. Hunt,.-
George Shirtcliffe, and T. Shailer Weston, was appointed to D draft report for submission to 
the full Committee at a meeting to be held on Tuesday, the ne. The final sittings of the 
Committee lasted from the 27th to the 30th June; when the report was completed~ 

9. While evidence was being taken and discussed, the Commissioner for Inland Revenue, Mr. 
D. G .. Clark, was in attendance, and gave, OJ- obtained from his own and other Government DeJ:art
ments information as desired from time to time. Colonel G. F. C. Campbell, Controller and AudJtor
Gener~l, and Colonel J. J. Esson, Secretary to the Treasury, also provided valuable _and necessary 
information. The Committee here desires to express its thanks to Mr. D. G. Clark for the very able 
and valuable help and information he cheerfully provided throughout the whole of the inquiry. 
Without his assistance and co-operation, and the data which he placed at its disposal, the Committee 
would have found its task much more difficult. The Committee also desires to express its very high 
appreciation of the evident grasp that Mr. Clark has of the mass of detail relating to his Department's 
affairs. 

10. The Committee also wishes to expres~ its thanks to Mr. W. H. Phillips, an officer of the Inland 
Revenue Department, who acted as secretary throughout the inquiry, and whose knowledge of the 
taxation system of the Dominion proved most valuable. 

11. During the course of the inquiry thirty-one witnesses appeared before the Committee. 
Documents and statements prepared by thirty organizations, representing various sections of the 
community, were examined and considered, as were also seventy-one letters and statements sent by 
individuals, firms, and companies. In addition, the Committee had placed before it a large number 
of specially prepared Government returns, and consideration was also given to numerous printed 
reports of the different Government Departments. 

12. The mass of information which was placed before the Committee was supplemented by the 
personal experience of its individual members during the various discussions and in the preparation 
of the report. 

13. As the result of the deliberations and inquiries of the Committee, the following conclusions 
were unanimously arrived at :-

(a.) That the limits of taxation that this country can bear have been reached-indeed, 
exceeded-and that there is now practically no reserve of taxable capacity. 

(b.) That the higher graduated rate of income-tax has reached such a point that it is drying 
up the sources of revenue, and, if continued, must result in a reduction of revenue 
from these sources, must stop progress and enterprise, and impede production and 
industry. 

(c.) That the income-tax on large companies is the highest in any of the British dominions
considerably higher than in Great Britain, and very much higher than in any other 
section of the British Empire. 

(d.) That land-tax-particularly in the higher graduated rates-is very seriously affecting 
production and development. 

(e.) That tbe rate of taxation on smaller incomes is lower, and the exemptions on these smaller 
incomes higher, than in any other part of the British dominions. 

(f.) That economies in public expenditure are the principal means by which relief from the 
present excessive taxation can be afforded. 

GOVERNMENT EXPENDITURE. 

14. An inquiry into the Government expenditure was not included in this Committee's order of 
reference. In any case, the time available was not sufficient to undertake such a task. The Committee 
desires, however, to record these general observations :-

Bases of Taxable National Income. 

15. This Dominion is now, and is likely for some time to continue, chiefly a pastoral and agricul
tural community, and practically _all our expon:s c_onsist of the products of the land. It is with these 
products that we hav~ to pay the mterest and smkin~ fund upon the whole of our foreign debt, and also 
for the whole of our_ Imports. Our pastoral and agr_JCultural products are the coin with which we pay 
our way. In cons1denng the affaus and prospenty of this country, the relative values of th 
products must be contin~ally borne in mind, and the w~ole community must in the end adjust it:e~~ 
to thes? val_ues. Our m~om~ fr<;>m pastor~! and agncult~ral products must necessarily be this 
count_ltry s gm_de whe1_1 _consJdednng

1
1ts expenditure,dbo_th public and private, and this must continue 

un 1 we are m a pos1t10n to eve op an export tra e m mther manufactured goods or in servi 
16. The values of our pastoral and agricultural products are fixed by export values w~e~ 

wo~ld values. _The average f.o.b. value of our products to-day is not above the average ofc 19~~e 
OWing to the higher costs from farm to f.o.b., the net average price that the farmer recei f h' · 
products is below the 1914 average. The purchasing-power of farm-products in goods a vdes or_ IS 
· b bl 1 'f n services 
IS prot a. yba_s obw tok -d":Y• 1 ndot 

1
Iower, than ~or thfe las~ forty years, and a• a result very little new 

coun ry IS emg ro en m, an a arge proportiOn o our Imported properties are not b ,- · t · d 
d · b k · d · I II f hi h · · emg mam ame an are gomg ac m pro ucmg-va ue, a o w c pomts to a falling-off in production 

17. The published export figures do not disclose the true position. In the 1920-21. · 
to the shortage of ships and the shipping strike, there was a hold-up in the export of m setasond, do":'ng 

d d · h · t th II f h ea an aJrV-pro nee, an , m t e same year, oWing o · e co apse o t e wool-market the 1 I -. , woo -sa es were 
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postponed and ivool also was held up. During the year ended 31st March, 1922, all previous year's 
balances were cleaned up, and the shipping of the 1921-22 production was fairly well up-to-date. 
The safer figures to go on are the actual production in each year_ Th~ latest figures for tim· present 

-- ·~ason indicate that our production of butter will be much ahead of that of last year, ana of cheese 
a 'little more. Meat will be about the same, and there will be a falling-off in wool. ··.· · · 

'In considering these figures it must be borne in mind that the season just closea has been one of 
the best gr9wing seasons experienced throughout New Zealand for some years past, and it is unlikelv 
that next sejason will equal it. One of the best barometers of production by farmers is the importation 
of fertilizers, which for the last year shows a distinct falling-off. 
· 18.· 'fhe British Board _of Trade prepares index numbers in which the average values of Britain's 
imports and exports are expressed in percentages of 1913 values, the index figure for which year is 
taken as .100, They are of such interest that we give them here:-

'! verage Values as Percentages of 1913. Total 
Imports. 

Exports. 
(United Kingdom 

Goods). 
326 
358 
376 
373 
3:!4 
283 

1920-First quarter 
Second quarter 
Third quarter 
Fourth quarter 

1921-First quarter 
Second quarter 
Third quarter 
Fourth quarter 

1922-First quarter 

284 
285 
289 
283 
220 
192 
182 
170 
149 

241 
226 
218 

These figures show that, relatively, Great Britain is still receiving mu~h higher prices for her 
exports than she is paying for her imports. During the first quarter of the current year the mar1,>in 
has widened further in Britain's favour, the difference being 69 points against 56 points for the last 
three months of 1921. The relative values of her imports and exports are really more favourable to 
Great Britain· than the figures given would indicate. These values are taken at British ports. 
Britain, however, brings in imports and sends away exports in her own ships, and freight.• are much 
higher than before the war. 

In New Zealand the position is the reverse. We export what Great Britain imports, and import 
what Great Britain exports. While the average value in New Zealand of our exports is no higher 
than pre-war values, the average cost of our imports delivered in this country is very much higher. 
The outstanding feature of our present trade position is the small purchasing-power of our products 
in the goods and services received from other countries. It is the purchasing-power of our products 
that governs our whole financial situation. 

Expenditure and Loans. 
19. The following statement shows the increase in interest, sinking funds, war and other 

pensions, and ordinary expenditure, between 1914 and 1922 :-
1922. 

Total expenditure 
Less-

Interest and sinking funds 
War pensions 
Old-age, widows', and miners' pensions 

Ordinary expenditure .. 

£ 

8,442,278 
1,722,596 

957,729 

£ 
28,466,838 

11,122,603 

£17,344,235 

£ 

2,887,981 

143,352 

Increase in ordinary expenditure, £8,849,705 = 104 per cent. 

1914. 
£ 

11,825,863 

3,331,333 

£8,494,530 

The following. statement shows the incre~sed borrowing since the 31st :March, 1914 :

Public Debt apart from Sinking Fund. 

1914 
1919 
1920 
1921 
1922 

£ 
99,730,437 

176,076,260 
201,170,755 
206,324,319 
216,827,319 

In addition to this local bodies arc borrowing heavily, largely outside the Dominion, and are 
addina at a very rapid rate to the annual foreign payments that the Dominion has to meet. 

The Committee emphasizes that borrowing, if continued at the above rate, will add, in four and 
a half years of peace, as much to our annual bill for interest and si?king fund ~s the whole a~?~t 
payable in pre-war days. It would seem desirous, therefore, ~hat until the quantity of the Dommwn s 
exports is largely increased no money should be borrowed either l?Y the Government or local bodws 
unless the expenditure of such money will certainly be reproductive. 
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Ra.ilwa.ys. . . 
20. In the last pre-war year-that is, the year ending the 31St iliarch, 1914-the expenditure 

on railways was £3,004,181, the gross revenue £4,191,617, and the net revenue left £1,187,436. For 
the year ending 31st March, 1922, the expenditure was £6,473,233, the gross revenue £6,683,986, the 
net revenue being £210,753. This £210,753 is the only amount available to meet the interest npon : 
the capital of over £41,000,000 invested in railways. The deficiency has to be made up by the tax
payer out of the Consolidated Fund. 

Increase £n General Admin-istration Expenses. 
21. The increase herein, a• already shown, is from £8,494,530 in 1914 to £17,344,235 in 1922, an 

increase of approximately 104 per cent. The Committee recognizes that the Government has already 
done a great deal in the way of effecting economies in public expenditure. Ind~ed, they have done 
more in this direction than many people, who do not realize the true facts, tlunk necessary. The 
Committee d.esires to emphasize that when the country's position is ~onsidered in the light of its 
productive income and the war burdens that it has to carry, more drastiC economy than that already 
announced must be effected. It must be generally recognized that this is not It time for increasing, 
bnt rather for decreasing, public services. Taxation at the present level will cripple industry and 
production, and delay the country's recovery. It cannot be reduced unless strict economy in all public 
matters, and a reduction of public services not absolutely essential, is rigidly enforced. 

22. The Committee ventures to suggest that a sound basis to adopt in connection with the annual 
Budget would be the " taxable capacity of the country" estimated from year to year according to 
the general conditions prevailing, thus reversing what appears to be the present method, of first 
determining the expenditure and then endeavouring to raise the necessary taxation, irrespective of the 
ability or other1vise of the country to respond. 

I ncome·tax. 

23. Of the various taxes imposed in this Dominion, income-tax has since pre-war days been 
increased to a much greater extent than any other tax. The following table is a comparison between 
the ye.ars ending 31st March, 1914, and 31st March, 1922 :·-

TaL 

I 

--------~------------~------

31st March, 1914. 31st March, 1922. 
-· ---- --·---------

Amowtt. 

£ 

1 

Percentage 
to Total. 

I 

' 

Amount, 

-

£ 

Percentage 
to Total. 

.. 

Increase. 

I 
i £ 

Increase 
per 

Cent. 

·---

nco me I 
L 
c 
D 

.. . . . . 554,271 9·37 5,998.885 36·63 I 5,444,614 982 
I and . . . . .. 767.451 12·97 1.635.808 9·99 113 868,357 

ustoms and exciSe 3,553,785 60·05 5.51i0.557 33·89 I 1,996,772 56 .. I eath duties .. .. 613,751 10·37 1.514.844 9·25 

I 
901,093 147 

Other taxes . . .. 
' 

428.776 7·24 1.675,560 10·24 1,246,784 290 
I I 

For the year ended 31st March, 1921, the income-tax collected amounted to £8 248.945 which 
was an increase of 1,388 per cent. over 1914. The reduction in 1922 was caused by ;edu~ed income 
notwithstanding an increase in the rate of tax. ' 

24. The huge increase which has taken place in the taxation of incomes in this country since the 
commencement of t~e war made ~he inc~me-tax one of the mo~t important subjects of this inquiry. 

25. In cons1denng the q_uestwn of ':"come-tax, the Comrmttee had to keep in mind the vast 
change that has_ taken place m ~he tax s1~ce the c~mmencement of the war. Previously income-tax 
was a comparatively small portiOn of ones expenditure. The changes in the tax brought about by 
the war have. been mainly in two directi~~s-(a) t_:u: enormous incre~se that has taken place in this 
country and_ m all o~her parts of the BritiSh dormm?ns,. as well as m most countries of the world ; 
and (b) the mtroductwn of the graduated system, which mcreases the rate of tax with the income 

26. The. graduated o~ progress~ve system of income-tax is now almost universal, but only su;_ce 
the war ha• 1t been extensively put mto force. · 

27. '!'he world's experience ?f very heavy and steeply graduated income-tax, which most countries 
a~e now called upon to hear, IS so short as to make the ~rawing-up of definite conclusions vcr 
difficult. The wnters of only a few years ago had no eXJ>erwnce of conditions such as w y 

· h h d h 1 · h e are now passmg t roug , an t e cone usmns t ey may have come to in connection with the h 
11 • • f h · d very muc smah er phropo~JOhnatehi 1hncome-tax o td e11~ ay cannot he taken to definitely apply to income-tax 

sue as t at Wit w c we are now ea mg. 
28. Notwithstanding the change in the application of income-tax Adam Smith' f · 

may still be accepted as a sound foundation. These are:- ' 8 our maXIms 
(1.) "The su~jecta of rery Stat·~tu!lht to con_tribute towards the support of the Govern

men ":' near yhas poss1 e mh. phroportwn to their respective abilities-that is in 
proportiOn to t e revenue w 1c they respectively enjoy under th t t' ' f 
the State. e pro ec. Ion o 

(2.) " The tax which each individual is bound to pay ought to be certam' d t h' 
Th t . f t th f an no ar 1trary. 

e 1me o paym~n , e manne! o payment, the quantity to he aid ou ht all 
to be clear and plam to the contnbutor and to every other p p ' g 

(3.) "Every tax ought to be so levied at the till)~ or in the manner in erh?nh 't · lik 
1 " to be convenient for the con~rihutor to pay it. IV 

10 1 Is most e Y 
(4.) Every taK ought to be so contrtve<l as both to take out and k t f 1 

of the people as little as possible over and above what 't ~"!' ou. 0 t 1hc J>ockc~ 
Treasury of the State." 1 rmgs mto t e Public 
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. 29. ':"hile t.hese ~ules still cannot be disputed, they are hardly sufficient to cover all the problems 
mvolved Ill dealing With the very heavy graduated system of taxation which now obtains. lnequaliti<'s 
and anomalies that were not seriously felt when the taxation was smaller and proportional become very 
serious matters when it is heavy and steeply graded. 

30. Other important aspects of income-tax must now be considered. These are
( a.) lncidence.-The tax must as far as possible be put wl1ere it will stay. 
(b.) Payment.-The tax takes such a large proportion of income that if paymenL is long 

postponed with a fluctuating income it may become due at a time when losses arc 
being experienced and payment therefore is difficult. It is important, therefore, 
that payment of tax should follow as closely as possible the earning of the income. 

(c.) Graduation.--In a steeply graduated tax the percentage of income taken changes so 
greatly as the income increases that a fl1•ctuating income, unless carefully watched 
pays a much higher rate of tax than a steady income of the same average amount. 

(d.) Losses.-The percentage of income taken by taxation is now so great that it is absolutely 
necessary that years of loss should be a set-off against years of profit. All losses 
incurred during any year should be a set-off against profits made in other dircctioJJS 
during the same year. 

31. It is very difficult to make a comparison of the exact rates of income-tax on individual 
incomes in Australia and New Zealand, because the exemptions vary so much in the two countries. 
Estimates made by the Committee show, however, that the differences are of no material importnnct•. 
The lower incomes in New Zealand pay less than in most of the Australian States, and very much less 
than in England, but when £10,000 a year is reached the tax in New Zealand is the highest in the 
Empire. 

32. The difference in methods of dealing with profits of companies in New Zealand and the Com
monwealth of Australia makes it impossible to tabulate a comparative statement. While there is 
little difference in the rates charged against individual incomes in the two countries, the very heavy 
rate on companies in New Zealand makes the amount of income-tax per head of the populat,ion 
very much higher than in Australia. For the year ended 31st March, 1922, of the total amount of 
income-tax obtained in New Zealand, 69·8 per cent.-or, say, seven-tenths of the total-came from 
companies, and three-tenths from individuals. 

33. In Australia the State charge the companies direct, but the tax is comparatively small, 
ranging from ls. in the pound in the case of Victoria to a maximum of 3s. in the pound in the case 
of Queensland, this latter amount being paid only where the company's operations have proved very 
profitable. Shareholders in the Australian States do not pay State income-tax on their dividends. 
'l'he Commonwealth Government charges companies 2s. 8d. in the pound on their undivided profit", 
but nothing on the amount they pay out as dividends. Shareholders pay on these dividends the 
graduated rate that applies to their total income. The recent Royal Commission on Taxation in 
Australia has recommended that the Commonwealth Commissioner of Taxes should be the only 
authority to collect income-tax in Australia, the land-tax going to the States. If this recommendation 
is put into effect it will end direct taxation on companies in Australia, except on their undivided 
profits. 

34. In England there is a corporation-tax of ls. in the pound, which must not exceed 2s. in the 
pound on the undivided profits. In most cases, therefore, the tax is something less than ls. in the 
pound. In addition to this, companies pay 6s. in the pound income-tax as agents for their share
holders, who adjust direct with the Income-tax Department, and obtain rebates where the graduated 
rate on their incomes is below the 6s. rate. The recent British Budget proposed a reduction to 5s. 

35. Unlike England an<l Australia, companies in New Zealand arc taxed as a distinct entity, 
and the highest graduated tax is charged on all incomes of £10,000 a year or over, the result being 
that any company in a large way of business will almost certainly be called upon to pay tax at the 
maximum rate of 8s. 91d. in the pound. 

36. The foregoing sets out. the unanimous opinions of the Committee on the question .of income· 
tax generally, but with regard t~ c_ompany taxation the Committee failed. to agree, the following 
resolution being passed by a maJonty of sevw to three, two members bemg absent and one not 
voting:--

This Committee, after hearing and receiving evidence from numerous sources, has arrived at 
the conclusion that income-tax should be paid by the individual ultimate recipient. 
The Committee realizes, however, that at the present time this may not be practicable 
or expedient, owing to the necessity under such a scheme of increasing rates to a limit 
above the taxable capacity of the individual with a moderate income. 

Company Taxation. 
37. It is now proposed in regard to ~ompany taxation to set out the views of the Committee

first of the majority, and then of the mmority-the names of the members adhering to each view 
being given. 

38. The majority report on this question is as follows:- . 
(a.) New Zealand is the only British country which adopts the system o( colle<·.tmg !,'rllduated 

tax from a company as if it were an individual. With the ~aximnm. ra~e of 8s. 9gd. }? the pom.'d it 
means that companies are paying away almost half of their profits m .mc~me·t.ax. lh~ Committee 
received a very great deal of evidence as to the effeet of company taxatiOn ~n t~Is Dommwn, an~ the 
whole of this evidence condemned the method, and many examples of Jts Ill e.ffects were given. 
Although evidence was invited from all taxp~yers th~ou~h. the medmm of the pubhc Press, none was 
offered in favour of the present system or agamst the mdivid.ual. s?Rtem. . . 

(b.) The principle of graduated income-tax is that the mdivJdual With a. larger m.~ome can spare 
a larger proportion of each pound for taxatwn purposes than can the uullVldual "Ith the smaller 
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income. It is submitted that if this principle is right it should apply to all concerned. It cl?arly 
does ai>ply under the English system of inc~me-tax, an.d, with the exce~tion of the comparat1v~ly 
small company-tax in the Australian States, 1t also apphes to the Austra~an system. In co~pames 
in this Dominion, however, all shareholders, large and small, are taxed ahke, and the small mvestor 
bears the same rate of tax on his di,~dend of £10 as the large investor on his di~dend of £1,000. There 
appears to be an impression that large companies are owned by wealthy men, but this is not the case. 
Large companies in New Zealand and Australia are mainly supported by the savings of people who 
are either comparatively poor or of very moderate means, and wealthy men appear largely to seek 
other forms of investment. 

(c.) The Commissioner for Inland Revenue, in his evidence before the Committee, stated that, 
of the total capital invested in company shares of all kinds in New Zealand, one-half was owned by 
people whose incomes were so small that, even with the di~dend~ on their shares added! they would 
be free from income-tax on account of being below the exemptwn rate. Of the remammg half, a 
considerable portion was owned hy people of comparatively small means, and it would take three
sevenths of this remaining half to bring the incomes of those who receive the dividends up to the 
maximum exemption. Only four-sevenths of this remainder would he taxable, and the great bulk 
of this at a comparatively low graduated rate. 

(d.) The evidence of the Commissioner for Inland Revenue was horne out by the evidence of 
the Commonwealth Commissioner of Taxation given to the recent Royal Commission in Australia. 
The Australian Commission considered a proposal that instead of charging companies 2s. 8d. in the 
pound on their undi~ded profits only, and charging shareholders income-tax on their dividends, the 
companies should be charged a flat rate of 2s. 8d. in the pound on all their profits and let the shareholder 
have their dividends tax-free. The Federal Commissioner stated that this would result in yielding 
an additional revenue estimated at £1,197,036, and probably save his Department £100,000 per annum 
in costs of collection ; but the Commissioner went on to say,-

" There are slightly over 200,000 shareholders in companies who do not at present pay 
Commonwealth income-tax, because their total income is less than the amount of the general 
exemption applicable to their cases. Under this scheme, however, these persons would suffer either
(1) Reduction of their dividends by deduction by the company of the company's tax applicable to 
the di~dend (even though the company may not be of!iciully regarded as paying tax as agent for 
the shareholders) ; (2) reduction in the amount of profits available for distribution by the company ; 
or (3) reduction in the amount available to reserves, and therefore reduction in the value of the 
shareholders' interest in the company. 

" The number of shareholders who are taxable at less than 2s. 8d. in the pound is approximately 
25,364. These persons would suffer in similar manner but to less extent than the present non
taxable shareholders. Their rate of tax on other income would be reduced, but their indirect tax 
on dividends would be increased. 

" The number of shareholders who are taxable at more than 2s. 8d. in the pound is actually 
2,636. These persons would be benefited by reduction in their rate of tax payable on their income 
other than dividends, and by their indirect tax on dividends being reduced to the company's flat rate. 

" The revenue would therefore increase at the expense of approximately 225,3(;4_ persons, and 
would confer a distinct benefit, by reduction of tax, on 2,636 persons. There would be a considerable 
reduction in working-costs to the Department. It is extremely difficult to form an accurate idea of 
the probable reduction in costs, but it should amount to about £100,000 per annum. This gain to 
the Commonwealth" would, however, be achieved at the expense of shareholders in companies who 
individually would have been non-taxable, or whose rate of tax would be less than the company's 
rate." 

Both the New Zealand and Australian figures emphasize the fact that, generally speaking, the 
capital of companies is pro~ded by the savings invested by people of very moderate means. In 
this connection, the members .of the .Austra~an Royal Commission, although in agreement upon very 
few matters, were qmte unammous m turmng down the proposal to tax companies at a flat rate of 
2s. 8d. in the pound, the following being an extract from the Australian report on this matter :-

"There is no need to traverse the arguments advanced in support of the mBthod under discussion 
beyond saying that its comparative simplicity and greater productiveness are purchased at the cost 
of so great a degree of inequity that we have no hesitation in unanimously deciding that it is a 
method that cannot be recommended for inclusion in a system of taxation which it is intended should 
rest upon' a sound and equitable basis.'" 

(e.) On the recent returns submitted to the Committee approximately 57 per cent. of the total 
taxable incomes of New Zealand were from individuals, and 43 per cent. from companies. This 
43 per cent., however, would not be taxable to the same extent but for the fact that the profits of 
shareholders arc aggregated for taxation purposes. If the incomes had been treated individually 
only two-sevenths would have been taxable : that is, under an individual system the taxable income 
derived from companies would be comparable with the taxable incomes derived from other sources 
as two-sevenths of 43, or 12, would be to 57 ; yet under the New Zealand system of taxation the 12 
pay 70 per cent. of the income-tax and the 57 pay 30 per cent. In other words, every pound of 
income draw~ from companies that would be taxabl~ ~n the. ha~ds of th~ shareholder pays as much 
tax as £11 of mcome drawn from other sources-a pos1t10n whwh 1s clearly meqnitable. 

{f.) Although no evidence was offered to this effect, statements have been made that shareholders 
in companies in New Zealand would object to the tax being put on di~dends instead of being paid 
by the company. The figures set out above prove that any such objection would be erroneous It 
must ~o ~bvious th~t. if companies ~o 1_1ot pa.y income-tax t~po~ that portion of their profits ~hich 
they d1_stnbute as diVidends, they will e1ther have more to d1stnbute to shareholders or more to add 
to reserves. 
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(g.) It is 'submitted that for the effective carrying-on of trade and industry upon a Iaro-e scale on 
modern lines, mobilization of capital in joint-stock companies is essential. Countries 1\;hich have 
developed t~is method to the ftillest extent are in the lead so far as wenlth, power, general comfori, 
and prospenty are concerned. Trade and industry have grown beyond the nbilit.v of individual 
capitalists to deal with efficiently. The extent to which this development has tnkei1 plaee in New 
Zealand is shown by a return submitted by the Commissioner for Inland Revenue, which stntes that 
91 per cent. of the capital employed in tra.<fe and industry is in joint-stock company form and only 
6 per .cent. in p~v!'-te hands. Further developm.ent and progress must depend iarl'<'ly' upon t.lie 
extenswn of the JOmt-stock method. Whatever JS done to discourage such enterprise will rrtm·<l 
progress, and, if carried to an extreme, will make it quite impossible for the Dominion to expand as 
it ought. The motive power which promotes the establishment of any industrial undertaking, or 
of any company having such objects in view, is the prospect of profit. Necessnry capital will lll'V<'r 
be forthcoming unless the prospect of adequate profit is fairly secure. Such profit must. be large enough 
to assure I'easonable return upon the investment, and at the same time to provide such sufficirnt rc~u~r\•c 
as will assure investors that the business is being conducted on safe lines. The creation of reserves 
is essential to the successful carrying-on of any business undertaking. It is the means whereby 
companies can maintain and extend their business, and to create a condition which prevents the 
building-up of this precautionary standby must have a very bar! effect upon t.hcir successful opernt.ion 
and progress. Under the existing basis of taxation the building-up of reserves is almost. impossible, 
and the result is that companies are unable to extend operations, and development is prevented. 
Reserves are an essential factor in successful company organi1.ation, and should be rcusonnhly 
encouraged wherever possible. If any company, existent or prospective, cannot do this after paying 
all charges, including taxes, then it is inevitu ble that it must either restrict its business or cease 
operations. 

(71.) The rate of profit obtained by a company is largely fixed by competition, and if this competition 
comes only from other companies similarly situated, then, all being on the same level for taxation, 
they will pass the tax on to their customers. Where, on the other hand, companies are doing a class 
of business which comes into competition with other organizations such as private firms or individuals 
who pay very much lower taxes, then unless such companies arc very much more efficient in their 
organization the tax cannot be passed on. A striking example of this is in the case of eompanies 
formed by financed farmers. The present company taxation is so high that the tax cannot be passed 
on because the borrower could not possibly pay it, the result being that if this tax is continued, such 
companies must cease to lend to farmers, and either find some more profitable form of investment or 
discontinue business. 

(i.) If the present specially heavy tax is continued on investors in companies, the result will be 
that these investors must get a return from their company investments at least equal to that which 
they could get in other directions, otherwise they will not invest, and will attempt to withdraw that 
which they have invested. If, however, a general graduated tax were placed on the incomes of all 
individuals, no matter from what source derived, it would tend to stay where it was put, for the 
reason that no change of investment would enable its avoidance. It is clear, however, that one country 
cannot tax investors for a lengthy period at a higher rate than that charged hy another country 
within easy reach and equally desirable to live in or invest in. 

(j.) We are convinced that the taxation of joint-stock companies at the present graduated 
system and at high rates will seriously affect this form of enterprise. The tax is at a penal rate, far 
beyond any other in the British Empire. Companies are faced with the alternative of passing the 
tax on to their customern or ceasing business. In either event it is a loss to the community. From 
the point of view of the community as a whole, the question to consider is one of service. The com
munity requires a form of organization that will give it the best form of service at the lowest possible 
cost. There are certain activities which require large capital in order to give efficient service, whil•t 
there are others in which better service can be given by small concerns. If, however, an investor 
has to pay a high graduated tax if he puts his capital into a large concern, anrl can escape it by put.ting 
it into a small concern, then clearly the former will not get his capital unless it can show him that it 
is in a position to pass the tax on to its customers. This in turn means a handicap to the customer 
that mavin the end be a greater evil than the handicap to the investor. 

(k.)- Under the New Zealand system of taxation, individuals with large incomes can, and do, 
escape the graduated tax applicable to such incomes. On income received from money lent at 
interest, or used in an individual trade or business, or in farming, or on income (•arned by personal 
exertion, the spread between the small anrl the wealthy man is the full extent of the graduated tax, 
which in this countrv at present is 8s. 9f,d. in the pound. This is not, however, the position with 
respect to other class~s of income. On income derived from shares in companies, or from Government 
war bonds or on income derived from tax-paid company debentures that have been largely issued 
recently by co-operative companies and others, there is no spread at all, the small and the wealthy 
being all on the same footing. .On income .derived from !~cal-body rlebentures the spread. in. tax is only 
2s. 6d. in the pound, and on mcome denved from ordmary company debentures 3s. m the pound. 
It is as well to examine the results this system brings about. Take the case of a wealthy man whose 
taxable income is £10,000 a year. He pays £4,400 a year income-tax, hut decides that he must avoid 
this, and accordingly calls in half his investments and buys tax-free war bon~s. A~ ~he present market 
price these bonds will return him over 5 per cent. net, clear of tax ; b~t m ad.drtwn to that he has 
changed hi.• taxable income from £10,000 a year to. £.~,000 a yea_r, and his tsxatwn-rate. from ~·· 9~d. 
in the pound to 5s. 9~d. in the pound, so that h1s change of mvestn·.cnt not only bnngs hrm .oy-er 
5 per cent. on the best security the country has to offer,. but saves h~m £750 tax on his. remammg 
£5,000 of income, which is equal to another ! per cent .. mterest on hrs \~ar bonds, makmg h1s net 
return on these equal to 5i per cent. To take another mstance : ~ssummg the s11me man chang~s 
half his investment (a) to shares in companies that he finds are so srtuated that they can pass thmr 
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tax on to their customers ; (b) to company debentures on which the companies havec undertaken to 
pay t<~.x; or (c) to preference shares in companies: in all these cases the saving of tax on his "first 
£5,000 of income which comes about through making the change of investment adds ! per cent. to 
the income he gets from the new investment. The same effect, but in a lesser degree, takes place if 
t.he same man can change half his investment.s t<> local-body debentures carrying ·2s. 6d. tax to 
company debentures carrying 3s. tax, or to shares in small companies ca.rrying a moderate rate of 
tax. The result is that men of large means are gradually transferring their capital to those invest
ments where there is little or no spread between tlie small and the wealthy. Under a strictly individual 
svstem of income-tax this could not take place. 
- {l.) Let us illustrate the effect of the present system of taxation :-

In the case of freezing companies it is quite clear that the whole of the taxation must of necessity 
be passed on, and will ultimately reach the producer. Generally speaking, the freezing industry can 
only be carried on by companies bearing the maximum amount of taxation, and this is reflected to 
the full extent in the freezing-charges. To a very great extent, also, expenses incurred by these 
freezin!( companies-such, for instance, as the cost of coal, and shipping charges (also affected by the 
present system of taxation)-adds to the burden which the producer finally pays. 

The evidence of gas companies affords an example which indicates how wages and the cost of 
living are increased by income-tax. These companies in evidence stated that, in costing their gas, 
income-tax is a regular item in the cost-sheets, and is worked out at so-much per thousand cubic feet 
of gas. Coal, which is also an important factor in their costing, and which is affected in the same manner, 
also increases the price of the gas to the consumer, as also do the charges of the shipping companies 
for the carriage of·the coal. It will thus be seen that in the case of these companies the whole of the 
taxation is passed on to the consumer and materially increases the cost of living. If the position is 
examined it "~II be observed that in the end this high rate of taxation on certain classes of companies 
must finally affect the cost of living. 

Ample evidence was submitted by companies on which farmers depend very largely for finance 
and various other services. The amount owing to stock and station (including farmers' co-operative) 
companies has been estimated at approximately £25,000,000; but, unlike freezing companies, these 
concerns cannot pass on the whole of the taxation. The effect on the producer, however, is much 
the same. With income-tax standing at 8s. 9~d. in the pound, it means that in order to get the pre· 
war net rate of interest these companies would have to charge from 11 per cent. to 12 per cent. for 
loans-rates which farmers cannot possibly pay. Consequently no farmer can get a new advance 
from any such concern at the present time. The companies as they collect the advances must 
therefore utilize the money for other purposes, and the farmer has to do without the finance. 

Other lending institutions-such, for instance, as fire and life insurance and general investment 
concerns-have in the past advanced very largely on mortgage investment, but they are now driven 
out of this particular business by the very heavy taxation on the interest they would receive. To 
get a new rate of 6 per cent. on mortgages they would have to. charge 10! per cent., a rate which 
clearly coulrl not be paid .. The effect is that finance is only being carried on by the aid of the 
Mortgages Extension Act-undoubtedly a most unsatisfactory position. If taxation were placed 
upon the individual instead of the company a large amount of money would again become available 
for investment on mortgages at reasonable rates of interest, and do much to hasten the repeal of the 
Mortgages Extension Act. 

(m.) If production and industry cannot be supported on the joint-stock principle, there is no 
other system to take its place with anything like the same efficiency where the mobilization of capital 
in large blocks is required. The~e are very few individuals in this country wealthy enou:;h to take 
up very large undertakings on then own resources, and under present conditions no wealthy individual 
w.ould borrow for su~h a purpose, for the_re~so':' .t~at the high graduated income-tax would prevent 
h1m from accumulatmg fund~ to reduce h1s ha~:nht1es. Further, t~e h~avy death duties that a large 
estate h~s ~ow to pay make It .alt~gether too nsky for a we~lthy .mdi~Idual to cr.rry heavy liabilities 
~un.n.g. hiS hf~t1me, as such duties m themselves form a suffic1ent liability. A large estate with heavy 
habilities havmg death duties added might easily be forced into bankruptcy. 

(~.) '!'he same d1ffirulty stands m the way of private firms operating in a large wny. The 
co~phcat10ns caused by the \~Ith<I:awal of capital through the death of a partner and by death 
duties have always to be borne m mmd, and t.hese prevent operations on a large scale. 

(o.) ~lanufa~ture f.or exQort-~uch, fo_r mstance, as the manufacture of wool :n'.o tops, and 
other desirable mdustnes whwh m.Ight. easily be undertaken with advantage to the ccuntrv cannot 
?e undertaken where heavy taxa~10n Is plac~d on companies. Such companies could not· compete 
m the markets of the world agamst competmg companies organized in othe• c t · h th · d' "d 1 f · · . · ' • oun rws w ere e m IVI ua system o taxation 1s operative . 

. (p.) The injustice of levying an incom~-tax of 8s. 9iid. in the pound on a company with a large 
capital, when suc!I co!"pany may be. earmng a very small dividend, was frequently referred to in 
the course of the mqmry. It was pomted out that it was anomalous that a "th ·t 1 f £200 000 · £ . company WI . a cap1 a 
o , say, , , earmng 10,000 a year~'·'·• 5 per cent on it.• cap· 1"tal should b t 1 t th · te · h · 1 . · - e axer a e same 
1a . as a ~ompany Wit ~ capita of £50,000 earnmg £10,000 a year-a profit e ual to 20 er cent 
on Its capital. No practicable suggestion has been made wll"reby th' · · t9 b p d. d th h" h . c IS IDJUS Ice can e remove 
un er · e syst"m w IC taxes compames as one unit nor is it aJlparent how 't · 'bl d tl 

t t to I . ' I IS pOSSI e Un er 1e presen oys em overcome t 1e anomaly whwh renders it impract'1cabl f 1 · · 
t th h' h t f · 1 · e or arge compames owmg o e 1g ra e o mcome-tax, to end money on mortga"e except at a rate of 1· · t t tl b' 
cannot. afford to pay. ~ , n eres 1c orrower 

(q.) The present system of taxing companies which is peculiar to N z 1 d h b · 
operati f 1 d . ' ew ~ea an as een Ill . on or many years. n pre-war ays mcome-tax was at the low '. 
and was proportional and not graduated Tl h rate of 1s. 4d. m the pound, 
the war came the graduated system wa~ ad~pe t~d ar~edwas then. carried. without difficulty. When 

, n compames contmued to be taxed as one 



9 B-5. 

~ntity. It was then, however, looked upon as a war measure only. War-time taxation cannot be 
continued in peac~-ti_me without destruction of industry, ultimately drying up the sources of revenue . 
. · . (_r.) As a maJOrit-y of the Committee we are of opinion that the country should adopt the 
md!v!dual system o~ taxation, taxing companies. on their _undivided profits only. It is recognized 
that such a change, 1f made at once, would occaswn a considerable loss of revenue, or would increase 
rates to a limit beyond the taxable capacity of individuals having a moderate income. Nevertheless 
we strongly recommend that the change should be contemplated, and that the finances of the 
country. should, from now onward, be planned so as to make possible the introduction of this very 
necessary refo_r~ at the _ea~liest date practicable. _The re~ommendation does not in any way aiT<'ct 
our strong opmwn that 1t IS absolutely necessary, m the mterests of production and for the benefit 
of the Dominion generally, to immediately reduce the present graduated rate of income-tax to a 
maximum rate of 5s. in the pound. · 

NoTE.-The members adhering to the foregoing views arc-Edward Anderson, Peter Barr, John 
Bitchener, Ewen A. Campbell, Walter Gow, E. W. Hunt, W. D. Hunt. A. Leigh Hunt, however, 
expresses partial dissent (see pages 14, 16, and 17). 

39. Minarity Repart an Company Taxatiou.-Reasons against the alteration of the incidence of 
incOme-tax from companies to individuals :...L 

(a.) No evidence was heard from sl1areholders in companies or private traders, both of whose 
interests would be affected by the change. We must therefore assume that they do not desire any 
alteration in the present system. . 

(b.) Companies have the following advantages:
(1.) Shareholders' liability is limited. 
(2.) The transfer of shareholders' interests is greatly facilitated as compared with liquidation 

of partnership or individual businesses. 
(3.) Companies can finance by giving security over floating assets in a way that private 

traders cannot do. 
(4.) Companies do not have to make provision for death and succession duties. 
(5.) Aggregation of capital enormously increases the power of companies to trade in a 

large way. 
(6.) The continuity of existence of an incorporated body such as a company enables it to 

take fuller advantage of the natural growth and expansion of the Dominion than 
an individual. This enables a company to withstand more easily the ,effect of an 
excessive income-tax upon the capital value of its shares. 

(c.} It is a fallacy to argue that the individual shareholder is at present taxed at the maximum 
rate on the profit that he makes. It is not his capital but the aggregation of capital that earns the 
profit and is so taxed. 

(d.) Individual shareholders as such take no part in the profit-earning of a company, but 
generally invest their savings in such an enterprise in order to secure a tax-free investment, the 
small shareholders getting the benefit of the larger contributions of capital in combination with 
their own. 

(e.) In view of the foregoing advantages possessed by companies and their shareholders, and the 
fact that companies are profit-earning units, it is reasonable and fair to other traders that the unit 
that makes the profit should pay the tax. We believe the soundest principle to follow in New 
Zealand is to tax the unit which actually earns the profit. 

(j.) The transference of the tax from companies to shareholders would operate to the unfair 
advantage of companies as against private traders in competition with them, and would encourage 
the growth of powerful companies and combines or trusts to the disadvantage of the general public. 

(g.) Even if shareholders received higher rates of dividend or the value of their shares were 
increased (which is by no means certain) they would have to pay in other ways in order to make np 
the revenue shortage : e.g., the Commissioner of Taxes gave evidence that the proposed change in 
the incidence of company taxation would mean that the rate of income-tax on all taxable incomes 
of individuals between £300 and £2,000 would have to be at least doubled. 

(h.) Business during the last thirty years has been based upon the present system of taxing 
companies instead of individuals, and the proposed change in its nature would lead to many injustices : 
e.g., holders of preference shares would pay income-tax instead of receiving their dividends tax-free. 

(i.) Payment of income-tax by companies ensures ease, economy, and certainty of collection. 
The opportunity for evasion is limited. • 

(j.) A heavy income-tax is really equivalent to a levy upon capital. The present income-tax, 
now that the era of abnormal prices is over, must result in a diminution of the value of the capital 
employed in every branch of trade and industry, just as the increase in t~w rate of land-tax a!Iects 
the value of land. The capital in all trades and manufactures will be ultimately affected, although 
no doubt the capital employed in some w~ll be affected less _than in others,_ o~ing to differences of 
potentiality and latent powers of expansion and the varymg nature of mdiv1dual management. 
This depreciation of capital values has to be faced by all, whether individual traders or comp~nies. . 

(k.) The rate of interest prevailing in every country depends upon the amount of capital avail
nble therein for investment as compared with the strength of the demand for it. The average rate 
of interest required for capital in each branch of trade or industry tends to be the same after allowing 
for an additional percentage to cover the differences in the risk involved in each trade or industry. 
Whether or not income-tax is paid by the compan!es or by the indivi~u~l shareholders, the capital 
value of the shares of such companies will be determmed by these two pnnc1ples. 

(!.) The present _problem is not so much the incidence ?-" the -yeight of the tax, _caused by _its 
steep graduation, which we agree should stop at not exceedmg 5s .. m the pound. It 1_s our opm1~n 
that under present conditions this is not relatively an overwhelmmg tax for compames to pay m 
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return for the many advantages that they possess, and we believe that tl1ey could stand up against 
it and continue to carry on their important functions with advantage to their shareholders and the 
community. On the other hand, we are at one with the majority in thinking that most companies 
cannot continue to exist and return reasonable dividends to shareholders under a maximum tax of 
Rs. 9!)d. in the pound. 

NoTE.-The members adhering to the foregoing views are- William Barton, George Shirteliffe, 
Bernard Tripp, C. J. Ward, and T. S. Weston. 

40. The Committee has unanimously agreed that, in the interests of the prosperity of the 
Dominion, encouragement of its industry and production, and to prevent unemployment., it is 
essential that the present maximum rate of income-tax should be reduced to 5s. in the pound. The 
reasons for this recommendation can be briefly summarized as under :-

(a.) New Zealand is a young country, and has hence not yet aec'!mulated sufficiently large 
stores of private wealth to enable it to finance public municipal and private undertakings. In this 
respect the Dominion is behind the States of Victoria and New South Wales. 

(b.) An immediate reduction in the rate of income-tax would quickly bring about an all-round 
reduction in charges, and consequently a reduction in the cost of living, and an improved feeling 
generally. 

(c.) Enterprise would be stimulated, and concerns which are now restricting their activities owing 
to heavy taxation would be encouraged to go on. The present high limit of Ss. 9~d. in the pound 
stifles enterprise, and inve.stors subject to such a high rate will not embark on new undertakings or 
the extension of old ones with the prospect of halving all profits with the Government, and, in the 
event of failure, accepting liability for the whole of the losses. 

(rl.) The scale of graduation rises too steeply in New Zealand. Few private incomes exceed 
£10,000, and the graduated rate reaches up practically to the limit of such incomes. In the United 
States the graduation is much more gradual. The present heavy graduated tax was imposed as a 
necessity due to the war, and with the promise that the burden would be lightened at the very 
earliest moment. 

(e.) The present high rate largely prevents the influx of capital from outside. 
{f.) The immediate loss of revenue from the reduction of the rate to 5s. in the pound is estimated 

by the Commissioner for Inland Revenue at approximately £1,000,000. The Committee, from its 
knowledge of the position of the Dominion, considers that the effect of an immediate reduction of 
the maximum graduated rate would within a comparatively short period bring in more revenue than 
the amount likely to be received by the retention of the present rate. 

The following resolution was passed unanimously :-
That the Committee is strongly of the opinion that under the present excessive bnrden of 

taxation the progress of the country and a return to normal conditions are being 
retarded, and many business undertakings necessary to the welfare of the country are 
being seriously handicapped. The Committee is, therefore, further of opinion that the 
seale of taxation should be immediately revised to provide for a maximum rate not 
exceeding 5s. in the pound, and that any deficiency in income from that source should 
be provided by Government economies in administration. If the reduction indicated 
is made, the improved feeling that it will bring about will so stimulate production and 
industry that the loss of income will quickly be made up. 

The Committee on this question reiterates that the rate of taxation on smaller incomes is lower, 
and the exemptions on these smaller incomes higher, than in any other part of the Empire. 

Reducing the Exemption. 
41. The question of reducing the exemption rate below £300 was fullv considered by the 

Committee, but the expressed opinion of the Commissioner for Inland R eve1:ue was to the effect 
that the c.oast of handling the largely increased number of returns would rome to considerably more 
than the mcome-tax to be collected from new taxpayers. It was obvious, therefore, that it would 
be useless to lower the exemption rate, and after very careful consideration the Committee decided 
not to recommend that the present exemption of £300 should be reduced. 

NoTE.-From this section of the report A. Leigh Hunt expressed di.<,•JJt (see pages 14 and16). 

' 
Carrying Forward of Losses. 

42. The Committee receiyed a con~idera?le amount of evidence on the question of the carrying 
forward of losses, or of allowmg years m whwh losses are made to be set n(b•gainst y!!ars in which 
profits. are mad~. In England traders are allowed to average results for u :f,.:riod of years, but the 
Committee cons1~ers that the method most suitable for New Zealand conditii,r:. would be to permit 
loss~s to be earned forward to the next year's account. The following resolution was unanimously 
carned:-

That provision for years of loss should be made by permitting losses to be carried forward . 
for not mo!e than. three years unless previously extinguished, and that a start should 
b~ made w1th the. m.eome-tax returns that are now coming in and on which income-ta" 
wtll have to he pa1d m February, 1923. 

Deduction of Losses fr= Profits. 
43. Evidence was received on the question of taxpayers b~ing allowed t t ff 1 d · 

certain directions against profits made in other directions in the same Y<'ar and oh set] o oss":s f.'a.de ';' 
As an example of this, under the law as at present existing losses m~de in b .Y w sa!ne/nr '."' ua . 
not allowed to be set nf! against salaries or interest. ~r otlwr .profit• Tl uC~mcss.totr m. arfmm~ ~re 

' · w ·omnn ce JA o opmwn 
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that this is inequit.able, and that. each individual should only be asked to puy a tax on his lll't 
income. It is therefore recommended that, in arriving at net income, losMes in one und(•rtaking 
should be as a set-off against profits made in another direction. The following resolution wus 
unanimously passed :-

Losses made in one or more directions should in all cases be allowed as deductions from 
profits made in other directions. 

LAND-TAX. 

44. (a.) Land-tax in New Zealand is charged on the w1improved value of lund. The rate is 
ld. in the pound on taxable balances of £1,000 and under, increasing at the rate of 1/20000<1. (·(XJOOu) 
until £138,000 is reached, when the maximum rate is 7H,d. in the pound. These rates arc subj<•ct 
to a super-tax of 33!d. Land-tax must be considered with income-tax. In New Zealand in 
arriving at a landowner's taxable income the Department deducts 5 per cent. on the unimproved value 
of the land on which land-tax is paid. 

(b.) Land-tax differs from income-tax in that it is in the nature of a rent charge, payable from 
year to year, irrespective of any profits accruing from its occupation. · 

(•1.) The right to occupy land in New Zealand is deemed by the State to be a privilege for whi<>h 
the occupier should pay, and such payment becomes a first charge upon the land, and precedes all 
other debts and liabilities. 

(d.) In Appendix A appears a table comparing the land-tax in New Zealand with the combined 
State and Commonwealth land-taxes, on land of a similar unimproved value in the various Australian 
States. This table, however, is misleading, as the unimproved values upon which tax i• paid are on 
a much lower basis in Australia than in New Zealand. The Australian Year-book shows that the 
total amount of land-tax collected in Australia, in State and Commonwealth combined, during 1920 
amounted to lis. Rd. per head of the population, compared with £1 5s. 9d. per head in New Z<•aland. 
It gives, too, the total unimproved value of land in Australia, including Tasmania, in 1918 as 
£200,041,457, whereas the unimproved value in New Zealand was £260,921,812. 

(e.) The allowance for improvements in New Zealand is not nearly sufficient. It is a compara
tively simple matter to assess the total capital value of land, but the unimproved value is always 
fixed much too high. It is safe to say that in very few cases in New Zealand could our improved 
country lands be brought from their absolutely unimproved state to their present improved condition 
for very much more than the amount allowed for improvement by the Valuation Department. '!'he 
Committee considers that some means must be devised which would result in making a much greater 
allowance for improvements; 

45. It should be mentioned here that in discussing land-tax the Committee is going into 11 

question which affects the towns almost equally with the country. The general impression, particu
larly amongst country people, is that land-tax is largely a country matter, and that towns arc not so 
much interested ; but this is not the case. Approximately seven-sixteenths of the total land-tax 
collected in New Zealand comes from towns, and nine-sixteenths from the country. 

46. On account of land-tax having to be paid when there are no profits, much of the cvid<>ncc 
received was in the direction of substituting income-tax for land-tax. A series of tabl<•s haK bc<•n 
prepared, and are set out in Appendix B, w!Uch shows the advantages and disadvantages of land and 
income-tax, as against income-tax alone at present graduated rates, both on properties of variouH 
sizes and on profits of various amounts. This table also shows the crushing effect of the combined 
graduated land and income tax upon large landowners. '!'he tables are designed from the point of 
view of the owners of country lands and not town lands. In arriving at the total amount of capital 
used it has been assumed that under the present system of land-valuation the unimproved value of 
the land is 60 per cent. of the total investment, and that the other 40 pe• cent. consists of stock, 
plant, and land improvement•. Some highly improved farms would have a larger percentage in 
stock, plant, and improvements, and a smaller percentage of the total capital for unimproved land ; 
other verv lightly improved properties would have a larger percentage of the total capital in unim
proved Ialld-Values, and a smaller percentage in stock, plan~, ·and improvem~~nts; _hut on the average 
it is thought that on the present system of land-valuatwn the assumptiOn will not be far out. 
Properties are taken at an unimproved value ranging from £2,400 up to £210,000, and the total 
capital value ranges from £4,000 up to £350,000. The profits assumed are 2! per !'ent., 5 per cent., 
7~ per ,cent., 12~ per cent., 15 pe~ cent., and 20 per cent. .'I'hese perc~n~ages are aft.•·r de~ noting. all 
expenses excepting only land and mcome tax. The table mdwates that 1t !B now practwally nnpossJb!e 
under p;esent graduated systems of taxation to carry on farming and pastoral operations in n large 
way in this countrv. 

47. From the' evidence submitted to it the Committee was much impressed by the fact that the 
burden of land-tax, added to the increased heavy charges that the farmers now have to pay, is being 
felt se,•crely by them, and will prohably lead· to ~ reclu~tion in outp':'t. A deer?"""· in p~oduction 
would he a serious matter for New Z<>aland, espemally w1th the large mcrense winch 1s takmg place 
in our annual bill for interest and sinking funds on foreign debt, and which has to be paid in farm
produce. It is clearly essential that production should increase and not decreaRe. 

4R. For the reason stated, the Committee is strongly of opinion that an immediate reduction in 
the lund-tux iR neeessarv and recommends that this should take the form of the removul of the sup•'! 
land-tax of 33! per ce~t. This would mean a loss of £:375,000 of land-tax revenue. 'fhe following 
resolution wns pas~cd unanimously:- . . 

That this Committee recommends that the super-tax on land whwh was levied a• a war 
measure he abolished as from the !st April, 1922. 

4!l. Consideration was given to the fuct that a n~mber of land?wners have during the past season 
been obliged to pay their land-tax, or a portion of 1t, out of cupl:al. '!'here are undouhtedly nmny 
cas<'" of hardship in this respect. The Commonwealth of Austraha, and some of the States, make 
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special provision for rebate of the land-tax in certain cases of hardship. The Committee considers 
that where a landowner can prove conclusively to the Commissioner for Inland Revenue that, with
out deducting interest on borrowed money, he has no profits on which to pay land-tax, and this 
notwithstanding the fact that he has worked his property in a proper and workmanlike manner, the 
Commissioner for Inland Revenue should have power to remit that portion of the land-tax which is 
really being p~id out of capital. The following resolution was carried unanimously :-

That the Commissioner for Inland Revenue be given discretion, by legislation next session, 
to remit the whole or part of land-tax levied upon an occupier in respect of rural 
lands which, though worked in a proper and work-manlike manner, have not produced 
sufficient, after deducting expenses of working (including local rates, but not including 
interest on mortgage of land or stock, or interest upon the value of such land and stock 
if unmortgaged), to pay such tax in whole or part. 

50. From the evidence put before it. the Committee bas come to the conclusion that the graduated 
land-tax, which was originally imposed from the point of view of. bursting up large landed estates, is 
now no longer required, and that it now has the effect of preventmg the development of much of our 
land. A great deal of our hill country in New Zealand cannot produce more by close settlement; in 
fact, it often produced less in this way, at in?reased cost t~ the country for ~oading, &c. A gre~t 
deal of this hill eountrv can be more economwally broken m and developed m large blocks. It r• 
lands that can be cultivated, or that are suitable for dairying, that produce more when closely settled. 
Purely pastoral hill sheep-country will often give better results in fairly large blo?ks. The Committee 
is therefore of opinion that the present graduated system of land-tax should ultlmatcly be abohshed 
in favour of a flat rate, with a reduction on the smaller holdings, together with safeguards to ensure 
that the land is properly worked and not merely held for specul~tion. The. graduated income-ta:" 
provides a sufficient surcharge on the larger holder. The followmg resolutwn was passed unam
mously:-

That the Committee is of opinion that the graduated land-tax as at present imposed is not 
in the best interests of the country, inasmuch as it tends to restrict production and 
enterprise, and that a flat rate should be substituted. 

51. It was pointed out that, under the law as it stands, holders of small and moderately sized 
blocks of land subject to mortgage are escaping both land and income tax by reason of the deductions 
granted. They are allowed to deduct the amount of a mortgage from the value of their unimproved 
land for taxation purposes, and thus escape land-tax; and for income-tax purposes they arc allowed 
a 5-per-cent. deduction on the whole of the unimproved value of the land without deducting mortgage. 
Thev are also allowed to deduct interest on mortgage. It is obvious that there is one deduction too 
mar;y, and it was unanimously resolved-

That the allowance of 5 per cent. upon the unimproved value of land allowed in computing 
taxable incomes be limited to the amount of the unimproved value upon which land-tax 
is paid. 

52. Local bodies owning endowment and other lands pay no land-tax, and this appears wrong in 
principle. If these lands escape, it means that higher rates have to be paid on other lands to bring 
in the necessary revenue. There appears to he no reason why local bodies, when they lease these 
lands and obtain revenue from them, should not pay land-tax in the same manner as private owners. 
It was unanimously resolved-

That all lands owned by local bodies and leased for revenue purposes to persons, firms, or 
companies should be subject to land-tax on the same basis as privately owned lands. 

53. The question of land-tax levied on Native lands was brought before the Committee. Large 
blocks of Native lands held in trust for a large. number of Natives, and leased. by the trustees to 
Europeans, are taxed on the grad.uated scale as rf. they belonged to one owner. The result in many 
cases Is that a very large proportion of the rent, m some cases almost the whole of it, goes in land
tax, and there is often little, and sometimes nothing. left for the Natives. We have nofhad time to 
go closely into this matter, and have no recommendaticm to make beyond this :-

That. fr?m the state~er:'ts made .to. the Committee it a!'pears as if an injustice has b<•cn 
mfhcted on the Natives, and It IS recommended that rt should be inquired into. 

DouBLE TAXATION. 

54. The question of dual taxation on British companies operating in New Zealand was considered 
N~w Z?"land is, a.nd will be for r:nany Y.ears to come,, in the development stage, and the Committe; 
thmk~ rt most desirable that ~mts1de caprtal, and partrcularly British capital, should be attracted and 
not discouraged:. The Comnutt~e was mf~r~1ed ~hat a satisfactory arrangement had been arrived at 
~Jetween t~e Br1t1sh ~nd Australian authorities With regard to the taxation of British rapital invested 
m ~ustralia. .Th.e Comr:n•ttee ~as been unable to learn exactly what this arrangement is, but feels 
sBa~r~fihed th.at 1r~ 1sNnotzm 

1
thed mtebres

1
t of New Zealand to permit conditions for the investment of 

flt!s cap•t:' m ew ea an to e ess favourable than in Australia. The following resolution 
carrted unammously :- was 

That the questiotsn of dduatll tatxa~r1'o1 n be
1

fll;rthBer .c.onsider~d with the British authorities, and 
arrangemcn ma e ra WI resu t m r1trsh capital invested in N z 1 d b · 
placed in a position at least as favourable as in Australia J>rovid d cw l,ca an emg 
d t t B 't' h · b ' c sue 1 arrangement. oes no pu ri rs mvestors on a etter footing than New Zealand investors. 

TAx oN DEBENTURES. 

55. The question of taxation on the interest received from investrnents · d b t f bl' 
b d. d · f 11 · • m c en ures o pu w o res an companres was u y considered by the Committee At tl · · 
debentures issued in New Zealand pay a tax of 2s. 6d. in the po~nd wl ~el ~resent btuue

1 
pubhc-body 

, uc 1 Is met y t w debenture-
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holders, who have the right to claim on the Department for a refund where their taxable iueonws ttrc 
below the 2s. 6d. rate. The effect of this is that all public-body debentures issued in Nt•w Zealand 
bear a maximum graduated rate of 2s. 6d. instead of Ss. 9gd. in the pound. Similarly, the tax on 
debentures in public companies is the maximum rate of 3s. in the pound on the same basis. 'l'hc 
Committee believes that one object of the differentiation was to encourage the lending of money to 
public bodies, but does not feel that this is a sufficiently st.rong reason for treating the resulting income 
differently from that received from other sources, thereby creating an anomaly, and, consequently, 
an injustice. Take as an example money ]ent to farmers to assist production, the interest on whil'll 
may be taxed at a maximum graduated rate of Ss. 9gd. in the pound. This, in effect, acids to the 
cost of all money borrowed by farmers, and makes it extremely dillicult for them to secure the 
accommodation they require. The Committee therefore unanimously resolved-

That interest received from investment in debenturt•s of public bodies and companies should 
be taxed at the same rate as that from other sources, and the scpurat.c ussc~smcnt under 
subsection (3} of section 112 of the Land and Income Tux Act, Hll6, should be abolished. 

TAXATION ON GovERNMENT AND LocAL-BODY TRADING CoNCEitNS. 

56. The Committee has carefully considered the question of charging income-tax to public bodies 
aud Government trading concerns. Such concerns in general have either replaced or come into 
competition with privately owned undertakings which have to pay income-tux at the usual rates. 
Certain public utilities are provided in ono town by companies which pay income-tux, and in another 
town by municipal enterprise which escapes tax, with the result that the town served by a company 
has to pay increased charges for the services rendered in order to cover the tux, and indirectly, 
therefore, bears part of the tax;ation which t.he other town escapes. It is the opinion of the Committee 
that, if Government or local-body trading is to operate, it should do so on even terms with private 
enterprise, and should accordingly bear the charges and taxes to which private undertakings arc 
subject. Under no other conditions is such competition fair, or in the interests of the community. 
Publicly owned undertakings are carried on with borrowed money secured on the credit of the 
ratepayers, and therefore cannot be taxed on the same basis as companies. It would themfore he 
necessary, for taxation purposes, to assume an income based upon a fixed percentage of the total 
amount of capital employed, and this might be fixed at a lower rate when capital is borrowed within 
the Dominion than when borrowed from foreign lenders. The following resolution was unanimously 
carried:-

That income-tax, equivalent approximately to the average rate paicl by cmupanies, be paid 
by all public bodies and Government trading and publicly owned ntility undertakings, 
and the tax arrived at by assuming income based on a fixed percentage of the total 
amount of capital employed. 

Evidence was given to the effect that the State Fire Insurance Department was placed on u 
better footing as far as ineome-tax on overseas treaty reinsurances is concerned than is the (•asc with 
private fire-insurance companies operating in the Dominion. 'rhe Committee con~idcrcd thut aH 
should be on the same footing, and unanimously resolved-

That in the matter of treaty reinsurances the Sate Fire Department should be ]'laced on the 
same basis as re_gards taxation as privat.e insurance companies. 

PROPRIETARY LwE-INSURANCE CoMPANIES. 

57. The question of the taxation of proprietary life-insurance companies was considered. 'l'hc 
profits of these companies retained by the proprietors cannot be looked upon in the same light ns the 
surpluses of mutual life-assurance associations, the whole of which are divisible amongst their 
policyholders, and which receive special consideration. The following resolution was carried 
unanimously :-

That the income of proprietary life-insurance companies should be treated, in assessing tux 
in the same manner as that of ordinary trading companies. 

BoRING OPERATIONS BY CoAL CoMPANIES. 

58. Evidence was put before the Committee on the question of boring operations by coal-mining 
companies. Money spent in this direction is now treated a.s capital expenditure! and ca~not be 
deducted as an expense for income-tux purposes. It was pomte~ out that. there Is a cmmdcra hie 
difference between boring operations to test a new coalfield a_nd bormg opcrutwns thu~ ure contmually 
required to locate the continuity of a coal-sea_m already _bcmg worked, and that tins latter class. of 
boring should be treated as working expenditure. This appeared reasonable, and the followmg 
resolution was passed unanimously:- . . . . 

That boring operations in order to prove th~ positiOn ~nd contmmty of a coal-scam already 
hein« worked should be treated as workmg expenditure. 

" 
WASTING AssETS. 

59. Representatives of the coal-mining industry cl~imed th~t they s~ould be allowed u certain 
allowance for working out a wasting asset. The Comnuttee constderetl tfns claun to be a rcuHormhlc 
one, and passed the following resolution unanimously;- . . 

That a similar allowance be made to coal-mme owners for the exham;tton of coal as IM now 
allowed to owners of areas of milling-bush for the exhaustion of timber. 

DEI'RECIATION 01~ GooinVJLJ. oN LEASEHoLu. 

60. Consideration \\'as given to the question of allow~nces fo_r iucun~e-t.ax }Jllrpo:;cH of the amouut 
paid for the goodwill of a leasehold which must necessarily vamsh durmg the currency of the lease. 
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The Committee considered also this a legitimate deduction from income, and the following resolution 
was carried unanimously :-

That in the opinion of the Committee the amount paid for the good will of a lea•e should be 
admitted as a deduction from income, spread equally over the period of the. lease. 

EARNED AND UNEARNED bwoME. 

61. The differentiation which at present exists, and the manner of its application, is found to be 
causing considerable dissatisfaction, and stronA representations were made by many who are 
concerned as recipients of military and civil pensions to the effect that such pensions should not be 
classed as unearned income. It was also urged that income derived from the investment of the 
savinas of a life of strenuous endeavour are equallv entitled to be termed "earned income." It 
has b';,en strongly contended that there is a real difference in " taxable ability " between income 
derived from personal effort and that from the investment of capital, however acquired. In any 
case, admitting this to be so, it is extremely difficult to decide under which heading pensions should 
stand. 

The Australian Roval Commission on Taxation (with one dissentient) decided in favour of the 
principle of differentiation, as also did the British Royal Commission of 1920, in both case~ fixin.g a 
maximum beyond which it should not apply. It was, however, urged that arguments whwh fairly 
apply in older countries, where there is an accumulation ?f inherited wealth, c~nnot be bel~! to &J!ply 
with the same force in a young country, such as New Zealand, where there Is· comparatiVely httle 
inherited wealth, but where incomes are either being earned or have resulted from the personal 
effort and savings of those who enjoy them. · 

After giving full weight to all these considerations, and recognizing the extreme difficulty of 
discriminating between the two classes, the Committee adopted the following resolution :-

'l.'hat, owing to the difficulty of classing earned and unearned income, the distinction should 
cease. 

NoTE.-On final consideration of this subject, Messrs. E. W. Hnnt, A. Leigh Hnut, and '1'. S. 
Weston clissented from the resolution. 

SALES AND TURNOVER TAXES. 

62. ·A considerable amount of evidence was received in connection with the taxes which are in 
operation in Canada and other countries, genera11y known as ""sales and turnover taxes." A great 
deal of the evidence went to show that these taxes are being operated in other countries with more or 
less success, but the Committee concluded that the information available in New Zealand was not 
sufficient to enable it to arrive at a definite judgment as to the advisability or otherwise of adopting 
either. The Committee, however, strongly recommends that inquiries be made as to thP .working of 
these taxes, and that all possible information should be obtained with regard to them, with a view to 
ascertaining whether it is worth while bringing either of them into operation, wholly or partially, in this 
country. The Committee is further strongly of opinion that, even if either tax were adopted, it should 
not be looked npon as a source of additional revenue, but should be nsed to relieve existing taxation. 
It is felt that the country requires less, and not more, taxation to enable it to progress as it should, 
and that additional taxes, no matter in what form, unless accompanied by reduction to at least an 
equal extent in other directions, would only add to the already heavy load, more especially if they 
involve additional cost of collection. lt is suggested that the only object of exploring new avenues 
of taxation shoulrl be to ascertain whether their adoption would result in the better and more equitable 
distribntio.n of the taxation load at present borne by the country. 

GENEHAJ •. 

63. Representations were made by individuals and others regarding the incidence of taxation on 
particular interests, regarding which the Committee has no recommendation to make. 

The Committee is so strongly of opinion that the reductions in taxation which it bas recommended 
are necessary in order to rest?re confidence, stimulate production and industry, and promote employ
ment,. that It con~Iders that if all efforts to rednc.e public expenditure and restore the profit-earning 
~apacit.y of the railways, aided by the Rmall additiOnal taxation suggested, fail to meet the reduc.tion 
Ill the _revenue of. approximately £1,375,000 which it is estimated our recommendations, if adopted, 
wJIJ brmg ahout, It would be better for .th~ Government to face a deficieney in its accounts for even 
two Y.ears, rutht;r than t.o conti!Iue existmg. land and income taxes on their present scale. The 
followmg resolutiOn on tins questiOn was carried unanimously :-

That in the opinion of the Committee it wo~ld be preferable for the Government, after every 
effort has been ma?e to red uc~ e.xpenditure, to face a moderate deficiency for even two 
years than t~ contmue the ~xistmg land and income taxes without giving effect to the 
recommendatiOns for reductiOn already made. 

64 .. '!'he. present rates of taxation are a tax. o!' industry and production, both of which are essential 
to the progres~ and development of the Donmnon. To continue these excessive rates will tend to 
lessen procluct.IO!l and consequently the volume of taxation. On the other hand the Committee is 
strongly of ~pmwn tl.Iat a reduction in taxation will attraet outside capital to the 'Dominion and by 
the general mcrcase m the. pr~sperity of the Dominion and its people, "ill quickly make u

1
; for 'any 

revenue lost by the reductiOn m the rate. 

d 65. 'l'he C?mmittee wi~hes to emphasize in the most forcible manner possible that legislation which 
~n ~ ~o restrwt the earmng-powers of the individual mnst retard the wealth and prorrress of the 

onnmon as a whole. In this connection the following views which were recent] e~ >rcssed by 
~1r. F. Appleton, the Secretary of the British Federation o£ Trade uni·o b yt d 1 

" 'l.'l 1 . . - ns, may e quo e :--
~e most un >appy of prevailing assumptions is that taxing capital relieve• labour 'l'o the 

extent t at the Government needlessly takes capital by way of taxes, it is responsible for ~nemploy-
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ment. Jnrome-tax is said to be the most equitable of all taxes, because it places the hurdt•n where 
the money is. Up to a point when the tax absorbs too lnrl'e a proportion of the income, the inel'lltivc 
to effort is reduced, and men fail to maintain their maximums. That point has been rt•ached to-day. 
Thousands of capable men are disheartened, and they are resenting the attt•mpt to plarr too larl(r a 
proportion of their earnings at the disposal of bureaucracy. This is bad for everybodv, but particularly 
is it bad for the thousands of unemployed. They, together with those who rlaim to rrprrsPnt tlwn;, 
should insist upon the tax being reduced, and upon the money r<•maining where it cnn be us"'] to 
promote the good of indJL•try." 

RECAPITULATION. 

66. The Commit.tee arrived at unanimous decisions on all matters except (a) taxation of rom
pani~s, (b) earned and unearned income, and (c) r<>dnction of exemption on income-tax. 

In the case of (a), "company taxation," the majority favour the taxation of sharehold<•rs in 
companies on their dividends and taxing companies on their undivided profits only, tlw chau~c to be 
made at the earliest date that the finances of the country will permit. The minority favour taxation 
of the companies direct. 

In regard to (b), "earned and unearned income," the majority favoured the abandonment. of the 
present distinction, reverting to the old system. The minority favour the present system. 

In regard to (c), "reduction of exemption on income-tax," the majority favour the present 
exemption of £300. The minority, consisting: of one member, favours the rxemption on unmnrri(•d 
persons being reduced to £200. 

67. A recapitulation of the unanimous decisions and recommendations by the whole Committee 
is set out hereunder-

( a.) That, as a first step to reduce taxation, it is imperativ<• that further substantial 
economies in administration should take place, and that the public expenditure of 
the Dominion should be still further reduced. 

(b.) That, in order to stimulate production and industry and lessen unemployment, the scale 
of income taxation should be immediately revised to pro\~de for a maximum rate not 
exceeding 5s. in the pound. 

(c.) That a system permitting the carrying forward of losses should be adopted. 
(d.) That losses made in one or more directions should be allowed as It deduction from profits 

made in other directions. 
(e.) That the question of double taxation be discussed )Vith the British authorities. 
(f.) That interest from company and public-body debentures should be taxed at the same rate 

as income from other sources. 
(g.) That all Government and public-body trading undertakings should be subject to land 

and income taxes, and that the State Fire Department should be taxed on the same 
basis as private insurance companies in respect to overseas treaty reinsurances. 

(Tt.) That proprietary life-insurance companies should be taxed on the same basis as ordinary 
trading companies. 

(i.) That certain boring operations of coal companies should be treated as working expenditure. 
(i.) That coal-mine owners should be treated on the same basis as sawmillcrs with regard to 
· allowances for wasting assets. 
(k.) That the amount paid for the goodwill of a lease should be apportioned over the term 

of the lease, and admitted as a deduction from income. 
(!.) That careful inquiry should be made as to the working of the sales and turnover taxes in 

other countries, with a view to ascertaining whether it is desirable to adopt either of 
them in this Dominion, but only as a relief to present taxation. 

(m.) That the super-tax on land, which was levied as a war measure, should be abolished 
as from the 1st April, 1922. 

(n.) That discretion be given to the Commissioner for Inland Revenue to remit the whole 
or part of the land-tax of an occupier of rural land which, though work<od in a proper 
and workmanlike manner, have not produced sufficient to pay such tax in whole or 
in part. 

(o.) That the allowance of 5 per cent. upon unimproved value of land be limited to the 
amount of unimproved value upon which land-tax is paid. 

(p.) That all lands owned by local bodies and leased for revenue purposes shall be subject 
to land-tax on the same basis as privately owned lands. 

(q.) That, in order to stimulate produc.tion and .industry, land-tax sho':'ld be levied at a 
flat instead of a graduated rate, With deductiOns on the smaller holdmgs. 

In conclusion we the members of the Committee, desire to assure you that we have fully 
realized the dit!icdltv ~f the problem set before us, and we recognize that in the final settlenwnt of 
the question you have no easy task. We hope that the result of our inquiry as presented in this 
report may prove useful, and that the Government may see its way to le~~slate in the directions 
suggested. 

We have, &c., 
W. D. HuNT (Chairman). 
E. ANDERsos. A. LEIGH HuNT. 
PETER BARR. ERNEST W. HuNT. 
'VILI.tAM BARTON. G. SHIRTCLIFFE . 
• JoHN BtTCHENBR. BEnNARD 'fmPP. 
E. F. CAMPBELl.. CnARI.ES J. WARn. 
WALTER Gow. T. SHAI•.ER WEsTON. 
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RESERVATION. 

REDUCTION OF INCOME-TAX EXE?dl'TION. 
As I find myself unable to subscribe to the section of the general report dealing with the above 

subject, I submit the following statement and recommendation :-
In New Zealand the exemption (£300) allowed on income before taxable income is reached is 

hif(her than in Great Britain or in other parts of the British Dominions, as will be seen by the 
following: Britain, £150; Canada and New South Wales, £250; Queensland, £200; Western Aus
tralia, £156 for married persons and £100 for single persons; Victoria and South Australia, £150; 
Tasmania, £156 for maiTied persons and £125 for single persons. 

There appeJLrs no reason whatever why this Dominion should adopt a higher exemption than 
obtains in the countries cited. I am not, however, prepared to recommend its reduction to married 
men, believing as I do that the burden on the family man is quite sufficiently heavy at the present time. 
I am, however, strongly of the opinion that the exemption should be lowered to £200 to unmarried 
persons, and it should be applicable to persons of either sex. I fail to see why persons having no 
fainily burdens, who are in receipt of an income of £200 or over, should not contribute their quota 
to the general expenses of the country. This view was supported by evidence of a number of 
witnesses before the Committee, and, in fact, the only argument that has been put forth against it 
is the cost of collection. I fail to see why the cost of collection should be greater in New Zealand 
than in any of the countries above mentioned. I further contend that in this Dmuinion the cost 
should be very much lower than in a densely populated country like Great Britain. 

It is, in my opinion, reasonable to assume that the conditions prevailing in the Australian States 
are very similar to those in this country, and, further, that the policy of a much lower exemption 
adopted in Australia is sufficient ground for believing that the cost of collection is not excessive. 
In the case of Western Australia it is found that it pays the State to collect income-tax Ol\, an amount 
as low as even £100. I do not, however, suggest so low a limit. 

If legislation provides a sufficiently heavy penalty for the failure to submit income-tax returns, 
then the cost of collection will be minimized, and should be no greater per taxpayer than it is at the 
present time. Moreover, the present system could be extended whereby e\·ery employer would be 
required to send in a return to the Taxation Department setting forth the salaries and wages of all 
employees. 

It is impossible to secure any actual data on which to base an opinion as to the amount of 
revenue which would he derived from this source, but I contend that it may be reasonably assumed 
that the amount would be considerable, and would go towards relieving the undue burdens of other 
classes of taxpayers. I therefore recommend-

That the income-tax exemption to un'maiTied persons be fixed at £200. 
A. LEIGH HuNT. 

RESERVATION. 

TAXATION OF COMPANIES. 
I find myself unable to fully subscribe to the section, or to concur in the recommendation of the 

majority report d:aling with the above subject, and I consequently submit the following st~tement 
and recommendation :-

['res_ent System_ of Graduat"4 T~ation.-The present system of taxation of companies is both 
unscien~Ific ~n~ unJust, the ~p~hcatwn _of the ta>; graduated on the aggreg~te amount of profit being 
wrong_ m pn~mple and unfair m practice. For mstance, a shareholder with a small holding whose 
total :nc?me IS less than the e_xemption (£300) pays through the company at the maximum rate of 
8s. 9,d. !n the pound eq~ally Wlth the large shareholder whose aggregate income would entail his paying 
the maXIm~m rate. This results from the operation of the present system of graduation, by which 
a company IS taxed on the ~ggregate amount of ~rofit it makes, irrespective of the relation the profit 
bea~s to the am?unt of capital employed : that 1s to say, a company employing a large amount of 
capital and earmng only a small perc_entage of profit has to pay the maximum tax (8s. 9~d. in the 
pou~d) because the amount of profit It makes exceeds a certain sum, whereas a group of companies 
makin~ the same aggregate amount of profit would pay a much lower rate of tax thou«h their 
respective percentages of profit on capital employed are much greater. Large ~ompa~ies are 
commo~ly composed of a large numher of holders of small interests, whereas the holdings in small 
comJ:ames ~retousu;lly 1r:;u~h 1~eater. To levy a tax according to the height or weight of the taxpayer, 
0~ reve t e o ng Ish tax base_d on the number of windows in the tax Ja cr's dwelling, 
would be_ as reasonable as to perpetuate this method of graduated tax on · I y 

Equua_ble. Sy•tem of Grad11ation.-The only equitable system of g~~d':~~~~e~axation a Iicable 
f~ ~~~b~~t~:.~s. \~~ ~a~ed on the relative prop~rtion of profit to the shareholders' capital J'J:ployed 
burden of tax t' :h IS o say, a compa_ny earnmg 20 per cent. on its capital should bear a greater 
aggregate pro~:ofn e~~h a c:~mpa'¥h ear!ng only£ sal:', 5 per cent., irrespective of the amount of the 
recognized, but evidence of th; rac~cab'!?ess 0

• this '_Ilet?od ?f company-taxation was generally 
apparently insuperable difficultie~ An {~ty 0~ Its appheatw~ gi~en b~for!l the Committee disclosed 
must therefore be found. · a ernative method whwh Is eqmtable and readily practicable 
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~ransferring. Oo,.pany Taz to Individual Shareholder.-To entirely absolve companies from 
ta~~10n would gtve them an undue advantage ~ver the private trader with whom they arc in com
petitiOn, and who has to pay graduated tax on his trading profits. Consequently, tho company being 
a sepa.rate trading entity, should be taxed, if ouly as agent for its shareholders, but companies should 
be umformly taxed. I am therefore unable to recommend the transference of the entire tax to the 
individual. 

Proposed Solution.-To arrive at a method of taxing companies which will avoid the existing 
discrimination between large and small companies already indicated, I suggest the adoption of a flat 
rate of tax on all the profits of companies, whether distributed or not. While this fairly adjusts the 
tax as between large and small companies, it does not, per se, adjust the rights of individual share
holders. To achieve this I recommend a modification of the British system (which may be safely 
followed) whereby the individual shareholder, after receipt of his dividend, may claim an adjustment 
of the difference between the tax already paid by the company as his agent and the graduated rate 
which he is entitled personally to pay. 

Advantages of Proposed Method.-The advantages of this system are : (a) Graduation now 
unfairly applied to the aggregate profits of companies (irrespective of percentage of profit to capital) 
is abolished; (b) the tax is levied on an equal basis on all the profits of all companies; (o) the 
company is recognized as a trading entity which should pay tax as such, or as agent for its share

.· holders ; (d) the collection of tax from companies, in first instance, enables prompt collection to be 
made at the source and reduces evasion to a minimum; (e) the provision for adjustments with 
shareholders ensures that the tax ultimately paid by the individual will be on a just basis, which 
should be the aim of any system of taxation ; (f) the adoption of this system is immediately practicable, 
because it does not involve any revolutionary change in the present method of collection ; (g) it fully 
~nsures the provision of whatever revenue is levied through this channel, and eliminates the 
uncertainty which would inevitably attach to a reversion to direct taxation ; (It) any loss of 
revenue that may be occasioned by the adjustments with shareholders could rightly be equalized by 
a variation of the graduated tax on individuals. 

It has been argtted that the work of making adjustments with individual shareholders will 
entail an expense incommensurate with the benefit to taxpayers, but this is a nebulous bogey, and 
should not be allowed to interfere with the equitable incidence of the tax. There would necessarily be 
a minimum amount of rebate fixed, as it would be absurd to make refunds which would be of no 
benefit to the individual taxpayer, and the retention of these fractions would easily counterbalance 
the book-keeping expense connected with the adjustments generally. From the fact that such 
adjustments are part of the established British system it is reasonable to conclude that they involve 
no undue expense, and that the principle is quite practicable and subject to no serious disadvantage. 

Urgency of Change.-The present system of graduated company taxation being unjust, it should be 
intmediately abolished, its retention being intolerable. The alternative system here recommended 
makes it easily practicable for the change-over to be enacted during the present session of Parliament 
I therefore recommend :-

(1.) That the income-tax on companies be levied on the basis of a flat rate on the profits 
(whether distributed or not). 

(2.) That provision be made for adjustment between the rates of tax payable by 
individual shareholders and that paid by the company. 

A. LEIGH HuNT. 

APPENDIX A. 

LAND-TAX oF AusTRALIAN STATES AND CoMMONWEALTH coMBINED. 

' Vktorln and New South Wul" : South Austrnlb I WeRt Australia I QuocuMiruul lliUI 

Taxable Amo~t. i N uw Zealand. Commonwcnlth and Commonwealth and Commonwealth and Commonwealth Commonwenltb 
combined. combined. i combined. I combined. combined. 

£ £ •. d. £ •. d. £ •. d. £ •• d . £ •. d. £ •. d • 

1,000 511 1 7 7 0 9 8 8 7 7 0 10 1 2 12 11 1 

_2,000 11 13 4 15 4 8 19 8 8 15 4 8 20 1:1 0 27 14 8 

3,000 18 6 8 23 13 0 29 18 0 23 13 0 31 15 6 67 18 0 

5,000 33 6 8 42 1 8 52 10 0 42 1 7 55 12 7 135 16 7 

10,000 80 11 1 97 10 0 118 6 7 118 6 8 124 11 7 305 16 7 

20,000 216 13 4 248 6 7 289 19 11 248 6 7 302 911 706 13 3 

50,000 958 6 8 1,020 16 7 1,124 19 11 1,114 11 7 1,156 411 2,364 19 11 

75,000 1,958 6 8 2,031 5 0 2,187 10 0 2,177 1 8 2,2:!4 7 6 4,375 0 0 

100,000 3,305 11 1 3,208 6 8 3,416 13 4 3,406 5 0 3,479 3 4 6,333 6 8 

150,000 6,541 13 4 5,562 10 0 5,875 0 0 5,864 II 8 5,968 15 0 10,250 0 0 

200,000 8,722 2 9 7,916 13 4 8,333 6 8 8,323 11 4 8,458 6 8 14,166 13 4 

--

3-B. 5. 



APPENDIX B. 

CoMPARATIVE STATEMENT oF LAND-TAX AND INCOME-TAX ASSUMING UNIMPROVED VALUE OF LAND IS 60 PER CENT. oF ToTAL CAPITAL [IN LAND, IMPROVEMENTs, STOCK, 
AND PLANT, AND ASSUMING AN EARNING OF 2! PER CENT. ON TOTAL CAPITAL EMPLOYED BEFORE DEDUCTION OF LAND AND INCOME TAX. 

I I 5 per Cent. I I I I ! Without l.nnd-tnJ:. I 
·-------- ---

on Unim- : PNccnb\ge ------------,-----•,' ExcessofLnnct Un- , Stock, Tot~1l C:qllt-al Net Inromle prontl \'aluc L,n,l-t,ox. on .... t I me d I 
1m proved I Implernt•nkl, "D>i>lo'"'lln on Cnl pl_~~1 Excmp- nllowrd us I Taxable l"tc nco Net Income nn ncomo y, 1 1 Jm " ~ CDlJI O)L-u Income-tax. Unimproved Total Tax. o Capital ( b 1 ) I Tax over 11 ue nm · ' Prop'crt:v b 1 T tlon. Deduction ' Income. Value. I nftcr Taxes ns r ore Excmp·, Tnxnble Incomc-tnx 

Cent.). (40perCcnt.)., an · deducted. Assessable ... 60 per pronWl'nts , d 8tock c ore nxcs from I deducted . . 1 T"',,'.•;,c Lion. . Income. Income-tnx. I only. 

I. I •. 'I 

3
_ •. o. lno

0
o.mc. i deducted. i 

• -~-.2,-_,_,7._+ __ :es.,__-\l ___ ..:e:•·. _____ ,,o::.·_--7-....:'c:.':..· _ 12. ts. u. ts. to. 

I £ 
2,400 
4,500 
6,000 
7,500 
9,000 

12,000 
18,000 
24,000 
30,000 
42,000 
57,000 
72,000 
PO,OOO 

120,000 
150,000 
180,000 
210,000 

£ 
1,600 
:l,OOO 
4,000 
5,000 
6,000 
8, 000 I 

12,000 I 

16,000 
20,000 
28,000 
38,000 
48,000 
60,000 
80,000 

100,000 
120,000 
140,000 

£ 
4,000 
7,500 

10,000 
12,500 
15,000 
20,000 I 

30,000 
40,000 
50,000 
70,000 
95,000 

120,000 
lfiO,OOO 
200,00C 
250,000 
300,000 
350,000 ! 

' 

£ 
100 
187! 
250 
312t 
375 
500 
750 

1,000 
1,250 
1,750 
2,375 
3,000 
3,71;0 
5,000 
6,250 
7,500 
8,750 

£ 
300 
300 
300 
300 
300 
300 
150 

£ 
120 
225 
300 
375 
450 
600 
900 

1,200 
1,500 
2,100 
2,850 
3,600 
4,500 
6,000 
7,500 
9,000 

10,500 

£ £ •. d. 

I 

£ •. d. 
14 6 4 
29 7 7 
41 13 4 
55 4 3 
70 0 0 

103 6 8 
185 0 0 
281i 13 4 
408 6 8 
711 13 4 I 

1,203 6 81 
1,820 0 0 
2. 725 o o I 
4.63:! 0 8 
0,541 13 4 
7,850 0 0 1 
9,158 6 8 1 

£ •. d. 
14 5 4 
29 7 7 
41 13 4 
55 4 3 
70 0 0 

103 6 8 
185 0 0 
286 13 4 
408 6 8 
711 l3 4 

1,203 6 8 
1,820 0 0 
2,725 0 0 
4,633 6 8 
6,541 13 4 
7,850 0 0 
9,158 6 8 i 

2-14 
2-11 
2·08 
2·05 
2·03 
1·98 
1·88 
1·78 
1·68 
1-48 
1·23 
0·98 
0·68 
0·18 

£ 
100 
187! 
250 
312! 
375 
500 
750 

1,000 
1,250 
1,750 
2,375 
3,000 
3,750 
5,000 
6,250 
7,500 
8,750 

£ 
300 
300 
300 
300 
300 
300 
150 

£ 

12! 
75 

200 
600 

1,000 
1,250 
1,750 
2,375 
3,000 
3,750 
5,000 
6,250 
7,500 
8,750 

£ •. d. £ s. d. 
14 5 4 
29 7 7 
41 13 4 

0 15 0 54 9 3 
4 10 0 65 10 0 

12 0 0 91 6 8 
42 0 0 143 0 0 
90 0 0 196 13 4 

12826 28042 
223 2 6 488 10 lO 
37707 82601 
570 0 0 1,250 0 0 
853 2 6 1,871 17 6 

1,450 0 0 3,183 "6 8 
2,164 I 2 4,377 12 2 
2,831 5 0 5,018 15 0 
3,576 ll ~ : 5,581 16 6 

' 

!'.;XCI'S!! 0\ 
Income--tax 
only over 
Lnnd and 

Income Tax. 

17 

£ •. d. 

CoMPARATIVE STATEMENT AS ABOVE ASSUMING AN EARNING OF 5 PER CENT. ON ToTAL CAPITAL EMPLOYED BEFORE DEDUCTION OF LAND AND INcoME TAX. 

2,400 1,600 4,000 200 I 300 120 .. .. 14 5 4 14 5 41 4·()4 200 
' 

aoo I .. .. 14 5 4 .. 
4,500 3,000 7,500 375 

I 
300 225 .. .. 29 7 7 29 7 71 4·60 375 300 75 4 10 0 24 17 7 .. 

6,000 4,000 10,000 500 300 300 .. .. 41 13 4 41 13 4' 4·58 500 I 300 200 12 0 0 29 13 4 .. 
7,500 5,000 12,500 625 275 375 .. .. 55 4 3 55 4 a: 4·56 625 ' 275 350 21 0 0 34 4 3 . .. 
9,000 6,000 15,000 750 150 450 !50 9 0 0 70 0 0 79 0 0· 4·47 750 150 600 42 0 0 37 0 0 .. 

12,000 8,000 20,000 1,000 .. 600 400 24 0 0 103 6 8 127 6 8 4·30 1,000 i .. 1,000 90 0 0 37 6 8 .. 
18,000 12,000 30,000 1,500 .. 900 600 42 0 0 185 0 0 227 0 0• 4·24 1,500 .. 1,500 172 lO 0 54 10 0 .. 
24,000 16,000 40,000 2,000 1,200 800 64 0 0 286 13 4 350 13 4' 4·12 2,000 ' 2,000 280 0 0 70 13 4 .. 

I 
.. .. 

30,000 20,000 50,000 2,500 .. 1,500 1,000 90 0 0 408 6 8 498 6 8 4·00 2,500 .. 2,500 412 10 0 85 16 8 .. 
42,000 28,000 70,000 3,500 

I 
.. • 2,100 1,400 164 0 0 711 13 4 865 13 4 3·7A 3,500 

I 
.. 3,500 752 10 0 ll3 3 4 .. 

57,000 38,000 95,000 4,750 .. 2,850 1,900 256 lO 0 1,203 6 8 1,459 16 8 3-46 4,750 .. 4,750 1,318 2 6 141 14 2 .. 72,000 48,000 120,000 6,000 I .. 3,600 2,400 384 0 0 1,820 0 0 2,204 0 0 3-16 6,000 i .. 6,000 2,040 0 0 164 0 0 .. 90,000 60,000 150,000 7,500 .. 4,500 3,000 570 0 0 2,725 0 0 3,295 0 0 2·80 7,500 .. 7. 500 2,831 5 0 463 15 0 .. 120,000 80,000 200,000 10,000 .. 6,000 4,000 960 0 0 4,033 6 8 5,593 6 8 2·20 10,000 

I 
.. 10,000 4,400 0 0 1,193 0 8 .. 150,000 100,000 250,000 12,500 .. 7,500 5,000 1,450 0 0 6,541 13 4 7,991 13 4 1·80 12,500 .. 12,500 5,500 0 0 2,491 13 4 .. 180,000 120,000 300,000 15,000 .. 9,000 6,000 2,040 0 0 7,850 0 0 9,890 0 0 1·70 15,000 .. 15,000 6,600 0 0 3,290 0 0 .. 210,000 140,000 350,000 17,500 .. 10,500 7,000 2,555 0 0 9,158 6 8 11,713 6 8 l-65 17,500 I .. 17,500 7. 700 0 0 4,013 6 8 .. 

...... 
oo. 
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Col!PARATIVE STATEMENT OF Lru-qD-TAX AND INCOME-TAX ASSUMING UNIMPROVED VALUE oF LAND IS 60 PER CENT. OF ToTAL CAPITAL IN LAND, IMPROVEMENTS, STOCK, 

AND PLANT, AND ASSUMING AN EARNING OF 7! PER CENT. ON TOTAL CAPITAL EMPLOYED BEFORE DEDUCTION OF LAND AND INCOIIIE TAX. 

----~-------------··-----·---- 5 per Cent. 1 I I 
: on Unlm- p 

~ Un· Stock, Total Caplt~\l Net Income proved Value ercentage -----.------,...------1 Excess of Land 

~ 
lnl'lfOYed tmptement:~. ·m Jorcd in on Caplt~1.l HxC'mp- 1\llowcd as , Tnxnble L:md-tn.x on Net Income Net Income and Income 

lC~~~~~~ (f6;~c:::.).l and stock. b~~~~~~ .u!!~:ble Value. deducted. ~~~~!: tlon. Income. Income-tax. Inc~::~ta:s: 

Without Land-ta:z:. 

Income. I deducted. 

Excess of 
Income--tax 
only o\·er 
Land and 

Income Tax. 

Value nod Jm- c Property employed tlon. Deduction 'I Income. Income-tax. Unimproved Total Tax. :ftc~'t~~~s~ (as before) Exemp- Taxable Tax over 

!Jt _ !·---·-- 2. _ ~------~----~----~----- _.2:.__-.:..-~--_____ ...!:__-'-7--""''----'-,..---""·------"'""·-----11-- ___ 1 __ ,_2._ ___ 0 __ _,,"'s.,__,
1
_r,•"-· -.,---''"s.,__ __ , __ ,o:l6e:· __ 'o-'''-''---

£ 
2,400 . 
4,500 
6,000 
7,500 
9,000 

12,000 . 
18,ooo I 
24,000 . 
30,000 i 
42,000 I 

57 ,ooo I 
72,000 . 
9o,ooo 1 

120.000 ! 

150.000 I 
180,000 
210,000 

£ 
1,600 
3,000 
4,000 
5,000 
6,000 
8,000 I 

12,000 
16,000 
20,000 1 

28,000 . 
38,000 : 
48,000 i 
60,000 . 
80,000 . 

1oo,ooo I 
120,000 
I4o,ooo 1 

£ 
4,000 
7,500 

10,000 
12,500 
15,000 
20,000 
30,000 
40,000 
50,000 
70,000 
95,000 

!20,000 
!50,000 
200,000 
250,000' 
300,000 
350,000 

£ 
300 
562! 
750 
937! 

1,125 
1,500 
2,250 
3,000 
3,760 
5,250 
7,125 
9,000 

!1,250 
15,000 
18,750 
22,500 
26,250 

£ 
300 
300 
!50 

£ 
120 
225 
300 
375 
450 
600 
900 

1,200 
1,500 
2,100 
2,850 
3,600 
4,500 
6,000 
7,500 
9,000 

10,500 

£ 

.. 371 
300 I 

562 I 

675 1 

900 I 
1,350 I 
1,800 ' 
2,250 
3,150 i 

4,275 
5,4oo 

1
• 

6,750 
9,000 

11,250 
13,500 
15,750 

£s.d. £s.d. £s.d. £ £1 

2 4 5 
18 0 0 
38 5 5 
49 15 7 
76 10 0 

145 2 6 
234 0 0 
343 2 6 
622 2 6 

I ,084 15 7 
1,674 0 0 
2,421 II 2 
3,735 0 0 
4,950 0 0 
5,940 0 0 
6,930 0 0 

14 5 4 14 5 4 7-14 300 300 
29 7 7 31 12 0 7·07 562f 300 
41 13 4 59 13 4 6·90 750 150 
55 4 a 93 9 8 6·75 o:J7t 
70 0 0 119 15 7 6·70 1,125 

103 6 8 179 16 8 6·60 1,500 
185 0 0 330 2 6 6·40 2,250 
286 13 4 520 13 4 6·20 3' 000 
408 6 8 751 9 2 6·00 3, 750 
711 13 4 1,333 15 10 5·59 5,250 

1,203 6 8 2,288 2 3 5·09 7,125 
1,820 0 0 3,494 0 0 4·59 9,000 
2,725 0 0 5,146 II 2 4·06 11,250 
4,633 6 8 8,368 6 8 3·31 15,000 
6,541 13 4 !1,491 13 4 2·90 18,750 
7 ,850 0 0 13.790 0 0 2·90 22,500 
9,158 6 8 !6,088 6 8 2·90 26,250 

£ 

262 
600 
937 

1,125 
1,500 
2,250 
3,000 
3,750 
5,250 
7,125 
9,000 

II ,250 
15,000 
18,750 
22 500 
26:250 

£s.d. £s.d. 
. . 14 5 4 

15 14 5 15 17 7 
42 0 0 17 13 4 
81 7 6 12 2 2 

108 5 7 II 10 0 
172 10 0 7 6 8 
343 2 6 .. 
570 0 0 .. 
85326 .. 

1,588 2 6 .. 
2,622 17 10 .. 

I 3, 735 0 0 I .. 
4,950 0 0 . 196 II 2 
6,600 0 0 1,768 6 8 
8,25o o o 

1

· 3,241 13 4 
9,900 0 0 3,890 0 0 

11,550 0 0 4,538 6 8 

£ .. d • 

13 0 0 
49 6 8 

101 13 4 
254 6 8 
334 15 7 
241 0 0 

CoMPARATIVE STATEMENT AS ABOVE ASsmuNG AN EARNING oF 10 PER CENT. ON ToTAL CAPITAL EMPLOYED BEFORE DEDUCTION OF LAND AND INCO!IIE TAX. 

2,400 I 1,000 4,000 400 I 300 !20 .. .. 14 5 4 
4,500 3,000 7,500 750 !50 225 375 22 12 gj 29 7 7 

I 
6,000 4,000 10,000 1,000 300 700 52 10 41 13 4 .. 
7,500 5,000 12,500 1,250 375 875 73 5 7 55 4 3 .. 
9,000 6,000 15,000 1,500 450 1,050 97 2 6 70 0 0 

I 

.. 
12,000 8,000 20,000 2,000 .. 600 1,400 !54 0 0 103 6 8 
18,000 12,000 30,000 3,000 .. 900 2,100 304 10 0 185 0 0 
24,000 16,000 40,000 4,000 .. 1,200 2,800 504 0 0 286 13 4 
30,000 20,000 50,0GO 5,000 .. 1,500 3,500 752 10 0 408 6 8 
42,000 28,000 70,000 7,000 .. 2,100 4,900 I ,396 10 0 711 13 4 
57,000 3S,OOO 95,000 9,500 .. 2,850 6,650 2,369 1 2 1,203 6 8 
72,000 48,000 120,000 12,000 .. 3,600 8,400 3,360 0 0 1,820 0 0 
90,000 60,0()0 150,000 15,000 .. 4,500 10,500 4,620 0 0' 2,725 0 0 

120,000 80,000 200,000 20,000 6,000 14,000 6,160 0 oj 4,633 6 8 .. 
150,UC\O 100,000 250,000 25,0!\0 I 7,500 17,500 7,700 0 6,541 13 4 

I 
.. 01 

180,000 120,0!\0 300,000 30,0!10 9,0!10 2l,fi00 9,240 0 01 7,850 0 0 .. 
210,000 I 140,000 350,000 35,000 10,500 24,500 10,780 0 OJ 9,108 6 8 .. 

14 5 4 9·64 400 300 100 6 0 
51 19 7 9·30 750 !50 600 42 0 
94 3 4 9·05 1,000 .. 1,000 90 0 

128 9 10 8·97 1,250 .. 1,250 !28 2 
167 2 6 8·88 1,500 .. 1,500 172 10 
257 6 8 8·71 2,000 .. 2,000 280 0 
489 10 0 8·36 3,000 .. 3,000 570 0 
790 13 4 8·02 4,000 .. 4,00o 000 0 

1,160 16 8 7·68 5,000 .. 5,000 1,450 0 
2,108 3 4 6·98 7,000 .. 7,000 2,555 0 
3,572 7 10 6·24 9,500 .. 9,500 4,0£H 5 
5,180 0 0 5·68 12,000 .. 12,000 5,280 0 
7,345 0 0 5·10 15,000 .. 15,000 6,600 0 

10,793 6 8 4·60 20,000 .. 20,000 8,800 0 
14,241 13 4 4·30 25,000 1 25,000 

,11,000 
0 .. 

17,090 0 0 4·30 30,000 I 30,000 13,200 0 .. 
!9,938 6 8 4·30 35,000 ! 35,000 15,400 0 .. 

I 
··--- . --

0 8 5 
0 9 19 
0 4 3 
6 0 7 
0 .. 
0 .. 
0 .. 
0 .. 
0 .. 
0 .. 
0 .. 
0 .. 
0 745 0 
0 1,993 6 
0 3.241 13 
0 3,890 0 
0 4,538 6 

4 
7 
4 
4 

0 
8 
4 
0 
8 

.. 

.. 

.. 

.. 
5 7 

22 13 
80 10 

169 6 
289 3 
446 16 
488 17 
100 0 

.. 

.. 

.. 

.. 

.. 

6 
4 
0 
8 
4 
8 
2 
0 
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CmtPARATIVE STATEMENT oF LAXD·TAX AND INcOME-TAX ASSUMING UNIMPROVED VALUE OF LAND IS 60 PER CENT. OF ToTAL CAPITAL IN LAND, IMPROVEMENTS, SToCK, 

AND PLANT, AND ASSUliiNG AN EARNING OF 12l PER CENT. ON TOTAL CAPITAL EMPLOYED BEFORE DEDUCTION OF LAND AND INCOME TAX. 

.. ' 5 per Cent. J 
I I • I N t 1 on Unlm· Un- rm:,t;.~~t:J Total Ct&pttal e noome proved Value 

~roved on Capltlll E:temp. allowed as J Taxable 
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1924. 

NEW ZEALAND. 

LAND AND INCOME TAXATION 
(REPORT OF THE ROYAL COMMISSION APPOINTED TO INQUIRE INTO THE SUBJECT OF) IN NEW 

ZEALAND. 

Presented to both Houses of the Genera! Assembly by Command of His Excellency. 

COMMISSION 

TO INQUIRE INTO AND REPORT UPON LAND AND INCOME TAX. 

J ELLICOE, Governor-General. 
To all to whom these presents shall come, and to the Honourable WILLIAM 

ALEXANDER Srn, a Judge of the Supreme Court of New Zealand; JAMES 
BEGG, Esquire, of Dunedin, Retired Farmer; WILLIAM DuFFUS HuNT, 
Esquire, of Wellington, Company-director; GEORGE SHIRTCLIFFE, Esquire, 
of Wellington, Company-director; and THOMAS SHAILER WESTON,.Esquire, 
of Wellington, Barrister and Solicitor : Greeting. 

WHEREAS it is expedient that inquiry should be made into the present system of 
land and income taxation in New Zealand in all its aspects, including the scope, 
rates, and incidence of the several taxes ; allowances and reliefs ; assessment, 
appeal, and collection ; and prevention of evasion ; and that a Commission of 
Inquiry should report what alterations of the law are necessary or desirable, and 
what effect any such alterations would have on rates of tax if it were necessary to 
maintain the total yield of land-tax and of income-tax respectively: 

Now, therefore, I, John Rushworth, Viscount Jellicoe, Governor-General of 
the Dominion of New Zealand, in exercise of the powers conferred by the Com
missions of Inquiry Act, 1908, and all other powers and authorities whatsoever 
enabling me in this behalf, and acting by and with the advice and consent of the 
Executive Council of the said Dominion, do hereby constitute and appoint you, 
the said · 

WILLIAM ALEXANDER Sm, 
JAMES BEGG, 
WILLIAM DuFFUS HUNT, 
GEoRGE SHIRTCLIFFE, and 
THOMAS SHAILER WESTON 

to be a Commission to investigate and report upon all the aforesaid matters. 
And, with the like advice and consent, I do further appoint you, the said 

WILLIAM ALEXANDER SIM, 

to be Chairman of the said Commission. 
And, for the better enabling you, the said Commission, to carry these presents 

into effect, you are hereby authorized an~ empowered to make and conduct any 

1-B. 5. 
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inquiry under these presents at such times and places in. the said Dominion as you 
deem expedient, with power to adjourn from time to trme and place to place as 
you think fit, and call before you and to examine, on oath or otherwise as .may be 

~;>allowed by law, such person or persons as you think capable of affording you 
information as to the matters aforesaid ; and you are also hereby empowered to 

· call for and examine all such books, papers, plans, documents, or records as you 
deem likelv to afford you any information on the subject-matter of the inquiry hereby 
directed ~ be made, and to inquire of and concerning the premises by all lawful 
means whatsoever. · 

And, using all diligence, you are required to report to me, ~der your hands 
and seals, not later than the thirty-first day of May, one thousand run~ hundred ~nd 
twenty-four, the result of your investigations, with any reconrmendations you think 
fit to make in respect of the aforesaid matters. 

And you are hereby strictly charged and directed that you sha.ll 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 full force and 
virtue although the inquiry is not regularly continued from time to time or from 
place to place by adjournment. · · 

And, lastly, it is hereby declared. that these presents are issued u_nder and 
subject to the pro~·isions of the Commissions of Inquiry Act, 1908. 

Given under the hand of His Excellency the Governor-General of the 
Dominion of New Zealand, and issued under the Seal of that Dominion, 
this first day of April, one thousand nine hundred and twenty-four. 

W. F. MAssEY, 
Minister of Finance. 

REPORT. 

To His Excellency the Governor-General of the Dominion of New Zealand. 
MAY IT PLEASE YouR EXCELLENCY,-

We, the Conrmissioners appointed by Your Excellency to investigate and 
to report on "the present system of land and income taxation in New Zealand in 
all its aspects, including the scope, rates, and incidence of the several taxes · 
allo"?'ances, and reliefs ; assessment, appeal, and collection ; and prevention of 
evaswn ; and to report what alterations of the law are necessary or desirable, and 
wh~t e_ffect such al~rations would have on rates of tax if it were necessary to 
mamtam the total yteld of land and income tax respectively," have the honour to 
report as follows :-

1. We c~nrmenced our sittings in Wellington on Monday, the 14th April, 1924, 
and_heard eVIdence there for two days. We then adjourned until Tuesday, the 29th 
A~ril, when we resumed our sittings in Dunedin. We continued in Dunedin until 
Fn~ay, the 2nd ¥ay, when we went to Christchurch. We sat in Christchurch 
until. Tuesday, the 6th May, when we left f~r A~ckland, reaching there on the 
mornmg of Thursday, the 8~h May. Vfe remamed .m Auckland until Monday, the 
12th May, when we left agam for Wellington, reaching Wellington on Tuesday the 
13th May. W~ resumed our sittings ag3:in in Wellingto~ on Wednesday, the '14th 
May, a_n~ con~mued our work there until the present trme. We caused notice of 
~he~e sitting~ m the ~our centres to be !ldvertised in the local newspapers, and we 
~VIted. considered eVIdence and suggestwns from representatives of the producing, 
mdustnal, and labour organizations, and other classes of taxpayers. 
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2. During the course of our inquiry fifty-two witnesses appeared before us, 
most of whom handed in prepared statements, on which they were examined, and 
a number of statements and letters were also sent in by other persons who did not. 
appear before us. In addition to this we were supplied by the Land and Income . 
Tax Department with a large number of specially prepared returns. 

il. During the whole of our sittings the Commissioner of Taxes, 1\Tr. D. G. Clark, 
was in attendance and provided us with valuable and necessary information. We 
wish to express our thanks to l\lr. Clark for the able assistance that he has given 
us, and for the cheerful manner in which he provided us, as far as possible, with 
all the information we required during the course of our work. 

4. The mass of information placed before us was supplemented by our own 
personal experience and knowledge of the subject. 

INCOME-TAX. 

5. In connection with the income-tax the principal question before us was as 
to the imposition of the graduated income-tax on companies in the same way as if 
they were individuals. A large number of witnesses expressed their opinion on the 
subject. The majority of them condemned the present system of taxing companies 
as unjust and as having the effect of preventing the embarkation of large amounts 
of capital in new commercial undertakings. On the other hand, a number of 
witnesses favoured the maintenance· of the present system. It seems unnecessary 
for us to enter into any elaborate discussion of the matter here. The arguments 
against the present system are set forth in the evidence of the witnesses who 

. condemned that system, and also in the report of the majority of the Taxation 
Committee of 1922. The arguments in favour of the present system are set forth 
in the minority report of the same Committee. We have considered the matter 
carefully, and the conclusion we have come to is that the ideal graduated income
tax is a tax upon the income from all sources of each individual, and we recommend 
that the fiscal policy of the Dominion should be shaped so as to secure the abolition, 
as soon as reasonably practicable, of the present system of company taxation. We 
think it desirable to add that the present system of income taxation served a useful 
purpose during the war and immediate post-war period, under the conditions then 
prevailing, fulfilling, in addition to its natural function, the part of the English 
excess-profits tax, and enabling an astounding amount of revenue to be raised with 
a minimum of inconvenience to individuals and the general public. With a return 
to more normal conditions of trade and industry the inequalities of the present 
system become apparent, and it is advisable to change over as soon as practicable 
to the more ideally correct system. . 

LAND-TAX. 

6. We received a great deal of evidence for and against land-tax. The weight 
of evidence was against both land-tax and graduated land-tax, and in favour of 
abandoning both and substituting the graduated income-tax. 

CoNcLusiONS. 
7. The following are the conclusions at which we have arrived in connection 

with the questions raised before us :-
(a.) Land and income tax must be considered together, as they dovetail into 

each other. 
(b.) The graduated system of income-tax is sound in principle and necessary in 

practice. 
(c.) In order to put the graduated principle properly into practice it is necessary 

that every individual's income from all sources (mcome from tax-free war loans 
excepted) should be brought together in one amount, so that the graduated rate 
of tax that applies to the whole income may be ~ed. The graduated system. of 
income-tax makes it necessary that no form of mcome shoul~ escap~ from 1t ; 
otherwise injustices as between one taxpayer and another and mdefenstble results 
generally are bound to creep in. Individuals with large incomes can now esca~e 
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paying the graduated tax that otherwise would apply to their total income by 
investing in several sources that are each taxed separately. 

(d.) The present system of graduating the income of each company as a 
separate income, and charging tax accordingly, is not in accordance with the true 
principle of a graduated income-tax. 
· (e.) It is wrong in principle to vary the rate of taxation according to the 
source from which it is derived. All sources should pay at the same rate. 
Graduation or differentiation in the rate of tax should be according to the size of an 
individual's income, and not according to the source from which it is derived. The 
only exception should be income from tax-free war loans, in connection with which 
the State has made a definite contract. 

((.) Many of the witnesses before us dealt with the question of whether or not 
the. mcome-tax imposed on companies is passed on to the consumer. The question 
is a difficult one, and it is impossible to arrive at a definite conclusion on t.he 
subject. It is, we think, true that the incidence of the present company tax vanes 
from industry to industry, and it is safe at least to say that the view held by many 
witnesses that the tax is in every case passed on to the consumer is not justified. 

(g.) Before a change can be made from the present form of taxation of companies 
it ,vill be necessary to have data as to the full income of each individual, in order 
that a close estimate can be made of the probable yield of any suggested scale of 
individual taxation. These data are not at present available. 

(h.) Income-tax on the smaller individual incomes in New Zealand is on a low 
scale as compared with. the rates in Great Britain and Australia. It is only about 
35 per cent. of the British rate, and about 55 per cent. of the Australian rate. 

(i.) Appendix A shows that of the total individual assessable income of New 
Zealand less than 11 per cent. is held in incomes of over £2,000 a year, and less than 
I! per cent. in incomes of over £10,000 a year. Any system of income-tax will 
have to obtain the bull{ of its return where the assessable income is-that is, from 
the incomes under £2,000 a year. The individual assessable income above mentioned 
does not include dividends from companies. The inclusion of these dividends 
would probably make some alterations in the proportions given above. 

(j.) There is a point beyond which income-tax upon individual incomes cannot 
be pushed without reducing its productiveness through capital leaving the country. 
A rate inducing an inflow of capital would produce a larger revenue to the State 
than otherwise would be obtained. 

(k.) The graduated system of income-tax makes it necessary to aggregate 
income derived from land with other income for taxation purposes. Exemptions 
consequent upon land-tax stand in the way of this. For this and other reasons 
land-tax, including graduated land-tax, should as soon as possible be abolished. 

(l.) The graduated land-tax was originally designed to break up large estates. 
There is no evidence to show that.;o....is required any longer for this purpose and 
there was much eviden?~ showing . that it is now preven~ing the developme~t of 
large areas of land requmng a considerable amount of cap1tal expenditure to break 
in. The graduated land-tax applied to business premises is a serious handicap to 
trade and industrial enterprise, and serves no good purpose. 

(m.) Income from tax-free war loans can neither be charged income-tax nor 
be added to other income for the purpose of fixing the graduated rate on this other 
income, as this would be breaking the contract entered into by the State when the 
loans were issued. 

. (~.) There is no undertaking on behalf of the State not to vary the rate of 
taxatwn on debentures! or any other form of income except income from tax-free 
war loans. The State IS thus free to tax all other income from year to year at the 
same rate or at various rates as it pleases. 

(o._) Alterations m the form of income-tax on the lines of our conclusions will 
make 1t necess.ary to provide special machinery· for .taxing interests held in New 
Zealand by res1de~ts ~versea.s, e1ther as shareholders m companies or as debenture

. holders. .Compames .m whi.ch these overseas interests are held fall into two 
cla~ses-(1) those havmg .their headquarters in New Zealand, and (ii) those having 
the1r headquarters outs1de New Zealand. Each will have to be dealt with 
separately. 
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(p.} We can find no reason why tenants of pastoral lands should not pay 
income-tax. They paid in pre-war days. They pay little or no land-tax. 

(q.) The changes in land and income tax we think necessary will take some time 
to bring about. It may not be found possible to make the whole of the change in 
one step,. or in the immediate future. 

(r.) The changes indicated in land and income tax would mean that land held 
in an idle and unproductive state would pay neither land nor income tax. This would 
have to be provided for. 

(s.) The question of double taxation of oversea investors requires further 
consideration. 

(t.) The base on which income-tax revenue is raised should be made as broad 
as possible in order to lighten the weight of the tax. Every decision to free from 
tax, or tax lightly, some source of income carries with it a decision to tax some 
other source at a higher rate than would otherwise be necessary. 

(tt.} We can see no adequate reason why State and public-body trading and 
public utility concerns should not be taxed as well as private enterprise. This 
would broaden the base of the tax. Special provisions for taxing this source of 
revenue would be necessary. 

(v.) Tax-paid company debentures are not on the same footing as regards 
taxation as tax-deducted debentures. 

(w.) Land-tax presses heavily on land used for growing timber. 
(x.) Death duties are equivalent to an addition to income-tax, and it is to be 

observed that these are much heavier on moderate fortunes in New Zealand than 
on similar fortunes in Great Britain. These duties act also as a check on the 
aggregation of land. 

(y.) The foregoing conclusions have dealt with the incidence of taxation, bui 
we wish to record our view that the weight of taxation is most important, and that 
it is essential in the interests of the future prosperity of the Dominion that the 
weight of taxation should be reduced as rapidly as possible. 

RECOMMENDATIONS. 

8. The following are the recommendations we make in connection with the 
foregoing conclusions :-· 

(a.) That legislation be passed instructing and empowering the Commissioner 
of Taxes, when obtaining future income-tax returns, to compel the individual to 
include in his return the whole of his income from all sources, specifying the 
amount from each source separately. 

(b.) When the data asked for under (a) is obtained and compiled (which will be 
towards the end of 1925), the question whether or not a complete change can be 
made from the present system of taxing companies direct· as individuals to the 
syste~p. of taxing every individual upon his total income from all sources (excepting 
only tax-free war loans) should be carefully considered. If a complete change is 
found difficult or impracticable, then a beginning should be made by taxing 
individuals in respect of the dividends received by them from companies, and 
supplementing the revenue obtained in this way by a moderate flat rate on all the 
profits of companies. 

(c.) That the maximum rate of the graduated tax should first be fixed at a 
level that will not cause an outflow of capital from New Zealand. It would be 
advantageous to fix a rate which wo?~d cause an. inflow ?f capital. T~s rate must 
be adjusted from year to year according to finanmal reqmrements and mrcum~tances 
both within and without New Zealand. 

(d.) Having fixed the maximuiD: rate, the gradu~~;tion downwards ~hould be 
on a scale that will enable the reqmred sum to be raised, such graduatiOn to be 
made in such a way as not to be oppressive on the taxpayer of small means. 

(e.) The rate upon undivided profits of companies should be approximately 
half the maximum rate. 

(j.) If it is impossible without undue hardship to obtain the necessary revenue 
from the sources already mentioned, then the revenue from these sources should 
be supplemented by a moderate flat tax on companies, assessed upon their total 
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profits. This supplementary tax should be in addition to the tax on their undivided 
profits. . 

_ (g.) Companies registered outside New Zealand sho~d be taxe~ on t~err tot!l'l 
incomes derived from New Zealand at the rate at which comparnes reg~stered m 
New Zealand are assessed on their undivided profits, and should also be liable in 
respect of such incomes for any flat-rate company tax. 

(h.) Oversea shareholders and debenture-holders in companies re~stered in 
New Zealand should have their tax stopped at the source at the maxunum rate. 
The companies interested should be deemed agents for their oversea shareholders 
and debenture-holders, and should be responsible for the payment of the tax. 
Oversea shareholders and debenture-holders should have the right to apply for and 
obtain a rebate of the difference between the maximum rate charged and the rate 
that would apply to the whole of their income derived from New Zealand. No 
exemption should be allowed to oversea investors in New Zea:land. . 

(i.) The incomes of pastoral tenants should be made subject to tax, and this 
should be done immediately, so that the incomes for the year ending 31st March, 
1924, will not be allowed to escape taxation. · 

(j.) That the present graduated land-tax should be abolished, and income-tax 
should be paid in respect of income from land as part of the taxpayer's income. 

(k.) That any loss of revenue brought about by the adoption of the last recom
mendation should be made up by a flat rate of land-tax on all unimproved land
values over £2,000, with a rate below £2,000 of two-thirds of the rate above £2,000. 
Present £500 and mortgage exemptions should be continued. It is thought that 
!d. in the pound up to £2,000, and £d. in the pound beyond that amount, will 
produce the sum at present required. In assessing income-tax no exemption 
should be allowed in respect of this land-tax. 

(l.) The flat-rate tax on companies referred to in paragraph (f), and the flat
rate land-tax referred to in paragraph (k), should both be regarded as temporary 
taxes, to be reduced and ultimately abolished as soon as the national finances 
permit. 

(m.) In the meantime, and until the individual system of income-tax has been 
brought into operation, the incomes of individuals from all sources (except tax-free 
war loans) should be aggregated in order to fix the rate that should apply to that 
portion of the taxpayer's income that is taxable in his- own hands. In fixing the 
amount of his tax the amount of tax paid at the source in connection with his 
other investments should be taken into account, but no rebates should be made 
if the total amount paid, after charging the amount taxable in the taxpayers' own 
hands at the rate that would apply to that amount only, comes to more than the 
amount that the tax would have been if the whole income had been taxed in the 
hands of the taxpayer. 

(n.) That when these land-tax recommendations are put into effect the Com
missioner of Taxes should be empowered to assess a net income at 5 per cent. on the 
capital value of any land that he considers to be either lying idle or not. being 
utilized so as to produce a reasonable income. 

(o.) That the question ?f do1_1~le tax~tior~ be furt~er considered, and arrange
~ents m.a~e that will result m Bntish c~pital mvested m New Zealand being placed 
m a positiOn at. l~as~ as favo~able as m Australia, provided such an arrangement 
does not put Bntish mvestors m New Zealand on a better footing than New Zealand 
investors. 

. (p.) That in anY: event the_ favoured position of public-body and company 
debentures, as _far as mcome-tax IS conce':lled, shoul~ be abo~hed immediately. 

(q.)_ Tha~ if the graduated land-tax IS not abolished, relief should be given in 
connectiOn With the present graduated land-tax payable on business premises. 

(r.) Th~t State and public-body trading and public-utility conceTIIS should 
be charged mcome and la~d tax ~o the same exte!lt as private enterprises, and that, 
for the purposes of taxatwn, therr borrowed capital should be treated in the same 
way as borrowed ca~ital in private enterprise is treated. 

(s.) That tax-pa~d company debentures should be put on the same footing as 
tax-deducted company debentures. 
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(t.) That relief from land-tax be given to land devoted to plantations of timber
trees and areas not exceeding 25 acres of native bush. 

(u.) That a more reasonable allowance for depreciation of tramways, workers' 
cottages, and other wasting assets be allowed in the case of sawmilling and mining 
ventures. 

TABLES. 

9. The following tables are appended to this report :-
Appendix A is a table of incomes and income-tax for the year 1922-23. 
Appendix B is a table showing the rates payable for income-tax under 

the Annual Taxing Act of 1923 in respect of the specified incomes. 
Appendix C shows the percentage of income-tax paid by the different 

classes of personal income. . 
Appendix D contains a comparison of the income-tax payable in New 

Zealand, Australia, and Great Britain. 
Appendix E is a comparative statement in connection with the incidence 

of land and income tax. 

We have the honour to be 
Your· Excellency's most obedient servants, 

W. A. SIM (Chairman). JAMES BEGG. 
w. D. HUNT. G. SHIRTCLIFFE. 
T. SHAILER WESTON. 

Dated at Wellington, this thirtieth day of May, one thousand nine hundred 
and twenty-four. 



APPENDIX A. 

• TABLE SHOWING, IN RESPECT OF RETURNS 

INCOMES AND INCOME-TAX.-CLASSES BY AMOUNTS, 1922-23. 

suPPLIED TO THE CoMMISSIONER OF TAxEs FOR THE FINANCIAL YEAR 
INCOME-TAX, OLASSIFIED BY CLASSES AND .AMOUNTS OF INCOME. 

1922-23, STATISTICS OF INCOMES, EXEMPTIONS, AND 

Amount. 

Under£300 .. 
£3()(}-£399 
£4()(}-£499 
£5()(}-£599 
£600-£699 
£700-£799 
£8()(}-£899 
£9()(}-£999 
£1,600-£!,999 
£2,600-£2,999 
£3,600-£3,999 
£4,0()(}-£4,999 
£5,600-£5,999 
£6,600-£6,999 
£7,600-£7,999 
£8,0()(}-£8, 999 
£9,600-£9,999 
£10,000-£19,999 
£20,000 and over 

Totals, Class I. . 

Under£300 .• 
£300-£399 .. 
£4()(}-£499_ .• 
£5()(}-£599 
£600-£699 
£7()(}-£799 
£8()(}-£899 
£9()(}-£999 

-----

Number 
of 

Returns. 

36,730 
23,02& 
10,786 
5,909 
4,105 
2,218 
1,369 

915 
2,869 

705 

I 
220 

99 
49 

I 
24 
il 
9 
7 

22 
5 

89,075 

621 
!37 
108 
84 

101 
68 
72 
52 

----~----- -

Number Earned 
of Income. Taxpayen. 

£ 
1,299 5,640,023 
9,288 6,879,017 
7,707 4,016,119 
5,150 2,505,776 
3,889 2,096,882 
2,!23 1,106,037 
1,312 817,443 

884 606,309 
2,785 2,882,553 

695 993,010 
2!9 410,695 

97 220,021 
48 119,561 
24 67,849 
11 29,856 
9 20,325 
7 19,909 

22 75,001 
5 51,819 

35,574 28,648,205 

603 
132 
!06 
83 

101 
67 
71 
52 

- - - ·---

Assessable Taxable 
Income. Balanre, 

6 per Cent. of 

I 
Under 

UDI~roved 
V ue, 

Section 81. 

CLAss I.-PERSONs, FmMS, ETO. 

£ £ £ £ 
6,900,031 125,369 333,953 6,387,152 
7,804,404 355,989 220,878 6,572,781 
4,723,406 754,575 189,948 3,131,131 
3,170,522 881,704 150,210 1,722,965 
2,673,465 1,198,926 !26,776 1,086,689 
1,645,712 1,007,848 !11,264 358,690 
1,166,853 868,270 96,010 93,061 

865,649 683,593 79,857 27,825 
4,483,770 3,658,065 417,810 120,151 
1,703,290 1,395,969 !99,897 44,917 

762,021 649,915 67,162 22,172 
452,371 381,365 52,!30 10,525 
272,281 222,490 43,252 3,456 
154.574 !46,993 4,551 .. 
82,511 71,869 3,631 6,307 
77,756 62,247 13,150 1,623 
66,891 56,979 9,231 .. 

289,258 228,815 40,168 17,164 
228,!02 227,532 458 .. 

37,522,867 12,978,513 2,160,336 19,606,609 

CLASS !I.-COMPANIES. 

79,173 72,609 6,564 
47,349 43,522 3,827 
47,489 42,684 4,805 
45,565 43,156 2,409 
63,983 61,870 2,113 
50,790 47,315 3,475 
61,078 57,666 3,412 
49.459 43,513 5,946 

Rate on 1'o.x on Balance of 
.Aseoosable Income a1Wr 

Exemptions. Deduction ~f 6 per Cent. 
Unimprove Land Value 
alreudy taxed In another 

Dlrectton, 

I LUe· I I 
I What It would 

Insurance Chlldren, &c. Tax asaessed. Year 1922-23. have been on 
Premiums, &:c.· H12S-24 Rate8 

£ £ £ •• d. •• d. • • d. 
3,605 49,952 7,531 1 II 0 0·28 0 0·22 

106,861 647,895 17,614 17 II 0 0·56 0 0·45 
104,737 543,015 36,197 2 0 0 1·92 0 1·54 
83,204 332,439 42,075 0 5 0 3·34 0 2·67 
59,656 201,418 58,585 5 0 0 5·52 0 4·42 
44,455 !23,455 52,508 2 10 0 8·21 0 6·57 
32,158 77,354 50,363 2 7 0 11·29 0 9·03 
22,647 51,727 43,014 !2 9 I l-14 0 10·51 

106,714 181,030 286,350 8 7 

I 
I 4·90 I 1·52 

27,643 34,864 158,728 0 I 2 1·34 r 8·27 
10,427 12,345 94,526 5 3 2 8·65 2 2·12 
3,917 4,434 67,100 8 3 I 3 4·23 2 8·18 
1,208 1,875 49,629 15 5 I 4 4·01 3. 5·61 
1,830 1,200 36,826 5 '1 I 4 10·91 3 11·13 

!54 550 16,551 15 11 I 4 2·36 3 4·29 
436 300 13,709 4 4 I 4 2·93 3 4·74 
381- 300 15,633 !8 0 5 5·08 4 4·06 

2,511 600 50,059 12 6 4 1·10 3 3·28 
112 .. 45,970 7 8 4 0·47 3 2·78 

612,656 2,164,753 1,143,875 6 6 0 7-76 0 6·21 

3,695 15 3 I 0·22 0 9·78 
2,2:J4 15 2 I 0·32 0 9·86 
2,215 16 7 I 0·46 0 9·97 
2,353 19 8 I 1·09 0 10·47 
3,641 I 5 1 2·12 0 11·30 
3,235 18 5 I 4·41 I 1-13 
3,971 16 10 1 4·53 I 1·22 
3.576 7 3 1 7·73 I 3·78 



£1,()()()-£1,999 
£2,()()()-£2,999 
£3,()()()-£3,999 
£4,0()(}-£4,999 

1>0 £5,()()()-£5,999 
I £6,()()()-£6,999 

t:d 
£7,()()()-£7,999 
£8,()()()-£8,999 
£9,()()()-£9,999 

Ot £10,()()()-£19,999 
£20,0()(}-£29,999 
£30,()()()-£39,999 
£40,()()()-£49,999 
£50,000 and over 

Totals, Cla....o::.s II 

Under £300 .. 
£3()(}-£399 
£4()(}-£499 
£500-£599 
£6()(}-£699 
£7()(}-£799 
£8()(}-£899 
£9()(}-£999 
£1,()()()-£1,999 
£2,0()(}-£2,999 
£3,000-£3,999 
£4,0()(}-£5, 999 
£6,000 and over 

Totals, CI ... I 

Grand totals 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

v 
.. 

317 
!82 
106 
54 
39 
36 
IS 
IS 
13 
67 
26 
II 
9 

25 

2,164 

664 
44 
18 
19 
13 
8 

12 
8 

44 
15 
9 
6 
7 

867 

92 ,lOU 
--Q 

314 .. 452,983 
182 .. 44S,61S 
!06 .. 368,29S 
54 .. 23S,531 
37 .. 211,943 
36 .. 231,940 
17 .. 134,146 
18 .. 152,721 
13 .. !22,S56 
67 .. 943,854 
26 .. 595,370 
II .. 377,395 
9 .. 399,475 

25 .. 3,236,799 

2,130 .. 8,359,815 

664 9,416 60,803 
44 2,157 15,291 
18 450 7,819 
19 506 10,242 
13 .. 8,349 
8 724 5,976 

12 .. 10,089 
8 .. 7,506 

44 6,440 59,690 
15 .. 35,837 
9 .. 30,740 
6 .. 33,127 
7 .. 185,790 

S67 19,693 471,259 

38,571 28,667,698 46,353,941 

419,321 33,662 .. .. .. 39,946 6 6 I 10·86 · I 6·29 
419,964 28,654 .. .. .. 56, !S5 !0' 6 2 S·l9 2' 1·75 
335,579 32,719 .. .. .. 59,277 5 I 3 6·40 2 9·92 
217,939 20,592 .. .. .. 45,402 IS 2 4 2. 3 4 
!85,Sl9 26,124 .. .. .. 45,934 iS 2 4 11·33 3 11-46 
2!9,S93 12,047 .. .. .. 60,623 s 0 5 6·17 .4 4·94 
liS, 165 15,9Sl .. .. .. 36,332 611 6 1·79 4 11·03 
146,931 5,790 .. .. .. 47,415 9 10 6 5-45 5. 1·96 
118,397 4,459 .. .. .. 41,317 12 I 6 11·75 5 7 
902,493 41,361 .. .. .. 323,411 12 2 7 2 5 8·80 
577,309 - 18,061 .. .. .. 207,674 II 9 7 2·34 5 9·07 
366,079 11,316 .. .. .. 134,228 4 8 7 4 5 10·40 
394,961 4,514 .. .. .. 136,145 10 s 6 10·73 5 6·18 

3,!91 ,812 44,987 .. 
' 

.. .. 1,147,907 4 0 7 2·31 5 9·05 

8,026,997 332,818 .. .. .. 2,406,728 9 I 5 11·96 4 9·57 

CLAss IV.-NON·RESIDENT TRADERS. 

55,713 .. 5,090 .. .. 2,836 5 5 0 11-19 0 S·95 
14,569 .. 722 .. .. .. 892 6 3 I 2·01 0 11·21 
7,507 .. 312 .. .. 388 12 9 0 11-93 0 9·54 

10,242 .. .. .. .. 594 12 4 I )·93 0 11-14 
8,349 .. .. .. .. 531 14 II I 3·29 I 0·23 
5,901 .. 75 .. .. -130 II 9 I 5·31 I 1·8.5 

10,089 .. .. .. .. 674 5 8 I 4·04 I 0·83 
7,506 .. .. .. .. 529 I 5 I 4·92 I 1·54 

59,482 .. 208 .. .. 5,402 3 0 I 9·72 I 5·38 
35,837 .. .. .. .. 4,8fl6 17 9 2 S·80 2 2·24 
30,740 .. .. .. .. -1,936 14 0 3 2·54 2 6·83 
33,127 .. .. .. .. 8,430 II 5 5 1·08 4 0·86 

185,790 .. .. .. .. 58,455 4 6 6 3·51 5 0·41 

464,852 .. 6,407 .. .. 88,999 I 2 3 9·32 3 0·26 

21,470,362 I 2,403,154 19,613,016 612,U56 2,164,753 3,639,602 16 9 .. .. 
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APPENDIX B. 

TABLE sHowiNG THE RATES PAYABLE FOR INcoME-TAX UNDER THE ANNUAL TAXING AcT OF 1923 
IN RESPECT OF THE SPECIFIED INCOMES. 

--

Rate of Tax Average Rate of Tax per 
Rate of Tax Average Rate of Tax per 

on a TAXABLE £1 of TOTAL INcoME 
on a TAXABLE £1 on ToTAL INCOME 

Amount of INcoME of actually paid by Individuals 
Amount of INCOME of actually paid by lndi viduals 

Income. Amount stated on Amount in First 
Income. Amount stated on Amount in First 

in Column, after making 
in Column, after making 

First Column. Allowances for all Non-
First Column. Allowances for all Non-

t&xa.ble Exemptions. taxable Exemptions. 

£ •• d. •• d. £ •• d. •• d. 
400 0 9·6 0 1 5,400 4 1·6 : 3 4·66 
500 0 10·4 0 2·1 5,500 4 2-4 ·' 3 5·61 
600 0 11·2 0 3·55 5,600 4 3·2. 3 6·16 
700 1 0 0 5·5 5,700 4 4 3 6·71 
800 1 0·8 0 7·8 5,800 4 4·8 3 7·26 
900 1 1·6 ·o 9·77 5,900 4 5·6 3 7·81 

1,000 1 2·4 0 10·4 6,000 4 6·4 3 8·37 
1,100 1 3·2 0 11·03 6,100 4 6·8 3 8·92 
1,200 1 4 0 11·66 6,200 4 7·2 3 9-47 
1,300 1 4·8 1 0·29 6,300 4 7·6 3 10·02 
1,400 1 5·6 1 0·9 6,400 4 8 3 10·57 
1,500 1 6·4 1 1·52 6,500 4 8·4 3 11-13 
1,600 1 7·2 1 2·2 6,600 4 8·8 3 10·45 
1,700 1 8 1 2·88 6,700 4 9·2 3 9·79 
1,800 1 8·8 1 3·56 6,800 4 9·6 3 9·09 
1,900 1 9·6 1 4·23 6,900 410 3 8·40 
2,000 1 10·4 1 4·9 7,000 4 10·4 3 7-71 2,100 1 11·2 1 5·57 7,100 4 10·8 3 7·03 
2,200 2 0 1 6·24 7,200 4 11·2 3 6·34 2,300 2 0·4 1 6·91 7,300 4 11·6 3 5·66 2,400 2 1·6 1 7·58 7,400 5 0 3 4·98 2,500 2 2·4 1 8·27 7,500 5 0·4 3 4·29 2,600 2 3·2 1 8·86 7,600 5 0·8 3 4·34 2,700 2 4 1 9-45 7,700 5 1·2 3 4·38 2,800 2 4·8 1 10·04 7,800 5 1·6 3 4-43 2,900 2 5·6 1 10·63 7,900 5 2 3 4-48 3,000 2 6·4 1 11·2 8,000 5 2·4 3 4·52 3,100 2 7·2 1 11·78 8,100 5 2·8 3 4-56 3,200 2 8 2 0·36 8,200 5 3·2 3 4-60 3,300 2 8·8 2 0·94 8,300 5 3·6 3 4·64 3,400 2 9·6 2 1·52 8,400 5 4 3 4-68 3,500 2 10·4 2 2·12 8,500 5 4-4 3 4·74 3,600 2 11·2 2 2·73 8,600 5 4·8 3· 5·87 3,700 3 0 2 3·34 8,700 5 5·2 ' 3 7 3,800 3 0·8 2 3·94 8,800 5 5·6 3 8·14 3,900 3 1·6 2 4-54 8,900 5 6 3 9·27 4,000 3 2·4 2 5·15 9,000 5 6-4 3 10·4 4,100 3 3·2 2 5·76 9,100 5 6·8 3 11·53 4',200 3 4 2 6·36 9,200 5 7·2 4 0·66 4,300 3 4·8 2 6·96 9,300 5 7-6 4 1·79 4,400 3 5·6 2 7·57 9,400 5 8 4 2·93 4,500 3 6·4 2 8·18 9,500 5 8·4 4 4·06 4,600 3 7·2 2 9·12 9,600 5 8·8 4 5·19 4,700 3 8 2 10·07 9,700 5 9·2 4 6·32 4,800 3 8·8 2 11·01 9,800 5 9·6 4 7-45 4,900 3 9·6 2 11·95 9,900 510 4 8·58 5,000 3 10·4 3 0·9 I 10,000 5 10·4 4 9·71 5,100 3 11·2 3 1·84 

I 
10-20,000 5 10·4 3 3·28 5,200 4 0 3 2·78 20,000 and 5 10·4 3 2·78 5,300 4 0·8 3 3·72 over 

~~------- -
~e a':era.ge rate of tax in the pound !>f income ah?wn a.s actually paid by individuals in the above table has, in 

the higher mcomes, been lowered through mvestments m debentures carrying low maximum taxes. 
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APPENDIX C. 

'l'ABLE SHOWING THE PE!tCEN1'AGE OF INCOME-TAX PAID BY DIF.'Elt&NT ULASSES OF PEIISONAL INCOMES. 

APPENDIX D. 

CoMPARISON BETWEEN INCOME-TAX PAYABLE IN NEw ZEALAND, AusTIIALIA, AND GIIEAT BntTAIN ON 

SELECTED INCOMES UP TO £1,000. 

~--

'!'ax payer 
I Australian l'ommonwen.lth, including 

lnoomc. Married, New Zealand. 

I 

Great Britain. 
with New South ~outh Au11· 

Uhlldren. Wales. 
Victoria.. Queensland. tralia. 

I 
£ •. d. £ •. d. £ s. d. £ •. d. £ •. d. £ •. d. 

400 None 3 12 0 14 6 7 9 19 1 13 16 10 12 0 9 15 3 9 
400 2 Nil 5 9 6 5 7 0 7 7 8 7 11 2 8 2 0 
400 3 Nil 1 7 10 3 7 10 4 15 0 5 13 3 5 1 3 
600 None 10 16 0 34 19 2 27 9 2 36 17 6 26 16 8 45 11 3 
600 2 7 4 u I 24 0 3 20 13 7 27 12 9 21 6 1 31 7 9 
600 3 5 8 0 ; • 19 011 I 

17 11 9 23 7 9 18 16 \J 25 6 3 
BOO None 31 10 0 59 13 2 45 5 8 67 4 6 46 6 6 B6 I 3 
BOO 2 25 4 0 48 10 4 38 10 4 56 12 10 40 16 2 71 17 9 

800 3 22 5 7 43 4 7' 35 6 3 52 2 5 38 4 7 65 16 3 

1,000 None 54 0 0 83 15 11 61 18 5 103 3 5 65 17 7 126 11 3 

1,000 2 45 17 8 71 9 9 55 811 92 8 10 59 8 I 112 7 9 

1,000 3 I 
42 1 7 65 10 3 52 7 9 86 9 5 56 611 106 6 3 
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APPENDIX B. 

TABLE sHowrNG THE RATEs PAYABLE FOR INcoME-TAX UNDER THE ANNUAL TAXING AcT OF 1923 
IN RESPECT OF THE SPECIFIED INCOMES. 

--
Average Rate of Tax per Rate of Tax Average Rate of Tax per Rate of Tax 

£1 on ToTAL INCOME on a TAXABLE 
£1 of TOTAL INcOME 

on a TA..XA.BLE actually paid by Individuals Amount of INCOME of actually paid by Individuals Amount of INCOME of 
on Amount in First on Amount in First Income. Amount stated Income. Amount stated Column, after maldng Column, after making in 

1. 
in Allowances for all Non-Allowances for all NOn· First Column. First Column. 

taxable Exemptions. taxable Exemptions. 

£ .. d. •• d. £ •• d. •• d. 
400 0 9·6 0 1 5,400 4 1•6 ; 3 4·66 
500 0 10·4 0 2·1 5,500 4 2-4 . 3 5·6I 
600 0 ll·2 0 3·55 5,600 4 3·2. 3 6·16 
700 1 0 0 5·5 5,700 4 4 3 6·71 
800 1 0·8 0 7·8 5,800 4 4·8 3 7·26 
900 1 1-6 ·o 9·77 5,900 4 5·6 3 7·81 

I,OOO I 2·4 0 10·4 6,000 4 6·4 3 8·37 
I,IOO I 3·2 0 ll·03 6,IOO 4 6·8 3 8·92 
1,200 I 4 0 ll-66 6,200 4 7·2 3 9·47 
1,300 I 4·8 I 0·29 6,300 4 7·6 3 10·02 
1,400 I 5·6 I 0·9 6,400 4 8 3 10·57 
I,500 I 6·4 I 1·52 6,500 4 8·4 3 11-13 
1,600 I 7·2 I 2·2 6,600 4 8·8 3 10·45 1,700 1 8 I 2·88 6,700 4 9·2 3 9·79 1,800 I 8·8 1 3·56 6,800 4 9·6 3 9·09 I,900 1 9·6 1 4·23 6,900 4 10 3 8·40 2,000 1 10·4 1 4·9 7,000 4 I0·4 3 7-71 2,IOO 1 ll·2 I 5·57 7,100 4 10·8 3 7·03 2,200 2 0 I 6·24 7,200 4 ll·2 3 6·34 2,300 2 0·4 1 6·91 7,300 4 ll·6 3 5·66 2,400 2 1·6 1 7·58 7,400 5 0 3 4·98 2,500 2 2·4 1 8·27 7,500 5 0·4 3 4·29 2,600 2 3·2 1 8·86 7,600 5 0·8 3 4·34 2,700 2 4 1 9·45 7,700 5 1·2 3 4·38 2,800 2 4·8 1 10·04 7,800 5 1-6 3 4-43 2,900 2 5·6 1 10·63 7,900 5 2 3 4-48 3,000 2 6·4 1 ll·2 8,000 5 2·4 3 4·52 3,100 2 7·2 I ll·78 8,IOO 5 2·8 3 4·56 3,200 2 8 2 0·36 8,200 5 3·2 3 4-60 3,300 2 8·8 2 0·94, 8,300 5 3·6 3 4·64 3,4,00 2 9·6 2 I-52 8,400 5 4 3 4-68 3,500 2 I0-4, 2 2·I2 8,500 5 4-4 3 4,·74 3,600 2 ll·2 2 2·73 8,600 5 4·8 3· 5·87 3,700 3 0 2 3·34, 8,700 5 5·2 3 7 3,800 3 0·8 2 3·94 8,800 5 5·6 3 8·14 3,900 3 I·6 2 4-54 8,900 5 6 3 9·27 4,,000 3 2·4 2 5·I5 9,000 5 6·4 3 10·4 4,IOO 3 3·2 2 5·76 9,100 5 6·8 3 ll·53 4,,200 3 4, 2 6·36 9,200 5 7·2 4 0·66 4,300 3 4·8 2 6·96 9,300 5 7·6 4 1·79 4,400 3 5·6 2 7·57 9,400 5 8 4 2·93 4,500 3 6·4 2 8·I8 9,500 5 8·4 4 4·06 4,,600 3 7·2 2 9·12 9,600 5 8·8 4 5·19 4,700 3 8 2 10·07. 9,700 5 9·2 4 6·32 4,,800 3 8·8 2 ll·01 9,800 5 9·6 4 7-45 4,900 3 9·6 2 ll·95 9,900 5 10 4 8·58 5,000 3 10·4 3 0·9 I 10,000 5 10·4 4 9·71 5,100 B 11·2 3 1·84 

I 
10-20,000 5 10·4 3 3·28 5,200 4 0 3 2·78 20,000 and 5 10·4 3 2·78 5,300 4 0·8 3 3·72 over 

The average rate of tax m the pound of income shown as aotuall id b · di · d · 
the higher incomes, been lowered through investments in debenturesla.!!..ng 

1
Y
0

wm Vl. ua.ls 1nt the above table has, in 
--J..... maxunum axes. 
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APPENDIX C. 

'£ABLE SHOWING THE PEltCENl'AGE OF INCOME-TAX PAID BY IJIFFEII&N"f VLASSES OF PERSONAL INCOMES. 

Incomes. l'croontn.ge of 'l'otal 
ABSessn.blo Income. Perounta.go of Tnx paid. 

--------------· ·--- c-·------·----,-·------

Under £300 
£300- £39U 
400- 499 
500- 599 
600- 699 
700- 799 
800- 899 
900- 999 

1,000- 1,999 
2,000- 2,999 
3,000- 3,999 
4,000- 4,999 
5,000- 5,999 
6,000- 6,999 
7,000- 7,999 
8,000- 8,999 
9,000- 9,999 

10,000--19,999 
20,000 and over .. 

APPENDIX D. 

18·39 
20·80 
12·59 
8·45 
7·12 
4·39 
3·11 
2·30 

11·95 
4-45 

. 2·03 
1·21 
0·72 
0·41 
0·22 
0·21 
0·18 
0·77 
0·61 

100·00 

0·66 
1·54 
3·16 
3·{i8 
[)·12 
4-59 
HO 
3·76 

25·03 
13·88 
8·26 
5·87 
4·34 
3·22 
1-45 
1·20 
1·37 
H5 
4·02 

100·00 

CoMPARISON BETWEEN INCOME-TAX PAYABLE IN NEw ZEALAND, AusTRALIA, AND GnEAT BRITAIN ON 

SELECTED INCO>IES UP TO £1,000. 

'faxpa.yer 
I Australian Commonwealth. including 

lnoowe. Married, Naw Zealand. 

I 

Great Hrituin. 
with New South South And· 

Children. Wales. 
Victoria. Queensland. tra.lia. 

I 

£ •. d. £ •. d. £ s. d. £ 8. d. £ a. d . £ •. d. 

400 None 3 12 0 14 6 7 9 19 1 13 16 10 12 0 9 15 3 9 

400 2 Nil 5 9 6 5 7 0 7 7 8 7 11 2 8 2 0 

400 3 Nil 
I 1 7 10 3 7 10 4 15 0 5 13 3 5 1 3 

600 None 10 16 0 34 19 2 27 9 2 36 17 6 26 16 8 45 11 3 

600 2 7 4 0 I 24 0 3 20 13 7 27 12 9 21 6 1 31 7 9 

600 3 5 8 0 I· 19 011 I 
17 11 9 23 7 9 18 16 \J 25 6 3 

800 None 31 10 0 I 59 13 2 45 5 8 67 4 6 46 6 6 86 1 3 

800 2 25 4 0 48 10 4 3810 4 56 12 10 40 16 2 71 17 9 

800 3 22 5 7 43 4 7" 35 6 3 52 2 5 38 4 7 65 16 3 

1,000 None 54 0 0 83 15 11 61 18 5 103 3 5 65 17 7 126 11 3 

1,000 2 

I 
45 17 8 71 9 9 55 811 92 810 59 8 1 112 7 9 

1,000 3 42 1 7 
I 

65 10 3 52 7 9 86 9 5 56 6 11 106 6 3 



APPENDIX E. 

COMPARATIVE STATEMENT OF LAND-TAX ALONE AS AGAINST INCOME-TAX ALONE, AND LAND AND INCOME TAX COMBINED AGAINST lNCOME-TAX ALONE, WITH NET YIELDS TO CAPITAL IN EACH CASEJ 
ASSUMING AN EARNING 011 2t PER CENT. ON CAPITAL BEFORE ANY TAXES ARE DEDUCTED. 

Income-tax with Exemption of 6 per Cent. on In1·ome·tnx without Exemption of 61 I 
Unl.upro\'ed \'alue. per Cent. on lJnlmilfO\ed Vnlue. PercC'ntage PercentaJ;e 

I 
Perccntal{e :\'et Inrome .Xet 

Stock, lm· I c t I Totnl Tnx U I Net to Capltnl Income to E 1 Un· ph•ments Total Lnn•l-tax Net 60rUn~~-' Lanil·tnx (Col. 4) Incowe to after Land Capital ~cess 0 L~!'d 
hupro,·ed nn•l 1m-' Capital fn r n lnrome on pro\'ed YllliiC St..'ltu- Income-tax. otd Income-tax Ex~mp- Cnpttal and Income alter an~ Income lo.x 

\ nluc I pro,·cmenta employ('(! Unimproved Cnpitnl allowed ns tan· pther Taxable (Col. 101 are bo~h tio 1• 
08 Tnxable after I.nnd· Tnxc:s lnfome- O'ier Income-

(GliJlCf (40 J.Cr l'roJ•crtr Value. emplo~·elt lJe.luctlon Exenip- Exemp· Income. I charged. CPI" 7 lncome. ID.come·taJ:. tax (Col. -1.) (Cots. 4 and tax (Col. tax only. 
Cl·nt.J. j rcut.}. anti Stock. before from tlon, tlollll. n ~-~·8 deducted. 10) d&- 14} oe-

Tnses A!l!ICS!lllblo 1 
• ducWd. ductoo. 

Ex<'ess or 
Income-tax 
only o\·er 
Lund and 

Inrome Tax. 

Exoess or ExceM or 
Lan(l·tax alone Incnmc-tax 

(Col. f) over alone (Col. HI 
"'Income-tax onr Lnnd-tax 

aloue (Col. H). alone (COl. 'I· 

I. 

I 1 detlucted. Jacome. 

-7----"'-' -"--- :J.- -- ---'''-'-·---,----'''"-• --c- - _IJ.- --'-' __c7c,_. --',__!8>,_. --', __ _..,_. --'---~··!:_· __ ,_! --'''-'''-' --'-'''-'"'-' -' --'''"":· __ __, __ _,,,_ •. --'.,--''"'

5
'-· -',--''"'""-' -'-;--'~7"-. -7---''"'-"'-' -~-.2.''""-·-~-~., •. .___)___~2'!cl..___ 

I I £ s. d. £ 
2,400 
4,500 
6,000 
7,500 
9,000 

12,000 
18,000 
24,000 
30.000 
42,000 
57,000 
72,000 
90,000 

120,000 
150,000 
180,000 
210,000 

2,400 
4,500 
6,000 
7,500 
o.ooo 

12,000 
18,000 
24-;tl(JO 
30,000 
42 ,!KIO 
67,000 
72,000 
90,000 

£ 
1,600 
3,000 
4,000 
5,000 
6,000 
8,000 

12,000 
16,000 
20,000 
28,000 
38,000 
48,000 
r.o,ooo 
80,000 

100,000 
120,000 
140,000 

1,000 
3,000 
4,000 
5,000 
6,000 
8,000 

12,000 
16,000 
20,000 
28,000 
38,000 
48,000 
80,000 

120,000 - 80,000 
150,000 100,000 
180,000 120,000 
2 10,000 140,000 

£ 
4,000 
7,500 

10,000 
12,500 
15,000 
20,000 
30,000 
40,000 
50,000 
70,000 
95,000 

120,000 
150,000 
200,000 
250,000 
300,000 
350,000 

4,000 
7,500 

10,000 
12,500 
15,000 
20,000 
30,000 
40,000 
50,000 
70,000 
95,000 

120,000 
150,000 
200,000 
250,000 
300,000 
350,000 

£ •. d. 
10 14 0 
22 0 8 
31 5 0 
41 8 2 
52 10 0 
77 10 0 

138 15 0 
215 0 0 
306 5 0 
533 15 0 
902 10 0 

1,365 0 0 
2,043 15 0 
3,475 0 0 
4,906 5 0 
5,887 10 0 
6,869 15 0 

£ 
100 
187j 
250 
312! 
375 
500 
750 

1,000 
1,250 
I, 750 
2,375 
3,000 
3,750 
5,000 
6,250 
7,500 
8,750 

£ 
120 
225 
300 
375 
4f>O 
600 
900 

1,200 
1,500 
2,100 
2,R50 
3,600 
4,500 
6,000 
7,500 
9,000 

10,500 

£ 
300 
300 
300 
300 
300 
300 
150 

£ 
105 
109 
112! 
115 
118i 
125 
137! 
150 
225 
275 
300 
300 
300 
300 
300 
300 
300 

£ £ •. d. £ •. d. 
10 14 0 
22 0 8 
31 5 0 
41 8 2 
52 10 0 
77100 

138 15 0 
215 0 0 
306 5 0 
5~3 15 0 
902 10 0 

1,:165 0 0 
2,043 15 0 
3,47;; 0 0 
4,006 5 0 
5,887 10 0 
6,868 15 0 

£ 
405 
409 
412! 
415 
418i· 
425 ' 
287i'l 
15(1 
225 1 

275 
300 
300 
300 
300 
300 
300 
300 

£ 

75 
462! 
860 

1,025 
l,47i) 
2,07[) 
2,700 
3,450 
4,700 
5,950 
7,200 
8,450 

£ •. d. 

3 f) 0 
19 8 8 
4(1 lU 0 
H2 7 1 

Ill 17 I 
198 17 I 
315 0 0 
488 15 0 
861 13 4 

1,338 15 0 
1, 776 0 0 
2,260 7 6 

2·23 
2·21 
2·19 
2·17 
2·15 
2-11 
2·04 
1·96 
1·89 
1·74 
1·55 
1·30 
1·14 
0·76 
0·5! 
0·54 
0·5! 

2·23 
2·21 
2·19 
2·17 
2·15 
2·11 
2·04 . 
1·96 
1·89 
1·74 
1-55 
1·36 
1·14 
0·76 
0·54 
0·54 
0·54 

2·50 
2·50 
2·50 
2·5() 
2·50 
2·48 
2.43 
2·3R 
2·37 
2·:!4 
2·2f) 
2·24 
2·17 
2·07 
1·91l 
1-91 
1·85 

£ •. d. 
10 14 0 
22 0 8 
31 5 0 
41 g 2 
52 10 0 
74 10 0 

119 6 4 
168 5 0 
243 17 11 
421 17 II 
703 12 II 

1,050 0 0 
1,5;;5 0 0 
2,613 6 8 
3,567 10 0 
4,111 10 0 
4,608 7 6 

COMPARATIVE STATEMENT AS ABOVE, ASSUMING .L' EARNING OF 5 PER CENT. ON CAPITAL BEFORE ANY TAXES ARE DEDUCTED. 

10 14 0 200 120 300 110 .. .. 10 14 0 410 .. .. 4·73 4·73 5·00 10 14 0 
22 0 8 375 ··- 300 118) .. 22 0 8 418f 4·71 4·71 5-()0 22 0 8 •• a .. .. .. 
31 5 0 500 300 300 125 .. .. 31 5 0 425 75 3 0 0 4·69 4·69 4·97 28 5 0 
41 8 2 625 375 ··- 131 41 8 2 406 219 8 15 2 4·67 4·67 4·93 32 13 0 "'" .. .. 
52 10 0 750 450 _!50 137! 12! 010 0 53 0 0 287! 462j 19 8 8 4·1i5 4·05 4·87 3:1 II 4 
77 10 0 1,000 GOO .. 150 250 10 0 0 87 10 0 150 R:30 4« 15 0 4·61 4·5() 4·77 40 15 0 

138 15 0 I ,500 9(~) .. 2.-)() 350 14 0 0 152 15 0 250 1,250 85 8 4 4·.54 4·49 4·7~ 67 6 8 
215 0 0 _2,000 1,200 .. 300 500 21 13 4 23f> 13 4 300 1,700 141 13 4 4·46 4--U 4·1i5 95 0 0 
306 5 0 2,500 1,500 .. 300 700 35 0 0 341 5 0 300 2,200 220 0 0 4-39 4·32 4·56 121 5 0 
533 15 0 3,500 2,100 .. 300 1,100 6~ 13 4 603 8 1 300 3,200 426 13 4 4·24 4·1<1 4·39 176 15 0 
902 10 0 4,750 2,8.50 .. 300 1,600 128 0 0 1,030 10 0 300 4,450 778 15 0 4·05 3·92 4·18 251 15 0 

1,365 0 0 6,000 3,600 .. 300 2,100 203 0 0 1 ,508 0 0 300 5,700 1,235 0 0 3·86 3·69 3·97 333 0 0 
2,043 15 0 7,500 4,500 .. 300 2,700 315 0 0 2 ,3ij8 15 0 300 7,200 1,776 0 0 3·64 3-43 3·81 582 15 0 
3,475 0 0 10,000 6,000 .. 300 3,700 555 0 0 4,030 0 0 300 9,700 2,79!! 16 8 3·26 2·98 3·60 1,233 3 4 
4,906 5 0 12,500 7,500 .. 300 4,700 861 13 4 5,7f>7 18 4 300 12,200 3,578 13 4 3·04 2·69 3·57 2,189 5 0 
5,887 10 0 15,000 9,000 .. 300 5,700 1,235 0 0 7,122 10 0 300 14,700 14,312 0 0 3·04 2·63 3·56 2,810 10 0 
6,868 15 0 17,500 10,500 .. 300 6,700 1,596 16 8 8,465 II 8 300 17,200 ' 5,045 6 8 3·04 2·58 3·56 3,420 5 0 

£ •. d. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

10 14 0 
22 0 8 
31 5 0 
41 8 2 
52 10 0 
74 10 0 

ll9 6 4 
168 5 0 
243 17 II 
421 17 II 
703 12 II 

1,050 0 0 
1,555 0 0 
2,613 6 8 : 
3,567 10 0 ! 
4,111 10 0 ' 
4,608 7 61 

10 14 0 
22 0 g 
28 5 0 
32 13 0 
33 I 4 
30 15 (I 

53 6 8 
73 6 8 
86 5 0 

107 I 8 
123 15 0 
130 0 0 
267 15 () 

678 3 4 
1,327 ll 8 
1,575 10 0 
1,823 8 4 

£ •. d. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 
----



CoMPARATIVE STATEMENT oF LAND-TAX ALONE AS AGAINST INCO}lE-TAX ALONE, AND LAi'<D A..'<D INCOME TAX coMBINED AGAINST INCOME-TAX ALONE, WITH NET YIELDS TO CAPITAL IN EACH CASE, 

• ASSUMING AN EARNING OF 7t PER CENT. ON CAPITAL BEFORE ANY TAXES ARE DEDUCTED. 

£ £ £ 
2,400 I , 600 4,000 
4,500 3,000 7,500 
6,000 4,000 10,000 
7,500 5,000 12,500 
9,000 6,000 15,000 

12,000 8,000 20,000 
18,000 12,000 30,000 
24,000 16,000 40,000 
30,000 20,000 50,000 
42,000 28,0(]0 70,000 
57,000 38,000 95,000 
72,000 48,000 120,000 
90,000 00,000 150,000 

120,000 80,000 200,000 
150,000 100,000 2r.o,ooo 
180,000 120,000 300,000 
210,000 140,000 350,000 

2,400 l,H!)f) 4 ,()(H) 

4,500 3,000 7,500 
6,000 4,000 10,000 
7 ,5(1() 5,0UO 12,500 
9,000 6,000 15,000 

12,000 R .0!!0 20,000 
18,000 .12 ,()tl() 30 ,(1(1() 
24,000 16,000 40 ,Otl() 
30,000 20,000 50,tXlO 
42,000 28,000 70,lHlO 
57 ,{)()1) 38 ,O!tO 95,000 
72 ,O!Ml 48,(1()() 120 ,0!1() 
90,000 l)(l,(l(lO 150,000 

120,000 so ,OtlO 200,000 
160,000 lOU,OOO 250,000 
180,000 120.000 300,000 
210,000 140,000 350,tXlO 

£ s. d. £ £ £ £ £ £ s. d. £ s. d. £ £ £. s. d. £ s. d. 
1(1 14 0 300 120 300 115 .. .. HJ 14 0 415 .. . . 7·23 7·23 7·50 10 14 0 
22 0 8 562! 225 300 128 .. .. 22 () 8 428 134! 5 7 7 7·21 7·21 7·43 16 13 1 

31 5 0 750 300 150 137! 162! 610 0 37 15 0 287! 462! 19 8 8 7·19 7·12 7·31 18 6 4 

41 8 2 9:!7! 375 .. 147 415! 16 16 2 58 4 4 147 790j 41 17 5 7·17 7·03 7·16 16 6 II 
52 10 0 1,125 450 .. 212! 462j 19 8 8 71 18 8 212! 912! 52 010 7·15 7·02 7·15 19 17 10 

77 10 0 1,500 600 .. 250 650 31 8 4 108 18 4 250 1,250 85 8 4 7·11 6·96 7·07 23 10 0 
138 15 0 2,250 900 .. 300 1,050 64 15 0 203 10 0 300 1,950 178 15 0 7·04 6·82 6·90 24 15 0 
215 0 0 3,000 1,200 .. 300 1 ,500 115 0 0 330 0 () 300 2,700 315 0 0 6·96 6·68 6·71 15 0 0 
306 5 0 3,750 1,500 .. 300 1,950 17R 15 0 4S5 0 0 300 3,450 488 15 0 6·89 6·53 6·52 .. 
533 15 0 ,) ,2f>O 2,100 .. 300 2,850 346 15 0 SRO 10 0 300 4,950 948 15 0 6·74 6·24 6·14 .. 
902 10 0 7,125 2,850 .. 300 3,975 632 13 9 1,535 3 9 300 6,825 1,640 16 10 6·55 5·88 5·77 .. 

1,365 0 0 9 ,(1(1() 3,600 .. 300 5,1(10 1,003 0 0 2,368 0 0 300 8,700 2,363 10 0 6·36 5·53 5·53 4 10 0 
2,643 15 0 11,250 4,500 .. 300 6.450 1,510 7 6 3,55-l 2 6 300 10,950 3,212 0 0 6·14 5·13 5·36 342 2 6 
3,475 0 0 15,000 6,000 .. 300 8,700 2,363 10 0 5,838 10 0 300 14,700 4,312 0 0 5·76 4·58 5·34 1,526 10 0 
4,906 5 0 18,750 7,500 .. 3(1() 10,950 3,212 0 0 8,II8 5 0 300 18,450 5,412 0 0 5·54 4·25 5·33 2,706 5 0 
5,887 10 0 22,500 9,000 .. 3!1() 13,200 3,872 0 0 9, 759 10 0 300 22,200 6,512 0 0 5·54 4·25 5·33 3,247 10 0 
6,868 15 0 2o,2rl() 10,000 .. 300 15,450 4,532 0 0 II,400 15 0 300 25,950 7,612 0 0 5·54 4·24 5·32 3,788 15 0 

COMPARATIVE STATEMENT AS ABOVE, ASSUMING A.'! EARNING OF 10 PER CENT. ON CAPITAL BEFORE ANY TAXES ARE DEDUCTED. 

' 
10 14 0 400 120 300 120 .. .. 10 14 0 420 .. .. 9·73 9·73 10·00 10 14 0 
22 0 8 750 225 150 137! 237! 010 0 31 10 8 287! 462! 19 9 2 9·71 9·58 9·74 12 1 6 
31 5 0 I ,0!1() 300 .. 150 5ii0 24 15 0 56 0 0 150 850 46 15 0 9·69 9·44 9·53 9 5 0 
41 8 2 1,250 375 .. 225 650 31 8 4 72 16 6 225 1,025 62 7 1 9·67 9·42 9·50 10 9 5 
52 10 0 1,500 450 .. 250 800 42 !3 4 {l;") 3 4 250 1,250 85 8 4 9·65 9·37 9·43 9 15 0 
7710 0 2,000 I)(Ht .. 300 1,100 69 13 4 147 3 4 300 1,700 141 13 4 9·61 9·26 9·29 5 10 0 

' 138 15 0 3 .O!Hl 900 .. 300 1,800 156 0 0 294 15 0 300 2,700 315 0 0 9·54 9·02 8·95 .. 
215 0 0 ·1, (j(t() 1,200 .. 300 2,500 275 0 0 490 0 0 300 3,700 655 0 0 9·46 8·78 8·61 .. 
306 5 0 5,000 1,500 .. 300 3,200 426 13 4 732 18 4 300 4,700 861 13 4 9·39 8·53 8·28 .. 
533 15 0 7,000 2.100 .. 300 4,HOO 828 0 0 1,301 15 0 300 6,700 1,596 16 8 9·24 8·05 7·72 .. 
902 10 0 9,500 2,85fl .. 300 6,350 1,476 7 6 2,378 17 6 300 9,200 2,576 0 0 9·05 7·50 7·29 .. 

1,365 0 0 12 .ooo 3,600 .. 300 8,Hl0 2,110 10 fl 3,4S4 10 0 300 II, 700 3.432 0 0 8·86 7·10 7·14 52 lO 01 
2.043 15 0 15 ,()(I() 4,500 .. 3tl() 10,200 2,992 0 0 5,0:l5 15 0 300 14,700 4,312 0 0 8·64 6·64 7·12 723 15 o, 
3,475 0 0 20,fH)() 0,000 .. 300 13,700 4,018 13 4 7 ,4!)3 13 4 300 19,700 5,778 13 4 8·26 6·25 7·II 1 '715 0 0 
4,906 5 0 25,000 7 .5(MJ .. am 17,200 5,045 6 8 9,951 II 8 300 24,700 7,245 6 8 8·04 6·02 7·10 2,706 5 0 
5,887 10 0 30 .(I(~) 9 ,0()() .. 31_M) 20,700 6,072 0 0 II.9:>9 10 0 3Ll0 29,700 8,712 0 0 8·04 6·01 7·09 3,247 10 0 
6,8GS 15 0 35.01Xl I 10 ,G(I(t .. 300 ! 24,200 7,098 13 4 13.967 8 4 300 34,700 10,178 13 4 8·04 6·01 7·09 3,788 15 0 

£ s. d. £ •• d. .. 10 14 0 .. 16 13 I .. II 16 4 
.. . . .. 0 9 2 
.. . . 
.. .. .. . . 

3 15 0 .. 
68 5 0 .. 

105 13 I . . .. .. .. .. .. .. .. .. .. .. .. .. 

.. lO 14 0 .. 211 6 .. .. 

.. .. .. .. .. .. 
20 5 0 .. 
65 0 0 .. 

128 15 0 .. 
235 l 8 .. 
197 2 6 .. .. .. 

.. .. 

.. .. .. .. .. .. .. .. 

£ s. d 
. . . . 
.. 
0 9 
. . 
7 18 

40 0 
100 0 
182 10 
415 0 

3 

4 
0 
0 
0 
0 

738 6 10 
998 10 0 

1,168 5 0 
837 0 0 
505 15 0 
624 lO 0 
743 5 0 

.. 

.. 
15 lO 
20 18 1 

0 
I 
4 
4 
0 
0 
4 
8 
0 
0 
0 
4 
8 
0 
4 

32 18 
64 3 

176 5 
340 0 
555 8 

1,063 I 
1,673 10 
2,067 0 
2,268 5 
2,303 13 
2,339 I 
2,824 lO 
3,309 18 



APPENDIX E-continued. 

COMPARATIVE STATEMENT OF LAND-TAX ALONE AS AGAINST INCOME-TAX ALONE, AND LAND AND INCOME TAX COMBINED AGAINST INCOME-TAX ALONE, WITH NET YIELDS TO CAPITAL IN EACH CASE, 
ASSUMING AN EARNING OF 12t PER CENT. ON CAPITAL BEFORE ANY TAXES ARE DEDUCTED. tO 

--

Un-
lmrro,·od 

\ alue 
{00 pelt 
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MINUTES OF EVIDENCE. 

WELLINGTON: MONDAY, 14TH APRIL, 1924. 

D. G. CLARK, Commissioner of Inland Revenue, examined. 

The Chairman: I understand, Mr. Clark, that you have prepared a summary of the law with 
regard to land and i~come tax as ~t stands at. present: pe~haps you would be go~d enough to read 
that to us !-Yes, sir. The followmg summarizes the law m force for the financial year ended 31Ht 
March, 1924:-

Land·taX. 

R_eturns and A~sess1ne11ts.-For the purpose of the assessment and levy of land·tax every taxpay"r 
shall m caci.' year m April furnish to the Comnusswner a complete statement of all land in respect 
whereof he IS assessable for land·tax as owned by him at noon on the 31st March in the preceding 
year, together with particulars of mortgages owing on thll said land. "Year" means a vcar com· 
mencing on the 1st April and ending on the 31st March, both of these days being included. From 
the returns s~ made the Commissioner s~all in ~acb year make assessments in respect of every 
taxpayer, settillg forth the amount on whwh tax IS payable and the amount of the tax. Notice of 
assessment shall be given to the taxpayer, and a date fixed within which he may make any object.ion 
to the assessment. 

Objection.-Every taxpayer assessed for land.tax may object to the assessment within the time 
specified. Objections not allowed by the Commissioner may be heard and determined before a 
Stipendiary Magistrate. Magistrate's decision is final and conclusive on a question of fact, but appeal 
to the Supreme Court may be made on a question of law. 

Valuation of Land.-Land·tax shall be assessed on the unimproved value of the land owned by 
the taxpayer, and for the purposes of the Act the unimproved value as shown on the district valuation 
roll in force under the Valuation of Land Act, 1908, on the 31st March preceding the year of assessment 
shall be deemed to be the unimproved value of the land on that day. Provision is made to exclude 
from the unimproved value the value of any minerals, timber, or flax (other than the roots of flax
plants). A taxpayer may for the purposes of the Land for Settlements Act, 1908, fix his own 
unimproved value at an amount greater than the unimproved value computed in accordance with 
the Act, by-(1) Returning it in his return at a higher value ; (2) having it entered on the subsidiary 
roll in force under the Land for Settlements Act, 1908. 

Scope of Tax.-In general the tax applies to every person who was the owner of the land at noon 
on the 31st March preceding the year in and for which the tax is payable, land·tax to be levied on 
the total unimproved value of the land so owned, diminished by certain special exemptions. 

Special Exemptions and Allowances.-(!.) When the unimproved value does not exceed £1,500, 
a deduction of £500; or when the unimproved value exceeds £1,500, a deduction of £500 diminished 
at the rate of £1 for every £2 of that excess, so as to disappear at £2,500. 

(2.) In lieu of the above there may be deducted, where the land was subject to a mortgage on 
the 31st March, the following amount: (a) Where the total unimproved value does not exceed 
£6,000, the sum of £4,000 ; (b) where the total unimproved . value exceeds £6,000, the sum of 
£4,000 diminished at the rate of £2 for every £1 of that excess so as to disappear when that value 
amounts to or exceeds £8,000 : Provided that wher& the total value of the mortgages is leRI! than 
the amount computed under (a) or (b), then the total value of the mortgages shall be deductible in 
lieu of the deduction provided by (a) or (b). 

(3.) In cases where the total income of the taxpayer does not exceed £300, and where by reason 
of age, ill health, or other disabilit.J: he is incapac!tated fro~ further earning, and where, pa~e?t of 
land·tax in full would cause hardship, an alternative deductiOn may be allowed by the Commi&•IOner 
of a sum not exceeding £2,500. 

(4.) Where the taxpayer is a widow, ha':ing children d~pendent on her for ~UPJ~ort, and payme.nt 
of the land·tax in full would cause hardship, the Comrmsswner may allow,· ill hen of the spemal" 
deductions hereinbefore provided, a deduction not exceeding £4,000. 

(5.) Where land has not been improved ~ the exten~ of £1 an acre ?r. an amo';lnt equal to 
one·third of the unimproved value and whiCh m the ?PiniOn o~ the Comrrusswner It IS reasonable 
should have been improved to that exte~t, the deductions. provided under 1, 2, and 3 shall not be 
allowed, and in addition 50 per cent. more ill the rate of tax IS char.geable than.that fixed by the annual 
taxing Act in respect of other lands. A red~ced rate of land;tax IS provided m respect of land owned 
by a religious society held for religious, charitable, or educahonal purposes, the rate to be one·half of 
that chargeable on other land. ·. . 

Native Land leased to any person is chargeable with land·tax at half the rate apphcabl~ to 
European land, with a proviso that the tax shall not exceed one·fourth of th~ rental revenue derived 
from the land. Occupiers of Native land are made the agents for the Native owner and pay the 
Native land·taX. The Act empowers them to retain from the rent tax so paid. This proviso does 
not apply to Native trust lands administered by a trustee. 

3-B. 5. 
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Exempti(}ns.-Land shall be exempt from land-tax in the following cases and to the following 

extent:- bl" h "t 
(a) Land owned by or in trust for a local or pu IC aut on Y: . 

· (h:) Land owned by or in trust for a university, _college, big~ school, o~ other p~blic 
educational institution in New Zealand not earned on for pr1vate p_ecumary profi~ · 

(c.) Land owned by or in trust for a separate institution under the Hospitals and Chantable 
Institutions Act, 1909 : . . . . 

(d.) Land owned by or in trust for a frien~y society, a regJstered buildmg somety, or a 
savings-bank established under th_e Saymgs-banks Act, 1908: . 

(e.) Land owned by or in trust for a somety mc.orporated under the AgriCultural and.Pa~toral 
· Societies Act, 1908, and used by that somety as a showground or place of meetmg. 

(f.) Land owned by or in trust for any company and used by th~t _company as a permanent
way of a public railway or tramway, or for yards and buildings used for the purposes 
of the traffic on that railway or tramway:· 

(g.) Land owned by or in trust for a society incorporated under the Libraries and Mech~nics" 
Institutes Act, 1908, and used by that society as a site for the purposes of the society: 

(h.) Land owned by or in trust for any society_ or trustees and used by such ~oci.ety or 
trustees (otherwise than for private pecumary profit) ":' the s1U: of a public librar;r, 
public museum, public cemetery, or burial-ground, pubhc recreatiOn-ground, or pubhc 
garden, domain, or reserve : 

(i.) Land owned by or in trust for any society or institution established exclusively for 
charitable, educational; religious, or scientific purposes of a public nature, and not 
carried on for private pecuniary profit, if the land is used as a site for the purposes 
of that society or institution: 

Provided that if any such site exceeds 15 acres in extent, this exemption shall 
be limited to 15 acres thereof to be selected by the Commissioner : 

(i-J Native customary land within the meaning of the Native Land Act, 1909. 
Special Pr{}yjsim1s.-(l.) Any person leasing land shall for the purposes of the Act he deemed 

to he the owner of the fee-simple of such land, and shall be assessed and liable for land-tax on the 
aggregate value of the leased land and any land of which he is the owner of the freehold. A deduction 
of the tax payable by the owner of the freehold estate in the leased land is allowed in the assessment 
made against the lessee under this section. 

The above provision does not apply to leasehold estates in any land of the Crown, or in any 
Native land, or any land where the lease was in existence on the 26th October, 1907. 

(2.) The owner of a life estate in land shall be deemed for the purposes of the Act to be the owner 
of the fee-simple to the exclusion of the reversioner. 

(3.) Joint owners shall be assessed in respect of land owned by them as if it was owned by a 
single person, without regard to their respective interests in the land, and only one special exemption 
shall be allowed. In addition each owner shall be assessed in respect of his individual interests in 
the joint estate, together with any other land owned by him in severalty, and with his individual 
interest in any other land. From the aggregate assessment so made a deduction of his share of the 
tax payable in respect of the joint estate is provided for. . 

(4.) For the above purposes the land of a company shall be deemed to be owned by the share
holders in the proportion which their interest in the paid-up capital bears to the whole. 

(5.) Joint occupiers for the same purpose are liable as if they were joint owners. 
(6.) No disposition of land is effective for purposes of land-tax so long as possession is retained. 

. The ~ommon object of all the above special provisions is the aggregation of value of the taxpayers' 
mterests m all ~and owned, o?~up1ed! worked, or used for ~is benefit so that the highest graduated rate 
of tax may be unposed, proVISIOn bemg made for the credit of any land-tax paid in respect of the same 
interests taxed in any other assessment. 

. General.-T~xpayers are req'!ired to notify the sale of land in any year to the Commissioner ; 
failure to .do th1s makes them hable for another year's tax on the same, with, however, right of 
recovery trom the purchaser. Land-tax may, when the assessed taxpayer has made default in 
p_ayment. be recovered from ~he _mortgagee, the successor in title, or the tenant of the land at the 
t1me of the demand. ~roVJSIOD IS made for recovery of tax so paid as a debt, to retain it out of 
m~neys due o~ P_ayable to the taxpayer, and in the case of a mortgagee he may add the amount so 
pa1d to the prmmpal sum of the mortgage. 

·. Ral£8 of Land-tax.~·(!) Where the unimproved value does not exceed £1,000, the rate of land-tax 
1s ld. for eyery £1 thereof; (2) where the unimproved value exceeds £1,000, the rate is ld. for every 
£1 thereof mcreased by one twenty-thousandth part of ld. for every £1 in excess of £1 000 b t as 
not to exceed 7-Hd. in the pound. Absentees are charged 50 per cent. addition~!. ow:e:' of 
undevel.oped land are also charged 50 per cent. additional, and no deductions b wa of s ecial 
exem

1
.P.tJOns allow~ (see paragraph 5, page 17.) Native land is chargedatbalfrates.y La~ own~d by 

a re lgJOUS somety 18 also charged at half rates. 

Income-tax. 
Incmne cha~qed.-In general the tax a~plies to-(1) All incomt• derived b an ·a t 

in New Zealand at the ~me when he derives that income whether it i d . dyf y Jerson res! en 
elsewhere ; and (2) all Income derived from New Zeala~d whether h enve ro~. ew Zeal.and or 

:~ ~s:~~: ~~ t~:~n:%~n~~~:~sf,:"~~~e, ~~?ie~ttoto. the followi~g Iimit:ti~n~~rs(a) ~ex::~~iot~~! ~~~w':'~ 
s Jec mcome-tax m another part of the British Dominion ; 
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and (b) companies resident in New Zualand and can-yin!( on buHin""" cxduHivdy in any of tho i'land• 
of the Pacific, not being British poa8esuiolll!, arc assessable ouly in resp.,ct. of income ~c11ived in New 
Zealand. 

" Assessable income " is defined as-
(a.) All profits or gains derived from any busine••: 
(b.) All salaries, wages, or allowances (whether in ca•h or othurwiHc), ineludin!( all HllmH n""ivcd 

or receivable by way of bonus, gratuity, uxtra Halary, or emolument of any kind, in 
respect of or in relation to the employment or service of tho taxpayers : 

(c.) All profits or gains derived from the sale or disposition of land, or any interest therein, 
if the bUBinesa of the taxpayer comprises dealing in such property, or if tho property 
was acquired for the purpose of selling or otherwiRe diRposing of it at a profit: 

(d.) All profits or gains derived from the extraction, removal, or Hale of minerals or timbor, 
whether by the owner of land or by any other pm1<on : Provirlllll that in thu """" of 
profits or gains derived as aforesaid from·'the removal or sale of timlmr or coul a 
deduction shall bo allowed equal to the cost of the timber or coal removed or Hold by 
the taxpayer during the income year: 

(e.) All profits or gains derived from the business of dealing in live-Htock, meat, butter, 
cheese, or ~vool, or in_ grain, fruit, or other crops, being the natural products of land 
(other than flax) earned on by any person other than the owner of that land : Pro
vided that when the taxpayer is the owner of other land which being URed for purposes 
of the said business is not in itself sufficient for the full suHtenance of Ruch live-stock 
or production of such other product., then the Commissioner shall asHess for income-tax 
only the profits derived from dealing in so much of the abovo-namerl live-otock or 
products as is in excess of the capacity of the said land to fully RUHtain or produce : 

(j.) All rents, royalties, fines, premiums, or other revenue• (includin!( payments for or in 
respect of the goodwill of any business, or the benefit of any statutory license or 
privilege) derived by the owner of land from any lease, lic<>noe, or casement affecting 
the land, or from the grant of any right of taking the profits thereof : 

(g.) All interest, dividends, annuities, and pensions: 
(/t.) Income derived from any other source whatsoever. 

l·ncome exempted.-The exemptions are-
(a.) The salary and emoluments of the Governor-General in respect of his office : 
(b.) The income, other than income received in trust, of a local authority, or of any public 

authority other than the Public Trustee and the State Advances Superintendent: 
(c.) Income derived from sinking funds in respact of the public debt or of the debt of 

any local authority : 
(d.) The income of a building society under the Building Societies Act, 1908, or of a savinb'l!· 

bank under the Savings-banks Act, 1908: 
(e.) The income of a separats institution under the Hospitals and Charitable Institutions 

Act, 1909: 
(f.) Income derived hy any person from any pension under the War Pensions Act, 1915: 
(g.) Dividends and other profit. derived from shares or other right. of membership in com

pauies, other than companies wlrich are exempt from income-tax: 
(h.) Income derived by a person who is not (within the meaning of this Part of this Act) 

resident in New Zealand, from Rtock or debenture• which have been issued by the 
Government of New Zealand, or by any local or public authority, or by the Public 
Trustee acting as the agent of a land-settlement aoRociation under the Land Settle
ment Finance Act, 1909, and the interest on which is payable out of New Zealand: 

(i.) Income derived by the trustees of a superannuation fund : 
(j.) The income of a friendly society, except so far as derived from business carried on beyond 

the circle of ita membership: 
(k.) Income derived by trustees in trust for charitable, religiouH, educational, or scientific 

purposes of a public nature within New Zealand, or derived by any society or inRtitu
tion established exclusively for such purpose• and not carried on for private pecuniary 
profit: Provided that if the aforesaid purposes are not limited to New 7.ealand the 
Commissioner may apportion the income in such a manner as he deems just and 
reasonable between such purposes within New Zealand and the like purposes out 
of New Zealand, and may allow to the trustees, society, or institution a partial 
exemption accordingly: · 

(I.) Income derived by any owner of land in respect of the profits derived from the direct use 
or cultivation thereof, save that this exemption shall not apply with respect to any 
profits or gains, extraction, removal, or sale of minerals or timber, or dealing in 
live-stock, meat, butter, &c. 

(m.) Income expressly exempted from income-tax by any other Act to the extsnt of the 
exemption so provided. 

001nputatwn of Income. 
Year arul Basis of Assessment.-'-The year of assessment runs from the 1st April to 31st March, 

the basis of charge being the income of the preceding twelve months. 
Reductwns.-Reduction is allowed in respect of-

(a.) Repairs of premises and the repair, alteration, or supply of implements, ute~ils, or 
machinery used in the production of income up to the sum usually expended m any 
year. 
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(b.) An allowance at the discretion of the Commission&r for depreciation of such implements, 
utensils, or machinery, whether caused by fair wea~-and-tear or obsolescence, pro-
vided such depreciation cannot be made good by repair. . . 

(c.) Bad debt~ proved bad and actually written off in the year ?f mcome, proV1ded ~hat adll 
recoveries are credited as income in the year in which rec;e1ved. No allowance IS ma e 
for doubtful debts. 

(cl.) Interest to the extent the Commissioner is satisfied it is payable on capital employed in 
the production of the assessable income. , . . . 

(e.) .Five per cent. of the capital value of the taxpayers mterest_n~ land m New Zealand used 
· for the purpose• of his business or for the purpose of denV1ng rent, royalties, or other 

assessable profits t-herefrom (to be deducted from t~e income der_ived from th: land). 
(f.) In calculating the assessable income of any co-operatiVe company mcorpor":ted m New 

Zealand and having for one of its objects the manufacture of cheese, dned nulk, of 
butter in so far as the income in derived from the treatment, manufacture, and sale of 
products of milk, the amount paid or payable by the company_ during the income year 
to suppliem of milk to the company so far as paid or payab~e m respe_ct of and appor
tioned among the suppliem in proportion to the quant1ty of milk or butterfat 
supplied. · • 

(g.) Contributions by employers to superannuation, pension, ~r benefit funds for employees. 
(h.) In arriving at the profit. from the removal or sale of timber or coal, the cost of the 

timber or coal removed or sold. 
Deduction is prohibited in respect of-

(a.) Any expenditure or loss which is not exclusively incurred in the production of the 
assessable income. 

(b.) Any expenditure or loss recoverable under an insurance or contract of indemnity. 
(c.) Payments of any kind made by husband to wife, or wife to husband. 
(cl.) Land-tax or income-tax. . 
(e.) Repairs, intere•t, and other expenditure on property used for residence or pleasure or 

not used in the production of assessable income. 
{j.) Loss of any property by fire, stonn, or accident. 
(g.) Rent charged in respect of premises owned by the taxpayer. 
(h.) Depreciation of leases. 

Set-off Losses.-Any expenditure or loss incurred in the production of assessable income is allowed 
to be deducted from the total gross assessable income from all sources, so that a net loss in one source 
is in effect set against other income of the same year. 

Business losses in 1923--24 and subsequent years may be carried forward and set against assessable 
income for the three following yearn, the relief to be given as far as possible from the earliest assess
ments within that period. 

Personal Allowance, &c.-Exemption limit: Except in the case of absentees and companies the 
exemption limit is £.300. Personal allowances: The following are allowed--(1) £300 less £1 for every 
£1 by which the income exceeds £600 ; (2) £50 in respect of each child dependent on the taxpayer 
(child includes stepchild or grandchild); (3) the amount (not exceeding £50) contributed by the tax
payer towards the support of his widowed mother; (4) insurance premiums paid in the year of· 
income by taxpayer on his own life for his own benefit or the benefit of his wife and children ; 
(5) r<>ntributions to the National Provident Fund or any superannuation fund or the insurance fund of 
a friendly society. Total of these last two deductions 15 per cent. of taxpayer's earned income, or if 
total income does not exceed £2,000, 15 per cent. of his total income. 
. Return" aiUl Assessmenls.-Returns are required in each year, setting forth a complete statement 
of assessable income derived during the preceding year. Where taxpayer makes default in furnishinu 
a return, Commissioner may make an assessment of the amount on which in h'is judgment tax should 
be levied. Tax to be paid on such assessments unless taxpayer establishes· an objection thd the 
assessment is exce•sive or that he is not chargeable with tax. From the returns furnished the Com
missioner shall in each year make assessments setting forth amount on which tax is payable•. 

Objeclion.-Every person assessed for income-tax may object to assessment within the time 
specified. Objections not allowed by the Commissioner may be heard and determined before a 
Stipendiary Magistrate. Magistrate's decision final and conclusive on question of fact, but appeal 
to Supreme Court may be had on questwn of law. 

. Pa11ment.-Tax is assessed and made payable about the 8th l,i'ebruary in each year, public notice 
bemg g1ven of the date of payment. If tax ~o~ paid within twenty-one days of the due date, 5 per 
cent. of the amount lB added by way of additwnal tax. Repayment of tax paid in excess of the 
proper a1~ount may be made if claimed within three years of the end of the year of assessment. A 
compa?y L' deemed to be agent of all ita debenture-holders, and is liable to assessment at a flat rate 
on allmcome der1ved by_ the?' from the debentures. Such assessment is distinct from the company's 
?wn assessment. ProvisiOn _IB ?'~e for refund of excess tax paid at the source in respect of debenture 
mcom~ when the ra~ so pa1d lB ~ excess of the rate that would be payable if the debenture-holder's 
other mcome and his debenture mcome were assessed together. . 

Rales of T~x.-For the year 1923--24 the rates of charge which are based on the net taxable income 
afte_r all deductiOns an~ allowances are made were as follows: (1) Interest on debentures of companies 
3s. m the pound ~ (2) mterest on debentures of local authorities, 2s. 6d. in the pound ; (3) in all othe; 
cases wh~re the m?ome (a) does _not exceed £400, 1s. in the pound; (b) exceeds £400 but does not 
exceed £6,000, 1s. m the p~und, mcreased by one-hundredth of a penny for every £1 of such excess ; 
(c) exceeds £6,000, 5s. &1. m the pound, mcreased by one two hundredth of a penny for every £1 of 
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such excess up to a maximum of 7s. 4d. in the pound. From the income-tax computt•d in accordance 
With 3 (a), (b), and (c) a deduction of 20 per cent. of the tax was made. A tl,•uuction ul•o was mut!o 
of 10 per .cent. of so .nn~ch of the tax as was levied on earned income up to u maximum of £2,000 
of earned mcome. Life-msurance companies are charucd half rates except in respect of income dl'rived 
from debentures. " · 

Oompani~s wul Income from· Oompanies.-Uompanies are charged with income-tax unul'r the 
general scale m respect of their total profits, and the dividends are excluded from the income of the 
shareholders. The Commissioner may, in the case of the shareholder whose total income dol'S not 
exceed £400, pay to the shareholder a sum equal to the difference between the tax paid by the company 
m respect of an amount oi its income equal to the shareholder's dividends and the amount which 
would have .been payable by such shareholder in respect of the dividends if they had fonned part of 
hiS taxable mcome. This payment is limited so that the total payment and dividend combined shall 
not exceed 6 per cent. of the total amount paid upon the shares. The Commissioner may, in the ca."' 
of companies which consist substantially of the same shareholder and which in his opinion are not HO 
constituted for the bona fide purpose of more effectually carrying out their business but rnt.lwr in tlou 
purposes of reducing their taxation, treat for income-tax purposes the two companies as if they were 
a smgle company. . 

Partnerships.-Partners are required to make a joint retnrn of the partnership income and a separate 
return of the non-partnership income, but each partner is assessable as an individual to include his share 
of the partnership income. Husband and wife carrying on business together are not deemed to be 
partners unless carrying on under a deed of partnership. The income of a married woman is 
assessable as if she were unmarried. 

Non-resident Traders, Shipowners, &c.-If a landlord, mortgagee, or other cr<'ditor is an absentee, 
the tenant nwrtgagor or other person who transmits rent, interest, or other money to him may be 
assessed as agent. Any New Zealand company exempt from income-tax is assessable as the agent 
of absentee shareholders in respect of dividends or profits paid to them. Absentee shipowners or 
charterers may be assessed through the masters of their ships, as their agents. The clearance of any 
such ship may be withheld pending_ the payment of tax. Non-resident agents and non-resident 
traders must not in respect of the sale or purchase of goods carry on business without a warrant from 
the Commissioner, and are required to pay a deposit as security for payment of any tax which may 
be payable. A taxpayer in .New Zealand who enters into a contract of insurance with a foreign 
company or person not carrying on business in New Zealand is treated as the agent of such company 
or person, and is required to pay tax assessed at the rate of 5 per cent. of the premimns. 

Mining Concerns.-In the case of a company whose principal source of income is gold-mining or 
scheelite-mining the taxable income is deemed to be half of the dividends paid to shareholders during 
the year. 

Banhi.-In the case of banking companies the taxable income is taken to he a sum equal to 30s. 
in every £100 of the average of its total assets and liabilities for the four quarters of the year as 
published in the Gazette, less an amount equal to the income derived on its own account as interest 
on Government debentures or stock expressly exempted from income-tax by any Act. 

Insurance Oompanies.-In the case of insurance companies other than life insurance the taxable 
income does not include income derived from insurance business carried on out of New Zealand. 
No deduction is allowed for premiums paid for reinsurance with companies not carrying on buHiness 
in New Zealand. Receipts from such reinsurances in respect of losses arc not treated u.s income. 
In the case of a life-insurance company not incorporated in New Zealand the taxable income is deemed 
to be a sum equal to its total income from investments of any kind out of New Zealand held by or on 
behalf of its New Zealand branch and from investments of any kind in New Zealand, diminished by 
an amount equal to 2 per cent. of its investments in New Zealand, the income from which is not 
exempt from taxation. As pointed out before, the tax payable is half the amount which would be 
computed by applying the general scale to its statutory income. The State Fire· Insurance Office and 
the Government Life Insurance Department are assessable in the same manner as New Zealand 
compames. 

Oollection.-Land-tax and income-tax are collected in one sum in each year. Land-tax in 
November. Income-tax in February. Tax may he remitted direct to the office of the ConuniHsioner, 
or may be paid at any money-order post-office. The percentage of land-tax paid through post-offices 
is approximately 60 per cent. The percenta~:e of income-tax paid through post-offices is approximately 
50 per cent. Payment of tax may be made at least three months in advance of the due date, and 
where this is done interest at post-office savings-bank rate is allowed. 

Evaswn.-As the rates of tax have tended to increase, so the temptation to make false retums 
has become greater, and as in Great Britain so in New Zealand it ~as been necessary to in•titute m?re 
prosecutions for wilful or negligent evasion. ?"he penalties provided under the Act are Hub.Htantial, 
and the penalty for wilfully or negligently makmg false returns may be a fine. not exceedmg £100 and 
not less than £2. In addition to the foregomg the taxpayer IS chargeable with treble the amount of 
the deficient tax. The work of the Inspectors outside examining books and accounts of taxpayerH 
provides a check on returns, and within the Dcpa.rtment the ~nvestigation Branch provid<•s a check 
on interest paid and interest returned, salaries paid and salaries returned, and other payments. 

Mr. Sl!irtcliffe.] With reference to page 19 of your statement, in relation to i~come-tax, subclause (b) 
under the heading of " Income exempted," I gather from this that all the specml tradmg Departments 
do not pay income-tax 1-They do now. The Public Trustee pays income-tax. The State Advances 
Office pays income-tax. The Government Life Insurance Department has always paid mcome-tax ; 
and the State Fire Department has paid income-tax for some years. 

Does the State Coal-mines Department 1-No. 
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Is that tl;e only trading Department of the Government that. does not 11ay income-tax 1---:-That 
is so--:-unlcss youiincludc the Railways Department as a tradmg Department. The Railways 
Department and the Postal Department, of course, do not pay mcomc-~ax. 

What is the precise meaning of subclause (g) on page 19, whrch enumerates among the 
exemptions from income-tax " Dividends and othe~ profits derived fro~ ~hares or .~ther r.ghta of 
membership in companies, other than compames whwh are exempt fro~ mcome-tax 1-~hen that 
clause was first inserted dairy-factory companies were exempt from mcome-tax; and rt covered 
building society dividends too. 

They are exempt from income-tax 1-The building societies themselves are. The dividends are 
assessable in the hands of the recipients. · . . 

But is not this contradictory 1 You exempt. dividends derived from shares m compame~, oth~r 
than companies which are exempt from income-tax !-We exempt them. If the company Itself IS 
liable to income-tax, the shareholder is exempt. 

Thank you. It is quite clear. With regard to subclause (m) on page 19, I presu_me that that refers 
principally to the exemption of Government loans by other Acts-loans free of mcome-tax 1-Yes. 
It saves the special exemptions that are granted under any other Act. · 

The Chairman.] That exemption applies really in practice to the free-of-income-tax Government 
loans, does it not 1-Yes. 

Mr. Sltirtcliffe.] There are no other important exemptions 1-No. 
The allowance for prompt payment of tax has been done away with, has it not !-Yes; but 

there is still an allowance if payment is made three months prior to due date. 
Does that take the place of the old 5 per cent. !-In a sense it does. 
Tlte Chairman.] Do many people take advantage of that provision and pay in advance 1-Not 

a great many. At times some of the large institutions have a fair sum by them and they pay it in. 
To get this allowance you have to pay at least three months before due date 1-Yes. 
Mr. Shirtcliffe.] I suppose a great many people took advantage of the 5-per-cent. rebate 1-Yes. 
The majority 1-Yes-all those that were able to pay at all. 
Mr. Weston: With regard to that allowance if you pay three months before, you cannot 

get it if you pay within the three months 1-No. The due date is fixed. We do not accept such a 
payment after three months. 

Do you take any amount 1 Do you take £2,000 or £3,000 1-Wc confine it to larger amounts. 
If a person with a small amount comes in we recommend him to go to the Post Office Savings-bank 
and place it on deposit there. 

Mr. Shirtcliffe.] At page 21 of your statement there is this passage: "The Commissioner may, 
in the case of the shareholder whose total income does not exceed £400, pay to the shareholder a sum 
equal to the difference between the tax paid by the company in respect of an amount of its income equal 
to the shareholder's dividends and the amount which would have been paid by such shareholder in 
respect of the dividends if they had formed part of his taxable income " : how does that operate 1 
Is it really operative 1-I do not think that any concession has been granted under that provision. 
There was one very strong application made to me, I remember, but it was by the shareholders of a 
company that had never paid a dividend before, and I ruled the a.Pplication out on the ground that 
this provision was intended to relieve taxpayers from the loss of dividend occasioned by the Act. As 
these shareholders had never received a dividend before they could not be held to have lost any 
dividend. My ruling was not contested. 

Mr. Weston.] You have only had one application 1-We have had more than one application, 
but, speaking from memory, I do not think any of them have complied with the conditions. 

Mr. Shirtcliffe.] Referring to page 21, why are the two industries of gold-mining and scheelite
mining specially treated under the heading "Mining Concerns" 1-I can give no reason whatever 
for that. 

They pay tax only on half of the dividends paid to shareholders !-Yes. 
Mr. Weston.] It is because they are speculative companies. It is an arbitrary method is it 

not 1--:-It is an arbitrary method. The provision with regard to gold-mining companies was 'intro
du~d mto t~e Land and _Income Assessment Act in 1893, just a year after the Act started. Scheelite
numng was mcluded d~r.ng the war. It was added to gold-mining, to encourage scheelite-mining. 

Mr. JJ:'eston.] I think there are only three or four scheelite companies in the Dominion, and they 
are not domg very well now. They have been rather a "frost" since the war concluded. 

Mr. Shirtcliffe.] Still, if they are not doing very well and are not paying dividends they will not 
be asked to pay income-tax 1-No. 

A~ ~~ge 21 of :your_ statement, under t_he heading "Insurance Companies," there is tlus para
graph ·. N? deduction IS a!!owed for prennums pard for remsurance WJ.th companies not carrying 
on busmess m N?w Zealand : do you know what the special reason for that was 1 I notice that 
the amounts recerved under ~~ch reinsurances are not treated as income as a set-off against that ; but 
do rou kno": why ~he pro"!oswn was made 1-It was to bring in the net results of the whole of the 
busme~ earned on ID New Zealand. By allowing the deduction of the reinsurances it was dividing 
the busmess between the company here and the company beyond New Zealand which did no business 
here . 

.ll:!r. Wes~.] The _State Fir<; Department is allowed to deduct reinsurances, is it not 1-Yes; 
there IS a specral excep~10n made m favour of the State Fire Department. 

M~. Begg.] What 1s the reason for that_ l-It was a State institution, and it was carrving on in 
oppositiOn to the other compames. It was mtended to make it independent of the other Companies. 

Is the clause Ill q\lestwn an old clause !-Yes. 
When was it introduced 1-1 think it was in the original Act. 
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Had that provision .. anything to do with the difficulty of the State Office getting reinsurance& 
locally 1-You mean the clause with reference to the State· Fire 1 

Yes 1-That provision was made when it was first assessed. There was special provision made 
to allow that deduction. 
" Mr. Shirtcliffe.] Taking page 18 of your memorandum relating to land-tax, subclause (4) reads, 

For the above purposes the land of a company shall be deemed to be owned by the shareholders in 
the proportion which their interest in the paid-up capital bears to the whole ": what is the precise 
bearing of that 1 You could never dream of collecting from each shareholder his proportion of the 
land-tax 1-We add his share to his other land. We make an n.•sessment on that taxpayer. There 
is first of all an assessment made on the company and an assessment made on the individual taxpayer, 
and afterwards the various interests of the taxpayer are aggregated. 

A landowner makes a return of land. You have his figures before you. But naturally he does 
not include in that return his shareholding interest in land owned by companies in which he is 
interested 1-No. The companies supply us with a list of shareholders, and we divided the land of 
the company in proportion to the holding of each shareholder. In many cases, of course, there is no 
additional assessment to make ; it is not worth making. But where a shareholder has other lands 
that are taxable, and also a share in this company's land, computed in accordance with the share 
holding, we add the two together. It is the working of the graduated tax. We add the two together 
and charge the tax at the rate that the total bears, and then give credit for the proportion of the 
tax that the company has paid and the tax that the individual himself has paid. 

The provision is only operative, I imagine, when the tax on the company's land does not reach 
the maximum 1-No. 

If a company owns land on which the maximum rate is levied, the individual shareholder's interest 
is also added to his return 1-Yes. 

In spite of the fact that the company pays the maximum rate 1-It increases the rate on his 
other lands. 

Is the tax not being paid twice, then 1-No. We give credit for the amount paid by the 
company. 

Mr. Hunt.] The landowner only hears from you when his rate is higher than the company's 1-
Not necessarily. It is when the effect of the aggregation of the lands increases the amount of the tax 
payable by him-the amount that would be payable if that aggregation were not made. The credit 
that we give wipes out the tax on the company's land, but we get the additional tax on his land by 
reason of ita combination with the company's land. 

The Chairman.] You get a higher rate from him 1-Yes. 
You do not get double tax in respect of the same land 1-No. 
Mr. Begg.] Has a case ever occurred which, treated in that way, might reduce his graduation 1-

We do not carry it out. 
But such a case might occur 1-It might ; but the credit is only made in so far as it increases 

his graduated rate. That is provided for. 
Is that applied generally-! mean, in large companies, of whose hl!Siness land-owning is only 

a very small part 1-Yes, it is applied generally. Wherever it ha.• the effect of increasing t.he land-tax 
payable by the shareholder it is put into operation. 

Mr. Hunt.] Mr. Shirtcliffe asked you if any of the State Departments paid income-tax, and you 
instanced the State Advances Department. The income-tax that the State Advances Department 
pays works out in practice at a very small thing as compared with what it would pay if it were 
owned hi a company, does it not 1-It is assessed under just the same provisions as a private company. 

Supposing that the .State Advances business were being run by a company. The whole of the 
capital that the State Advances Department used would be either in the form of share capital or 
debenture stork, and the company would have to pay tax on the whole interest it collected on itA 
share capital and debenture-tax on the debenture stock, would it not !-As agent for the debenture
holders, yes. 

The State Advances Department pays no tax upon the capital t.hat it uses : it only pays tax on 
the profit that it makes on that capital 1-Yes. 

The capital is tax-free !-Yes. 
Whereas in the hands of a company it would not be !-It would be as far as the co~pany was 

concerned. It would be the debenture-holder. 
No. The money that the State Advances uses is borrowed outside New Zealand !-Yes. 
Now, if a company borrows money outAide New Zealand they have to account to you for 

debenture-tax 1-Yes. 
But the State Advances Department has not !-But that company deducts the tax from the 

debenture interest. 
Not if it borrows outside New Zealand !-Yes. It only pays as agent for the debenture-holders. 
Say that a company borrowed in England : the money that it raised in England would he subject 

to the English debenture-tax, and it could not charge the debenture-holders New Zealand tax as 
well !-No. 

So it works out in practice that the company would have to pay debenture-tax, while the State 
Advances Department pays none 1-That is so. Of course, the State Advances capital is also 
taxable in England. 

But not in New Zealand 1-No. 
Whereas a company would be taxable in both cases 1-Yes-that is, if it had debe~turc capital. 
And with respect to its own capital it would have to pay tax on the whole of the mterest 1-In 

the case of the State Advances Department the accumulated profits would be its own capital. It 
pays the full tax on that money, just the same as a company would. 
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On the whole of the interest that it collected on its own capital it would P~Y tax 1-Yes. , 
So that really the State Advances tax is a very small thing whe? compared With what a company s 

tax would be that wa.• doing the same business 1-No, I do not thmk so. . . . . 
Mr. S!tirtcliffc.] I would suggest that Mr. Clark work out the companson to gtve an IllustratiOn. 

It would not take very long !-Very well. I will give an example. 
Mr. Bef!.q.] Is not this the great advantage that th~ State Ad.vances. Department has over a 

company doing similar business: that it can borrow Without haVIng patd-up capital, whereas a 
company cannot 1-Ycs. It has the State guarantee. . 

Mr: Wc.<lon.] Aa a matter of fact, the difficulty in dealing with Government undertakmgs and 
local-body undertakings is that their capital consists of borrowed moneys 1-Yes. . 

And it is difficult to apply the ordinary methods of assessment or rules of assessment of mcome 
to local authorities and Government undertakings !-They could be applied. They are applied in 
England. 

You would not arrive at any satisfactory results 1-They do. 
We dealt with that matter on the Taxation Committee 1-Ycs. 
Take a tramway undertaking, that is carried on purely on debenture-money 1-Yes. 
And if that money was borrowed in London and interest was payable in London it would be 

exempt from taxation 1-That is so, but the operations of the local authority would not be exempt. 
TJu, local authority deducts its interest 1-Yes. 
'rhat means a very big deduction 1--YeR. It generally raises money at a lower rate than a private 

concern can borrow at. 
I acknowledge that, but you see th" interest they pay on debentures is exempt from taxation. 

The result is practically that they have not to find any money for taxation 1-Urdess they borrow 
locally. 

Aud unless they make profits to go to reserve you have nothing to tax 1--No. 
If they simply square the yard, pay their interest on debe.ntures and make whatever provision 

is necessary for •inking fund, there is no profit to tax 1-I do not know that they often do that. 
There are quite large assessments made on local !'uthorities in England. 

Mr. Begg.] Does the Tax Department gain or lose by the extension of municipal trading ent.er
prise. and Governmeut trading enterprise 1-It loses. 

Mr. W"'ton.) Have you ever taken out the loss that resulted to the country by the purchase, for 
instance, of the Auckland tramways by the Auckland City Council1--No. 

Would it be possible to take that out 1-We could give the figures. 
The Chairman.] What the company pairl in past years-you lose all that, do you not 1-That is 

what we lose. 
Mr. Shirtcliffe.) The position in regard to Government and municipal undertakings is that all 

Government trading Departments, with the exception of the State Coal-mines Department, the 
Railways, and the Post aud Telegraph, pay income-tax 1-Yes. 

While, on the other hand, no municipal undertakings whatever pay income-tax, do they 1-No. 
Mr. Begg.) Then the extension of enterprise by municipalities and others restrict.< the field of 

taxation 1-Yes. That is inevitable. There was provision made in one amendment to tax munici!Ja! 
enterprises. 

Jltr. S!tiJ·tcliffe.] There is a distinct encouragement, then, to mw1icipalities to set up tmdin" 
departments 1-Yes. 0 

To the curtailment of private enterprise 1-Yes. 
Mr. Westen.] With regarrl to the State Fire Office, that provisiun that they are entitled to derluct 

primliums for reimmrances outside the. Dominion gives them u very substantial advantage ovPr 
private undertakings1-Yes. It was done with that intention. 

It was done deliberately 1---lt was done deliberately so that the Department should be indepen
dent of the other institutions. 

Mr. B~(.q.) Could you get the da~e when that pro~·ision wa• inserted 1 Was that exemption of 
the State I•ne Office part of the ongmal Act, or has It bcom introduced since 1-It wa' introduced 
when the State Fire Office was first made assessable. 

JlfJ·. 8hirtclifTc.] At thi~ stag~, Mr. Clark, you could hardly be ready with any suggestions within 
the ordo~of refere?ce deahng w1th the general question. Perhaps at a later stage you would be 
ready With suggestiOns 1-Yes ; or I could answer <JUest.ions now, I suppose . 

. Y!e thought that perhaps you would hardly .b~ ready at this stage 1-I dirl not anticipate your 
askmg me. You wttnt me to make a statemer•t smular to the one I mude to the Taxat1'on Co 'tt 
in 1 ~22 1 mm1 ee 

Yes 1-I can do that. 
. Your views may have changed somewhat: conditions may have changed 8omewh t '-V 

•hghtly. a · cry 
Mr. Weston.) l\lr. Clark may have an ideal svstem to place before us !-You will h 

irleal syRtcm. " never reae an 

Do you think this is the right time to make such a statement 1- I would soone tl · k 
or two of tho point.< and jot them down. r 1111 over one 

The Chairman.] Would it not be better for you to think it out an.-! write 1't d . f • y 
I d t th. k h ld k O\\ n or us •- es o no m we 8 ou as vou to explain the subject to us now with t h · · d 

yourRelf for it 1--I would rather not at this stage. ou avmg prepare 
Mr. Hunt.] Debenture-tax is now 4s. 6d. is it not 1-48. 6d in the pound d b · 

ft th · f th F' • f 1 ' · . · on e entures 1ssned n er e pa•smg o e mance ;,Ct o ast ses'!on--that IS after the 2'lth A t f 1 
M W ] Wh b h ' · ugus o ast year ~ r. "'ton. at a out t e tax on local anthoritie•' debenture• 1 Is that t'll 2 Gd ; Tl 

rate IS the same for both-4s. 6d. · s 1 s. . .- Je 
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M~. _Begg.]. What w~" the object of r~ising that debenture-tax to 4s. 6d. or continuing it at all! 
The origmal olJJect, I thmk, was to permit of local bodies borrowing at a reasonable rate !-Yes. 

Wha~ was th~ object ~f continuing it !-The local bodies objected to making the rate any higher 
-to makmg the mterest liable to the same tax as other interest. 

Are th~y still wanting an advantage !-A special rate was made because the persons holding 
local-authonty debentures, as far as we knew, did not return the interest, and the local authorities 
would give no help, or could give no help, in tracing them. So we had to make provision to assess 
the local bodies as agents. Now we make an arranaement by which they give us the lists of 
debenture-holders, and we deal direct with them. 

0 

Mr. Sltirtcliffe.] The local-body rate has now gone up to 4s. 6d. !-Yes, both have gone 
up to 4s. 6d. 

M·r. Beg~.] Would t~ere be any grea~ difficulty in tracing the holders of those bonds to compel 
them to pay mcome-tax m•tead of a spemal tax !-No, it would not, with our present provision. 

Yon could trace them !-Yes. 
. The provision, therefore, is made or continued merely to enable local bodies to borrow money a 

little cheaper than other people can do it !-The idea now is gradually to work it to the same rat<J as 
the other tax-to do it gradually-that is, any new issues are to be 4s. 6d., and it is hoped to bring 
the rate of the other tax down to that. 

W~uld it not be des!rable to abolish this debenture-tax altogether, as soon as it can be done, and 
let the mcome he taxed m the ordinary way !-Yes. 

You could trace that income !--We could trace it now with our present provision. 
Mr. Shirtcliffe.] I want to ask a question in relation to that paragraph on page 21 dealing with 

mining concerns. I am asking it simply to illustrate what might happen if the same principle were 
applied generally and income-tax were based upon half the dividend paid to shareholders. A 
company might make a very large profit in one year and might pay out only a comparatively small 
dividend and accumulate the rest for further development purposes or for some other purpose ?-Yes. 

Therefore, as regards that year, your Department would stand to lose very substantially 1-0h, 
yes. We should lose in any year. 

That would apply generally to companies if the income-tax were based in any way upon the 
dividends paid ?-Yes. We should lose by it. 

You would lose very substantially, because the inducement would he to accumulate profits, 
especially at this time, in the hope perhaps that the tax would be reduced later on ?-Yes. Take 
the case of a private company-and there are large numbers of private companies : some of the 
profits might never come under review for income-tax. The only way we would get them would be 
hy death duty. 

Mr. Begq.] That did take place on a large scale, I suppose, in the years 1916, 1917, 1918, 1919, 
and 1920: they carried forward as much as possible !-No, it did not take place, because the profits 
were all assessed. Whether they were carried forward or not they were assessed. 

We had to pay on tl;IC profit• that were apparent, of course !-Yes. I find that the provisions 
concPrning reinsurances and the State Fire Office was made in 1917. 

That was the year when the taxation of the Stato Fire Department was started 1-Yes. 
Was that put in as a safeguard to prevent any risk of the State Fire Department being boy

cotted in New Zealand !-That was it. 
Was it to give the State Fire a permanent advantage, or was it a safeguard to prevent its being 

boycotted by other companies in Now Zealand !-It was to prevent that Office being controlled as 
to its rates by other companies. 

Supposing the State Fire Department decided that premiums were still far too high here and 
made another big cut, would there be a tendency not to reinsure for it here !-I think so. 

Mr. Shirtcliffe.] About land-tax, was anything done in pursuance of the recommendation made 
by the last Taxation Committee that all lands owned by local bodies and leased for revenue purposes 
should be subject ro land-tax on the same basis as other lands 1-No. 

No action was taken !-No. 
All such lands are exempt from taxation 1-Yes. . 
They are on a commercial basis, just the same as private lands are !-Yes. 
Mr. Begg.] What is the bearing of this special provision on page 18, section (1) of your state

ment: " Any person leasing land shall for the purposes of the Act be deemed to be the owner of the 
fee-simple of such land" !-Those special provisions were all designed to prevent the evasion of the 
graduated land-tax. They were designed from experience of cases of evasion-where a farmer leased 
land to his son or tran.•ferred land ro his son and took a lease. In other eases men formed part 
of their land into a company and created a company to work part of it. That was the reason for 
that provision with reference to the shareholders of companies, to which reference has already 
been made by Mr. Shirtcliffe in one of his questions. It is the section that provides that share
holders shall be asse.•sed with their shares in companies' lands, along with their other lands. 
It was caused by large landowners creating companies to work their lands. . 

Mr. Shirtclitfe.] Do you get much additional revenue from that 1-Yes, a fair amount. 
I can see tho reason for it now !-Yes, that was the reason. 

ALFRED SEIFERT examined. 
The Ohatnnan.] You have written us a statement, ~- Seifert:. perhaps y~u will read it, a~d 

then the Commissioners will probably ask you some questiOns about It !-Yes, sir, my statement m 
which I have set out my opinions is as follows :- . 

In offering you my opinion on taxation I want you to _understand that great relief h~ been 
given· to the flax-milling industry by the Act passed last sessiOn, so l am not down here ro voice my 

~ 
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grievance towards the present Act, but to give my opinion 11enerally on taxation, keepin~ i_n view 
that the Act mav be altered shortly, and that such an alteration may be the means of rummg tbe 
flax industry. Further tl1an that, if the flax industry is fairly treated, and other industries crushed 
by taxation, the load eventually will fall on our industry. I agree with those who state that taxation 
should be levied in proportion to tl1e ability to pay, providing levying the tax does not strangle 
present industries or prevent n_ew industries from startinl". The present income-t.ax has the _effect 
of destroying all lar11e industrJes wlwre the tax cannot be passed on. Compames have paid an 
excessive· amount in taxation. Why people should be penalized for co-operating for the purpose of 
carrying on some industry which cannot he carried on in a small way is beyond my understandinl". 
It appears to be almost a crime to join with others to run a business, judginl! by the way the Income
tax Act has been drafted. There is no way that an income-tax of 5s. lOd. in the pound can be 
levied without doing serious injury to indust.ries. I have been unfortunate tbroul!b having mv 
interests pooled with others in a company. Had J kept a private business and not ioined with 
others I would have been murb better off to-day. There was a small l!ain in operating by running 
a large concern, but this was offset over and over •!!ain by tl•e excessive rate placed on the larl!er 
business. 1\ly company had to pay a sta~tl!ering tax, a~d on the top of this the yellow-lraf disease 
destroyed nearly all our flax. We hod sufficient flax to keep nine machines going before the disease 
came, ·hut ofter.that we worked two machines for some fime. Naturally we lost a lot of money. You 
can imagine how I feel towards a department which. in effect, says, "When you make a profit we 
will come in and share it "-at one period to the extent of 8s. 9d. in the pound and later on to the 
extent or 7s. 4d. in the pound-" but when you make a loss we are not interested; that is your 
difficulty; hut, remember, if you make a profit we will cPme a vain for our share. but we are not 
interested in your losses or the loss of vour capital." As an excuse for taxing- in this way it is said 
the Gove•nment wanted the monev. There must be eome strong-er reason than this, because a man 
could take money dishonestly and as an excuse give t.he same reason. It has been said that the 
excessive rate must he horne bv the companies because if their load "'"" H,htened others would have 
to carry the extra wei~tht. These ar~~Cments should cnrrv no weil!bt. because it is not ri~tht to 
crush out a few while others have a very light burden. Even for selfieh reesons the load should 
be distributed so that industries should not be des•royed and the confidence of those who control 
them broken, because it is apparent that the extension of preeent industr'es and the establishment 
of new industries must ease the load for everybody. It is only natural for people to pick the line 
of least resistance. The man with great orvanizing- a bilit.y firds tra+ by arranging- his industrv to 
produce cheaply, and usinu his ability to extend the business, a load bas been placed on him which 
it is impossible to carry. For this reason I call the graduated income-tax, when plared on .industries, 
the efficiency and enterprise tax, or the J!OOd-manag-ement tax. Jn looking over the Official Year
hook at the importations I was struck with the amount of material imported which can onlv be 
manufactured bv large concerns. It would be a !!OOd thing if this material w•s manufaeturrd here. 
The policy of the country should be to encourage manufacturinl" in every possible wav. because the 
consumer usually buys. 'ocally manufacturrd I!Oods cheaper than fhe imported. Witbout local 
industries the population of this country can hardly increase beyond three million. By csrrying on 
manufacturing together with using the land to the fulles~ extent it is easy to imagine our Dominion 
with a population of sixteen million. Excessive income-tax lJleans industrial dest.ruction. Tf tbe 
country wants to prevent a few men from becoming excessivelv wealthy, then this en<l could he 
attained by puttinl! a graduated tax on the individual. I notice in tbe last six years the Income-tax 
Department has collected about £34,000,000. This money was taken from firms who could have 
used it to a good advantage towards improving the country. 

Do vou wish to sav anything supplementary to that !-All I wish to say is that I am the president 
of the New Zealand Flax-millers' Association, and that I am acquainted with many lora] bodies, in 
one way and another. Besides tl1at, I am interested in a large industrial concern. I have given 
you my opinion on taxation for what it is worth. · 

lJ!r. ~~~~~-.1 You are opposed to the taxation on companies, a:nd you think evervbodv should pav 
taxation mdiVJduallv !-To sav that I am opposed to the taxation of companies is a little hevond 
what I believe, but I think a lower rate of taxation should be imposed on companies: It should not 
be so high as to break confidence: about 3s. or 2s. 6<1. in the pound should be the limit. 

Do ~o~ think that the ~resent steeply J!rn.duated rate on companies is unfair on industries !
If my opm10n goes for anvthml!, I am sure of It-. A man is always a fool to plav a uame when th 
~ards are stacked against him : to try to pay fis. lOd. in the pound when the competition is as it. i: 
m the ":orld t?·day is un_douhtedly trvinl! to n~a! the l!•me when tlw cards are stacked arainst. VOl', 
A man Js foohsh to continue under these cond1hons. It cannot he done. We have mnde moi1ev 
and we have lost money, but we_ hope ~o recover our los.•rs. but the present. rate is too big to pnv: 
Further than that., all successful mdustnes are made out of the profits from those industrie If · 
take the historv of any su?cessful indu,t.ry you. will find that it has become profitable h:~ause ~~~ 
Pe?Pl.e have on]~ taken a fair amount out of the mdustry, and the additional capital has non t d 
bmldmg up the mdustrv. " e owar s 

Your business of flax-milling is a sort of manufactun'ng industry !-Yes • we grow th fl d 
t.hen after the flax is matured we mill it and ship it away. Jt roes to the' United St t e ~X, a~ 
En!!land, and. Australia. V'!e are in competition with manila hemp produced in t~:Phi~nai:~ 
Islands. and siSal produced m Yucatan, and lately the Javanese have None into th d tipp f. 
'] Th 1 h d' · · ~ eproucono Rlsa . ev nay a ow rate t el'(>, an Jt- looks to me, from t.l1e wnv tbev nre increas'nn th · t 

that they will h · rt t f t W · fi · 1 ~ · eJr ou put , · .. e an Impo an . ac _or. e aro un ognmst hre produced by coloured labour '"" ' 
You are not at present paymg mcome-tax !-No, ' · 
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You would l?ay no income-tax even if you made a profit !-No, not now. We have been put 
on the same footmg as the farmers lately, and that has very materially altered our position. 

Mr. Weston.] The price of fibre is governed by world competition !-Yes, that is so, 
So that, as far as. the passing-on the amount. of tax; you could not do so by increasing tho price 

of your fibre !-That Is so. Other people producmg fibre are not affected by taxation. 
During the war the profits distributed by the flax-millers were very large 1-For a while they were, 

but before that we had extremely low prices. 
From 1916 onwards you had good years 1-For two years, but we did not pay out much in 

dividends. -
I know of one speculation in flax where the industry made enormous profits during the war !

For a while we had lean years, and then we had four good years, and we ha vc had four bud years now. 
Yellow-leaf has been most destructive. In our case we bad nine machines going before, and we had 
to cut them down to two. There is every chance of the industry going ahead again, but ono can 
never be sure. We went several years without paying any dividends. We paid out one dividend 
for six years. I do not think any of our dividends were more than moderate. And then this 
yellow-leaf and.low prices came along, and for years we have· had no dividends. We have had to 
take tremendous risks and to extend our tram-lines for some miles, and we do not know whether it will 
be a success, and if we do make a success it is taken from us. 

Mr. Shirtclijfe.] But you are not paying anything at all now in income-tax 1-No, but this 
Commission is set up with a view to altering the Act. 

Mr. Weston.] Your industry is one in which the prices are determined by world competition. 
The whole history of the industry has been one of good years and lean years-for a short time you would 
have prosperity and then bad years would come along !-Yes. The people who arc in the industry 
have been in it for a long time. They have had the foresight which was required to run the industry. 

Mr. Shirtclijfe.] To what extent do you <><timate the yellow-leaf has affected the yields : what 
percentage of the profit which you should have made has been lost through yellow-leaf !-Our land 
had no value except to be converted into grassland. We have adopted a new way of cutting, and 
we were only working two machines, and then we went back to three, four, and five, and we ha vc now 
six, and we hope to again get nine machines working. It is costing a great deal more to cut the flax. 

May we take it that the yellow-leaf has accounted for the major portion of your losses 1-Yes, 
but we do not pay any income-tax. Our balance-sheet shows a loss. 

Had it not been for the yellow-leaf diseuse in all probability you would have shown reasonable 
profits 1-ln all probability. We cannot run the industry without having it.• ups and downs. But 
then when we make a little it is taken from us at a staggering rat<>. Our neighbours arc making a Jot 
of money because their concerns are smaller. A few people joined me with their capital, and I have 
run their concern, and because of that co-operation I am suffering injury. 

Mr. Weston.] Could you not form a partnership and then be on the same footing as a single 
trader !-I think I would prefer it to be a company. 

Mr. Shirtcti.ffe.] You hope that you are going to get rid of the yellow-leaf disease-there are 
signs of it disappearing !-Yes. 

And you hope to get your nine machines working again !-Yes. 
And with a little better market you will be in a good position !-Yes. 
And then you will be in a very fortunate position under the present legislation 1-Yes. I am 

not complaining about the present Act, but this Commission is set up to consider taxation generally, 
with a view to altering it. 

You say that no industrial concern can possibly pay 5s. 10d. in the pound !-That is my opinion. 
I consider it slow destruction that will destroy our industries. 

Are you able to show that the principal industries of the Dominion are not able to pay at the 
present rate !-I think I am able to show that. 

Here is a Jist of industries : 8 per cent. paid by C. M. Banks, who arc printers, publishers, and 
stationery retailers and manufacturers; Donaghy's Rope and Twine Company, 10 per cent. 1-0ne 
twine company is in competition with another. 

Are they not in competition with imported twine !-No. , . . .. 
There is the Milburn Lime and Cement Company, pa}'lng 10 per cent. !-That IB m competitiOn 

with others. You cannot run lime-works much smaller than theirs. 
I thought there was overproduction !-The lowest size for running a flax-1nill would be one strip 

of 250 tons a year. . 
There is the New Zealand Drug Company, which pays 10 per cent. !-Well, people must have drugs. 
But this company is a large mam~acturing ~oncern ~ well ; they contra! a very large industry 

in this country !-Do you think the mdustnes m New Zealand arc progressmg as rapidly as they 
should! 

That is not the point. I want to _see how far your contention. applies .to the indUBtries, and that 
is what I am trying to get at. There IS the New Zealand Paper-mills, paymg 7! per ~ent. All these 
companies have fair reserves accumulated. I cannot tell you how much they are put~mg by annua_JJy. 
There is Sharland and Co., paying 7 per cent.; Scoullar Company, 8 per cent.; Sm1th and Silllth, 
6 per cent.; Wellington Cordial Company, 6 per cent.; ~hit.;.ombe a~d 'fombs, 8 per cent.; 
Wilson's Portland Cement Company, 7! per cent.; Kaun Timber Company, 8 per cent.; 
Leyland {)'Brien, 10 per cent.; 1'aurangamutu ~ompany, 15 per ~nt.; Mosgwl Woollens, 11 per 
cent.; Wellington Woollens, 14 per cent. This 13. ~he latest share hst that I have got. Now, t:>ke 
the coal companies: Hikurangi, 8 per cent.; Ta~p~n, 7} per cent.; Westport, 1~! per cent.; Wa1pa, 
8 per cent. ; the gas companies all pa1d good diVJdc~ds, and ~ suppose you Will con.tend that they 
pass it on !-Yes; and the lending companies pass 1t on. The unfortunate tlnng Is that the b1g 
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lending companies set a high rate in order to pay their shareholders ~ .dividend, and the smaller 
concerns who pay no income-tax get the high rate too, and pocket t~c d1VJ~cnds. 

What do you call a high rate !-They must put up the rates to ~pvc their. shareholders 5 per cc.nt. 
What do you call a high rate for lending compames !-It IS possible that 1f we had lo,~er taxatwn 

tho Borough Councils would be able to borrow money lower than 6 or 6! per cent. : that Is about the 
rate to-day. . . 

As affecting the farrning commmiity and borrowers generally, do you consider 6! per cent. a high 
rate of interest 1-It is high in comparison with what we had a little while ago. 

But since that the war has had to be paid for !-Yes; but a lot of these small lenders are not 
paying any taxation. Tak~ the man with £2,0?0: the big lending ?ompanies set a high lending rate, 
e.nd the man with £2,000 will get an equally high rate Without pa)'lng any tax. A lot of people arc 
collecting a high rate, but not paying anything. 

Do you mean private lenders !-Yes. 
That is assuming that their income does not exceed £6 a week !-You have only to look through 

the Year-book to sec that what I say is tn1e. . 
Take the lending companies : I see here there i~ Dalgety's paying 15 l'cr cont.-that i~ a f~ir 

dividend 1-That is no comparison, because Dalgety s do only a small portiOn of their busmcss m 
this country. · 

Take the Equitable Building Society !-They have their headquarters in Australia. 
No; it is a local company. There is also the Wellington Permanent Metropolitan Company 

paying 8 per cc~t., and a little concern cal.lcd t~e Manawatu .Pcrm~cnt paying 8 per cent. Then 
there is the National Mortgage, whose busmcss IS almost entirely m New Zealand, paymg lli per 
cent. That is a trading and lending company. The Wellington Investment Company paid 6 per 
cent. They have to borrow all their money. Wellington Trust and Loan Company paid 6} per 
cent. ; the Masterton Investment Company 7 per cent. I only put these cases before you to sec whether 
you still adhere to your contention that the income-tax is crushing industry and creating artificially 
high rates of interest !-Yes, I do, in spite of that. If the industries went down by half you would 
still be able to read a list of companies doing well. Not long ago I saw a list of people who were in 
the cotton trade in England, some of whom were making 20 per cent. 

Those figures do not affect your view at all 1-No, not at all; because I know that even if New 
Zealand industries went back you would still be able to pick up a Stock Exchange list and read of 
companies making big profits. · 

But if you could tabulato tho industrial and lending companies throughout New Zealand I 
think you would find the great majority of them are paying dividends after paying income-tax 1-
Yes, they can, if they can pass it on-if you are in competition with other people who are able to 
pass it on. 

Do you mean to say that a company in competition with others can add to its costs so much per 
ton and yet pay dividends after paying income-tax !-Yes, they can, if what they are selling is an 
absolutely necessary commodity, something that the public must have. 

I know the conditions of the flax-milling industry: you are np against the world's market, but 
you are not speaking of the flax industry 1-No; I used that to illustrate my point. 

I am only quoting these figures to show you that the industries generally in New Zealand arc 
e.ble to carry on and pay the tax and yet pay reasonable dividends; that is the view I have formed 
so far !-Yet in Victoria they are on a very much better wicket in regard to their industries than we 
are here. 

In what respect !-Taking the increase in the number of employees, they have increased very 
much faster than our employees have increased. 

I have not re.ised that point, but in 1916 the factory employees in New Zealand numbered 52 221 
and the wages-bill was £6,654,514, giving an average _wage of £127. In Victoria for the same 'yea; 
the number of employees was 113,834; the wages-bill was £11,036,345, an average wage per head 
of only £97. So that the average wage per head in Victoria in 1916 was £30 less than in New 
Zealand. Take 1921, in New ~aland the employees had increased to 68,206 ; the wages-bill has 
~bout doubled that of 1916, giVIng an average_ of £183 per head. In Victoria the employees had 
Increased to 140,703 from 113,834; the wages-bill was approximately £21,000,000, giving an average 

. wage of only £152 per head, or £31 less than in New Zealand 1-That includes male and female 
employees. There are a great many more women than men employed in the factories in Melbourne 

You would think that wages there should be higher, but from the figures I have been able ~ 
get hold of the converse seelliS to be the case 1-The cost of living is lower in Victoria. · 

If we had a lower rate of taxation you would be able to pay higher wages to your employees ! 
-No; we would expand our businesses further. There is a certain rate of wages which you must 
pay. If we start losmg .money we cannot reduce our rate of wages. That risk is ours. 

But you see that With the lower rate of taxation in Victoria they arc paying wages a long way 
below what our factories are paying 1-When I was in Victoria fifteen months ago I was struck with 
the expansion of business and industries that was to be seen on all hands. 

Apparently it ~as been at the expense of the employees 1-It might be that the difference in the 
average -yage rate IS accounted for by the larger number of female employees there. 
. I pomted out to you that in Victoria where taxation is less than it is here the factories have 
mcreascd at the expense of the employees !~As I say, it is probably because of the larger numb f 
~~~ale employees. The woollen industry has increased very considerably, and they pay h:~t~r 
diVIdends than you have read out for the New Zealand concerns. 

Pr.obably they can pay higher dividends i{ they pay less to their employees. There is one para
gre.ph m your wntten statement which is somewhat obscure to me. You say, "Further than that, 
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if the flax industry is fairly treated, and other industries crushed by tuxution, the loUt! eventually 
will fall on our indtt.'itry": what docs that mean ?-If a ct•rtain loud l;as to be Cltrrit•d, und if a <wrtain 
number of industries or concerns am put out altogether, the tPJIHlining men or uoneerwo~ will lmvt• to 
carry the load, and then the load would not be fairly distributt•d. 

Then the other industries arc carrying your industry on ·its buck !-No. The flux industry has 
been most unfortunate. We were singled out for double taxation. Tlwy did alt!'r it ut tllll finish. 
They put us on the same footing as the industrial manufacturer. Befort•, we W!'re paying tho t.wo 
taxes. -

All other industries pay land-tax ?-We are paying u very solid land-tax. 
You very laudably wish to see an attempt to encourage manufacturing lweaust~ till' cuwm 11 wr 

buys local manufactures cheaper than the imported ?-Yes ; it is best to buy local machinery, for 
tnstance. 

Do you think that New Zealand is going to be an exporting country permanently ; will her 
prosperity depend for all time upon her exports 1-No. 

Well, for many years to come 1-0ne can overrate the value of the land. As a mutter of fact, 
in order to carry on small farming successfully in this country you must have a nmnufacturing 
population as well as a country population. Imab<ine what a man would grow on a o-nere plot, nnd 
what you can sell to a manufacturing population. What do the Hutt people sell to WeUington j· 

But in the meantime and for many years to come New Zealand's prosperity will depend upon 
the volume of her exports 1-It would not take me long to work out a statement to •how thut the 
population of tlus country will be very small unless we have a manufacturing population. If we had 
a paper-mill it would employ a big population. 

Mr. W""ton.] You would not be able to run a paper-mill in this country !-With all due respect 
I think certain kinds of paper can be manufactured in tlus country; in the North Island the wasto 
is terrific. 

Mr. Shirtcli.tfe.] Take the conditions a• they are and must be for many year. to come, do you 
not think that the prosperity of the community in this country depends upon the volume of tho 
Dominion's export trade 1-To a very large extent, but it is not the only way. If we entirl'iy rely 
upon that without encouraging industries I think we will be carrying a heavy weil(ht of taxation for 
many a day. You also want to manufacture what can be manufactured in New Zt•uland. 

The productiveness of this country has not nearly reached its maximum; it may be doubled 
within the next quarter of a century 1-I would think that might bo so. 

You still think we ought to encourage industries all we possibly cun !-I think so. 
You also realize that if you d.o not sell you cannot very well buy 1-Yes ; and you cunnot Hell unless 
you have got a buyer. What the small farmer produces must be sold to local consunwrs. You 
cannot sell it elsewhere. 

If we manufactured the great bulk of the goods we consume in New Zealand, where would we 
find our markets for our exports 1-Wc would have a large population here as con•unwrs. One 
thing will grow with another. You should considt•r that many a manufacturing indu•try cun only 
be carried on by pooling capital. · 

M·r. Beg,q.] In regard to the taxation of compa1ues, apparently you object to it from two points 
of view; firstly, because in an industry like the flax industry you cannot pass it on 1-'l'hat i• so. 

And you object to it in respect of other industries because they can puss it on 1-Yes, becuuHc it 
only makes the cost of living higher. . . . , 

You think that is the effect of taxmg a company that sells w1thm New Zealand 1-I do, because, 
as Mr. Shirtcliffe read out, there has not been any decrcuso in the company rlividendH while the 
taxation was high as compared with tho dividends when the taxation wus low. You sec that they 
get about equal dividends. . . 

Mr. Shirtcli.ffe.] That would depend upon what amount they put mto the1r reserve•. 
Mr. Begq.] Those conipanies are not handicapped if they can I'""" it on !-1 cun easily imagine 

that. Take "the gas companies and the banks ; tho banks can put up the exchange rate in order to 
get sufficient for their shareholders. . . . . . . 

'fhen it is not injuring these compameR; what, th_en, Js your objectiOn to It 1-1 have no spcctal 
objection to it, but it is putting up the cost of my busmess. We havo got to make usc of tho banks. 
I think the better way would be to have a low graduated land-tux, which would cause induHtries to 
revive and the lower rate would produce more. 

D~ you think the taxation of c~mpani<•s which ther can P""' on ultimately r"coil• on a secti?n 
of the community that cannot pass 1t on 1:-I suj~pose 1t must. It g01:s round and ~ound; but 1?' 
worst effect is that it will knock out the mdustrl!'s that cannot pa•s 1t on-mduBtrtPH that uri! 1n 
competition with oth<'f parts of the world-wo~l, .meat, butter7. 1~elt•, a~d. flax. W c arc all in 
competition with the out•ide world, and we are brlllb~ng about artlfimal conditwns here, because men 
must live. . . . 

You think that to the extent that it does rccml upon those who cannot pa•s 1t on 1t must affect 
the industries 1-YeH. 

You mentioned the big lending companies fixing the rates of interest in order to give their 
shareholders dividends, do you think the big lending c?mpanies do fix the ~at<•s o! int<oreHt ?-;-I 
think they do. A man with £1,000 or £2,000 does not ~x the rat~; but the b11llemhng com1>ames 
fix the rate to local bodies, and the other j>e~ple w1th £1,000 or !:'J,UOO fix the1r rate• accordlllgly. 
'l'hey do not go any lower becau.•c they are gomg to be l?clu~lt·d. . 

Is that not rather vitiated by the Government conung tn and lcnJmg money ?-YcM, perhap!i, 
but the Government cannot meet the situation. . . 

You do not think the Government prevents the b1g compames fixing an arbitrary rate 1-No, 
because the Government cannot meet half tho situation. 
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But even if they met one-third of it, it mu:'t affect. the big companies. How do m~rtgage rates 
here compare with those in Australia 1-A while ago It was said that they were lending there at 
7 per cent., and then I saw that the Commonwealth Bank was lending at 6 per cent. . 

But do not the rates vary in different parts of New Zealand 1-No; the A.M.P. rates Ill South-
land and Auckland are about the same. 

What is the current rate in the North Island !-For local bodies, about 6 per cent. 
But for a mortgage 1-I could not tell you, but !tis about_6l_per cent;• I think. . 
On the best security they certainly vary considerably Within New Zealand !-They certainly 

are lowest in Dunedin. 
Mr. Shirtcliffe.] Mr. Begg asked you, Mr. Seifert,_ whether you thought the leml~ng companies 

fixed the rate of interest. You do not think, Mr. Seifert, that money IS a COffilllodity like every
thing else and its price is ruled b1 the e?o11omic la~v~ of supply and dema11d 1-Not altogether, 
because if you take off svrue of this taxation after g:.vmg a speCial rate for years back the law of 
supply and demand does count, but when anything happens to influence it the rate will rise in 
sympathy with it. 

In spite of the fact that there may be plenty of money about !-It depends upon that-that 
there is plenty of money at one time and n·Jt much at anothe~. . . . . . . 

It is difficult to see how any concern can fix the rate of mterest when It Is m competition With 
similar concerns right throughout the country. The price of money must find its level, according to 
tl:te supply of money in relation to the demand for it 1_-You woul~ have thought th~t t-he heavy 
oharge for operating could not have any effect, but puttmg lis. lOd. m the pound on will eventually 
make that difference. \V hatever charge is put on will be rdiected. 

Mr. Hunt.] In your statement, Mr. Seifert, you talk of industries being crushed by taxation. 
Do you refer to an industry that cannot pass on that taxation 1-Yes, I mean that. I have made 
that clear at the start. 

In your own industry-flax-milling-your price is fixed by the export price which is the world's 
price, and you cannot pass it on !-That is so. 

All these other companies which Mr. Shirtcliffe mentioned arc partly local companies and arc 
passing it on !-Well, some of them. Dalgety's have a large amount in Australia. 

But the great bulk of them are New Zealand companies dealing with a local trade !-Yes. 
And they can pass it on 1-I should say so-by those dividends. 
And the fact that they are paying these dividends is proof that they are passing it on !-Yes. 
Mr. Weston.] Can you give me any idea of the rise in value of flax land between 1914 and 

1920 !-There is a good deal of difference in the value. It was lower in 1923 than in 1914. 
Because of this disease. Between 1914 and 1920 the value of flax land went up very much. 

What would you say the rise was equal to-<lan you give me any evidence on that point !-It is very 
difficult, but I should say at least 25 per cent. It would be something about the same as the 
purchasing-power of money. £600 would purchase as much land in 19I4 as could be purchased for 
£1,000 in 1920. -.. 

You would not say that there was a great rise in the value of land 1-Not tairirl} the lower 
purchasing-power of money. 

You have not got any actual figurea-what about the price per acre !-About £50 for flax land. 
What would you pay for that in 1914-£20 per acre 1-No chance; it would be £35. ' 
Whether an industry could survive or not would depend upon what you valued th~\ land at 

{rom which you produced the flax !-Not necessarily, because if a company is allowed to lay by 
· considerable reserves and has its own flax, as we have, it is in a very good position. 

That is the ideal state which all business men aim at-to have all their assets written down to 
practically nothing. But the point I am making is this : supposing you had land that had cost you 
£30 per acre, you might be able to stand taxation and keep on producing at a profit so long as you 
only valued your land at £30 an acre, but if you valued your land at £50 an acre you would have 
to get a greater amount of profit !-Yes, a greater amount of profit. 

So it does not necessarily follow that this taxation would throw you out of existence, because 
it might be met by simply reducing the value 1-If you were prevented from working your flax 
economically in a large way, and supposing you were not able to work it in a small way, then you could 
sell the land for dairying. And, mind you, the taxation has already had that effect. If you own 
your own flax and mill-and it is not wise to carry on milling without-you must have a fair amount 
of capital, and therefore you must have some years when your balance-sheet would show a fairlv 
substantial profit. If that is taken away and the dairy-farmer gets off free, he can use that land fO'r 
a purpose that will not be so productive and pay a great deal more money for it than it is worth to 
you .. I think tha~ could be done in our case to-day. In fact, I was prepared to do that if the high 
taxatwn had ~ontmued. I had. roads marked out on the land. I could see it would be hopeless 
for us to eontmue, although, mmd you, we. had been paymg as ~uch as £15 an acre in wages. 
I ment.wn that to show what the turnover IS to the country. It IS an exceptionally good farm 
that Will yield 150 1?. of butterfat _per acre. If you take 100 lb. ?f butterfat, that is £7 lOs. per 
acre .. We were paymg more away ~n wages _than wo_uld be the receipt• on a dairy farm, and yet we 
were m gra':e ~anger. Had that high taxatiOn continued I should have been compelled to put that 
land mto dairJing. · 

Mr. Shirtcliffe.] But now,_ as regar~ income·tax; you ha':e no grievance at all !-Well, gentlemen, 
you. are here to make suggestions, and if you suggested puttmg that load on again which you might 
do, It would put me back in the same position. ~ ' 

Mr. Weston.] You justify small taxation in yo r case ; ·you say that your industry cannot 
afford to pay a graduated land-tax and be subject to progressive income-tax 1-No, we cannot. 
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Because in each case the bi!( man is being l1it by the land-tax and also 'by the income-tax !
Yes, that is the point. And I claim, further than that, that you want to encoura~:e industry. 
Take boot-manufacturing: it might be said that boot-manufacturers are in competition with the 
imported article, but you can put a very high duty on. I say you should encourage local manu
facture ; and the same with woollen goods. If we manufactured more of our wool it would be bPneficial 
for the country. In England J think there are only 18 per cent. of the people engaged in awicultnre, 
and I believe that in ·America the proportion l1as been brought down to 28 per cent. I mention those 
figures to show the immense importance of manufacturing industries in those countries. Supposing 
the United States did not encourage manufacturing industries, they would not hold that 28 per cent. 
of agricultural population that they have to-day, because a large number of those people engaged 
in agriculture are so engaged because tl1ere is the manufacturing population to supply. If you cut 
the manufacturing population out of America there would be an immense drop in the farming 
population. 

Mr. Begq.] That would apply the other way round even more, would it' not 1 If you cut out 
the agricultural population the manufacturing population would tend to fall very speedily !-Yes. 
I know I cannot run my mill if I have not got raw material. 

Mr. Shirtcl{ffe.] You will understand, of course, that America, as regards its manufacturing 
indugtries, ha.• ita raw material, and it has the labour !-Yes; but the point is this : it manufactures. 
You can hardly point to a single product that the people of America do not supply t.lwmselves with, 
and yet America can only employ about thirty millions of its people in agriculture. My point is tllat 
agriculture alone will not employ a very large population. If this country is ever to carry a large 
population a good portion of that population must be enl!nged in manufacturing. 

Mr. Begq.] I notice you say that the Income-tax Department has collected about thirty-four 
millions sterling in the last six years. We must presume that it needed that and had to collect it. And 
you go on to say, "This money was taken from firms who could have 11sed it to good ndvanta!!e 
towards improving the country." We will assume that that had been collected from individuals instead 
of from companies-that is, individ11als would have had thirty-four millions taken from them and 
the companies would have gone on without naying it directly. In what respect do you think that 
wollld have enabled manufacturers to establish themselves more firmly and to increase their b11sinesses 
more rapidly !-Supposing you had a lighter load on-for instance, the woollen industry. As far as 
I can see, a large part of the money that is made in a businees is reinvested to extend or improve the 
business, and it would be quite easy to imal(ine the woollen industry employing a weat many more 
people than it employs to-day, and it could have taken risks that it could not take now. 

Do you mean that there would be much less personal extravagance in the country and more money 
put into development !-No. Wben you take money away by income-tax and graduated land-tax 
you are taking it away from the successful men-from the people that have got some organizing 
ability and enterprise ; and it is 11 bad thing to take money awav from those people in excessive 
quantities. To my mind, it is as bad to do that through the Tax Department as it would be for me 
to go to mv cutters and take from them a Jsrger amount of what they have earned than I should take. 
You hit the successful man, because the Tax Department cannot collect money from unsuccessful 
firms. 

I do not think you quite wasped what I wanted to !!et at. We have to I!'Ot assume that the 
Government had to get thirty-four millions. If they had collected it from individuals instead of 
from companies, I want to know how von come to tl1e conclusion that that would have been good for the 
industries of this country !-I think it would have been good because the companies then would not 
have had their funds depleted. They would have been able to build up funds to extend their 
business. 

You think the effect would have been that there would have been a weat deal less individual 
extravagance and more building-up of the industries of the country !-I think you are ril!ht, thouf!h 
I never thought of it in that way before. But the point is that the high rate of graduated tax must 
be taken from the successful firms. You are taking the very life-blood awav from an industrial coneern 
when you take awav ita money. I cannot run my business to-day if I have not got capital. You 
take that away and I am done. . 

It must be successful men that pay taxes, must it not, on any scale !-It is a mistake to graduate 
the taxation up to a rate that cripples them and breaks their hearts. 

Mr. Weston.l Yon mean that the taxation has been excessive !-Yes. 
Mr. Shirtcliffe.] Have we had any suggestion from Mr. Seifert as to what alteration he thinks 

should be made !-• . 
The Chairman.] I understand that what Mr. Seifert is here to snnport is the maintenance of the 

present condition of affairs so far a.• the flax indlL•try is concerned. He doeR not want that disturbed. 
And do you not approve, Mr. Seifert, of the heavy taxation on companies !-No, I do not approve of 
heavv taxation on companies. 

You think the maximum should be somewhere about half a crown !-Yes. 

WELLINGTON: TUESDAY, 15TH" APRIL, 1924. 
D. G. CLARK, Commissioner of Inland Revenue, further examined. 

The Chairman.] We shall be glad to bear your statement, 1\fr. Clark !-It was suj!gested that I 
might have an ideal system of taxation to~submit ..... I mu~t confess that I ba':e not., n2r do I t_hink 
that such a thinl!•can be attained ..... Even 1f there was umversal agreement as to what was an 1deal 
system, which is far from being the case, I believe that the amount of elaborate detail tbat would be 
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required for its administration would be reyolting to th_e ayerage mind .. C. F. Ba~table, i:" his w_ork 
on public finance, states that the presentatiOn o~ an_ obJectiOn to a particular tax IS very Im~ressi':'e, 
but you require to beware of the fallacy of obJeCtiOns. The same wnter, after an exha~stl.ve _dis
cu.sion of taxation, states his conclusion that the best system of taxatiOn for modem soCieties IS a 
mixture of direct and indirect taxes; so that in considering taxation you should consider the whole 
svst<•m, and not any one part of it by itself. There is a school of thought that advocates progressive 
t~xation for the purpose of correcting inequalities in tlJC distribution of wealth and removing social 
injustices. There is another school which admits that there are inequalities and injustices, but . 
contends that th~se should not be corrected by taxation, that taxation should be in accordance with 
!acuity and should be proportional to income as a measure of faculty. With that school I agree. 
There is another system of taxation which is called by one writer on economies the. cynical system. 
Its views are that if in the State there is a body of wealthy taxpayers with a minonty of votes and 
you can tax them effectively-well, tax them ; if indirect taxes can be disguised so as not to be felt 
by the body of the voters-well, impose those taxes. To put it shortly, "Pluck the goose so as to 
have as little squealing as possible." Now, I said I agree with the second school, which, while 
admitting social injustice and inequalities in the distribution of wealth, objects to taxation being 
used as a means of correcting these. The contention of that school is that taxation should be used 
for revenue purposes only. While we have progressive taxation in our system I do not propose to 
attempt to defend it on the score that it· is for the purpose of correcting the inequalities in the 
distribution of wealth. :My grounds of defence are these : that the action of indirect taxes is 
re~essive-tbat is, they fall more heavily on the smaller incomes; and to strike a balance you 
require progressive taxes on income, so as to bring out a really proportional system of taxation, in 
accordance with faculty. I except from that the land-tax. And, by the way, I want to say that 
Bastable defines taxes as compulsory contributions from the wealth of a person or body of persons 
for the service of the State powers. There is no strict quiil pro quo in that. The old idea that 
taxation is a return for services rendered is abandoned as impossible of application, and the measure 
of taxation is practically according to ability to pay. I want you to remember that, because it will 
have a bearing on something I shall say later in connection with the land-tax. I except the land-tax 
from the progres8ive taxes. Our land-tax was introduced by the Land and Income Assessment Act 
of 1891, which was based on the South Australian Land and Income Tax Act of 1884. It was 
intended that both the ordinary land-tax and the graduated land-tax should be imposed on all land 
and improvement.<, with the exception of £3,000 of improvements. That was announced by :Mr. 
Ballance, who introduced it in his speech on the Financial Statement. But when the Bill was 
actuallv produced the graduated land-tax was left on the unimproved value only, as the land-tax was 
in South Australia. The idea of assessing graduated land-tax on the improvement.< over and above 
£.3,000 was abandoned. The reason for retaining what was really a part of the property-tax system 
in the assessment of ordinary land-tax was the fear that sufficient revenue could not be obtained by 
a simple land-and-income-tax system. :Mr. Ballance, in the course oi the debate on the Bill, excused 
this compromise by saying that we were treating the mortgagee as part-owner of the land. That, 
in my opinion, is a fallacy, and ·bas led to unfortunate results. The mortgagee cannot be held to be 
in any sense owner of the land. He merely holds the land as a pledge for his debt. It is true that 
under the old English law that land was actually conveyed to the mortgagee, and he was the legal 
own_er; but u_nder our Land Transfer. A_ct there is merely a memorandum of mortgage on the 
certificate of title, and the mortgagee IS m no sense the owner. He does not participate in any 
increase in the value of the land, and be does not suffer for any decrease in the value of the land. 
He merely gets his capital sum that be lent, and his interest, and should be take possession of the 
land he has to account to the owner for anything that be may realize on the sale of it over and above 
the amount o_f his debt. The first graduated land-!a:x that was imposed was on the unimproved 
value of land m excess of £.5,000, and ranged from }d. m the pound to 1Jld. in the pound en amounts 
of £210,000 and over. Tha~ was intro~u~cd with th_e ex~ress inte~tion of bursting-up large estates. 
Although I do not agree With that pnnmple-tbat Is, usmg taxation for a social purpose--! think 
that whatever justification the persons who introduced that Act may have bad it bas now passed 
away. As a matter of fact, the heavy graduations on the land-tax now tend to destroy the land-tax 
as ": revenue-produc~r at all. For ~everal years past the amount of extra tax that would be realized 
by_ mcre~sed valuatiOns bas been JlL<t about counter-balanced by the subdivision of land and its 
bemg split up and transferred to small holders, most of the holdings being mortgaged and therefore 
exemp~ from land-ta;c. We have no~ m~de one tax of two taxes, and the one "tax is progressive; 
and, W_Ith the exceptiOn of a';! exemptwn Ill respect of mortgaged lands, we have attained the object 
at which the person who mtroduced the Act aimed-namely ·to have a land-tax on th 

· dl hdid"ShA · ' epure ummprove va ue, as t ey m out ustraha. There the land-tax was levied on the uuim ed 
value of the land,_ and any income fron_> land in exce~s of 5 per cent. was assessed for inco!~~:..x. 
We have now amved at that stage, With the exceptiOn, as I say, of. the exemption in respect of 
mo_rtgaged lands. ~hese lands pay no land-tax, and ~here is a large amount of unimproved value 
which escapes taxation b_y that means. Mr. Ballance s statement about treating the mortga ee as 
part-owne~ and the carrymg-ov~r from the property-tax of part of the property-tax system ha~e led 
to the belief that the land-tax Is a property-tax. That I disagree with The land t · t 
h I I ·Id .. · -ax1saaxon t e monopo y va ue. t oes not answer to the defimtwn of a true tax in so fa "t · 

· f 1 · d A b · . r as 1 IS a payment 
hn a se1se dor i; ue re';:n!: .h 

1 
man. olding I?nd IS ":tan advantage as compared with a man who 

as ~to and.f e can ffort tf ahi! anAddJd!e, an~ It may mcrease in value from the efforts of the com-
mum y an rom no e o o s. am Smith says that nothing can be more bl tb h 
a fund which owes its existence to the good government of the State should b r:aso~a e n1· a~ t a

1
t 

see 110 reason for the imposition of a graduated land-tax The element of f ule taxe pbe.cli Jar Y· 
. • . ac y or a 1 ty to pay 
• 
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does not come into that question at all. The payment of the tax is tho payment of a ground-rent 
charge-payment for a peculiar privilege held by the landholder. I see no reason why, so long as a 
njan is putting his land to proper use, he should not be allowed to extend his operat.ions a.• far ns he 
can, provided he is paying to the State some return for the value he receives in that charge on the 
unimproved value. He should be allowed the same right to extend his business as is allowed to any 
man in an ordinary business. I do not see why any distinction should be made between tho two. 
We have now provision for penalizing by a 50-per-eent. addition to the tax any person who holds land 
without properly improving it. With that provision, which can be made more severe if 1wcessary, 
we do not require a graduated land-tax or any limitation of ar<'a. I think that should only be fixed 
by a man's ability to use the land properly. You cannot definitely limit the area. Take millions 
of acres in the South Island that were cut up into grazing-runs, some of the lund running 11 sheep to 
10 acres. And, in addition to that land, a man must have land on the low country to take his sheep 
to during the winter. You cannot limit that area. And there are thousands of acres in the North 
Island that are not fit for anything but sheep-farming, which is most efficiently carri••d on· on a 
comparatively large scale. I do not think there is the same ground to fear undue development in 
that direction as there is in business, because I think the personal element. enters mor<• into farming 
than it does into ordinary business. You do not find companies as a rule developing large farms us 
they do large businesses. Then, there are thousands of acres of country that are only fit for sheep
farming, but are being used for dairy-farming. This land is running cattle, and the country is really 
going back. It is not fit for cattle. Then, grain-growing is more efficiently carried on in large areas. 
There is not the waste of land in subdivision, nor the number of teams required by separate ownerR ; 
and there are many other points. Provided a man is paying a fair charge on the unimproved value, 
I do not see why his industry should be limited in any way. He should be allowed to extend his 
operations to their legitimate capacity. I may say that the subdivision of these large estates, which 
without special charge on them, such as a land-tax, might develop into an evil, has brought about 
what I believe to be a greater evil in this country, and that is speculation. That speculation has 
been encouraged to a great extent, first by the allowance of a deduction for a mortgage, and latterly 
by the mortgage exemption. That mortgage exemption covero holdings up to £8,000 of unimproved 
value, and it is in holdings of that size or a little larger that there is an enormous amount of 
trafficking. In my opinion, that has been a far greater curse to the country than aggregation has 
ever been. That is all I have to say about the land-tax. The income-tax part of my Btatement is 
being typed at this moment and will be in my hands shortly. 

The Chairman.] The better course, then, will be for us to have a discussion with you as to your 
views in connection with the land-tax in the meantime. 

Mr. Hunt.] You believe in a flat rate all round by way of land-tax ?-Yes. 
With an additional tax if the land is not being worked properly 1-Yes. The tax is really not 

a tax at all. It is a rent charge. 
Mr. Shirtclijfe.] But that is for use 1-Yes. 
Mr. Hunt.] In addition to the land-tax, would you charge an income-tax ?-A universal 

income-tax, yes. 
That is, there would be a flat rate of land-tax and a universal income-tax to everybody ?-Yes. 

I will deal with that later on. 
Would you make any exemption from the income-tax for the land-tax that has been paid?

Yes. Five per cent. on the unimproved value is better than the land-tax paid. 
That unimproved value: do you not think that is a problem again ?-Yes. 
It is a most difficult thing, in my experience, to arrive at ?-It is; but there are a g~eat .many 

difficulties in connection with taxation. You just have to take a rough-and-ready apprmamation. 
The capital value is fairly easily arrived at-much more easily than the unimproved value, 

because you cannot see the improvements ?-In many cases you cannot. 
Very few farmers, I think, could make the improvements. on _their la~d fo~ the amount that. is 

allowed by the Department-the improvements neces~ary to brm,e: 1t from 1~ urumprowd s~te to 1ts 
improved state. If some means could be got of domg aw~y With that "!llmproved value 1t would 
simplify the thing very much ?-It would be a very bad thmg to tax the Improvements. 

Thev really are taxed now, you know ?-Yes, slightly. 
To ~ very large extent, because the amount that is allowed for improveme~ts is so small t.h~t not 

one farmer in a hundred, in my experience, could bring ~is land from ~he· ummproved cond1t10n to 
its improved condition for anything like the am~unt that IS allowed for Improvements. ?-Is not that 
a matter of adjustment ? It is a matter of adjustment .. If farmers can produc~ ev1~ence of that, 
that evidence must prevail in an Assessment Court. I thmk a good deal of that IS owmg to neglect 
on the part of the occup,iers of land. . . . . . 

It is very difficult for any man inspecti~g land ~o g_et a pwture of what. 1t was m 1~ ummproved 
state, unless there is some unimproved land m the d1stnct, and o~ten there IR not that .-Well, there 
should be some record of the improvements and the cost of the Improvements. 

But those records do not exist ?-They do in some cases. 
Very, very rarely. Take underground draining, for in.stance; th~t is never seen ?-No. Of 

course, that difficulty crops up in connection with the valuatwn of land m England. Owners of land 
in Lincolnshire wanted to claim as improvements improvements that were made by the Romans, nearly 
two thou.•and years before. . . . , 

Mr. Weston.l With regard to the "xemption of 5 per c_ent:, would 1t not be f~Jr to do this. to 
have your flat rate of land-tax. To get over Mr. Hunts obJeCtion to some exte~t, Ill any ca_s~ wh?r~ 
a farmer paid income-tax, simply to deduct the land-tax from the amount. 'lake a case hke th1s. 
unimproved value, £10,000. You have a flat rate of tax. Then you allow 5 per cent. of that 

5-B. 5. 
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£10,000 off the income. I am rather inclined to think that with a progressi~e income-tax it would 
he a very big gain to the man who is paying income-tax !-Not_ an undue gam. 

I mean that a flat rate of land-tax on £10,000 would be considerably less than what the taxpayer 
would save on the £.500 that you would allow him off his income !-Yes, it would be less. If we had 
a flat rate of land-tax, that would get some contribution from all the farmrors who did not pay 
income-tax 1-Yes. 

Then, the men wlw paid the progressive income-tax, let them simply dcrluct their land-tax, and 
depend entirely on the progressive income-tax !-I did want to allow ": litt.Ie margin between the two, 
because there is no guarantee that the rate of land-tax would not be mcrcascd. It might be put up 
to 3d. or 4d. 

A flat rate mi"ht be more than ld. in the pound !~It might be, yes. , 
I do uot think" you ought to hit the small farmer too hard !-You would not hit him very hard; 

and, besides the farmer, there are thousands of men living in suburban areas-men in employment
who have fairly valuable sections and ought to pay land-tax and could well afford to pay land-tax. 
It would only be a matter of a pound or two, hut in the aggregate it would amount to a considerable 
RUm. 

Take suburban areas ; take a man holding a suburban area of land, not making any use of it, 
simply letting it stand waiting its turn for development : would you put the 50 per cent. on that ! 
Yes. We would require an amendment of the Act to do that. That would be more general, 
because there is more of that sort of thing going on in suburban areas really than there is in country 
lands, that is where the profits of speculation are largely made, hnt at present that is cnt out. 

Your .scheme would get over this disadvantage: that big concerns that must have valuable 
unimproved lands for the purposes of their business would not have to pay the graduated tax !
Yes. 

At present I suppose the tendency is for the proportion of land-tax paid by farm lands steadily 
to decrease, as compared with city lands !-I could not say for certain. We have never taken out 
the information regularly. It is always a difficult return to compile. It takes a lot of time. We 
have not had the time to do it every year. Once or t\vice we have done it. 

At present what proportion of the land-tax is paid by country lands as compared with urban 
and suburban lands !-I think, about four-sevenths. 

Mr. Shirtcliffe,] If I follow Mr. Clark correctly, he favours a flat tax on land !-Yes. 
Without any graduation !-Yes. 
The Chairman.] Without any deduction for mortgages !-Yes. 
You would abolish the mortgage exemption altogether !-Yes. 
Mr. Shirtcliffe.] And you would have no exemption !-You could make it £500, or, if you 

wanted, £1,000. Really I think the only exemption should be of an amount that is not worth 
collecting. 

The Chairman.] What would that be !-£50 or £100 of value. 
You would tax anything over £100, say !-Yes. 
Mr. Shirtcliffe.] Have you any idea as to what that flat rate should be m1der preiwnt conditions ! 

-A flat rate of 3d. in the pound would bring in about £2,500,000. 
You do not get anything like that at present, do you !-No. 
What do you get at present !-About £1,750,000 approximately. It was less last year. 
Mr. Weston.] You are getting about £1,300,000, are you not !-Yes, this last year. 
Mr. Shirtcliffe.] And you say that a 3d. rate would bring in £2,500,000 '!-Yes. 
Is there any necessity to tax the land so heavily as that !-Yon could make your rate less. 
Y ?U are suggesting a ~niversal income-tax, are you not ~Of conrs_e, at present in the higher 

gradatiOns, when you take mto account also the local rates whiCh are leVIed on the same valuations 
you are appropriating more than the total ground-rent. You are appropriating at the higher rate~ 
in some districts more than the total ground-rent-that is, when the tax is combined with the local 
rates, which are levied on the same basis. 

I am trying to get down to the economic aspect of it-as to what rate would be necessary in 
order to maintain the present return !-I can give you later the approximate figures. I should. •ay 
that between 1d. and 1 !d. in the pound would bring in our present land-tax revenue. 

Y 
You would still rigidly enforce the 50-per-cent. penalty for land held for speculative purposes! 

- es. 
Is that done now !-Yes. 
If a ~:an buys a suburban property !-Not suburban. Lands in a borough are exempted from 

that prOVISIOn. 
But is not that where a very large amount of speculation goes on !-That is so. 
You t~ink_that suburban lands held speculatively should pay the 50-per-cent. penaity !-Yes. 
You Will giVe us a memorandum of what suggested mtPs will yield !-Yes. 
il'!'· !Jegg.] About the taxation ?f unimproved value, tlwre "''''"' to be so many difficulties about 

asscssmg Improvement.•.. Do you think it would be unjust to put a tax on the capital vahw 1-YPs. 
If you were not gomg to assess a graduated income-tax in addition !-Yes I think in any 011 it would be. ' se 
You real~ze that there are immense difficulties in arriving at a reasonable unimproved value ~-

They are not msurmountable. · 
On_e great difficulty, .to my mind, is that they may alter continually : what is an improvement 

to-day IS not an Improvement to-morrow !-That is so. 
What was considered an impro':ement twenty years ago would to-day be considered as ruining 

n property !-That can always be adjusted. 
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Take an instance-land that was in good fore•t twenty-five years ago. An industrious man 
cleared the land of it as worthless, and he was assessed, as having improved tho land, we will say, tu 
the extent• of £5 an acre by doing so !-Yes. 

But to-day the exact contrary would be the case: the land would bo worth £50 an acre more 
with the forest on it. Do not anomalies like that vitiate the thing !-I do not think su. You cannot 
get any exactitude in a system of taxation. 

This might be so inexact as to be oppressive !-There is no evidence of that so far. 
A tax on the unimproved value : trying to arrive at what is the unimproved value !-1 think 

we manage to get to it approximately. 
The Chairman.] Taxing on the capital value would be much simpler, would it nut !-It would 

be simpler, but a return to the old property-tax would cause a great deal of complaint. Tlw property
tax tends to fall on real property eventually and the man who improves his land suffers as compared 
with the man who does not. 

Mr. Hunt.] That might have been the case with the property-tax, but now with the land and 
income tax he would be exempted 5 per cent. of capital value, instead of 5 per cent. on the improve
ments !-That would not compensate him for the additional tax. He would have to pay a heavier 
income-tax by reason of his greater industry, and a heavier land-tax by reason of his improvements. 

The Chairmwn.] Is that how it would work out !-The man holding the land wtimproved would 
derive no income at all!rom it. 

M-r. Shi-rtcliffe.] Would not there be a little inconsistency there if you taxed a mtut's improve-
ments 1 He puts those improvements on the land in order to obtain a gn•ater inuomc 1-Ycs. 

You tax him on his income on a graduated scale !-Yes. 
Would you not therefore be taxing him twice on the same investment !-Yes. 
There would be a system of double taxation !-:Yes. 
Mr. Begg.] That is to say, taxing improvements is taxing thrift and enterprise, of course ; but in 

its essence there is nothing else to tax: is not that the case 1-0h, no. I do not think that. '!'here 
is a value in land that cannot be held to be created by any individual. 

There is as things are-that is, collectively created, not individually !-Yes. 
But where it is held that way you have the other penalty to hold over the man. For instance, 

where he geta no income at all you propose to-we do, in fact-charge him an extra tax. If a man 
holds land for speculation and there is no income at all from it, we tax him 50 per cent. heavier 1-
50 per cent. would not be sufficient if you were dealing with capital values. 

No; but in my experience of the unimproved value the capital value and tJw unimproved value 
arc so many pounds apart in a district, and it varies very little on the highly improved farm and ·the 
moderately improved one. That is how it works out in practice !-That is a fault in the practice 
that requires remedying. 

It is a practice that is almost ineradicable, apparently !-I do not think it is. 
You yourself referred to claims for exemption for what the Romans had done. ThaL seems 

pretty remote, but in practice in assessing the unimproved value in New Zealand a very much shotter 
term than that is fixed for improvements !-Speaking from memory, the term fixed under the English 
Valuation of Land Act for the exhaustion of improvements was thirty years. 

My recollection is that some forms of improvement, such as draining, were assumed to have 
· exhausted themselves in nineteen years, whereas every practical man knows that they are permanent 
-they are there for ever, if properly done ! -Yes; but on the theory that the whole of the capital 
is returned over a certain period, that limitation of term is best. 

But is not that a rather vicious principle 1 A man makes an improvement owing to his skill or 
his expenditure of capital. The mere fact that he gets back a return does not mak<> that not an 
improvement for the future. It does not vitiate the fact that he has an improwment there which 
should oome off the capital value, does it !-No, possibly not; but it is not so vicious as taxing on 
the whole of your improvements as a regular thing. 

Would you not have this advantage: you would know what you were doing in the one case, 
and you do not know in the _other 1-You know app~oximately. The taxation of tl~e whole of the 
improvements as a f(•gular.thing won!d be far more VICIOUS than the occas.wnal taxatt~n of u certat.n 
amount of improvem..,nt wtth the wumproved value ; because your case 18 au exccptwnal case; 1t 
is not a general case. 

My experience is that the case is fairly gener":l and _is. becmuing moro general every year, because 
the possibility of imagining what the land was like ongmally becomes less every year that passes. 
It is a young country, and we can to some extent get information as to what the improvements 
amount to. But that is becoming more difficult every year !-It is a difficulty that was overcome 
in England by a scientific system of valuation. 

lib. West<>n.] Your principle is, How long will it take for the improvement.• to return you the 
money you have expended in making them 1 And when that money is returned, then those improve
ments as it were, merge in the prairie value of the land. 

1Ur. Begg.] They should not merge. That is my point. The mere fact _that a man has _got a 
return from his improvements does not make them any the less belong to hun. One man wtll get 
back a big return for improvements that cost him next to. nothing .. Another man will spend a great 
deal of capital and will not get any return at all from 1t. That tt has been done successfully m 
England I am alad to hear. I did not know it had been done successfully. I knew it had been 
done !-Of com?.c, there was a great deal of prejudice in England against it, and the method of 
levying the tax w~s so ineffe~tive that it did not produce sufficient to justify the expenditure. That 
is the reason why 1t was abolished. · 

Has it been found in practice that the penalty tax of 50 per cent. checks speculation !-It bas 
not been sufficiently long in operation. It has only been started this year, and anything like that 
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is started very gently. The information as to improvements is defeotive on the valuation rolls. 
People have effected improvements and have not bothered to have them put on the rolls-11:' many 
cases because if they did so they would be subject to heavier local rates. If we had apphed the 
section rigidly this year we would have caught a lot of people, as it were, on the h?P· . 

How docs that clause work ! What is improved land ! What degree of Improvement will 
keep a man's land exempt !-£1 per acre, or one-third of the unimproved value. 

You do not admit that there is any particular difficulty in arriving at unimproved value !-No, 
no difficulty that is insurmountable. . . . . 

In the cities, I thoroughly agree with you; but you do not tlunk there IS any spemal difficulty 
in arriving at it even in the case of rural lands !-No. . . 

I suppose you know, from correspondence that you must have had, that there IS a considerable 
sense of injustice among farmers over the taxation of unimproved value !-There is a certain amount. 

A very great deal: do you not find that !-No. 
They do not want improvements taxed, but what they say is that the Department has not been 

able to arrivo at anything like equity in assessing the unimproved values. And they claim that that 
is true, that the weight of evidence is invariably against them. It is hard to get them together, and 
one man brings his evidence before the Assessment Court, and the weight that is against him is this : 
It is said to him, " Have you not fifteen neighbours farming similar land extending on either side of 
your farm! They have not appealed, and therefore they must be satisfied." That is what the 
farmer says is the usual procedure in an Assessment Court, and he cannot get redress !-That is 
their own fault. As to the feeling of injustice, I do not think there is any greater feeling amongst· 
farmers against taxing on the unimproved value than there is against any oth•r tax. I do not 
think there is any more. 

You think it is just the ordinary resentment against taxation !-That is all. 
Mr. Shirtcliffe.] To carry a little fnrther what we have heard from Mr. Begg, it seems to me there 

is a great principle involved in this suggested tax on improvements. Take the case of a sheep
farmer or a dairy-farmer: He wants his land to carry the maximum number of stock, and in order 
that it shall do that he has got to improve his property very considerably !-Yes. 

Take the case of a merchant in the city: He require•, in order to get his income, to carry more 
or less heavy stocks of merchandise. In order to carry those stocks he must have the property improved 
by way of buildings and warehouses and so forth. If you tax improvements, might you not extend 
the principle further and tax the stock or the merchandise out of which the income is earned !-It 
would be just as reasonable. 

It would be as logical !-Yes. 
·It practically means the property-tax, docs it not !-Yes. 
A tax on improvements !--Yes, I think so. 
Mr. Hunt.] I have just run out a supposititous case to sec how it would work. I have set down 

the land, unimproved valut•, at £12,000, and the improVl'nwnts at £4,000, making a total land-value 
of £16,000. Stock and plant I have set down at £4,000, making a total capital value of £20,000. 
Assmning that the pwperty earned 10 per cent. before tax is paid, including the owner's labour, that 
would make £2,000 total earnings. If you take the land-tax on the unimproved value at £12,000-
we will assume a flat rate of l!d.-that would be £75. Income-tax would be payable on £2,000, less 
5 per cent. on £12,000--namely, £600. That would leave a total taxable income of £1,400, omitting 
exemptious for life insurance and family, and so on. The tax on that £1,400 would be at the rate of · 
Is. 5·6d., which comes to £102 14s., making his total £177 14s. If you suppose that instead of taxing 
that man on the unimproved value you tax him on the improved value, you would levy land-tax on 
£16,000 instead of £12,000. At Itd. in the pound that would be £100. The income-tax would be 
levied on £2,000, less 5 per cent. on £16,000, or £800; so his taxable income would be £1,200. At 
Is. 4d. in the pound on that £1,200 he would pay £80, making his total payment in taxation £180. 
So it is almost iden:ical, is it not !-Yes, in that oase; but it would vary. I do not think you oan 
take a stock case like that. When we take out actual cases of people with the same capital in 
different occupations we find that the variations are very great. 

Mr. Weston.] There are two cla.'!Ses we want to exempt. There is the man who has a property 
of his own in the oity, up to, say, £1,000-that is, including improvements. £1,000 would mean that 
the working-man would be able to make his house his own !-He would not nowadays. 

I think he will shortly. I quite agree with you that it does run over that sum now but we 
must draw a limit, and so I set down £1,000. We must give that exemption of £1,000 to' the city 
man, and an exemption of £1,000 also for the small farmer. Then, if you were to have a flat rate 
you '~ould have to provide for farmers who came in under the progressive income-tax. It would not 
be fan for them to pay double taxation, would it !-No . 

. I would sugge~t ~hat, as it were, you take your choice. Supposing a man is making a mess of his 
affairs, probably his n~come fr?m the property will not be such as to make his income-tax equal the 
land-t_ax; but supposmg the mc?me-tax ex~eeds the land-tax, then tax him on his income 1-Why 
not b~ve the 5-per-cent. exemptiOn, to which people have been accustomed and which in theory 
exempts the income from the unimproved value of the land. . 

. The _on!y thing that str~ck me there was that that would give too great an advantage to the man 
\~Ith ~ b1g mcome .. Supposmg he has a.£~0,000 property and the land is worth £16,000, you would 
giVe him an ~xe_mptwn of ~00 !-A mans mcome has no relation to the value of the land he occupies . 

. I am thi~king of the ?Ig fa~mer, the man who has probably got £8,000 !-You have got to think 
at the same time of the h1g busmess man. There should be no difference in the treatment of the big 
farmer and the big business man. 
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Mr. Shirtcliffe.] I take it, Mr. Clark, that you are suggesting an arbitrary exemption and not 11 

percentage exemption: you suggest an arbitrary exemption of £500 or £1,000 for land-tux 1-Thut 
is so. The 5 per cent. exemption would be for income-tax-5 per cent. on the unimproved value of 
the land. 

The Chairman.] I understand, Mr. Clark, that you have also a uwmorandum eovt•ring your views 
on income-tax: perhaps you will read that to us now 1-Yes ; it is as follows :-

I nco me-tax. 
Turning now to income-tax, that was introduced at the same time as the land-tax by the Land 

and Income Tax Assessment Act of 1891: at first income from land was excluded from income-tax. But 
from 1916 until this year tax was assessed on income from all sources. During that period land-tax 
was assessed in accordance with the land held by any man, whether in town or country ; and income
tax was assessed on all income, whether derived from land or from any other source, and it is a purely 
personal tax-in fact, with the exception of South Australia and one or two other 'Australian Statt•s, 
it is the only purely personal income-tax in the British dominions. I am using the word " personal " 
in its strict legal meaning. There are certain anomalies-! always think a taxpayer would have a 
grievance if he had a perfect tax, because we would lose tho use of the word "anomaly "-but they 
are not nearly so serious as they are alleged to be. I think most people consider it is an anomaly if 
they have to pay tax and cannot shift it over to somebody else. There is one that has been brought 
up and has been a good deal in evidence lately-that is, the disallowance of the loss derived from one 
operation, or one set of operations, being set against the income derived from another source ; and 
I think the obj<ction to that is sound, and it has been met by a recent amendment. It is a relic of the 
English Act under which incomes from different sources were assessed in somewhat different ways, and 
it was enacted partly with the idea of preventing a man from dissipating his income in hobbies or some
thing of that sort. Then there was discussion of the assessment of the tax on the single Y"ar as 
against an average year. That point has been met by the amendment allowing losses to be carried 
forward, which comes into operation this year. Another point that has been raised is the differentia
tion between earned and unearned income. My opinion of that differentiation is that it is to a great 
extent sentimental. You cannot accurately define what is earned and what is unearned. I supposo 
there is a certain amount d unearned income in every income, in a S(>nse. H you take earned income 
to mean income that a man can derive from his own efforts, see how it worla; out .in the case of a 
professional man such as an eminent barrister or an eminent surgeon. A barrister cannot take up the 
cases and earn the fees he does if he has to do the whole of the work himself. He must depend on 
assistants or juniors to help him. It is the same with a surgeon. He could not perform the difficult 
operations or the number that he does perform during the day without the help of assistant surgeons 
and dressers, and so on. In {act, all our incomes and all our efforts are to a certain extent inter· 
dependent, and if you look at the thing logically I do not think you can differentiate between unearned 
and earned income. 'l'he que.stion has cropped up in connection with pensions. There is a lot of 
soreness owing to the fact that pensions are treated as unearned income. In a sense they may be said 
to be earned incomes. A man has been working all his life to derive that income from pension. But 
if you define pensions as earned income, what are you going to do with the man who, instead of being 
able to contribute to a superannuation fund, has set aside a part of his income-invested it in 
company shares or in debentures or lodged it on deposit-to provide an income for his old age 1 Or a 
farmer who has been working all his hie improving his farm, who has put perhaps twenty or thirty 
years into making improvements on his farm, and who sells it and invests the proceeds to keep him in 
his old age 1 Each of those income.~ is just as much earned income as a pellBion, becamw, after all, a 
pension is strictly an income derived from an investment. The same reason applies to the assessment 
of life-insurance companies. If you are assesring the man whc sets aside part. of his income and invests 
it on his own account, why should you not assess a combination of individuals who arc merely doing 
the same thing 1, The question of the assessment of interest on mortgages has been rai•cd too, and that 
assessment has been compared with the assessment d income derived from debentures. On that point 
I think the income from debentures should be brought into line with all other income. There is always 
a danger, I think, in making exceptions in the assessment of income-tax. I think you have a clear 
demonstration of that in the exception from income-tax of the interest from war-loan debentures. It 
has had an effect on the financial position of this country which, I think, was never anticipated. I do 
not think it is advisable to increase the exemptions and to create further disturbance by excepting 
other income from the operation of the Income-tax Act. That is a matter that is temporary. It will 
adjust itself _in ti?'e as the~e debcntu~es are redeemed,. and. a~ ~he total amount ?f capita! invested in 
other directions mcreases m proportiOn the effect will dimimsh and finally disappear. Then, the 
deduction of the land-tax paid has been claimed. It is considered a grievance that the deduction of the 
land-tax paid should not be allowed from the income-tax. My reply to that is that the land-tax is a 
charge against the revenue derived from the unimproved value of the land, which is supposed to be 
exempted by the 5-per-cent. exemption, and that, as a matter of fact, the holders of land in New 
Zealand who are assessed for income-tax are in a better position than they would be in Australia
that is, under the Federal law, where the 5-per-cent. exemption is not allowe-d, but. where the land-tax 
is allowed as a deduction. Another point is that the general exemption should be decreased in the 
case of unmarried taxpayers. This would in New Zealand be practically inefft•ctive. It means 
increased taxation of those who are already paying, to a greater extent than it does on those who are 
not paying, and who would be brought in, and it has been the experience of all tax-gatherers that tiH•n• 
is such a thing as making the exemption too low. You want to look upon it not only from the point 
of view of the taxing authorities, but from the point of view of the other taxpayer. There is always 
a large number of those people with small incomes who can escape taxation. It is almost impossible 
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to follow them up. There are many men who come over from Australia in summer. They work kr a 
certain time every year. They make at the rate of, possibly, £500 or £600 a year-or have done dunng 
the last few years. They pay no tax directly. They can only be assessed effiCiently through an 
indirect tax on some article of general consumption, and on the whole we have a pretty good selectiOn 
of indirect taxes on articles of general consumption in our beer, wine, spirits, and tobacco taxes. I do 
not think there is anybody in New Zealand missed when you ~emcmber the. effect of those taxes. 
Everybody pays something. We had an illustratiOn of the dissatisfaction that IS caused by the escape 
of one taxpayer as compared witb another when we first started assessing farmers. The~e are 
thousands of them who are not liable to tax, by reason of the 5-per-cent. exemptiOn. They did not 
understand why they were not taxable. I dare say some of you know farmers congregate round sale
yards and talk about this and that. A lot of these people boasted about not pa:>:ing taxes, and this 
made those who did pay feel very sore. There was a very strong feeling about 1t. That would be 
intensified if we went down to the small incomes. Another point that has been mentioned is deprecia
tion. Depreciation is left under our Act, as it is under all the other Income-tax ~cts, to the discretion 
of the Commissioner, and I think that 1t may JUSt as well be left there. Complamts have been made 
that the Department does not allow sufficient depreciation. The rates of depredation were first fixed 
by one of the early Commissioners in consultation with an engineer. They went round, looked at a 
number of plants, and consulted taxpayers, and arrived at the old rate. That has been amended 
since, as evidence has been adduced that the previous rates were not sufficient. The rates as at 
present allowed are higher than the general body of taxpayers write off. Another point is that it is 
contended that depreciation should be allowed whether it is writ.ten off or not. I do not think that 
would be right, and I see there is a recommendation to that effect in the report of the British Com
mission. But my reason for saying that it should not be allowed unless written off is that, on the one 
hand, there are many taxpayers who do not keep proper accounts, and we have found on investigation 
in many instances that depreciation has been claimed where the total cost of the plant and machinery 
and buildings in some cases had already appeared in the working-expen.ses in the return. The 
taxpayer. not having complete accounts we were not able to trace that until the books were actually 
investigated. Then, in the case of companies, some carry the amount to a reserve fund, and leave the 
assets standing in the balance-sheet at the original value. In those cases, or a great many of them, 
that is done for the purpose of obtaining the full price of the asset in the event of the undertaking being 
sold. I think it is only fair that if a taxpayer wants depreciation allowed he should show the 
«enuineness of his claim by writing down his asset to what he considers the depreciated value. I look 
~pon that as a necessary proof of the genuineness of his claim. Another matter that has raised 
considerable discussion is the assessment of companies. I said before that our income-tax is a 
personal income-tax, and we are consistent in treating the companies as we do-namely, as persons. 
It may be asked, Why do we not follow the English system 1 My explanation of that is that when 
the income-tax was introduced into England the position of companies was not clearly understood. 
In the latter part of the eighteenth century partnerships began to develop into the form of companies, 
but there was a distinct antagonism to them. There was a disinclination to admit that they were 
separate entities. They were looked upon as inimical to the public interest. The practice in 
Scotland was different from that in England. In Scotland a partnership was looked upon as a quasi
personality and treated as a separate entity. It was held by the common law of Scotland that if 
people advanced to such a partnership the obligation passed to the partnership itself and not to the 
individual partners, and that they could ouly recover from the partnership assets. The position was 
quite different in England. There was a strong disinclination to recognize companies as separate 
entities. They were treated as qualified partnerships, except, of course, in the case of chartered 
companies. In Scotland for a long time it was not considered necessary to obtain a Royal charter for 
a company; but the practice in Scotland wa.q modified to a certain extent later, in accordance with 
English practice. There was a lot of vaccilation in the treatment of companies, and it was not until 
1862 that companies in England and Scotland were formally recognized as separate entities, and that 
was twenty years after the income-tax came into operation, because it must be remembered that the 
English Income-tax Act-the consolidation of 1918-was a consolidation of the Income-tax Act of 
1842 and its amendments. When 1ve introduced our income-tax here the position of companies was 
clearly define-d. We followed the South Australian Act, and we treated our companies in the same 
way as they did there-assessed them as separate entities, treated them as persons. And we were 
following a property-tax assessment which had been copied from America. America is the home of 
the property-tax, and there, although there was a great diversity of practice, companies were 
generally treated-! may say, altogether treated-as separate entities. In some cases the company 
was assessed and the shareholder exempted. In other cases both the company and the shareholder 
were assessed. In some cases where the company and the shareholders were in the same State the 
company was assessed and the shareholders were exempted. Altogether, there was a variation of 
practice, but on t~e whole_ compa~es were treated as separate entities, as persons, and we have 
follm~ed that practwe. W!Uie there IS no doubt that companies have played a great part in the com
me~CJal. development of this last forty or fifty years, or ~ore perhaps, and are desirable, they have 
theu disadvantages. The shareholders take no personal nsk. They merely advance a certain sum 
o; agree to advance a certain sum, to a company. They have ~othing to do with the management: 
'Ihey have a general control by way of vote at the annual meetmg, but the management is entirely 
in other hands, ~nd there is a risk of rec!dess tradi~g. You have only to look back over the history of 
compan>:·f~rmation and company-flotatiOn to realize that. An outstanding instance of that in New 
Zealand 1s m the ~auk of New .zealand. Most of yon will be quit~ fmuiliar .with it. A company can 
afford. to ~ke a nsk that a pn-:ate pe~so.n cannot take. An additiOnal ~vll is the Stock Exchange 
gambling m shares. The obJections ra1sed to the assessment of compames as separate entities are 
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various and contradictory. On the one hand it is alleged that owing to the fact that the companies 
cannot pass on the taxes they will bo driven out of the business ; on the other hand it is alleged that. 
they pass on the tax, and this is a factor in the high cost of living. In reply to the first objection, I 
would say that I know of no instances in New Zealand in wl1ich a company has been driven out of t.he 
country hy taxation. In reply to the second, I would state that normally dirPct taxes, such as land
tax on the unimproved value of land or economic rent, income- tax, death duties, are not passed 
on, while indirect taxes normally are passed on. Seligman, Professor of Economics at Columbia 
University, states that a general income·tax on net income is not passed on, and with this I am 
inclined to agree. Income·tax is not a part of the cost of production, but a portion of tho difference 
between prices and cost of production. I think it is likely that there is a certain amount of shifting 
caused by the existence of taxes from investments such as war·loan stock. I do not think thnt 
shifting of the income-tax in New Zealand obtains to any great extent, if it were true that industrial 
companies in New Zealand passed on the income·tax. If they paid, one would expect to find a material 
increase in the rate of dividends paid since 1914 to compensate for the rt•duced value of £1. A company 
paying a 10·per-cent. dividend in 1914 in order to pay an equivalent dividend during the latter years 
would reqnire to increase its dividends to about 15 per cent. I do not think that there is anv •uoh 
increases of dividends to be found in New Zealand-in fact, an examination of the Stock Ex~hange 
lists from 1914 to 1923 will show that the return on investments in companies' dividends have shown 
a decrease. An examination of the cost-of-livir.g increase will show, I think, that they do not follow 
the variation in their rate of income-tax. I am informed by the Government Statistician that the 
cost of living is now at the same point as it was in 1920, although the rate of income-t>tx is lower than 
it was then. Gas companies are quoted as cases of those who pass on the tax. The examination of 
the returns of Auckland, Wellington, and Christchurch gas companies will show that this is not shown 
in the dividends. I have obtained through the New Zealand Government officers in Melbourne and 
Sydney some information as to the price of gas in Melbourne and Sydney, which will show that the 
price has increased in both States, although the tax has not varied during the period between 1914 
and 1923. A comparison of the priees of gas in Melbourne and New Zealand will show that the price 
in Melbourne reached as high a figure as in New Zealand. The rate of interest in New Zealand has 
tended to be slightly lower than in Australia, so far as I can asc<•rtain. The rate is now tending to 
increase in both countries, while the rate of income-tax is decreasing. There is one point that has 
been raised in connection with our present method of assessing companit~s that I must admit creatt•R 
a difficulty-that is, the faet that a wealthy man may, by subdividing his investments, escape a certain 
amount of taxation; and to meet that difficulty I would suggest that a similar provision be enacted 
to that which is at present applied to joint owners of land, and that the income of such a person from 
all sources be aggregated so as to secure the highest rate to which such a person would be liable to be 
charged. There would be considerable administrative difficulties if the change advocated were 
adopted. Tbe rate of tax charged on individual taxpayers would reqnire !{)be considrrably increased. 
It would reqnire to be at least as high if not higher than the older and more highly developed countries 
in which the system advocated pertains. There would be considerable loss of revenue by reason of the 
fact that a considerable number of the largest companies operating in New Zealand have large numbers. 
of non-resident shareholders. There would also be considerable evasions by the subdivi•ions of share
holding amongst members of families, and by the incorporation of private businesses. In conclusion, 
I would advocate a land-tax levied on a flat rate on the unimproved value of all land in exce.as of 
£500, or, if thought advisable, in excess of £1,000, on the same basis as the levy of local rates, and 
without reference to mortaagc indebtedness, allowahCe for which can be made by deduction of intere•t 
in the assessment of inco7ne. I advocate a general income-tax on income from all sources, including 
income from land and debentures at the same progressive rates as. or similar progressive rates to, 
those in use at present. I think that the exemption of the income from land is a retrograde step, as I 
think that it is advisable to make no exceptions whatever in the asscKsment of income-tax. The more 
general the tax can be made the less probability, I think, there is of there being any shifting of the tax. 
The tax on debentures should, I think-from the same reason-be uniform with the tax on income 
from other sources. If such a system were adopted it would enable a considerable deduction to be 
made in the present general rate. There is, of course, a difficult:V in collllection with the •.xemption 
of the income from war-loan stock. It has been suggested that this should be aggregated With a tax
payer's other income in order to fix th~ rat~, but this. su~gestion has been reje?t<;<' by Parliament. In 
the United States, where the difficulty Ill th1s connectiOn IS much greater than It IS here, attempts have 
been made to abolish the exemption of tax-free securities, but have been rejected by Congress. In 
any case it would take about fifteen years to br.ing about the ne?e~sa~y alterayons in the Ia~ there. 
It might be worth while to consider the redcmp.twn of these se.cunties m New Zealand by the Issue of 
exempted securities at a slightly higher rate of mterest. I beheve that the Government has power to 
redeem before maturitv. 

Mr. Weston.] Your idea is this: that although income de~vrld from companies should not ~e 
assessed in the hands of the individual, vet lor the purpose of fixing the rate of tax payable upon h1s 
income, including dividends from comp~nies, yo~ would ~ke his total incom~ 1-Yes, _and gi_w~ him 
credit for the tax paid by the company- that Is, wh~re It wou~d have the effect of mer.eaKmg. the 
amount of tax to be collect.cd. It would be a preventiOn of evasiOn by a perKon cuttmg lnmself mto 
several persons, as it were. 

Mr. Hunt.] On page 32 you say: "Taxation shout~. be in accordance with faculty, and 
should be proportional to income as a measure of faculty. With that I agree ; yon mean in 
proportion to the man's total income ?-Yes. . 

Then, on the same page yon say: "My grounds. of defence are th_ese: that the actwn of 
indirect taxes is regressive-that is, they fall more heavily on the smaller mcomcs-and to stnke a 
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balance you require progres•ivo taxe• on income so as to bring out a really proportional ~ystem of 
taxation in accordance with facultv." It looks ·to me as if you want, on one page, u proportiOnal tax, 
and on the next page you want a progrt>ssive tax ?-No; the proportion is in the income--tax. 
Although there is a progressive income-tax, taking the system as a whole it is really proportional. 

You believe in a proportional income-tax !-Yes, provided it is not carried too far. It can be 
carried too far. 

Before the war we did not have a progressive tax !-We did, but it was not so accentuated. 
It was more of a flat rate, with lower rates on the smaller incomes !-Not exactly. About 1910, 

as far as I remember, we had the graduated tax introduced here, and at the same time in England. 
But it was only graduated up to a small amount; it was really a flat rate that affected the 

fair-sized income !--Well, it is a flat rate. now for a man with a fair-sized income. 
It was a very much lower figure !-Y ed ; about £1,600. · . 
When this steeply graduated tax came in, what was the idea behind it !-To get more revenue. 
Was the idea behind it that the man with the large income should pay more for each pound than 

the man with the small income 1-Ye•. 
Now, in company taxation, with shareholders in the company and the customers of the company, 

can you see any difference in the rate paid by the small shareholder and the rate paid by the big 
shareholder !-No. 

They all pay the same !-I disregard the shareholders altogether. 
You will admit that all the shareholders pay the same rate !-Yes. 
Would you admit that a large shareholder pays less than a small one-as far as the rate is 

concerned !-No. 
Let me put it this way : you will admit that the tax paid by the company is that paid by the 

shareholder or by the customer of the company !-Yes. 
If it is paid by the shareholders, all the shareholders are paying alike !-Yes. 
Now, aasuming that I am a man in business making £10,000 a year out of my busiuesa, and that 

I decide that 5s. 10d. in the pound is too much to pay. So I cut my business in half and put £5,000 
into, say, the Bank of New Zealand. Now, the effect of that is that on my investment in the Bank 
of New Zealand .J am paying only the same rate of tax as the smallest shareholder !-Yes ; but I 
propose to meet that by correcting the income·tax. 

But in addition to that I have reduced the tax from 5s. lOd. to 3s. 10d., so that by investing 
half my capital in the Bank of New Zealand I have saved 2s. in the pound, or £500 a year 1-Yes; 
but my suggested amendment would get over that. 

That would put me in the position that I, a man with a large income, would be saving £500 a 
year in tax !-Yes; but that would not be so if my suggested amendment were carried out. 

So that from the point of view of the shareholder the larger shareholder is in a better position 
than the smaller one, because be can get a safe return and save that amount in tax !-Yes. ' 

From the point of view of tbe customer, is it not true that a large customer can buy cheaper 
from a company than a. small one~because he buys in larger blocks !-I do not know the practice. 

Most people would admit that that is so !-Well, I find that I can go to compauies and, without 
their knowing who I am, I can buy goods at the same price from wholesale compauies as is paid by 
the Government. I know the prices paid by the Government. 

But the larger purchaser generally gets the lowest rate. Then we arrive at this conclusion : 
that the large shareholder in a, company pays no more than the smaller one, but gets ce1tain conces
sions that. the .small~>r one cannot get !-You cannot say he does not pay more: he will be paying 
more on hts pnvate Income. 

But the point I am trying to bring out is that the large shareholder in a company pays no more 
tax than the small shareholder, and by reason of his investment• in a company he saves tax on his 
income !-That is so. 

So that the larger shareholder is getting a greater benefit from his investment than the small 
shareholder ! -That is so. · 

Therefore there is no graduation in the tax on the company investment 1-0h, there is, when-
But as between the shareholders !-No. 
Is it not true that of the total income·tax you collect approximately 70 per cent. comes from 

compauies !-Yes, and it is tending to increase even more. . 
Therefore your graduated system-that was designed to make the large man pay a larger 

proportion on each pound than the small man-does not apply to 70 11er cent. of the total tax you 
collect 1-0h, yes, it does. 

You admit that as far as companies are concerned there is no spread of taxation as between share
holders, that the small and large shareholders are on the same basis in contributing 70 per cent. of the 
total tax you collect; therefore there is no spread in the taxation in connection with the 70 per cent. 
of the tax ~on collect !-Between the shareholders there is, of course, no spread, but there is between 
the comparues. 

So that the motive of this graduated tax as between individuals only applies to approximately 
30 per cent. 1-Yes. · 

. ~ow,.will you admit that even in the .30 per ce~t. there is very little spread because of the oppor
turuties given to the larger ~tall of saVIng taxa~wn. For example, take a man that is drawing 
£10,000 a year, £3,000 of which comes from farnung, £3,000 from •hares in companies and £4 000 
f':"m his own. personal income and investments : he is only graduated as a £4,000 man 1~£4,000 on 
h1s personal. meome, and, of course, his tax on his company income would bo whatever rate the 
company paid. 

But there he is paying no more than the smaller man 1-No. 
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That means that instead of paying 5s. !Od. in the pound on £10,000 he is only paying 38 • 2d. 
on £4,000, and so saving 2s. 6d. in the pound !-Yes, that is a difficulty I propose to get over. 

So that at the .!'resent time, in that 30 per cent. there is no graduation on per.onal incomes 1 
-They arc not availed of to the same extent as that. 

I think they are. Well now, the English system is practically based on the per.onal income 1 
-No, not now. Since the war r.ame on they have had to depart from that. 

In England the companies pay a standard rate, and they only pay that on their undivided 
profits, because the shareholder. adjwt with the Department 1-Yes. 
. . Now, the standard rate is not a maximum rate. At the present time it is 4s. 6d., but the 
mdJvJdual pays a super-tax on top of that of 6s.; so that the standard rate is somewhere about the 
average rate of payment !-Yes. 

So that a company in England only pays on its undivided profits an average rate 1-Yes · 
but it pays the corporation-tax in addition. When the strain of the war came on it paid excess: 
profits duty. 

That was a war-tax !-Yes. 
But the corporation-tax is a very small thing !-It is comparatively small, but it has caused a 

great deal of complaint. 
· To show you how small it is, whereas the corporation-tax of this country was 70 per cent. of 
your total income-tax collected, their income-tax was last year £280,000,000, super-tax £58,000,000, 
and corporation-tax £20h000,000. So that it was ouly about 5 per cent. of the total, whereas here 
it is 70 per cent. of the total. Now, you know the great objection that has been taken to tho 
corporation-tax in England although it is such a small tax. I will read you a few of the objections. 
After the corporation-tax was introduced, Sir Robert Horne, who was Chancellor of the Exchequer, 
is quoted in the London Weekly Times of the 5th April last year as saying that he strongly advocated 
the removal of that most unjustifiable tax, the corporation profits tax. In the Bankers' Magazine 
of May last Mr. Baldwin, who was Chancellor of the Exchequer at that time, is quoted as saying : 
"At the same time I feel that I must make some change in the corporations profits tax. Every one 
admits that this is not a good tax. Many think that it bear. exceptionally heavily on enterprise and 
industry. We cannot give it up entirely, but I propose to reduce it by one-half, reducing the rate 
from ls. to 6d. in respect of all profits arising after 30th June next." That is what the then 
Chancellor of the Exchequer said about the corporations profits tax, which only produced 5 per cent. 
of the total income-tax: what would he say about one that produce~ 70 per cent. 1-He would 
probably say the same, but I do not agree with him. 

Then, that same issue of the Bankers' Magazine, in an editorial, said: "The only small surprise 
in the Budget was really that contained in the immediate halving of the corporations profits tax. 
The unsoundness and inequity of that measure has, of conroe, been universally recognized, but it was 
feared that any relief would be deferred for another twelve months. As a matter of fact, however, 
the halving of the tax only comes into operation as from the end of June, which means that the loss 
to the Exchequer during the current year will be trifling, hence Mr. Baldwin's inability to make the 
remission at once. The great ad vantage, however, of his so doing lies in the fact that the general 
intent of the Government towards the impost is clearly revealed, so that its absolute remission 
within a reasonable space of time is now a foregone conclusion. That being so, we have at once the 
fact, which no doubt was the object of the Chancellor-namely, of business enterprise in joint-stock 
form receiving a further stimulus from the Budget statement. In fact, it was quite clear, both from 
the matter in the Budget and the manner of its delivery, that stimulus to industrial activity quite 
aR much as actual relief to the taxpayer was foremost in the minds of those who framed the Budget." 
You think, Mr. Clark, that that opinion is wrong 1-What else would you expect from that source ! 
It is an interested source. 

It is the Bankers' Magazine !-Yes. It refer. to the stimulus of corporate industry: why 
should there not be some stimulus to private industry 1 

But there are many things that cannot be done by private enterprise--things that need a large 
amount of capital!-Why should you handicap private enterprise while encouraging the development 
of corporate enterprise 1 . . · . . 

I am ju.•t putting before you the op1~10ns of S1~ ~obert Horne a~d 1\Ir. Baldwm on the very 
small corporations profits tax compared With your opnuon on a very big one 1-Yes. 

Have you read the report of the Commonwealth Comm_ission on A~tralian taxation, of t~vo 
years ago ! On page 82 of their ~econd report they dealt With the ,taxatiOn of comparues profits 
without adjustment and the exclusiOn of dividencls from shareholders returns !-Yes. 

That is the same system as we have !-Yes. . . . . . 
That Commission was unanimous on very few things, but on this pomt they did reach a unammous 

finding. They say th!s: "'l'here is ~o need ~o travtrse t~e ar~ume~t.• advanced in support. of the 
method under discussiOn beyond saymg that 1ts comparative simpliCity and greater productiveness 
are purchased at the cost of so great a degree of inequity that we have no hesitation in unanimously 
deciding that it is a method that cannot be recommended for inclusion in a system of taxation 
which it is intended should rest upon ' a sound and equitable basis.' " You do not agree with that !-
Neither does the Commonwealth Government. . . . 

. Well, the Commonwealth Government bas adopted tt !-No; they are o~ly chargmg 2s. 6d. m 
the pound. They are charging Is. in the pound on total profits, and the divtdends are assessed to 
the shareholders. . 

When did that come in !-Last year. The charge Is Is. under the Federal Government and 
- rates under the State Governments. The maximum fixed by the Federal Government is 

varwus h h h · h h · 2s. 6d. in the pound, and the States have the right to c arge w atever rate t ey wts on t e comparues, 
and the dividends are assessed in addition. 

6-B. 5. · 



B.-5. 42 (D. G. CLARK. 

In Victoria it is ls. !-Yes; and in Queensland it runs up to about 3s. 9d. 
But that is only where the percentage is very large !-It strikes a good many companies. 

Then, the individual taxation under the Commonwealth law alone runs up to S"s. 9d. I will give 
you a comparison of those rates with ours-that is, without the State tax .. 

My point is not in connection with individual taxation: you are gettmg the greater part of 
your tax from companies !-Yes. 

Now, I have here one of your returns, that for 1921-22, which shows that the total ass:ssable 
income from companies was £12,722,000, and that the tax was £4,515,000 : that assessable mcome 
of companies was all their income !-Less whatever deductions there were-of 5 per cent. 

So that the assessable income was the whole of their income !-Yes. 
That income was the property of the people who had invested in the companies !-No. 
Whose property was it !-It was the property of the company. The shareholder only has the right 

to participate in profits and assets when liquidated. 
The company is the property of the shareholder !-No. The holding of shares in a company 

merely gives the shareholder the right to participate in the profits of the company, and in the assets 
in the event of liquidation. 

Well, a company is owned by its shareholders, and the shareholders can do what they like with 
the company, or, rather, a majority of them can !-Yes. 

At any rate, the whole of that £12,000,000-odd was assessable for income-tax !-Yes. 
In addition to that the total income assessable for tax was £38,438,000, and if you deduct the 

£12,000,000-odd you would leave £25,623,000 !-Yes. 
But that did not represent the whole of the returns of those persons, because the exemptions were 

deducted !-Yes. 
And all the small incomes that had not any taxable balances were excluded !-Yes. 
Can you give us any idea of the proportion that you excluded !-You will get an idea from the 

Ia ter report. '"\ 
Could you give us roughly an idea ! I think you told us it was about half-and-half. It would 

be well if we could have the total amount that was not assessable-that is, the exemptions plus the 
exclusions. The total returns would be made to you when you would throw out all those that had 
no assessable income at all !-We never had any information about that until we got out this return. 

So that this taxable balance is less than the exemptions !-Yes. 
But with the companies there are no exemptions !-No; but then those individual taxpayers 

pay heavy unidentified taxation. 
But I mean to say that, after all, that £25,000,000 of assessable income was the property of 

individuals who had various sources of investment, and that £12,000,000 was equally the property 
of another lot of individuals 1-That is where we differ_ You are wanting the companies to blow 
hot and cold. For the purpose of trade they want the privilege of corporate trading. 

If these things were in England, except for the small corporations-tax, there would be no difference 
between the £12,000,000 tax and the £25,000,000 !-Yes ; but I do not agree with that. 

That £12,000,000 from companies would have the same exemptions as individuals in England !
No; there are variations. There are only certain persons getting exemptions. 

But if I am returning my income-tax at Home I include dividends !-If you are returning for 
super-tax, yes. 

I include dividends, and if I have not got enough to be taxed I am not taxed !-That is so. 
The dividends are no different to any other investment !-That is so. 
But here there is no exemption on this £12,000,000, and there is an exemption of approximately 

half on the personal incomes !-Yes; but what about the income of corporations that is not divided 
in England! 

In England the undivided profits pay about the average tax of the whole community-about 
1s. in the pound corporation-tax, and that is small !-There is a good deal escaping taxation there. 

Iu England that £12,000,000 would be treated the same as personal incomes. Here you only tax 
half the personal incomes, the other half comes in for exclusions !-Yes. 

So that you really had returns of approximately £50,000,000 from personal returns and £12 000 000 
from companies !-That is so. ' ' 

That £50,000,0~0 from personal ~eturns pa~d in tax £1,750,000, or about 8d. in the pound, 
whereas the compames ~12,000,?<JO J?a1d 7s. 1d. m the pound!-Yes, they have the larger incomes. 

What I want to bnng out 1s this: that the effect of the New Zealand system is that on the 
personal incomes there is an average tax of 8d. in the pound, while on companies there is an average 
tax of 7s_ 1d., and on the English system ~hey. would !"~ be alike, except for the corporation-tax 1-
Yes, and the super-tax. They have to bnng m proVIsions to prevent evasions. 

But the companies do not pay super-tax in England !-They do under certain circun1stances 
They ~a;ve had to bring in provisions to that effeo~ .. If there is a certain profit undivided, th; 
Comnuss10ner of Inland Revenue can assess the undtvtded profits as if they were distributed and 
charge super-tax on them. 

That is only where a company has held up its profits !-Yes; they had to do the same in 
Australia. 

But th? ordinary comm~rcial company paying •teady dividends pays no super-tax !-That is 
so. There IS some tax escapmg. 

The point I wanted to show is that under the New Zealand system comparu'es ·1 0 7 1d · th d hi! 1 · d . no mea pay . s. . m e poun , w. e persona mcomes pay 8 .. m the pound, whereas in England the are 
almost on the same bas1s 1- Yes, because the htgher mcomes are held bv the com · dy th 
I b th · a· ·a 1 , parues an e ower ones y e tn ~Vl ua s, ' 
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We have got to this point: that your graduated. tax designed to make the person with the 
larger income pay a larger proportion of tax on each £1 than the person with the amaller income is 
quite inoperative as far as 70 per cent. of the tax collected is concerned !-No; I am applying it to 
persons. . 

But companies are individuals !-No. To work according to your system we could not carry it 
on for any length of time, because almost any concern would be turned into a company, and tiJCy arc 
finding that out in other countries. They have been chopping and changing in England ever sinco 
the war started. In Australia and in America they have been trying to change. Wo have been 
able to carry on during the war withc.ut any change of taxation at all in this respect. Your 
argnrnents about tax are really against the weight of tax. 

I am not arguing in any way at all. What I am trying to do is to bring out the points of 
difference. I want to bring out the difference between your opinion and the views held by the 
authorities I have quoted, and the difference between the results obtained by the English system anti 
by our system. You admit that as far as individuals are concerned-leaving companies out-and, 
after all, it seems to me that the legislation of the country is for the benefit of the population-there 
is no spread of the tax between individuals on 70 per cent. of the amount that you collect !-No. 
I think you are stressing that too far. I would not care to commit myself to tlmt. 

Can you point out where there is any difference !-No, not just now. 
You further admit that it is correct-and it is correct-that under the New Zealand system the 

tax collected from companies in the year before last came to 7s. Id. in the pound of their total 
income returned, whereas the tax on the total income returned from individuals was 8d. in the 
pound !-Yes. 

And that in England, on the other hand, except for the small corporation-tax, it would have been 
the same !-Yes. 

You quoted Professor Seligman as saying that tax could not be shifted 1-0h, no, no-a general 
income-tax on net profits. 

Professor Seligman's is a pre-war book, written before this steeply graduated system came into 
force, is it not !-Yes; but that docs not alter the principles. 

And it did not apply to companies !-Here is a later writer's that does. I have before me an 
article in the Quarterly Journal of Economics, by Professor Adams, of Yale University, on "Federal 
Income-tax in America." He says hue in one part: "Business competes with business, not 
owners with owners. The partnership and the corporation to a certain extent derive similar advantages 
from the Government and are the source of similar expenses to the Government. So long as the 
business world is split into many political jurisdictions and business men continue to live in one 
jurisdiction and own property or conduct business in other jurisdictions, so long will there continue 
to be taxes on business and business entities-meaning by business, productive capacity." Then 
he goes on to say: "All this means in a practical sense that if the income-tax is to be maintained 
as our principal tax on business it should follow in a general way the structure of the tax which we 
now have. Corporations cannot be exempted and the tax confined to stockholders. Some form of 
a proportional or degreasive normal tax must be retained. Many plans have been devised in recent 
months whereby the corporation might be wholly exempted from the income-tax, the distributed 
income being taxed in the ordinary way to the stockholders. All this is logical enough as regards 
that part of the corporation income-tax which may be properly regarded as the equivalent of the 
surtaxes on saved income paid by individuals and in effect by partnerships. But it does not bear 
critical examination, and it would not br.ar the test of experience, if applied to the burden or charge 
represented by the normal tax. It would split, if for no other reason, on tho question of taxing the 
share of the profits assignable to the non-resident stockholders." 

I do not see that that is much to the point !-He goes on to say: " Many solutions arc proposed. 
(1.) A flat corporation surtax of 5 or 6 per cent., such as has been adopted in Great Britain. (2.) A flat 
corporation rate, normal and surtax, of 20 or 25 per cent., the stockholder to include all dividends in 
income and thereafter take a full credit (dollar for dollar against his tax) of the 20 or 25 per cent. tax 
which has been paid for him by the corporation. (3.) A flat or proportional tax on the undistributed 
profits of corporations with explicit authorizati?n ?f the many forms of 'constructive dividends' by 
which corporations have been able lawfully to distnbute profits but actually hold the funds for reason
able use in the business. . . . All these solutions are marked by very grave defects." 

I do not think that that is very much to the point !-Yes. There is the view of a person who has 
been considering the matter. He says that every one of these solutions is marked by a defect. There 
are defects in the whole lot. 

Supposing I come to you as a compa~y-.p,rom_o~r and pu~ before you a compa~y t.hat I wa~t you 
to put your savings into. Supposing I sa1d, This 1~ a good mdus~ry that I am gomg mto. Will you 
put your money into it 1 " You wo~d say to l;lle,. . The a~erage u~comc t~at ?omeli from companteH 
pays ten and a half times the average mcome of mdJVJduals. That IS what It did the year before la.<t. 
You would say, " Can you show me that yo~. can pa.y that tax and still earn as mu?h as I can get 
outside, where I do not have to pay the tax 1 . And 1f I cannot. show you that you Will not put your 
money into the company, will you !-I agree With :y:ou; the tax JS ~o heavy al! round. 

That shows that I have got to pass it on, and 1f I do not pass Jt on you Will not put your money 
in !-This writer has something to say about passing on, ~o. . 

But I think that none of these people that have wntten have had any expenence of the New 
Zealand graduated tax !-They had a heavy graduated tax in the States. The corporat,ion and excess-
profits duty ran up to a graduation of 60 per cent. of the net mcome. . . . 

But that exceas-profits tax has ended now !-There has been substituted for Jt a graduated 
corporation-tax. 
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But the corporation-tax is nothing like it !-They had experience of it for several years. It WII.S 

on the companies. The corporation-tax and excess-profits tax ran up to 65 per cent. of the net 
income. They had experience of it. 

But they have wiped it out 1-Part.Jy. 
That excess-profits tax has been wiped out everywhere 1-Yes. It was a war me~~.Sure. 

(TI1e Commission adjourned for lunch at 12.30 p.m. and resumed at 2.15 p.m.) 

Mr. Hunt.] You were contending, lllr. Clark, that a company i• tl1e same as an individual, but 
is there not this difference: Supposing I am an individual with an income of £10,000 a year, and I 
object to the tax that I am paying in one direction: I must put my capital into some other 
investment, must I not 1-If you can. 

I must invest in the countrv or else I nm•t look for some out,ide country where the tax is less, and 
as the taxes on individuals are 'pretty high everywhere I would have a difficulty in finding an outside 
rountry that was fit to live in where I could invest my money. But a company is different from an 
individual, because it can break up and return its capital to its original investors, or, in t.he case of a 
new undertaking being considered, the company need never be formed. The company need not 
continue to exist. That is so, is it not 1-It would have some difficulty in disposing of its assets. It 
would have the same difficulty as the private trader. You have not complete mobility of capital, as 
a matter of fact. 

But if the company can dispose of its assets it can break up 1-Yes, if it can dispose of its assets. 
Now we come to the "passing on " point. I argue that tax can be passed on, and you argue that 

it cannot be 1-Not t<> any great extent normally. _ 
Supposing that a company has to pay the heavy tax that it pays nmv, which is 5s. !Od. in the 

pound. It is obvious that the tax must come from somewhere. It must come out of the profits the 
company would have, or else it must be passed on to its customers. It must be one or the other 1-
Yes. 

Your contention is that it comes out of the profits that the company would have 1-My contention 
is that the indications are to that effect. 

Therefore the company's profits are reduced by the amount of the tax 1-Yes. 
Now, as companies are only aggregations of individuals, and as individuals need not put their 

money into companies or leave it in companies unless they like, is it not obvious that if the tax is going 
to materially reduce the profits-to reduce them below a point that the investors think profitable
there will be a gradual shifting of capital into other investments which are not taxed so highly 1-If 
they can do so. 

And companies will not be formed to enter into a particular enterprise if investors think the profit 
is not sufficient to pay the tax and leave a margin as well !-That would be so. 

Then, with the gradual shifting of capital it follows that in the industries that must be run by 
companies the competition will become less and less gradually 1-Ycs. 

As the competition grows less and less it will enable those companies that remain to widen their 
margin of profit. ?-That would be the effect of high taxation, if there is a non-taxable investment to 
shift to. 

Assuming that is the case, even if companies cannot now" pass it on," which I think they can, 
ultimately they would be passing it on through the operation of the shifting of capital and the 
lessening of competition 1-Yes, that is the way they would pass it on if the tax remained high and 
there was a tax-free investment available. I have stated that already with regard to the tax-free 
war-loan stock. 

As ~uch a large proporti?n. of the capital in companies is provided by small people they have 
tax-fre~ mvestments. All t.heu mvestments, or almost all, are tax-free, except companies. If I am a 
man With £5,000 to invest, that is tax-free if I lend it on mortgage. If I put it into a business or into 
a farm, as far as income-tax is concerned I am practically free 1-Yes, if you have no other income. 
It is only the incomes below a certain minimum that are exempt from tax. All income from whatever 
source above a certain minimum is liable to tax . 

. Even when the tax is put on· by way of a new tax, like it is now, ultimately by that shlftirtg of 
capital away .from those tax~d investments ~he competition will be lessened until they can pass it 
on 1-That Will be the effect If that state of things continues. 

The continuation of the present system will ultimately mean--1-No-a continuation of the 
present rates, not the present system. 

We!!, the ~resent rates-will ultimately mean a shifting of capital untif the customers of those 
compames pay It 1--When I say the present rates I mean the late rates, because I am doubtful if the 
other advantages of company-formation would not outweigh the slightly lesser return to shareholders. 

Y?u would not call 33! per cent. on capital a slightly less return, would vou 1 It is very nearly 
one-third 1-I do not follow you. · 

~ive shillings and ten pence and ~wo-fifths in the pound is almost a third, is it not 1 Six shillin!,"' 
and e1ght~ence would be exactly_ a third 1--;Bu~ all companies are not paying that. 

Pract:IcaJJy ~lllarge co~pames are paymg 1t 1-If they are making the profits, yes. 
Another pomt. What Is t~e reason why a small company should pay a lesser tax than a .big 

one !-_Because It has a s~aller mcome. It only pays it if it has a smaller income than the big one. 
Is 1t not ~ fact that. 1f you were to take the average holding in small companies-small companies 

ahre mostly pnvate co!''P~mes_-you would find that the average holding in small companies is biager 
t an the average holdmg m b1g companies !-Probably it would be. "' 

So that the smaller companies are another source of shelter for the man with large wealth 1-My 
suggested amendment would meet that sort of case. · 

At the present time it is so ?-Yes, v.;thout that modification. 
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How would that system of yours work? We will suppose, for example, that a mun 11ith £10,000 
a year, or, say, with £6,000 a year, is drawing half of that from compunil's that art• pnying the 
maximum tax and half of it from other sources. In the meantime he is only tnxed ut t.Jw rut<- fixed for 
£3,000 a year, which is 2s. 6d. ; he is not taxed at the rate fixed for £6,000 a year, which is 4s. 6d. 1-
It would have to be adjusted by aggregating the two sources for fixing- the r~tc and :..~ving erl'dit for 
the; tax paid by the company, so that the balanee would pay the maximum rat<J. 

The £3,000 that he got from the company would have paid lis. !Od. in the pound ?-Yes. 
( Would you credit him with oo. !Od.!-On that part, yes. 

The rate on £3,000 would be only 2s. 6d., and on £6,000 4s. 6d.; so he would lmv<• nothing mnr" 
to pay, would he ?-Ob, yes. His total income is £10,000. 

No; £6,000. He is drawing £3,000 from taxable sources and £3,000 from a big com puny that. is 
already payinj! lis. !Od.!--I misunderstood. He would have nothing more to pay in tlmt. ""'"· If his 
income were £10,000 he would have to pay the difference between what Ill' had paid on his private 
income and the maximum rate. 

lllr. West<>n.J It would not be fair to give !tim a rebate. Supposing that on his company taxation 
he had not paid 4s. 6d. iu the pound, he ought to make it up; but he ought not to be given a rebate 
if he has paid at the rate of lis. !Od. ?-No. It would have to be drawn so"'' to make his income from 
outside the company pay at the rate applicable to the total of his income. That is what I was driving 
at. 

Mr. Hunt.] Suppose a man has £6,000 a year. £3,000 i• drawn from a company that is 
paying the maximum tax at the rate of 5s. lOd., £3,000 is drawn from tuxub],. sources, and 
the rate on £3,000 is 2s. 6d. The average rate that his whole income has pair! is half-way 
between the two rates--that is, 3s. 8d.?-Ycs. I see your point. We have to work the section so us 
to make that £3,000 pay at the rate aJ>plicable to £6,000. That is my intention. 

Which £3,000 ?-The £3,000 derived from outside the company. 
Would not you set off the extra rate that his other £3,000 would pay !-No, I woulclnot. 
Mr. Shirtcliffe.] You would ignore the company rate altogether ?-Yes. 
Mr. Hunt.] That means that he is going to be taxed worse than ever !-That man would be 

taxed worse than he is now, certainly. 
Mr. Begg.] That income would be taxed twice, partly, would it not ?-No. His company 

income would remain at the lis. !Od. rate. His other income would be IIS!'ei!Scd at the £6,000 rat<•. 
The Chairman.] On £3,000 ?-Yes. 
He would not pay double taxation !-No. 
Mr. H·unt.] There would be double taxation. Your contention is that the company is not able 

to pass it on, and if your contention that it cannot be passed on is correct, then his investment in the 
company is paying lis. lOd. ?-Yes. 

And his £3,000 from outside sources is paying 2s. 6d. You arc going to charge him on his out
side £3,000 at the £6,000 rate ?-Yes. 

Which is 4s. 6d. ?-Yes. 
So, in effect, he will have paid at the £6,000 rate on £3,000, and at the £10,000 rate on the oth<'f 

£3,000 ?-Yes. 
And he cannot pass it on, so that he is paying the whole of it ?-Yes. 
You are going to make it worse than ever for him ?-Worse for him than it is at present, yes. 
Companies are being destroyed as it is. That will destroy them so much more. Small investors 

are getting out of companies now because they can get better investments, and this will mean that 
the big investors will get out too, and that will be the end of it ?-I am throwing that suggestion out 
to meet the difficulty which, it seems to me, has been raised by yourself as to the larg<• shareholder 
who escapes taxation. · 

You are going to penalize the large shareholder because he investa in a company !-I do not 
know that he is penalized. He is prevented from evading a maximum rate by dividing his income 
into separate Iota. 

No. It would be a fair thing in that case if you took him as a £6,000 man and credited him 
with the over-amount he paid on his company taxation ?-That would be ignoring the company 
altogether, and you could not afford to do that. No country can afford at the present time to ignore 
the company as a taxation entity. 

England does ?-No. 
Well she taxes to such a small amount that it hardly counta !-Well, what is all the complaint 

in Engla~d about the high taxation for ? The complaint there is more bitter than it is here. 
The Legislature in England thinks that the first thing to do to relieve industry is to take any 

extra burden off the company ?-Then why all the complaint 1 
They complain about the high tax all along, and they_ arc. c?m~laining in England that the total 

tax must be reduced because it is too high ?-Because 1t IS k1lhng mdustry. 
Because it is killing industry; but the tax that kills industry worst of all is an cxeei!Sivc tax put 

on companies ?-That is if the bulk of the industries are carried on by companies, of course, it will 
have a more serious eff~ct ; but it will have the same effect on enterprise that is carried on by 
private individuals. 

But there is so much industry that you could not carry on at all unless it was done by a 
company ?-It could be carried on by partnerships. 

No ?-Why not? 
For this reason : a large industry must have continuity of life. A partnership means that w],.,n 

a partner dies his asseta have got to go out ?-Not necessarily. Not now. It used to be so. 
Very few trustees care to carry on a partnership ?-It depends on whether the business is good 

enough or not. · 
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Death duties are so heavy, and those have got to come out of the partnership capital ?-Yes. 
Those are the advantages that a company has that are some compensation for the high taxes that 
are paid. Those are some of the advantages t~at the company obtains from its formation, and !t only 
obtains them as a company, as a separate entity, apart from the shareholders. Why should It seek 
to evade the liabilities of company-formation 1 

The liabilities of company-formation are only liabilities created in New Zealand. They are not 
created elsewhere ?-They are created elsewhere. They are tending that way now. 

It is not so in England ?-Yes. The corporation-tax is an entirely new tax.· · 
But the tendency is to wipe that out ?-They will not be able to presently. They will have to 

come back to it. 
They have reduced it £10,000,000 ?-They have reduced it, but they will have to come back to 

it. 
That is quite contrary to the opinion of the last Chancellor of the Exchequer 1-It may be, but 

it will not be the opinion of the future Chancellor of the Exchequer. Australia had to modify its 
company taxation this last year. 

Mr. Weston.] You mentioned just now-Mr. Hunt used the words-<Jontinuity of existence as 
being one of the great advantages of a company ?-Yes. 

Would you say that there is an unearned increment in a company's business in just the same 
way as there is an unearned increment in land-that is to say, the growth of a district or a town or 
a country confers an additional value on a business which has a continuous life 1-I would not be 
prepared to say that. 

Would you not regard the goodwill of a business as in the nature of an unearned increment 1 
-Yes. That will apply to a private business as well as a company. 

Would not the goodwill of a company be greater owing to the fact of its continuous existence ?
It probably would, but I would not like to say definitely. I think it might. That is as far as I 
would care to go. 

So that, as it were, there is a greater resiliency in a company's business to withstand excessive 
taxation ?-Yes. 

With regard to the popularity of companies, you as Registrar have all the companies under 
your control now : would you say that companies are becoming less popular in New Zealand ?
No ; rather more popular, I think. The number of registrations is increasing. 

With regard to passing it on, income-tax is either on personal exertion or on capital, is it not 1 
-Or on income from capital. 

Or the use of capital1-Yes. 
As regards personal exertion, I presume that a man always tries to get as much as he can ?

Yes. 
So that if you put a tax on his earnings it would be difficult for him to get more than he was 

getting at the time the tax was put on: that is so as a general rule !-Yes. 
In isolated cases, as, for instance, men of great brilliancy in a profession, they might be able to 

increase their charges slightly to meet the increased income-tax !-If they could do that they could 
do it whether there was a tax or not . 

. There might be some reserve for them more than there is in the case of the bread-and-butter 
man. You see, the ordinary man pretty well gets the fnll value of his work, while the very brilliant 
man may have a reserve !-You are talking of the man in employment! 

No, in business or a profession 1-Yes. 
With regard to the use of capital, the return you get from capital tends, so far as interest is 

concerned, to be the same in every industry !-Yes. 
The difference in the rates upon capital invested in different indUstries really is due to the 

allowance for risk-insurance against risk !-Yes . 
. Th~ question whether capital can pass on a tax upon its use will depend upon the amount of 

capital m the country and the demand for it !-And whether it can shift to avoid the tax. 
The question of taxation, per se, would not be a factor. What return you can get for capital 

depends upon the law of supply and demand-the amount of capital available for investment ~-
That fixes the rate of interest. · 

And the question of the taxation upon the profitable use of it is not a factor !-If all capital is 
equally taxed. 
. Just so. For instance, as an example, in England at the present time there is an increase in the 
mterest payable on long-term loans !-Yes. 

For Government and municipal securities !-Yes. 
There will ~'"? bably be a rise, I understand, of from 1! to 2 per cent. On the other hand for 

short-term securities last year the rate was never lower. I am speaking of London ~-1 did t kn' 
~ . 00 -

I~ w~ under 2 per cent. Towards the end it ran up to 2! per cent. With regard to En !ish 
ta:o:atio_n, m England the ~mpany has to find the standard rate !-It pays tax at the normal ~ate 
which l8 at present 4s. ~- m the pound on the whole of its profits. ' 

Not only on the diVldends, but also on its undivided profits !-Yes includin rta" interest 
on fixed !oans, and in paying out the divi~ends it deducts the tax from the reci ie!ts~ m 

But 1t finds the cash to pay the taxation !-Yes. p 
In_ addition to that it pays its company-tax of 6d. in the pound ~-6d · th d b 

exceeding Is. on the undivided profits. · · m e poun , ut not 
So that practically, if it pays ls. on the undivided profits it would have to fi d 5s 6d T ki 

an average, would you say that the companies are finding 5s. 'in the pound on all ~rofits !_:_It !o~f 
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not be possible to say that. It depends on the _proportion between the amount paid and the amount 
retained. 

At all events, the company is finding something over 4s. 6d. in the pound on the profits 1-Yt•s. 
Supposing that you were to let companies off altogether and assess simply on the individual would 

yon be able to get the income with the present rates 1-0h, no. That stands to reason. Yo'u have 
a certain amount of income assessed at present. H you are going to let a certain proportion of that 
income off altogether-! am talking now of the taxable balance-or be assessed at a reduced rutt• 
you must asses& the balance at a higher rate to get the requisite revenue. ' 

The Chairman.] What rate would you require to impose ?-We would require to impose at least 
as high a rate as is imposed in England or Australia-probably a higher ratt•, because they nrc older 
and more highly developed countries, and they have a larger proportion of individuals obtainin!( 
good incomes from investments than we have here. 

Mr. Weston.] Probably the rate would be nearly doubled on incomes between £500 and £2,000 1 
That rate would be practically double what it is at present ?-Quite double, I should think. 

You have tested that, have you not 1-We tested it some years back. 
What do you anticipate from your suggested scheme of taxation 1 Wl1at reductions would you 

be able to make in the present rates 1-I think we would come to a maximum of 4s. 6d. quite easily. 
It means that companies would pay a maximum of 4s. 6d. 1-Yes. 
Which is the rate that the companies are now finding in Great Britain 1-0n their undivided 

profits. 
And how would that 4s. 6d. compare with New South Wales, for instance, in company taxation 1 

-The New South Wales rate is about 2s. or 2s. 6d., I think, Federal and State; and then in 
addition tbe dividends are assessed in the hands of the shareholders. 

The Chairman.] Dividends are only assessed in the hands of the shareholders for Commonwealth 
taxation, not by the State 1-No, not by the Stat<!, just for Commonwealth taxation. I l1ad a com
parison of the New Zealand and New South Wales rates up to £4,000 of income from property. It 
showed that where ours was about £750, the New South Wales tax was over £1,100. There is a 
difference of about £400 at £4,000 income. The Australian rates were set out in one of the Sydney 
papers when showing the effects of the latest amendments in the Federal Act. I can give that to you 
-a comparison of the rates. 

Mr. Weston.] Do you think that the rates as they existed two years ago had got to a height that 
was beyond safety in taxation 1-Yes, I think so. 

They had got too high ?-I think so. 
So that in the interests of the Dominion it was absolutely necessary to get them down ?-Yes. 
Even if you get them down to 4s. 6d., is there any reserve of taxation for a sudden emergency 1-

I think our income-tax has shown itself to be wonderfully elastic. An estimate of the maximum that 
could be raised in England in income-tax before the war I saw stated at £90,000,000. As a matter of 
fact, the combined income-taxes went up to over £400,000,000-in the region of £500,000,000. Ours 
went up to £8,000,000-odd. 

There was an absolutely unnatural business activity-an abnormal business activity !-Yes. 
Due to the expenditure of huge sums of borrowed money by the State ?-That was so. 
But in normal time do you consider that a maximum of 4s. 6d. leaves much reserve ?-·If we could 

increase it in normal times ? No; I think our object should be to get lower than that as soon as ever 
we can. When we had the two taxes in 1917 the maximum of our ordinary income-tax was 3s. in the 
pound. The war-tax was assessed on the same graduation, with an addition, making it 4s. 6d. The 
idea was that as soon as possible we should drop the war-tax and come back to a maximum income-tax 
of 3s. in the pound. . 

Take the case of a man at the present time who is subject to heavy taxation, and who invest.• in 
4!-per-cent. tax-free bonds. 'l'he advantage of those bonds being free from taxation is paid for by the 
man investing in them in the price he gives for them 1-Yes, I suppose so. 

He says, " I prefer 4!-per-cent. bonds free of taxation to a 6!-per-oent. mortgage" 1-Yes. 
Mr. ShirtCliffe.]. That depends on the price he pays for them. 
Mr. We.•ttm.] It is allowed for in the market price 1-Yes. 
And it is the same with the price of companies' shares : it is allowed for in the market price 1-Yes. 
So that although nominally he appears to be escaping taxation really that man is not 1-Not if he 

comes to sell. 
The argument that taxation cannot be passed on depends upon the same taxation being placed 

on every branch of industry 1-Yes. 
And under our present system of taxation, ii_!Cluding that of co~panies, th? taxation is on every 

branch of industry ?-Yes-well, with the exceptiOn at the present time of the mcome from land and 
the income from debentures. 

Mr. Shirtcliffe.] I would like to g?t your ~ews, Mr. ~lark. There seems. ~o be some diversity of 
opinion as to the principle involved m treatmg compames as separate entitles for the purpose of 
taxation. There seems to be two schools of thought, one that the compa~es should not be taxed as 
separate profit-earning units but that the component parts of the compames, the shareholders, should 
bear the tax · the other school of thought takes the opposite view, that the com panics themselves 
should pay th~ tax. I want to ask you if you agree with some of the advantages that individuals have 
when they invest their money in companies. I a_m ta~ing these. questions from the Tu~ation 
Committee's report. When an individual is engaged m busmess on his own account he enters mto a 
liability that may exhaust the whole of his reso~rc~s i~ _the_ ev_en~ of disaster 1-Yes. . . 

But when he invests money in a company his liability IS lim> ted to the amount of hiS commitment 
in tho company, and his private estate is left uuiujured 1-Yes, 
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That is one particular advantage which the shareholders in a company have ?-Yes. 
Then, if a man is in business on his own account it is very rlifficult for him probably to get out of 

that business at short notice if he wishes to ?-Yes. 
On the other hand, if he is a shareholder in a company which is at all prosperous he has no 

difficulty in parting with his shares: you agree that that is another advantage ?-Yes. 
There is a further advantage which companies have over an individual trader: it is much easier 

for a company to finance than it is for a private trader ?-Yes. 
A company can finance by offering debentures over their assets, but that way is not open to the 

private trader. Then, the private trader has to provide for death and succession duties, hut com
panies do not have to do that ?-That is so. 

Apart from any other consideration the private tradn is at a great disadvantage in competition 
with companies O\\~ng to the aggregation of capital in a company giving it such financial strength that 
it can operate more economically than the private individual can?-Yes, it has the advantage of large
scale operations. 

Then, of course, a company presumably, in the ordinary course of things, never dies. It has a 
continuity of existence, which, as Mr. Weston was implying, gives it a goodwill that cannot attach to 
the busine.•s of a private trader. So that all those advantages are something very valuable that the 
investor in a company gets as compared with the individual trader ?-Yes. 

I gather from your report that you do agree that as a matter of principle and as a matter df 
eqnity in relation to private traders companies as profit-earning units should be treated as separate 
entities for the purpose of taxation ?-Yes. 

In thinking the matter over this morning it seemed to me that to shift the incidence of taxation 
from companies to shareholders might press very hardly upon individuals. Take this example, which 
is a qnite possible one : Take 200 shareholders each with £100 capital. Any one of them can do nothing 
worth while with his £100, but by mobilizing that capital they have got a capital of £20,000, making a 
profit of £5,000. Under the present system the company would be taxed on £5,000 ?-Yes. 

And, according to your view, rightly so ?-Yes. 
But if a company were relieved from taxation, and it was shifted to the individuals, then the 

whole of those 200 shareholders-presuming that they have no other income of any consequence
would escape !-Yes. 

And your Department would lose £1,000, roughly, of income-tax that has accrued from a profit 
actually earned ?-Yes. 

Have you any view as to the principal effect of shifting the tax from companies to shareholders 
on individual investments, bearing in mind that ever sinc.e there has been an income-tax investments 
have been made in companies with the knowledge that the companies have to pay the taxation, and 
that their dividends are consequently tax-free: have you any idea of what the effect would be ?-I 
have not considered that. You mean as regards the value of shareholders' investments? 

Yes !-I do not know. If the company did not make sufficient profit to make up the tax that 
would be assessed to the shareholders their share-holding would be depreciated considerably. 

At any rate, there would be considerable dislocation in the value of shares ?-Yes. 
If the contention-that I do not agree with-that income-tax is passed on, then the converse 

should be true, that if the income-tax is taken off, profits should remain about the same !-Yes. 
Therefore dividends could not be increa.•ed--
Mr. Hunt.] Yes, they would be increased. You say the tax is not passed on. 

· Mr. Shirtcliffe.] I am taking your view, Mr. Hunt, that if the tax is pa•sed on, which I do not agree 
with, then the converse of that should be true, and if the income-tax is taken off the companies, and 
profits will be no greater because you have no income-tax to pass on, therefore you would do your 
business on a smaller margin of profit. Then you would have no larger dividends to declare ?
(Witness) I do not know that that i.• so. There is a modification of that. 

But, broadly speaking, my contention is correct, that taking the view that income-tax is passed 
on, then if no income-tax is to be passed on, therefore in all probability the dividends to •hareholders 
would he no greater ?-Probably not. May I refer to gas companies: the dividends of gus companies 
in Australia were less than the dividends from gas companies here during the period 1914-1923 though 
the taxation was less on the companies there. ' 

If that _were s?, if t~~t theory is correct, then_ investo.rs would b~ at a dist!nct disa,lvantage as 
compared With thmr posttlon to-day ?-We had an 1llustratwn of that m connection with the amend
ment to the Land and Income Tax Act, 1917, when certain directors of companies that were trading 
with farmers came to the Government and asked to have their business premises exempted from the 
provisio_n of _joint holding that enables 118 to asse~s the share of the shareholder in a company's land 
along ":1th his own, because they wanted more capt~a.l, and they found that none of their larger clients 
would mvest by reason of the fact that the addit.wn of the company's share to their other land 
increased the graduated land-tax by so much. That argument would apply to income-tax. That is 
an actual illustration we have had of the effect. Then, you were a member of the Committee when 
Mr. Phil. Nathan, in giving evidence, stated that he had tried to get a friend in Australia to invest 
£40,000 in a company, but this friend would not do so because the return from the company adder! to 
his other income would so much increase his income-tax. 

Mr. Begg.] He was looking for cover to escape the tax ?-Yes. 
Mr. Shirtcliffe.] Then, we have got as a possible effect of individual investments in companies 

the probabilities are that investments would be depreciated ?-Yes. ' 
What would_be the e~ect upon the general body of taxpayers ?-They would have to find more 

tax. I do not thmk there 1s any escape from that. 
The money has got to be raised !-Yes, 
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~ow, from what we he~rd this morning one would imagine that companies were being forced out 
?f existence,.and that there.Is a general reluctance on the part of business people to form their businesses 
mto compames. Now, cunously enough, I have a return here showing the re!!istrations of companies 
for the past few years and the new companies registered in each year. I~ 1918 there were 200 
registered, with a capital of £3,055,000; in 1919 328, with a capital of £5,942,000 · in 1920 501 with a 
capital of £9,562,000; in 1921 (number not given), with a capital of £3,498,000 ;'in 1922 417,' with a 
capital ?f £13!125,00?. Now, of those registrations no Jess than 1,307 of the companies were private 
compa~es, With capital rang~ng from under £1,000 up to £50,000 and over, and 476 were public 
compames. In the last year (1922) there were 126 public companies registert'd, wit.h a capital of 
£11,273,000. 

Mr. Hunt.] Those are all small companies. 
Mr. Shirtcliffe.] They are not all small companies. In 1922 there were sixteen companies formed, 

with a capital of £10,415,000. At any rate, those figures go to show that even the present scale of 
taxation is not by any means preventing the formation of new companies !-No. 

Mr. Hunt.] No one ever said it did: 
Mr. Shirtcl·iffe.] Then I misunderstood you. 
Mr. Hnnt.] No; I said large companies. It is only the companies with the larae incomes that 

are affected. The companies with the small incomes are getting off. Small companies :re being formed 
by men who have large incomes. 

Mr. Shirtcliffe.] That seems to be one of the defects of the proposals. Take all these private 
companies, of which 1,307 were formed during five years, if they are relieved from taxation they may 
consist of only two or three members--

Mr. Hunt: Each one will he taxed on his share, added to his other income. 
. ~r. Shirtcliffe.: Only on the amount paid out in dividends: to the extent to which that company 
IS reheved of taxatiOn, the profits of the company would be also relieved of taxation. 

Mr. Hunt: No ; they would he taxed on the flat rate. 
Mr. Shirtcliffe.] I say that to the extent to which you relieve the company, the profits paid out 

would be relieved of taxation. 
Mr. Hunt.] The company would pay a flat rate on it• undivided profits, and its dividends would 

be added to the income of the shareholders !-(Witness) Yes, the flat rate would be at a lesser rate 
than he is taxed on. 

Mr. Shirtcliffe.] I understood, this morning, Mr. Hunt, that you were aiming at the shifting of 
the taxation from companies to· shareholders. 

Mr. Hunt.] Only on the dividends. , 
Mr. Shirtcliffe.] However, it does seem to me that through the formation of these private companies 

the payment of tax can be largely avoided. 
Mr. Hunt.] It is being avoided now. · 
Mr. Shirtcliffe.] Only as regards the rate, but the tax has to be paid on the total amount of profits 

earned. 
Mr. Shirtcliffe.] If you have got £10,000 a year, and you invest part of your capital in a small 

company earning £2,000 a year, you get your dividends taxed at the lower rate 1-(Witne••) There is 
another illustration. Take a partnership consisting of two partners. They fo1m their business into 
a company. They divide their income by drawing directors' fees and leaving the balance in the hands 
of the company;, whereas when they were partners they paid on the total net profits, including their 
salaries. When they turn the concern into a company they divide that income, part of it being taken 
as directors' fee.•, the balance being left to the profits of the company. But you wonld gain more, 
because instead of assessing them on the graduated rate you assess them at the flat rate, which would 
he less than the graduated rate. 

Mr. Hunt.] That is only the undivided profits; you do not have the same protection that they 
have in England !-That is inoperative. It was tried in the United States, and to a great extent it 
will be found inoperative in England. Who is to say what· proportion of a company's profits should 
he retained 1 

You can say that not more than one-third shonld be retained !-It would be a very grave 
injustice. 

Mr. Begg.] Could you not fix a schedule rate !-No. You could not know the circumstances of 
the different companies. · . . . 

Mr. Shirtcliffe.] An instance cam~ under my noti?e w1thm. the .last few days. I, had a bala~ce
sheet before me of a private business Ill which the pa1d-up capital IS not more than £1,500. It IS a 
partnership. They made £1,500 during the last half-year 1-A large part of that would be pArsonal 
earnings, salaries. Th< y were working the~selves 1 . . 

But they made their profit of £1,500 dunng the half-year. They drew very httle out of It them
selves. Their net profit was £1,500, 200 per cent. per ann'!m .. If that were a pnvate company and 
they only had to pay a flat rate and tax on their own drawmgs It would probably mean no tax at all. 
The whole of the balance would escape taxation, except on the flat rate 1-Yes. . 

So that a great deal of the income-tax wonld be lost to the Depart;nent, takmg that as ~n 
illustration !-I do not think there i• any doubt about t~at. ?f course, Ill ~hose small compames 
if you take the total profits before charging the partners. salarws the percentage of profit appears 
very high, but to compare the rate of profit of a co;npany li~e that with that of a large company ~ou 
must charge the partners' salaries. That is a thmg tha.t Is generally ?verlooked. . A~o~her thmg 
that is generally overlooked in the discussion of the q~es~I?n as ~ taxati.on bet~een mdlVlduals and 
companies is this: the general opinion is that an mdi.vidual mcome IS cons1dere~ to be a .cash 
income. It may be in the case of a salaried person, but Ill very few others. Even Ill a profeSRIOnal 
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person's income there. is a great difference betwee? the income th~t is assessed .a~d the _income that 
is actually received. It is the same with compames. When a pnvate person IS m busmcss a great 
part of his income is locked up in stock and book debts, but very few people realize that. You 
frequently hear people say that they would have n~ hesitation in takin\l away from an indivi~ual who 
makes a certain income a large proportion of that mcome, but they nnght take away from him more 
than the cash he makes during the year. 

Mr. Hunt.] And destroy· his earning-power for the next year !-Yes .. It .is the effect of the 
heavy taxatidn. It applies to large busineASes whether they are run by an md1VIdual or a company, 
and that is one of the reasons why I do not think a company should be treated differently from an 

· individual. You should consider the individual in business as well as the company. 
Mr. Shirtcl(tfe.] It would be possible for you to make up an approximate estimate o~ the ra.tes 

of land and income tax, and the amounts that they produce, on the lines of this very mterestmg 
report of yours !-Yes. 

To show what the rates would be in order to maintain the present aggregate of tax !-Yes. 
You might be able to do that in the next few days !-Yes. 
With regard to this question of passing on the tax, I would like to read what I think Mr. Clark 

intended to read this morning. This is by Professor Adams, who says : " The repeated charge that 
business men figure income-taxes as a part of their cost and then charge the customary percentage 
of profit on the increased cost basis is next to absurd. If it were true it would only be necessary for 
Congress to increase the income and profits taxes in order to increase hlliliness profits. Taxes were 
responsible in only minor degree for the high cost of living. The cost of living went up before tax 
rates were increased, it stayed up when tax rates were reduced, and it will come down in the future 
whether tax rates be increased or reduced. The argument that ' all taxes are shifted ; therefore ignore 
equity and select the simplest tax,' is particularly misleading. Even though we may be certain that 
some part of the tax may be shifted or diffused in the long-run, its initial incidence is of enorm.ous 
importance. Property-taxes on buildings are shifted in the long-rnn, bnt this does not. make the tax 
a matter of indifference to the owners of buildings." 

Mr. Hunt: All my argument was that if you aw going in for a special tax on an investment, 
that investment will possibly cease to exist. · 

Mr. Sltirtclitfe: But this is not a special tax. 
Mr. Hunt.] It is a special tax on large companies, and if that. tax cannot be passed on by those 

large companies, then in the long-run it may be passed on to the customers, because if it cannot ba 
passed on immediately capital will gradually leave that investment !-(Witness) The tendency would 
be inclined to drive out the least efficient producer. 

Mr. Weston: They would economize and turn out their turnover with the same staff. 
Mr. Shirtclijfe.] I do not agree that income-tax is passed on !-But Mr. Hunt is qnite right in his 

statement. If the tax is so applied that the capital cannot produce a sufficient return, that cannot 
last for very long, and the tax must come down or the person will go out of business. 

Then it resolves itself into a question of the weight of the tax !-Yes. 
Mr. We.<ton: There is no doubt that some businesses suffer more than others because they have 

not the necessary resources. 
Mr. Shirtcli.ffe.] That is so. You would think that businesses like gas companies, which are 

monopolies, could pass that tax on !-The argument is that a monopol;st can fix his price no matter 
whether there is tax or not. You must assume that he is getting as big a price as possible, and if 
the tax is put on he cannot get any more .. 

Does it not come back to this: that the profits are dependent upon the old law of supply and 
demand. A merchant gets the best price he can for his merchandise irrespective of taxation. He 
may be able to sell some goods at a substantial profit because conditions are so much in his favour 
but in other lines he may have to sell at cost price or less; but on the average he sells his goods at th~ 
market price. · 

Mr. Hunt: That is fixed by competition. '-
Mr. Shirtcliffe: Except in the case of monopolies. I have not been able to see any evidence 

of income-tax being regarded a• part of cost. 
M~. f!u;u: Take your own merchandise business, which yon say is no good: people will get 

out of It If It IS no good, as you say. · 
Mr. Shirtcliffe.] There is no sign of it. You take a general business covering many departments: 

each depa'"!'ment is interwoven with the others ?-(Witness) There is no absolutely free competition. 
What m !-In any trade. 
Mr. Hunt.] I thi~k so !-There is no free competition in the grocery trade. 
There are. a certam number of wholesale articles whose prices are controlled, but in a large 

number of artwles there is free competition !-1 doubt it. 
. Mr. Bhirtclitfe.] Confining ourselves to conditions in New Zealand, it seems to me that the rate of 
mterest IS .fixed by the law of supply and demand !-Yes, I think it is largely fixed by that . 

. I was mtereste~ in the discussion just now on your suggestion that you would allocate the various 
portiOns of a man's mcome and charge him the highest rate that he is liable for, based on his aggregate 
mcome-on that portion of his income that is earned outside investments ?-Yes. 

The point seems to J:e whe~her you should not, in so charging a man, give him credit for the tax 
that ~he company had pa1d on his share of the profit, because otherwise his total income might pay more 
~axatw.n than the Department was entitled to receive on it !-This is the section that I had in mind · 
It applies to .land-tax: " In the case of each joint owner there shall be deducted from the tax s~ 
payable by him under the provisions of the last preceding subsection (so far as such tax exceeds the 
graduated land-tax that would be payable by him if he owned no interest in any joint estate) his 
share of the tax so payable in respect of the joint estate." 
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But _take the e:.:amplc quoted this morning-a man receiving £3,000 from earnings and £3,000 
from an mves~ment m a company; that would mean a total income of £6,000, which would carry a 
rate of 4~. 6d. m the pound, but that would ouly be calculate-d on his £3,000 ?-The section would only 
be effect1ve where the tax on his combined incomes exceeded the tax payable on the separate 
assessments. 

But supposing the tax payable on the separate assessments oxceedt•d the amount that be would 
be liable for on £6,000: supposing his £3,000 invested in tho company paid the maximum of 
5s. lOd. 1-:Vhat w.e do is to take t~c two interests and add them together, compute the tax on that, 
and allo'_V him credit for the tax pa1d on the separate assessment. As I pointed out, that would only 
be effective whe~e the amount of tax on the combined interests exceeded the tax that had beon paid 
on the separate mterest. You would have to give the man credit for th<• full proportion of the tax 
paid by the company. 

Mr. Hunt.] The £3,000 from other sources paid 2s. 6·4d.; the £3,000 from the company paid 
5s. l0·4d. ; so that the average tax paid by the two was 4s. 2·Ud. The rate for £6,000 is 4s. 6d., so 
that he would have to pay a little extra 1-I had better givt• you some t•xamples of the working-out 
of that, as illustrations. 

Mr. Be[J.q.] You do not propose to let l1im off anything on account of the income-tax paid through 
the company 1-I propose to give him credit for that. 

Mr. Sltirtcliffe.] The Department docs not want to collect a larger umount of tax than he would 
pay individually ?-On his total income of £6,000, no. 

Mr. Begg.] You do not want to collect more from the individual than the company tnxat.ion 
and his own: do you mean that you would give him a rebate 1-No, we wo'Uld not b~vc him a rebate. 
I will have somo examples worked out for you. 

With regard to the companies not b~ing able to p>l&' on taxation, it is prdt.y evident from the 
fihYllres we have got of Stock Exchange quotations that a great many companies have succe<"tlcd in 
keeping up their old dividends and paying the same amount., into their rest•rves, and still paying 
from 5s. to &. 9d. in the pound taxation in addition ?-Which compani<'s have 1 

Some companies. The market price of their shares is as good as it was. Since taxation was 
imposed on them at a higher scale they have succeeded in paying dividends on the old scale !-But 
in order to pay the equivalent of the dividend paid by them before the war tlwy Khould be paying a 
considerably larger dividend. 

They have been able to go on paying the same dividend 1-I would not call it the same dividend. 
It is the same rate perhaps. 

And the taxation in addition. Well now, they must have I(Ot it from somewhere 1-If the tax 
had not been in operation they would have distributed much larger dividends. You do not find any 
60-per cent. or 30-per-cent. dividends here as you do in some corporations in England. 

But. you find substantially the same rate of profits-or, at any rate, as high-under the higher 
taxation. They mvst have got them from somewhere. I quite accept what you said, that companies 
or individual traders do not regulate their prices by anything else than the highest they can get. I 
suppose we can accept that they get the highest price they can 1-That is so. No trader is a 
philanthropist : he gets as high a price as he can. 

Generally speaking, that is the way prices are fixed. Well now, to pay the same rate, and the 
tax in addition, they must have got higher prices than previously 1-They did. 

Something enabled them to pay the same dividend as formerly !-Yes. 
So, in effect, it was passed on, whether they were able to pass it on or not 1-My contention is that 

they would have got that additional amount whether they were paying higher income-tax or not, and 
if we had not taken it in income-tax it would have gone in profits. 

As it happened, there was a coincidence that while the high tax was on they were able to pass 
it on to somebody 1-Yes; but one of the reasons was that high profit.• were being made. 

Mr. Weston.] It was really in the nature of exet•ss profits 1-I suggested that while there were 
high rates of profit being made we should, in view of the excessive requirements at the time, make 
a reserve to meet the time' when there would be a demand for a reduction of taxation, and when the 
Government would he wanting money badly. 

Mr. Begg.] In fact, you saw the time when profits were large, and you thought the Government 
should get a bigger share of them. The companies did not pay it directly, but the public paid it in 
their higher prices 1-They did-the public did pay it. 

The company paid the higher tax because it was getting more pl'Ofits 1-Yes, otherwise the 
company would have retained it, for their prices would not have been any less. 

In fact, they did collect the additional amount from the public 1-Yes, and they had collected 
it before we assessed the tax on it. 

I do not follow this about the additional dividend that should have been paid. You say, " I do 
not think that the shifting of the tax in New Zealand obtains to any great extent. If it were true 
that industrial companies in New Zealand pa.'s on the mcome-tax, If they do one would expect to 
find a material increase in the rate of dividends paid since 1914 to compensate for the reduced value 
of the £!." I do not just quite follow what was in your mind: is it that the dividend should have 
increased because the currency depreciated !-Yes. The pu_rchasing-power of ~he ~und was not 
what it was before the war, and to compensate for that, to giVe the Kame value Ill dividend, a com
pany that was paying 10 per cent. in 1914 Rhould have paid somewhere about 15 per cent. from, say, 
1916 onwards. 

But did not the pound of capital depreciate as the pound of incon~e 1-B.ut the purchasing-power 
of that dividend in the hands of the shareholder was not the same as 1t was Ill 1914. 

But he had not the same capital in the company; it had depreciated also, had it not 1-Why 
did it depreciate 1 
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Assuming that the capital is in sterling, £50,000 paid £5,000 dividends !-But ~uite apa~t from 
the capital, if the company was passing o~ t~e tax it would have passed on sufliment to gtve the 
shareholders the equivalent in value of thetr divtdends before the war. 

Mr. We3ton.J All your IL•sets would go up in value. 
Mr. Begg: Yes, certainly. . . 
Mr. w..,tot,: So that your £1 would be represented by more m capttal. 
Mr. Begg.J Some capital increased in value and some capital decreased .. ~ut a company_ floated 

in 1916 or 1917, and getting into action right away and proceeding to earn _dtvtdends, the capttal put 
into the company was depreciated to the same extent as the profits !-(Wttness) That would be so ; 
but taking the companies that were in existence before--

The capital that WIL' sunk in something that went up in value would increase, lmt the other 
floated when the depreciation had settled would have its capital decreased !-I do not know. If a 
company could have sold out and divided the result of its realization amongst its shareholders at 
that date, and they were content to invest that on deposit until the time of stress had passed, they 
would have made a distinct gain. 

I can see that where it was a company whose fixed assets had increased in value !-Yes, and 
where the stock had increased in value. 

And a great many of them did increase in value !-It does not show in the returns I have there. 
Mr. Hunt.] A great many of them, if they did not increase their dividends, retained t.heir 

dividends !-The only instances I know of are one or two of the banks and the Hour-milling 
companies. 

Mr. Begg.J However, that deflation has taken place now, and many companies have found that 
the value of their capital was not there !-But my point was that the shareholders did not get the 
return from their capital that they were getting before the war-the return in value. 

They are not getting it yet, but still they could hardly expect to get it and yet pay 7s. in the 
pound as well !-That is just my point. 

So it is quite evident that the public generally contributed that to the coiupanies in some shape 
or form or they could not have done it !-The tax was paid out of what the company took from the 
public; but if the tax had not been charged the company would have ret-ained it for themselves 
instead of paying it in tax. 

Yes. If the Department had not taken that money the shareholders would, and the public 
would have been in the same position !-Yes. 

The public did, under the circumstances, contribute it !-That is not what is meant by the 
persons who advocated that the tax has been passed on. 

In your statement you favour interest from debentures being put on the same footing as any 
other income !-Yes. 

We know that a great many issues were put out when the debenture-tax was 2s. 6d. in the 
pound for local-body loans: would you consider it breaking a contract! Would you consider it 
breaking a contract if when next year's Act is passed they were placed under ordinary rates and the 
individ\lals charged !-All those contracts must be made subject to variations in the Government's 
tax. 

Where a local body issued a loan with 2s. 6d., would you consider any contract would be 
broken !-No, no more than any contract was broken when we first imposed income-tax. 

So that you think it would be perfectly right and proper to abolish the debenture-tax and put it 
on income !-Yes, now that we are in a position to trace the debentures. 

Is there any difficulty in tracing those debentures !-No, not now. The local body is liable 
until it supplies us with a list of the debenture-holders. The debenture-holders are liable until they 
advise us of any change of ownership. 

And the companies the same !-No. 
Would it help if these bearer bonds were wiped out of existence !Lild inscribed stock substituted ! 

-Yes. 
Is tb'ere any objection to that !-They are not so readily negotiable. Probably the real 

objection is that they are more easily traceable for taxation . 
. They could not pass from hand to hand, but as instruments of security they are practically 

eqwvalent !-Yes. The bearer bonds are usually used in the payment of ordinary accounts. With 
inscribed stock that could not be done. 

Would that facilitate the matter much !-As far as we are concerned as a taxing authority it 
would. ' 

And, as far as you know, the advantage would outweigh the disadvantage if they were done 
awa_y with !-I do not think it. matters as long as we have the present arrangements with the local 
boches-that they supply us With a list, and the holder of bearer bonds is responsible for the tax 
until he notifies us of ehange of ownership. 

And you could put company loans on the same footing !-Yes. 
Then, I gather that you do advocate that the debenture-tax should be abolished !-Yes. 
And th<: in~ome from debentures pay on the same footing as ordinary income !--Yes. 
!If:· S~•rtcliffe.] Do you_ advocate that that should be done as regards past issues !-Yes. I make 

no distinctton between past Issued or present and future issues. 
It occurs to me that that might be construed as a breach of contract on the part of the Legislature. 

In the case of so!"e comp~nies and ~or?ora,tions it would press very hardly upon the holders of the 
~onds, w_ho had mvested m good _fatth !-'I he holders of the bonds of local authorities were always 
liable to mcome·tax. They were liable to return the interest. 

Only t~ pay debenture-tax !-No ; that was qui~e a new thin~. . Prior to that they were liable to 
return the mterest to us and pay the tax on that mcome, along wtth their other income. But we 
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could never trace these people, and so we made the local authority liable in the same way ns the 
company was liable prevwusly; and then .when th? local authorities Wt•rt• in that position tlwy were 
w!lhng to meet us and help us get the mformatwn necessary to asse!iS tho individual dcb.,ntun•
holdors. 

But my point is that in the past ten years probably there have beon very large sums invostt•d in 
these local-body and company debentures, and it would press very heavily upon the holdt•rs of the 
bonrls 1-It is not so long ago as ten years. 

Well, especially during the war, we know that companies raised very huge sums on debentures!
Yes. 

Mr .. Begg.] A, large number of investors, I am sure, would regard it "" a breach of contract .. 
Compames that put aside b1g reserves have no doubt iri the la..•t four or fivo years investt•d a Jot o{ 
money in local-body bonds with a view to escaping the very heavy taxation. These were issued with 
a maximum tax of 2s. 6d. in the pound !-Yes. 

I am very glad to get your view that there would be no breach of contract in putting all that 
interest on the ordinary basis 1-I do not think there would, because all those contracts must bo held 
to be subject to alteration of the law relating to taxation. Otherwise you could never muko 
any alteration. 

Mr. Shirtcliffe.] Just the same as alterations in the Cuotoms tariff are no breach of contraot !
That is so. 

Mr. Begg.] Tax-free bonds you would regard in a different light, I take it !--With respect to those 
tax-free war bonds, that was a contract entered into with the Government itself. That is in a different 
position altogether. 

The Chairman.] That is a contract made by the Crown itself 1-Y cs. The only way in which it 
can get out of that is to pay them off, and issue bonds at a higher rate of interest subject to tax. 

The Government did try to convert them, did it not 1-It has converted a number. 
What amount is outstanding of free-tax war bonds 1-I do not know. We are taking some in pay

ment of tax. I have taken some to-day. 
Mr. Weston.] The easiest way to get over the whole thing would be for the Government to take 

these bonds in payment of tax and death duties 1-We have been doing so to some extent. 
Mr. Hunt.] Do you take them at par 1-No; at the market price at the time. People arc oonttmt 

to pay them to us at the market price. The case I wns dealing with to-day was a case of penal tax. 
Mr. Begg.] You mentioned that there was far more bitter complaint in England about their income

tax than there has been here 1-I believe there has been. 
Do you not think that that is because it is direct and people know what they are paying-! mean, 

the pill is not sugared !-There is heavy indirect taxation there, too. But the outcry is made that 
the heavy tax is crippling business there. The heavy tax is not on the company as a company so much 
as on the individual. 

Do you not think that if the same amount were collected from the inhabitants of this country in 
such a way that they felt they were paying it directly as is in fact collected from them under tho income
tax there would be a considerable amount of bitter outcry here, too !-It is direct taxation, the 
income-tax here. 

But it is levied in such a way that it does not press particularly hardly on the individual-that is, 
the li1nited liability companies provide over 70 per cent. of it 1-Yes. 

If individuals felt themselves taxed to that extent directly, do you not think there would be quite 
as bitter an outcry here as in England 1-No, I do not thlnk so. The tax would not be so heavy as it 
is in England. The individual tax in England runs up to about lOs. 

Is not the want of outcry here as regards individual taxation partly due to the fact that they do 
not know they are being given this med;cine ! They pay indirectly-the medicine is not given to 
them directly, it is put surreptitiously into their tea 1-(No answer). 

Mr. Weston.] You could give us a return, could you not, showing the graduation in England 1 
What I gather is that in England the graduatio':' goes higher than ou':"' !-That !s so. 

There are bigger gaps before you get your nse 1-Yes, and there Is a defect 111 that. 
. In New Zealand a man has a much greater job to make .£10,000 clear for himself than he would have 
in Great Britain !-Yes. The renson for our graduation having to be steeper ;s that we have not got 
the body of taxpayers. We have to make it steep on the comparatively lower incomes to get the 
necessary revenue. . . . 

Mr. Hunt.] It is not as steep here as m England on the lower mcomes !-Because we start higher 
up. That is why. 

But even at, say, .£1,000 or .£1,500 it is. nothing.lik.e .what it is in .England !--:-For that !eason the 
graduation starts lower down. The tax pa1d on an mdiVIdual mcome 111 England IB much higher than 
it is here, and it starts much lower down. 

Mr. Begq.] Could you give us a return showing the amount of debenture issues since there was a 
special debenture-tax 1-I will try and get that . 

. Both local body and company-! do not mean offhand !-I will make a note of it, and Hee if 1 can 
get that information. We have not got it in our Department. . . . . . . 

You gave to Mr. Shirtcliffe a number of the advantages that lilmtcd-IIabihty compames have, anrl 
undoubtedly have. They all enjoy these advantages eqnally 1-Yes. • . . . 

Does that not seem to indicate a reason why they ahould pay equally, too •-Individuals enJoy the 
same advantages in trading, whether large or small, but the larger one pays a higher tax if he is making 
a larger income. . . . . 

Just so; but the very big company with the very large mcom~ llllght ?e earmng oruy 2.per cent. 
on its capital and the small company earning 20 per cent. One IS enJoymg great prospenty under 
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these advantag<•s and the other is not !-Generally, wlwrc that is the case the reason for the high 
percentage of the small nom puny's earning is that a large part is the Jwrsouu.l caruing of the directors. 
There may Ull exceptions, hut generally that is t]jc case. Into the smaller company's profits there 
enk•rs a large proportion of personal earnings of the directors. It is very often a funily concern where 
all the shareholders are working in the business and directing it. 

At all events, you have told us already that you consider the graduation on the companies is 
right !-Yes, as long as it is not too hlgh. I thlnk that the tax lately has been too hlgh to continue, 
and it is •till too high. It wants reducing. 

But you are satisfied that when taxation has to be increased, increasing on the present system is 
the most equitable way of doing it !-Yes, and certainly the most efficacious way. 

In the event of absolute stress and when taxation had to go up until it practically absorbed every
thing but a hare living for the community !-We did not get quite up to that. I think it was about 
half-u.Hd-half. 

You nearly rcachlld that at 8s. 9d. in tlw pound !-That was on the larger incomes. 
It would certainly put companies out of existence !-If you went for any length of time at that 

rat<•, that is qnite likely. 
It would not kill an individual, but it would kill a company !-It would kill an individual, too, 

who was engaged in trade. He could not carry on a business at that rate of taxation. 
We had evidence that companies are becoming more popular as a public investment !-Yes; the 

advantages of corporate formation for trading are so great that I quite cxpeet that tendency to go on. 
Is there not some indication in that that the whole weight of the taxation does not fall on the 

company !-No. 
It appeared to me as an indication that by some means or other these companies were escaping 

their full share !-No. 
Or were capable of making some one else pay for them !-No, I do not think so. 
It seems unreasonable to expect that large sums of money would be put into a form of investment 

in which probably the maximum tax would be imposed !-There arc advantages whlch counter
balance the heavy tax. There is an expectation that the tax will not be continued at the hlgh rates. 

With regard to the rates of interest, there has been some evidence as to rates of interest being as 
hlgh in a lightly taxed country as in a heavily taxed country. There are many things that affect rates 
of interest, but do you think that heavy taxation in itself, other things being equal, would tend to raise 
the rates of interest 1-If the taxation was the same in all countries, I do not think it would affect the 
rate of interest. 

I mean, anywhere. I agree with Mr. Shlrtcliffe that it must be fixed by the law of supply and 
demand; but do"'' not heavy taxation reduce the supply !-Yes, very heavy taxation would. 

So it would naturally tend to put up the rate of interest !-It would take some time to do it. The 
effect would not be immediate, and the tax would have to continue for some time to have any 
appreciable effect. 

But it would have that tendency !-It would, I think-that is, hy depleting the capital available 
for investment. 

Mr. Shirtcliffe.] Would it be possible, when you are making up that estimate of the rates required 
under your proposed scheme-you indicated just now that you thought you could bring the rate down 
to 4s. 6d. as a maximum !-I thlnk so. 

I was hoping you would have said 3s. 6d. ; but would it be possible for you to bring forward 
alternate rates in order to provide for a lower maximum rate ?-Yes, it might be. 

Say, 4s. 6d. or 4s. or 3s. 6d. !-Yes. 
It is the weight of the tax that the companies are really up against !-That is my feeling. 
And it is the weight of the tax we want to get reduced !-Yes. 
Mr. Beyg.] Could you give us a short statement of the practice in· the Australian States, and in 

Britain, and in America too, in regard to company taxation !-I could tell you now what it is. 
I cannot remember if you tell us offhand ?-Very well. I will have a statement made up. 
(At 4.30 p.m. the Commission adjourned, to meet again in Dunedin on Tuesday, 29th April.) 

DUNEDIN, TUESDAY, 29TH APRIL, 1924. 

RoDERICK FINCH, Public Accountant, Oamaru, examined. 
The Chairman.] 

'l'o some extent. 
You have made a study of the subject of taxation, have you, li'Ir. Finch !-

And you have prepared a statement setting forth your views !-Yes. 
Will you please read your statement !-Yes, sir. It is as follows :-
My princip~l id.ea in wishlng to give ~vidence before this Commission is to urge that the present 

method of levymg mcome-tax on compames as separate entities should be adhered to, and that no 
c~ange-over to tl!e n~ethod of taxing the dividends paid should be made ; and to urge that the correct 
tm.1e. to tax profits IS. when they a_rc made, and not when t.hey are distributed. In advancing my 
op1~ons I propose to take as a bas1s for my remarks the maJOrity report of the Taxation Committee 
whwh s~t Ill 1.922, and endeavour to reply to. the a~gumen~ there~n advanced. Any contemplated 
change .m the lllCJilence of taxatwn must be VIewed m the hght of 1ts affect on the total revenue to 
be re":'1ve~ l~y the. State from this particular source, for the Government would be faced with the 
necess1ty, !f 1t l'eheved ?ne .section of the income-tax payers, to increase the tax levied on the 
remamder Ill ord~r ,t;' mam,tam ~h~ total amount to be collect.;d. .'fhe !najority report, clause 38 (c), 
reads as follows . The Comnusswner for Inland Revenue, m Ins eVIdence before the Committee, 
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stated that, of the total capital invested in company shares of all kinds in New z.,alnnd, one-half was 
owned by people whose incomes were so small that, even 1\~th the divirh•ncls on their shares added, 
they would be free from income-tax on account of being below the exemptior• rate. Of t,h,, rPillllining 
half, a considerable portion was owned by people of comparatively small menns, nnd it would take 
three-sevenths of tlus remaining half to bring tl1e incomes of those who rPeeive tlw dividl'nds up to 
the maximum exemption. Only four-sevenths of this remainder would be taxable, and the great 
bulk of this at a comparatively low graduated rate." Now, let us dPal with this position as it appli<'s 
to the figures shown in the return of income-tax assessments for 1920-21. Tht•se figures are the latest 
in my possession, and though the more recent figures will vary to some extent, still the undPrl}~ng 
principle is the same, and the 1920-21 figures will ~eld comparative results wlwn taken in round 
sums. Out of the total tax paid (£8,000,000) companies contributed £5,000,000, and otlwr taxpayen~ 
£3,000,000. Putting clause (c) shortly, it states that seven-fourteenths of the companil's capital is 
owned by people with a non-assessable income ; three-fourtl'enths is owned by those with non-taxab]P 
incomes; leaving four-fourteenths 'vith taxable incomes, and the great bulk of these only at a com
paratively low graduated rate. Working this out on the figurt•s quotd giws us the following n•sult: 
Four-fourteenths of the £5,000,000 is £1,400,000. This leaves a deficit of no ]pss than £:l,600,UOO, 
which, to produce the required total revenue, must be added on to the other taxpayen~' contributions, 
and these taxpayen~, even when the rate had a maximum of 8s. gd., previously cont,rihutNI only 
£3,000,000. Can this be contended to be within even a possibility of practical ronlization 1 Turninl( 
now to subclause (d), it contains the following: "The revenue would therefore increuse at the cxpe•nse 
of approximately 225,364 persons, and would confer a distinct be•nefit, by reduction of tax, on 2,636 
pen~ons. There would be a considerable reduction in working-cost.• to the D .. partnwnt. It iK 
extremely difficult to form an accurate idea of the probable reduction in costK, but it should amount 
to about £100,000 per annum. This gain to the Commonwealth would, however, ll<' achieved at the• 
expense of shareholders in companies who individuaHy would have bet•n non-taxable, or whosp rate 
of tax would be less than the company's rate." 'l'hat is the end of a ejtiOtation from the Jl!'elernl 
Commissioner of Taxation when giving evidence before a Royal CommiRsion in Au trnlin. Tlu·n t.lw 
subclause goes on : "Both the New Zealand and Australian figures emphasize the fact that, l(e•n<'rnlly 
speaking, the capital of companies is provided by the savings invcsh•d by Jlt'oplr of V('ry moderatt• 
m.eans. In this connection the members of the Australian Royal Commis...,ion, nltlwngh in agTl't~mcnt 
upon verY few matters, were quite unanimous in turning down the proposal to tax com paniPH u.t a fiut 
rate of 2s. Bel. in the pound, the following be•ing an extruct from the Australian f<'lK>rt on this matter: 
"There is no need to t~averse the arguments advanced in support of the nwthod unch•r discusHion, 
beyond saying that its comparative simplicity and greater productiveness are purchased at the co•t 
of so great a degree of inequity that we have no hesitation in unanimously dt•ciding that it is a 
method that cannot he recommended for inclusion in a system of taxation which it is intended Hhould 
rest upon 'a sound and equitable basis.'" Now, in spite of this definite announct•mcnt, what is the 
position in Australia to-day 1 The journal Accounting and Commerce of the 31st January, 1!!24, on 
page 258, states :-

Federal Income-tax (Australia). 

The Amendment Act passed in September last makes certain amendments of the law, of which 
the following are the most important :- · 

Taxation of Dividends.-Dividends or other profits derived by a shareholder are exempted from 
income-tax, except that in cases where a taxpayer, if he were to include such in his individual return, 
would pay on them at a higher rate than the company pays upon them. In such cases the dividend 
is assessable to the shareholder, hut he will get a rebate in his assessment of the amount wl1ich the 
company is liable to pay upon his dividend. 

Taxation of Companies.-Companies are now to be taxed upon the total taxable• income, instead 
of upon the portion undistributed in dividends. As explained, the dividend is to be omittt•d from 
the assessment of the shareholder. This is a revolutionaTy provision, and means the recognition of 
the New Zealand system despite its unpopularity in some quarterll in this country. , 

We mu.'t necessarily conclude from this that the Federal authorities, after a thorough examina
tion of all systems of company-taxation, have decided that the advantages and equity of the preKent 
New Zealand system are such that they outweigh those of other methods. Be•fore lc•aving this 
quotation I would call special attention to the question of increase in working-costs of collection. 
If we change from our present system, the Commissioner's staff will be called on to handle and deal 
with thousands of returns and investigations where they now have hundreds ; and note this: that 
these additional returns in the bulk of ca.•es would be practically non-productive of revenue, 1111 1 
have shown above. There would be the additional labour of cHecking through endless liK!H of share
holders when a single taxpayer held a few shares in seve~al companies besides having hi~ ordinary 
source of income. The returns themselves would also reqwre, to be complete, to show the mdJVJdual 
holdings in each company to assist in mak!ng the assess?'ent, thus m_aking further "?Ill plica~ion• .to 
be misunden~tood by the taxpayerll in makmg returns, w1th the resultm~ extra work m the Commis
sioner's office in giving explanations ·and instructwns. If the system 1s adopted of the company 
deducting the tax when pa~ng out the. dividend and the taxpayer having_ to apply for a refund, any 
one with experience of similar applicatwns to the Inland Revenue authontl_es m Englan~.could ~,~ve 
you an idea of the amount of trouble, correspondence, and expense whwh th1s entails, and the 
extremely unsatisfactory results which finally eventuate. Clause 38 (g) ~ves. a fore~aKt that the 
present system of taxation will prevent company formatwn and progress : It 1s subnutted th.at for 
the effective carr~ng-on of traae and industry upon. a large scale on modern hn~s rnoblh?.atwn of 
capital in join~-stock companies is essential. Countnes whwh have developed th•.• method to the 
fullest extent are in the lead so far as wealth, power, general comfort, and prospenty are concerned 
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Trade and industry have grown beyond the ability of individual c~pitalists to deal with efficiently." 
For years past-and this still obtains to-day, in spite of the taxatiOn bemg leVIed on con~pames as 
separate entities-it has been the almost universal practice. i~ New Zealand th~t when_ the mdiVId~al 
has developed his business to any great extent ~e_con~erts·Jt mto a company, e1ther pnvate or pu~hc. 
This custom largely accounts for the C<>mnusswner s statement that 94 per cent. of all cap1tal 
employed in trade is in the form of companies and only 6 per ':"nt. in priva~ h~nds. In the face of 
the forecast contained in this paragraph, new compames are bemg formed daily m New Zealand, and 
continue to be registered in hundreds annually; and I have yet to hear of any company that has 
ceased to progress solely from the effect of income-taxation and not from some defect in its internal 
organization or management. It was quite obvious that the reason why the large companies appeared 
to be badly hit by income-taxation when the slump came was solely due to the fact that many of 
them were either overlooking or ignoring the fact that as soon as profits are made a definite liability 

. is immediately created to the amount of the State's share of that profit. They were carrying on the 
policy of letting the subsequent year's profit pay the tax that had actually become a liability during 
the previous year; consequently when they made losses they had to use up their so-called reserves 
to pay the tax, when the actual position was that they had previously over-distributed profits, or, 
rather, that they had distributed amounts which were properly not available for distribution. Now, 
this result is not the effect of a faulty incidence of taxation, but is due merely to lack of ordinary 
foresight on the part of the management. Clause 38 (h): I think the art,'mnent advanced in sub
clause (h) that the taxation system is giving an unfair advantage to individuals over companies, when 
such are in competition, cannot be treated seriously. When 94 per cent. of all capital enga!(rd in 
trade is in the form of companies, and of the remaining 6 per cent. the greater portion must be made 
up of the small trader, who, for all practical purposes, cannot be regarded as a competitor, surely the 
94 per cent. can effectively deal with the small opposition. The statement is also made that the 
produce companies must cease to lend to farmers. The statement is not borne out by facts. I have 
here the figures of a well-known company which show the following totals of book debts and bills 
receivable: March, 1921, £1,288,000; March, 1922, £1,204,000; March, 1923, £1,303,000. Does this 
go to show that the company is ceasing to lend to farmers ! Clause 38 (i): "If the present specially 
heavy tax is continued on investors in companies the result will be that these investors must g<'t a 
return from their company investments at least equal to that which they could get in other directions, 
otherwise they will not invest, and will attempt to withdraw that which they have invested. If, how
ever, a general graduated tax were placed on the incomes of all individuals, no matter from what 
source derived, it would tend to stay where it was put, for the reason that no change of investment 
would enable its avoidance. It is clear, however, that one country cannot tax investors for a lengthy 
period at a higher rate than that charged by another country within easy reach and equally desirable 
to live in or invest in." If these arguments were sound any change in the incidence of our taxation 
would have the ·effect, as shown hy my comments on clause (c), that the bulk of our taxpayers would 
immediately migrate to Australia. Clause 38 (k): "Take the case of a wealthy man whose taxable 
income is £10,000 a year. He pays £4,400 a year income-tax, but decides that he must avoid this, 
and accordingly calls in half his investments and buys tax-free war bonds. At the present market 
price these bonds will return him over 5 per cent. net, clear of tax ; but in addition to that he has 
changed his taxable income from £10,000 a year to £5,000 a year, and his taxation rate from Bs. 9d. 
in the pound to 58. 9d. in the pound, so that his change of investment not only brings him over 5 per 
cent. on the best security the country has to offer, but saves him £750 tax on his remaining £5,000 of 
income, which is equal to another ! per cent. interest on his war bonds, making his net return on these 
equal to 5! per cent." This first case given deals with a matter quite apart from the question of 
company-taxation, and depends wholly on the question as to whether the issue of tax-free debentures 
was justified or not. Then, further on the subclause reads : " The same effect, but in a lesser degree, 
takes place if the same man can change half his investments to local-body debentures carrying 2s. 6d. 
tax to company debentures carrying 3s. tax, or to shares in small companies carrying a moderate rate 
of tax. The result is that men of large means are gradually transferring their capital to those invest
ments where there is little or no spread between the small.and the wealthy." As regards the taxation 
on company and municipal debentures, ~his weakness has been to some extent adjusted by the Finance 
Act, 1923, section 6. Clause 38 (!) attempts to illustrate the effect of the present system of taxing 
companies, and there is not the slightest doubt that some of the statements were and still are contrary 
to fact. For example : "With income-tax standing at 8.•. 9!d. in the pound, it means that m order 
to get the pre-war net rate of interest these companies would have to charge from 11 per cent. to 
12 per cent. for loans-rates which farmers canl)ot possibly pay. Consequently no farmer can get a 
new advance from any such concern at the present time. The companies as they collect the advances 
must therefore utilize the money for other purposes, and the farn1er has to do without the finance." 
Now, will any of these companies adm~t that they have charged their farming customers a regular 
rate of 11 or 12 per cent. mterest on then advances ! Then, again, the figures I have quoted above-
38 (h)-:-go. to show that advances are not being steadily withdrawn. I do not propose to deal with 
the mmonty report except to state that, with the exception of one or two small point•,· I can 
absolutely endorse what It says, and m my opinion the lol(ic of the arguments it contains has not 
been and cannot be effectively replied to. In some respectS I am prepared to go even further and 
will read a letter whic~ I wro~e in June of 1921 and which appeared in the Otago Daily Ti,;e_, of 
1st July, 1921, when th1s question was first being freely d1scussed. I wrote as follows:-

"Speaking in general.terms, there are only t\vo classes of shareholderr.-(a) those who have taken 
up shares when such are Issued hy the company; (b) those who have purchased shares on the oprn 
market. 

" I. To deal wit? th~ sn:all shareholder in clnsr. (b) : He has purchor.cd shares presumably at the 
market ]>Tire, and tins pnce 1s actually governed by the amounts paicl r.o di virlenrls by the company, 
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and these di vi <.lends are distributions of n<•t profits after the company has pai<l inconw-tllx. 1'1w 
examination of a list of share-prices issued by a st<.Jck exchange will bear out this stah•nwnt. I. t-his 
shareholder entitled to a refund of tax, or is it not rather an Ill-tempt on his p11rt to obtain more th11n 
that to which he is entitled ! 

"2. Turning now to the small shareholder in class (a) (original shareholders)-and this llrl-,'lmwnt 
also applies to the shareholder in class (b)-he has recognized that m1ion is strl'ngth, and so he has 
taken up shares with the idea of deriving benefit from combining his small sum with otlu•r amount-• 
in order that he may obtain a higher return from his money than he would f£•ceivr from an of£1inury 
·small safe investme.nt. The purchase of shares being a speculation, he knows the ri~k he runs; he 
knows that the company may fail, and he would then lose the whole of his venture ; and lw knows 
that companies are legally, in every way, separat<> entities and have bet•n tuxt•d U."' such for mnny 
years past. As he undoubt<•dly re.cei ves the benefits from his share in the ' union,' so also must. lw 
accept the disadvantages. 

"For the reasons 1iven above, the writer contends that any amendment to the syst<•m of taxing 
companies as separate entities is not equitable, the n10re so becamn~ any decrense in rt•VtHHW from 
this source will probably have w be made up by other payers of income-tax who should not justly 
be called on for such extra contributions. 

"A glance at the official figures of new companies registered will give suffich•nt answ(~r to the 
argument that the incidence of taxation which has been adhered to for years past is having a 
restricting influence on this form of business control." 

Those statements dealing with a question of fundamental principles are equally true to-day ns 
they were when written. I now propose to deal with some of the effects that would ari•c in practi<·e 
if the incidence of taxation were changed. Take the case of a company having a paid-up capital of 
£550,000, made up of 300,000 ordinary shares of £1 each and 250,000 5!-per-cent. preference shares 
of £1 each, both classes of shares being taken up under the existing law. Let us a.•sumc that this 
company makes a profit of £48,000 for the year ending 31st March, l!J23. Under the present 
incidence this amount could be allocated as follows :-

Amount of carry-forward considered safe for distribution 
Profit 

Total 

£ 
18,000 

£ 
4,750 

48,000 

£52,750 

Income-tax, 7s. 4d. in the pound 
Ordinary shares : Dividend 
Preference shares : Dividend 

21,000 - 7 per cent. tax-fn•e. 
13,750 - 5! per rent. tax-fre£•. 

Total £52,750 

We will now assume that the incidence of taxation is altered according to the idea.. of the authors 
of the majority report. The pref?rence shareholders ~ill the~ receive their £1~,750 subject to taxation 
instead of tax-free while the ordmary shareholders \\~II receive £39,000-that Is, over 13 per cont.
also of course s~bject w taxation. This result would, I have no doubt, delight the ordinary 
sha;eholders · but would the preference shareholder be equally pleased ! His rate of income-tax 
would be m~terially increased on account of the loss w _th_e public r~vcnue•, as I have pre:--iously 
explained, and in addition the rate of_tax on the whole of h1s mcome, qmte. apart f~OD_I theRe dJVJde~:ls, 
would also be increased because their mcluswn would affect the graduation of h1s mcome-tax. 1 he 
wide differences of effect on the various classes of shareholders in companies is a point that ha.. not 
been sufficiently stressed and gone into. Take the case of a man with an income of £6!XJ per annum 
who wishes to invest £5 400 in the company I have mentioned. If he takes up 5!-per-eent. prl'IPr<•n<'<' 
shares 'he will then paY, according to th~ prC"sent law, £1_5 income-tax on his '~·hole in~ome (£~)OJ, 
and the same tax if he takes up the ordmary shar<•s pa)'lng 7 per cent .. (rota! mcome £9~8) .. This 
would ,; ve him a net income of either £8~5 or £!J63. Now, change the mmdcnce of taxatiOn Ill the 

~ . . 
manner urged, and what IS the result ! . . . 

1. If he has bought preference shares, h1s mcome-tax will then amount w £63 15s., leaving him 
with £83 5s.-that is, an additional tax of £48 His. 

2. lf he hns bought ordinary shares, his income will then be-

(a.) Ordinary income . . . . 
(b.) 5,400 ordinary sharps at 13 pt>r rent. 

Total 
Less tax 

£ 
(j()() 

702 

.. £1,302 
II4 

£1,188- an additional 
gain of £225. 

WI · tile equity ! The r<•sult would be that the preference shareholder would he p<•nali?.NI hy 
1ere ls h'l h d' 1 1 II I . ll't' a! £48 15.-; without any additional income, w 1 e t e or mary R 1are 10 ( er ma( e an an ac CJ 1011 ., • • bT f A t 

additional clear profit of £225. To my mind, it would be _almost _an IlllJ?OSSJ. 1 !ty _w so dra~e an 
1
_ c , 

which must necessarily deal with general.principles, to avoH1 creahng senoua mJlL'itiCes an me qua 1t1es 

8-B. 5. 
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betWH·n classes of •hnreholdern, and this entirely due to that !net that a radical change-over would be 
at.tempt<>d in the ineidence of taxation. Shares have hf'rn issur~ u_nder ~arious _names-ordi~a.ry, 
pref<·rence, founders, bonus, dPfcrred, and so on, and the nanw m Itself _Is practtcally no posi~IW' 
I(Uiclc as to tlu! varyin!( conditions under which the shar<•s. arc ac.tually Issued .. Another practical 
difficulty that must be faced would be that of company profit• avaJinblc f~r. dJstnb_ut.wn at the date 
of the changc-owr. Would a distribution of these profits carry an additional dividend-tax, tim• 
pa)~ng tax twice, or how could they be so dealt with.,_, to overcome this ! These _Profits may be. cal!ed 
-Balance forward in Profit and Loss Account; &serves ; &serve Funds ; DIVIdend EqualizatiOn 
Account; and so on ; and the subsequent distribution of dividend might take only par~ of these 
and make up the balance from subsequently earned profits. Then, again, these reserves m1ght have 
been crt•ated by premiums on share issues, and so on : would these have- to pay mcome-~x ~ A 
company, instead of paying out dividends, might distribute bomL• shares. Would these pay.mco~le
tax! A company might go into liquidation and the liquidator distribute the surplus asset• by pay!ng 
what arc actuallv dividends on shares which might really be the result of revenue profit•, capital 
profit•, or return of capital. What would be the position as to income-tax! T? sum up the 
change-over, even if a fairly satisfactory general Act were passed and brought mto fo_r~c, the 
Commissioner would be immediately faced with a fresh lot of loopholes and opportumt~es for 
avoidance of tax, fresh injustices that would require adjustment, and so on, whereas now he bas a 
fairly clear-cut method which is familiar to the taxpayers, and he has succeeded by his various amending 
Acts in closing up most of the openings through which the elusive taxpayer could escape him. I do not 
propose to enlarge on these practical difficulties, because any one, by a study of the subject, could put 
doubtful cases almost indefinitely before·you; but I s>y this: that the proper time to tax profit, is 
when they are made nnd not when they are distributed. Anot.her point for consideration is this : 
the change-over would necessarily materially affect the market price of company shares, causing 
capital losses to some holders and capital profits to others. This factor alone is one which would · 
require very careful consideration on the part of the authorities if the alteration were contemplated. 
If I have not made myself clear in any of the above statements I would be pleased to answer any 
questions concerning them. In conclusion, I should like to take this opportunity of paying a 
tribute to the way in which the Land and Income Tax Department is being run. Without exception, 
in all the transactions I have had with either Wellington or the local Inspectorn I have received fair 
treatment, an attentive hearing, and the utmost assistance ; and all the oflicel'S that I have come in 
contact with are, in my opinion, men of outstanding ability, not only in the carrying-out of their 
duties, but in retaining an open mind. Also the very wide discretionary powers which the Government 
has given to the Commissioner have proved to have been plnced in safe hands. I wish to deal now 
briefly with one or two matters that I would urge should be altered to make the incidence of taxation 
more equitable. 

1. Abolition of land-tax as a means of raising annual revenue and putting on a special tax for 
the purpose only of preventing under-aggregation of land, and to burst up any large holdings that 
can profitably he subdivided. As I understand it, this was the original intention in the introduction 
of lancl-tax, and its incidence is such that it acts inequitably when considered as an annual charge. 
Neces.•arily a land-tax miL•t be imposed to take effect on a certain day and hour-at present it is 
12 o'clock noon on the 31st March in each year. The charge cannot be subject to apportionment in 
any way, and it works out in practice thus : If a man buys land on the 30th March he pays land-tnx 
on it, but if his purchase is not made untillst April he escapes tax. This is clearly inequitable, and itJ · 
nature is such that it is practically impossible to avoid it, more particularly as a reasonable method 
of apportionment of a graduated land-tax has yet to be suggested. 

2. Inclusion as a taxable profit of any profit made on the sale of land purchased within, say, 
twelve months of such sale. This applies, to my mind, particularly as it affects farm property. 
This speculation in farms, stocking up to more than the carrying-capacity and then sellina out at a 
profit is essentially had from a production point of view. The cl11-•s of farmer that is wan"ted is one 
who intends to make his profit by farming, and not by selling his farm, and under the present method 
of taxation the farm speculator is encouraged, as his profit is not taxed. Moreover, each sale of the 
farm at a profit makes it more difficult for the ultimate holder to farm profitably, as his overhead 
char~cs in the way of interest are so materially increased . 

. 3. &imposing of ta.x on income derived from land, and taxation of this form of income exactly 
~· m the case of other I.ncome. I cannot see any reason for the exemption of any annual form of 
mcome irom nn annunl mcome-tax, and.. now that losses are permitted to be carried forward such 
taxation is absolutely sound and equitable even in the case of a fluctuating business such as farming . 
.AP. various returns of income have been passing through my hands, I have been more and more 
impressed with the equit~ of income-tax on fanns as ?pposed to land-tax. During the slump period, 
:ovhile large lm<ses were bcmg m.ade, the farmer was st11l called on to pay his land-tax, and sometimes 
It :-vas extremely difficult for !urn to. do so. To.-d~y whe.n he (mo~e particularly the sheep-farmer) is 
d~mg well the amount he has to paY: m land-tax Is mdefim~ely. too httle when considered in comparison 
With Ius pr~fit. Income-tax has this defimte element of JIL•tice: if you make profits you pav tax to 
the State ; If you make no profits you pay no tax. -

4: Taxat.io~ of all interest on debentures on the same basis ns other interest. I cannot see whv 
any chfferentJatwn should be mad~ between de~enture and ot.hc~ interest in the way it is at present. 
There does ~ot seem to be any valid reason for 1t. These va~atwn~ in me~hods of assessment permit 
of efforts be1?g successfully made by some taxpayern to avOid paymg their fair shares of tax to the 
State, and tins should, as fnr as possible, be prevented. 

5. Donations made by business firms should be permitted as deductions from income for the 
purposes of asse~sment. _Thes.e donations are in a large measure a form of expense, in some cases as 
a matt{'r of husmess policy, Jn some as an advertisement, nnrl in some from a sense of liberality. 
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But, in any case, I think they should be• deductible within reusonaule limits, uounchl by, say, a 
certam percentage of tl1c mcome. 

. . 6. To arri vC at the graduated rate for income-tax, that aU forms of iBl'OIIIl' L,. iuehult·d- sharP 
dividends, tax-free. debenture interest, ~nd so on. I know that the quc•stion of the iudusion of 
tax-free de_benture mtercst has beNI considered by Parliament and lu1>1 bc•<'n turJH•d down, but 1 still 
state that It shou]d be done, becau .. 'ic a taxpayer in rect•ipt of taxa bit· ancl non-t.uxuLI1· iiH'Oillc is nhl(~ 
to pay at the greater graduated rate on that portion of his iucome which is subj .. ct to taxation. 

Mr. Hunt.] You referred t? Austraha as now _adoptmg the New Zealand tax. Do you kuow tho 
rate of tax that they are chargmg the compames Ill Austraha !-I do not. I have not seeu the Act 
itself. That quotation is all that I have seen. 

M1·. Hunt: You know, do you, l\lr. Clark! 
Mr. Clark: .Speaking from memory, it is Is. in the pound on the total profits. 
Mr. Hunt : And are dividends taxable ! 

. Mr. Clark: Not by the Federal authorities, except where the inclusion of the divideud would 
mcrcasc the rate of the shareholder's tax. Then the State, of course, taxes the dividend and the 
company too. 

Mr. Hunt: But it is a flat rate of Is. ! 
Mr. Clark: Y cs. 
Mr. Hunt.] You would not suggest that that is the New Zealand svstem, would vou Mr. l~iut·h 1 

(Witness) It states in that journal that the change-over is to the New' Zealaml syst~m. ' That is the 
only authority I have for my statement. 

A fiat rate of Is. in the pound is quite different from a graduated rate, is it not !-That is so. 
You say in your statement that " companies were carrying on on the policy of letting the 

subsequent year's profit pay the tax that had actually become a liability during the previous year." 
It was surely only small companies that did that. I never read of a big company doing that 1-1 
have seen quite a number of examples of that, in both small and fairly large companies. They 
apparently ignored the question of income-tax. I have in mind a small company in Oamaru. They 
made a loss of about £15.000, I think. They had to pay out from £6,000 to £7,000 income-tax, and no 
provision had been made at all. 

Then you went on to refer to the large number of companies that have been floated during recent 
years as proof that companies are not unpopular as a form of investment. Of course, that r~port of 
the Taxation Committee of 1922 where it mentions the companies was only referring to large 
companies. Can you point to any large company, with a large paid-up capital, which has been 
formed in the last year or two ?-1 believe there were some large companies registt•red laKt year. 

But with a large paid-up capital! It is quite a common thing for a company to be registered 
with a large nominal capital, but they call up only a comparatively small sum. It takes a company 
with a large capital to pay the max1mum income-tax, does it not !-That is so. 

Did you ever analyse what these companies were that were formed !-No, I do not think I did. 
Would it be a fact that a large number of them were small private companies, formed probably 

to escape income-tax !--1 do not think so. 
If a few wealthy men form a small company they escape income-tax, do they not !-In what way 1 
Say, a company wit.b a total income of £3,000. It is only graduated as a £3,000 income, is it not 1-

'l,ha.t is so. 
It might be formed with three shareholders having incomes of £10,000 each !---Yes. 
Is not that escaping taxation !-It depends where they get their capital from. Those argnmcuts 

were advanced in a pamphlet that was issued, "Excessive Income-tax charged to Large CompanicK 
in New Zealand ancl its Effects." That argument was advanced in that pamphlet. 

Mr. We.,ton.] Is that the Taxpayers' Association's pamphlet !-No. It is one that was issued 
in 1921. 

Mr. Shirtcliffe.] By whom !-A number of the stock and station companies. At the bottom of 
page H it says: "Now. the point is that the large public company may be, and often is, owned by 
a very large number of small shareholders, and the result is that shareholders of small and moderate 
means pay the maximum tax fixed for the extremely wealthy. On the other hand, these small private 
companies may be, and often are, owned by wealthy men. By spreadmg thetr capttal anwug~t these 
small companies they get off with a comparatively light tax. For exa•_nple, t~ke a man with an income 
of £10,000 before income-tax is deducted, If he has to show all th1s m h1s tax return he w1ll pay 
!ls. 9d. in the pound, or £4,400. If be can spread 80 per cent. of his capital amongst a number ?f small 
companies that show an average profit of £2,000 a year each, these compames would only pay mcome
tax at an average rate of £280 each-." That is a misstatement of fact, because you cannot i1ave 
averages in a graduated tax. It goes on: . "and,. as our wealthy friend gets his dividends clear of 
income-tax, he has not to include them m hts own mcome-tax return. The wcornc he has to return 
is reduced to that from one-fifth of his capital, or, say, £2,000 a year, on which the graduated rate comes 
to £280. The result is this wealthy man, instead of paying 8s. 9d. in the pound, or £4,-t()(J in income· 
tax, escapes with a payment of £1,400-that is, _the combined tax on his small company holdings and 
his own direct payment. Through spreading h1s cap1tal amongst small compames he_ makes a ~l~r 
saving of £3,000 a year." That is an assumptwn, and there are so many fallaCies m 1t that It 1s 
practically impossible of realization, to my nund. In the first place, the man would have to select 
nine separate companies with a capital of £.),300. He would have to buy 14,900 shares at par. He 
must have nine friends with each a capital of £1,700 to follow his lead and mvest_m the same compamcs 
to give him control. He must select nine separate managers fo~ tbes~ compames. He must see that 
each company earns £2,000 exactly. If more, the rate IS too high ; If less, then ~e loses part of h1s 
income. None of the nine companies must take any reserv~s, otherwise he loses mconw .. And each 
company must distribute the whole of its profits. Now, I tlnnk thl!t such a case would be 1m possible. 
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Mr. Hunt.] It is an ext~eme case, but is it uot quite possible for a man with £10,000 a year to 
distribute his capital amongst a number of small companies and escape a very large amount of 
taxation !-That is provided against to some extent in the Act, which leaves it optional for the 
Commissioner of Taxes to make joint assessments when companies arc owned-that is, a certain 
proportion of their capital-by the same shareholders. . 

A man can be in quite a number of small companies, where the tax 1s very much reduced !-Yes. 
But the assumption is that a man is making his investment for the purpose of the avotdance of tax. 
An ordinary individual makes his investment for the purpose of income, and when he has got his 
income he uses his brains to try to avoid the tax. 

· He is out for net income, is he not l-Yes. 
Is it not true that he will take the tax into account in fixing his investments l-That is so ; but 

the average man, when he is speculating in shares, looks for much more than a normal rate of interest. 
He expects a larger rate, and he takes the risk. 

The bulk of the companies that have been floated have been small private companies : is that 
not; &rue l-1 believe that is true. 

There have been practically no companies floated during the last two or three years with a large 
paid-up capital. I do not take any notice of a large nominal capital, because nominal capital is not 
paid-up capital. Is not that so ?-I could not tell you. I have not seen the recent figures of large
company flotation. 

You refer in your statement to a big company. You say : " Take the case of a company having 
a paid-up capital of £550,000, made up of 300,000 ordinary shares of £1 each and 2~0,000 5!-per-cent. 
preference shares." Do you know of any such company having been floated since the high graduated 
tax came in 1-No. 

So that all these big companies would have been floated before the graduated tax came in ?
I presume so. No; pardon me. Before the graduated tax came in, or before the high graduated 
tax came in 1 

Before the high graduated l>ax came in ?-Yes. 
When did the graduated tax l)ome in ?-I was under the impression that the graduated tax was 

m operation before the war. 
Mr. Hunt: Before the war it was hardly a graduated tax. H was a flat ral>e, with lower rates 

on the smaller incomes. It was a flat rate of Is. 4d. in the pound as a maximum in pre-war days. 
Is that not so, Mr. Clark 1 

Mr. Clark: No; in 1910 it was graduated, but not to the same extent as at present. The 
maximum was Is. 4d. in the pound. 

Mr. Hunt: And that was reached at a comparatively low income ?-Yes. 
Mr. Hunt (to witness}.] So that in practice, although the tax was graduated up to h. 4d. at; a low 

income, it meant that ls. 4d. was the amount paid by all companies ?-But that is more a qucst.ion 
of the jusl>ification or otherwise of having the graduation, and also a question of l>he justification or 
otherwise of having a high maximum. 

But Is. 4d. was the maximum when any of these large companies were floated ?-Yes. 
You referred to the big profit that a company would make on its ordinary shares if this change 

took place, and suggested that it would increase its dividend up to 13 per cent. Would compel>ition 
come in between those companies ?-Competition to a very large extent is governed by the law of 
supply and demand. An ordinary trading concern fixes the price of its commodities at what it can get. 

But the profit is largely fixed by competition, is it not 1-Yes. 
And competition between companies fixes the profit in very many concerns, docs it not 1-Ycs. 
If the companies were going to earn 13 per cent., would it not mean that capital would immediately 

flow into that very profitable industry ?-You are dealing now with the question of the justification 
of a high rate of tax. 

No. What I am dealing with is the ordinary fluidity of money. Is it not true that capital tends 
to leave the unprofitable inrlusl>ries and flow to the profitable ones ?-Yes. 

If companies could get a 13-pcr-cent. rel>urn, would not that be very profitable ?-In that 
illustration I was giving yon it was only on half the capital that that 13 per cent. was made. 

. ~f onlinary sh~res could earn_l3 per ~ent., would not that b~ a very pro~tab_lc _industry ?-If you 
d1s~nbute the pr~fit that I show Ill that mstance over the whole of the caJntal 1t IS not 13 per cent. 
It IS only about 8! per cent. 

l mean it; is a very profitable investment and would tend to make more money flow in that 
direction ?-·Not with a return of st per cent;. only. 

But the 8!-per-eent. return can easily be converl>ed into a much more j'rofitable one on ordinary 
sl~ares, because most companies have preference shares or debentures 1-T 1c question I was dealing 
w1th ~here was ~he question of the inequality prorluced between the classes ol shareholders, not the 
questwn of _the mcreased profit that would be available for disl>ribution over the whole of the capil>al. 

An ordmary shareholder shoulrl receive more than a preference shareholder should he not; because 
of _the risk he is taking ?-Yes, I admit that, but not to the extent that it would mean in a cas~ such us 
1>h1s. 

But do you not think that if a company could make 13 per cent for its ordinary shareholders it 
would tend to make more capital flow into that; form of industry ?-No, I am not prepared to admit 
that. 

I think it; would l-'!'he ~otal profit available in a company of this nature would approximately 
average 8~ per cent., whwh IS not an abnormal return from a company investment. · 

That Is not the average. It is a very great deal more in 'this case. It works out to very nearly 
10 per cent l-Yes. Ten per cent. is not an abnormal return for a trading concern. I do not think 
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that that is at all out of proportion when you consider that y~u can get 6 per cent. on mortgng<'S. At 
the present tnne I shonld say that 10 per cent. Is qmtc a fair return and nut an excessive return. 

C~n yot_I show me ~h~ balance-sheets of any large companies now thn.t are making 10 pt1r cent. 
on theu capital and undivided profits and reserves !-My experience of bnlnncc~slwcts is that they arc 
produced for the purpose of concealing th~ position. The amount of undisclosed information' nud 
the secret reserves in the business are so great that you cannot always go on the published figures as 
to the actual way in which the company is being run. 
. That is quite true there is ~ great deal of infor~ation concealed, but I am satisfied that 10 per cent. 
IS not earned by large c.ompames on the t~tal cap1t~l that they are using at the present time !-Do 
you not thmk that that IS the result of tradmg conditiOns rather than the question of taxation 1 

Trading conditions are now quite all right. Do you not think so 1-I do not. They are still to a 
very large extent abnormal. 

Why !-Take the trading conditions at Home and on the Continent. They are materially 
affecting the position. · 

But in New Zealand !-The conditions at Home affect the New Zealand conditions. 
But our New Zealand conditions are fairly good just now !-They are improving, but I do not 

think they are up to pre-war standard. 
In your statement you say this: " If these arguments were sound, any change in the incidence 

of ol}r taxation would have the effect, as shown by my comments on clause (c), that tho bulk of our 
taxpayers would immediately migrate to Australia." Why !-Clause (c) refers to the question of tho 
increase that must be levied on the ordinary taxpayer in New Zealand, and it also refers to the fact that 
Australia has apparently changed over to the New Zealand system. 

How has it changed 1 A flat rate of Is. in the pound is not a change to the New Zealand system !
The statement in that journal is that it is a change-over to the New Zealand system. 

That ls. in the pound is not a graduated rate. It is a flat rate. And that is quite different hom a 
graduated rate that goes up to os. lOd., is it not !-Yes; but if the statement contained in that journal 
is correct that Australia is changing over to the New Zealand system--

But Mr. Clark has shown that that statement is wrong. What Australia is adopting is a Is. flat 
rate, as against a graduation going up to 5s. IOd. in the pound !-Then, of course, my statement is 
incorrect. I was basing it on that published statement, which was the only evidence I had as regards 
the change-over in Australia. 

You admit, on what Mr. Clark has said, that it is not the New Zealand system 1-Yes. 
Why would these people go over to Australia 1-I was assuming that that statement was correct. 
You spoke about the difficulty in shareholders applying for a refund. Is it not true that 

debenture-holders now apply for a refund 1-I had on several occasions to apply for a refund of tax on 
shares issued in England and held by a trust estate in New Zealand. 

I mean, in New Zealand. Is it not true that debenture-holders in New Zealand now get a rebate 
of taxation 1-Yes. 

Is there any more difficulty in getting a rebate with respect to shares than in respect to deben
tures 1-I should say there is a great deal more difficulty, because debentures are usually issued in big 
parcels, and there is a comparatively small number of issues. They are held in comparatively largo 
amounts, while shares are held in comparatively small amounts. If I had single shares in several 
companies I would have to apply for a refund on the one share in each case. It would not be wortb 
while. On the other hand, debentures being usually held in much larger parcels, it is worth while. 
Let me ·mention my experience with the Revenue authorities at Home in connection with an 
application that I made in connection with a trust estate. The forms were sent out for me to 
comp!ete, and I completed them. They went Home and came back again. 'l'hey did the round trip 
five times, and finally the Revenue authorities accepted my original application for a refund. 'fhe 
period covered was, I think, a year. and nine months. 

That is your misfortune from living in New Zealand ; but in England they have carried out he 
practice for many years, and they stick to it 1-Yes. The position in England is that the taxpayer 
is educated to that system. In New Zealand the taxpayer is not, and you have got to commence 
educating every business man in New Zealand up to it. To do that will throw a tremendous amount 
of work on the office. . 

M1·. Clark: I should like to say that the system of refunding is avoided as far as possible on 
debentures. We arranged to allow the local authorities to pay out in full where the taxpayer made a 
declaration that his income was under £300, so as to avoid collecting and refunding again. 'l'he only 
cases in which we make refunds are where the rate varies. Where the local authority gives us a list 
of the holders of debentures we deal direct with them. So that collecting at the source and refunding 
is being departed from as speedily as possible, owing to. the irritation caused. With regard to the 
English system, one of the Committee's reports on taxat1?n some ye~rs ago coilllllented on the fact 
that the Revenue authorities at Home were three years behmd With theu refunds. 

Mr. Hunt: The system at present in force, as . I ~derstand it, is this: Say a com1mny is 
returning its Jist of debenture-holders to you, a declaratiOn IS made-

Mr. Clark: Not now. As soon as it supplies us with an authentic list of debenture-holders we 
deal directly with the debenture-holders, and they are responsible to us for the tax until they ad vise 
a transfer of the debentures. We departed as soon as ever we could from the system of refunding. 

Mr. Hunt: Could not that same system be applied to shares 1 
Mr. Clark: We would have to deal directly with every shareholder, and every shareholder would 

have to advise us of the transfer of shares. We would have to keep a record of all transfers of shams. 
As far as the Department are concerned, we are not raising any objection on that point. I just wanted 
to explain about the debentures. 
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Mr. Hunt (to witness).] Do you believe in the system of graduated tax 1-Within limits, yes. I 
think that the graduations are too high. They go up too high. I think that the present heavy tax 
on commeree is too heavy in the interests of the community. 

Why do you believe in a system of graduated tax 1 Do you think that a man with a large income 
should pay more on each pound than a man with a small income !-Of course, it is open to question, 
but it seems to me to be a universal practice. It seems to have been recognized universally as the 
fairer way of getting revenue for the State. The graduations apply as regards both land and income 
tax. It seems to be recognized as a universal custom. 

I take it you agree that a man with a large income-say, £5,000 or £10,000 a year-should pay a 
larger proportion of each pound than a man with a small income !-Yes. 

With respect to these company incomes, the companies are owned by individuals, are they 
not !-Yes, but it is the company that earns the income and not the individuals. 

But are not the companies owned by individuals !-Ultimately, yes. 
And those individuals are large shareholders and small shareholders !-Yes. 
Can you show me any difference in the graduation in the amount of tax paid on each pound 

between the large shareholder and the small shareholder !-I think you are getting away from the 
question, which is that a company is a separate entity. It is a new being. It is practically a person, 
from a legal point of view and from all points of view. It can hold land as an individual, and as an 
individual it makes profits. 

Is not the State governed for the benefit of its people !-Yes. 
And is not the whole of the State governed and controlled in t.he interests of the people them

Helves !-Yes. 
The graduated system was brought into being, was it not, because it was thought that the man with 

the large income could afford t<J pay more in the pound thari the man with the small income !-Yes. 
Is there any difference in the sacrifice made for State purposes by the large shareholder and the 

small one !-I do not think that that argnment-
I want to know. Is there any difference in the sacrific'e made for St.ate purposes by the large 

shareholder and the small shareholder !-I do not quite follow your question. 
Supposing you are drawing £10,000 a year from company shares and I am drawing £10. Are you 

s.acrificing a larger proportion of each pound for State purposes than I am !--It depends to some extent 
on how I acquired my holding. 

You have an income this year. of £10,000 drawn from companies. I have an income of £10 drawn 
from companies. Are you sacrificing any more of each pound of income than I am !-I do not think 
that that question can be answered definitely Yes or No, for this reason: that you must take into 
account how the investment arose-how you bought the shares or how you came to invest your money. 

The point is that you pay income-tax each year on your income regardless of how you acquired the 
income. You have an income of £10,000 from shares in companies. I have an income of £10. Is 
there any difference in the rate per pound that we pay on onr income !-The tax is paid by the 
company itself. 

But the company is owned by the individuals! -Yes; but the company is for all purposes, both 
theoretical and legal, a separate person. 

The State is run not for its institutions, but for its people. The institutions are for the people, 
not the people for the institutions !-Yes. 

The company is owned by people-by large shareholders and small shareholders. Is there any 
difference in the sacrifice that the large shareholder makes as compared with the small shareholder 1-
I do not altogether follow your question. 

The Chairman.] They pay the same rate of income-tax whether the income is large or small !-Yes. 
Mr. Hunt.] If you are drawing a large income from interest on mortgages and I am drawing a 

small one, you pay a larger amount !-Yes. 
But if our incomes are drawn from companies we both pay at the same rate !--Yes. 
In this 1920-21 return to which you referred approximately 68 per cent. of the total tax collected 

came from companies !-Yes. 
So that there was ~o graduation in the tax paid by the ;ndividuals as far as that 68 per cent. was 

conc~rned : they all paid the tax at the same proportiOn 1-Were they all taxed at the maximum rate ! 
. ~hat made no difference between the small and the large shareholders. So that of the total tax 

paid .m that yea_r 6~ per cen~. came from companies. Those companies were all owned by wealthy 
mdivtduals and mdivtduals with small ;mean_s. There was no spread in the tax as between the large 
and the small shareholders !-You are Ignormg the fact that a company is an individual. 

The State is not run for companies, but for individuals. You admitted that there was no difference 
between the rate of tax as bet\~een the large and the small shareholders !-Probably; but if you had 
shares m a company whiCh paid a small profit you would pay a lower amount than a man who had 
shares m a company whiCh made a large profit. 

But it is not a question between a company making a small profit and one making a large profit : 
a .company may be owned b~ small and large people, but they all pay the same rate !-But the individual 
did not earn the profit; It IS the company that earned the profit. 

The incomes were earned by individuals, and those individuals had no spread in the tax as between 
them !-I think that is too sweeping a statement. ' 

Can you show me any spread in the tax in any of those companies, as between the wealthy and the 
poor man '1-lf a wealthy man had shares in a company which made a small profit and a poor man had 
shares m a company whiCh made a large profit, then you would have an inequality; so that you cannot 
have the sweepmg statement that they both pay the same rate. 

~orne shareholders are big wealthy men and some are small poor men. There are as many large 
men rn small companies as there are in big companies. Can you show me any difference in the rates 
of tax men would pay because of their large or small holdings !-No, there is no difference. 
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The Chairman.] Is not the answer that the individual is not taxed at all!-That is so. 
The shareholders pay it only indirectly !-All shareholders in the one company pny tho same 

rate. 
Mr. Hunt.] So that .in 68 per cent. of the tax collected there was no spread in the tax taken 

from the small and the large shareholder 1-I am not prepared to say that. 
A company making a small profit may be owned by people with large incomes. The point I 

want to make is, is there any difference in the rate of tax paid by the different shareholders !
There is no difference in the rate simply because he is a wealthy man' or a largo shnrohold<lr. 

The shareholder is not affected at all !-That is so. 
. In 68 per cent. of the tax collected the small shareholder pays the same ns the big one !-That 
lS SO. 

It is true that there is no spread in the tax paid in respect of 68 per cent. of it !-There is no 
spread in the tax as between the individuals that hold the shares in a compnn.v, but that cannot 
apply to the whole 68 per cent., because one company makes a big profit and pays a big tax, while 
another company makes a small profit and pays a small tax. 

It depends upon the size of the profit. There is no difference as between tire shareholders in one 
particular company !-In each particular company, no. 

So that in 68 per cent. of the tax collected there was no spread !-In each individual company 
that is so. 

So that it only leaves the remaining 32 per cent. of the graduated tax to apply to individuals I 
-If you ignore the fact that a company is an individual. 

But a company is owned by individuals !-But they are individuals. 
It is only on the 32 per cent. that there is any spread in the tax !-No; I disagree with you, 

because in respect of the other 68 per cent. the companies are actually individuals. 
The companies are owned by individuals. You admit that there is no difference between the 

rate of tax paid by the different individuals in a company !-In the same company there is no 
spread. • . 

So that all the individuals in these companies paid the same rate of tax ?-In each part.icular 
company, yes. 

So that that leaves 32 per cent. for the graduation to apply to ?-No; because there is the 
other 68 per cent. The company is the one that earns the profit and the company is a separate 
entity. 

We admit that a company is .a separate entity, hut we are talking about the individuals who 
have the incomes: they have all the same rate to pay. It is only in regard to the 32 per cent. 
where the individuals are graduated ?-You cannot make a striking distinction in that way, because 
part of the 32 per cent. will form part of the 68 per cent., because a shareholder may be a private 
individual for purposes of taxation. 

But in the income paying 32 per cent. of the tax-no company income is included in that ?
Yes. 

What company income is included in that? On that 32 per cent. the;e is a graduation in the 
rate of tax ?-Yes. 

But is it not true that owing ·to the possibility of well-to-do men with large incomes investing 
in tax-free securities or company shares with no spread they avoid graduation 1- It might be possible, 
and no doubt it is done. As regards the tax-free securities. that is a question of policy as to whether 
the Government is just.ified in issuing them, whereas company shares are not tax-free : the company 
pays the tax. The individual does not earn the profit on which the tax is paid. The tax should be 
paid when the profit is made. . . . . . 

Say I am a man with £10,000 a year. I mvest half my capital m compames, and the mcome I 
get from that is not taxable in my hands 1-It is possible that if you invested half your income you 
might lose it. . . . . . . 

But if !'put half my capital mto compames the mcome IS not taxable m my hands ?-No. 
And you admit that I do not pay any more in the pound than the smaller shareholder !-That 

is so. 
Does not that reduce my taxable income from £10,000 to £5,000 ?-First of all, how was your 

previous capital invested ? . . 
Suppose I had it invested in loans or mortgages, whwh ~r?ught me 111 £10,000 a year, or 

supposing I had it in businesses and changed my mvestment, reahzmg .on .~Y old mvestment: does 
not that reduce my taxable income from £10,000 to £5,000 ?-As an mdividual, you reduced your 
direct income suhjeet to taxation. . · .. 

And so the effect is that in my company mvestments I get the same diVIdends tax-free as an 
individual, and I got a saving on the other investme?t ?-Yes. 

So that I am doing better out of my company mvestment ?-;--Yes .. 
Now, do you think there is any shifting of the tax-the passmg of It on to other people: can a 

taxpayer pass his tax on !-In respect of what 1 . . . . . 
. An income·tax is supposed to he placed on the md~v1~ual mcome-that a man must. pay It out 

of his own resources ?-Yes, counting a company as an mdrv~dual.. . 
It has to he paid out of his own resource~: because ?e IS paymg that tax he must not ohtam a 

larger profit out of his customers !-Theoretically that IS supposed to be the case, but take the 
question of putting a tax on petrol or tires. . . 

But that is a duty, which is always passed on. But take the ~n.come-tax, 1~ that passed on or 
not ?-I do .not think it is. Personally I have neve~ seen commochties altere? m pnce throu~h "!I 
increase in income-tax paid by the vendor. The thin~t that regulates the pnce of a commodity Is 
almost entirely competition. 
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It is competition. The taxable income of that year you referred to, when 68 per cen~. was paid 
by companies, was derived from two reservoirs of capital, one was owned by the compames and the 
other was in the hands of individuals 1-Yes. 

Now, the assessable income that paid tlie 68 per cent. was £15,341,000. The total assessable 
income that year was £48,000,000, so that taking away the £15,000,000 it left £33,000,000 taxable 
in the hands of individuals !-Yes. 

That £33,000,000 in the hands of individuals paid tax amounting to £3,200,000: it paid, roughly 
£3,000,000 in tax, while the companies paid £5,000,000. The £33,000,000 paid £3,000,000 in tax, 
while the £15,000,000 paid £5,000.000 !-Yes. 

The whole of the income returned by the companies was assessable !-Yes. 
But the whole of the income returned bv the individuals was not assessable !-That is so. 
Say a man has a few shares in a co~pany, that becomes part of the assessable income of the 

company !-No, because what he gets from the company is a dividend ; that tax has been paid. 
If a man has £100 invested in a company, that is part of the reservoir of the company, and the 

income is earned from that £100; so that no matter how small the contribution of the individual the 
income is all assessable. But in the hands of the individual small investments are exempted !-Yes. 

So that while that £15,000,000 represented the whole of the income from companies, the 
£13,000,000 did not represent the whole of the income returned by individuals !-Not necessarily. 

Well, in lllr. Clark's evidence given before the Taxation Committee he said the non-taxable 
portion about equalled the assessable income : is that not so, Mr. Clark ! 

Mr. Clark: That is so. The figures are in that statement which you have. 
Mr. Hunt: No; because this does not include all the incomes that have no taxable amount. 
Mr. Clark: No. You have the exact figures in the printed book-page 10 of the introductory 

report. 
Mr. Hunt: I want to point out the amount of the incomes returned by individuals. This 

£48,000,000 only includes those individuals who have taxable balances, but in addition there are a 
large number of incomes with no taxable balances, and which are not included. 

Mr. Clark: They are included under " Under £300" at the bottom of page ·12 of the report. 
£46,000,000 is the total income. 

Mr. Hunt: That is the total assessable income. 
Mr. Clark: It would be assessable if it were large enough. The amounts under £300 are 

included there. That includes non-taxable incomes. 
Mr. Hunt: So that the total amount was considerably more than that £33,000,000 returned by 

individuals, was it not 1 
Mr. Clark: The taxable income of that lot was £21,000,000. 
Mr. Hunt: The exemptions were much more than the taxable incomes. There was £46,000,000 

taxable and exemptions £24,000,000. 
Mr. Clark: That includes companies. You will find on page 11 of the blue-book what you are 

looking for. Persons and firms with assessable income £37,000,000, taxable £12,000,000; companies' 
assessable income £8,000,000, and taxable £8,300,000. 

Mr. Hunt.] Without going right down into the figures, that £33,000,000 of assessable income, 
qnite apart from exemptions, returned £3,000,000 of tax, and £15,000,000 from companies returned 
£.5,000,000. But owing to the exemptions that £33,000,000 of income received by individuals would 
be actually higher, probably £45,000,000 or £.50,000,000. So that the average rate of tax was very 
much higher on companies' than on personal incomes !-(Witness) Yes. 

Now, companies are run on the investments of individuals. You need not put your money into 
companies unless you like, and you need not leave it there !-If you can get it out. 

You can liqnidate your company !-Yes. 
Does it not follow that if the money in one reservoir is taxed so very much more highly than the 

money in another, no one will put hia money into the highly taxed reservoir unless he can get an 
income out of it equal to what he can get out of the other reservoir !-Yes, you use your own 
discretion. 

Would it not follow that the highly taxed reservoir must be able to pass the tax on by extra 
profits, or else the money will not be forthcoming !-No, I do not agree with that, because the aim 
of the individual, and also that of the company, is first to make profits. 

The tax must be paid by the company or passed on to its customers !-It is paid out of. the 
profits that the company makes. 

It is either a direct reduction of the amount available for dividends or else because of the tax 
they can increase their profits and pass it on to their customers !-No ; it is only the first. 

If it is only the first, does not that reduce the rate of profit that the shareholders will get out of 
the company !-The net result that the shareholders get out of the company is, of course, materiallv 
affected by the tax paid by the company out of its profits ; but it does not necessarily mean that tl;e 
compa~y. is able to pass on the tax to the customer, because both prices and profits are regulated by 
competition. 

We will admit that, but if it pays out of its profits those high taxes, does not it reduce the 
profits !-Yes; but at the same time a company operating on a large scale can earn a greater 
proportion of profit owing to ita facilities with the large amount of money available than an 
individual can with a smaller turnover. 

But would not the profits be larger if there were no tax !-Yes. 
And the dividends would be greater !-Yes. 
And would not that mean that more capital would flow into that industry run by the company!

But that opens an avenue for an individual to go into the same business. 
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. . ~ut are there not !''any industries. that arc so large that they are beyond the capacity of nn 
md1v1d~al t-o run 1-lt IS more a questiOn of the development of industries, to commence with. . 

Is 1t not true that many industries are so large that they must be operated by companies !
Now, yes. 

You think it is true that a company pays the tax out of its own profits !-Yes. 
Therefore the payment of the tax reduces the dividend, and makes those industries not so 

desirable from . an in':'estment point of view as they would be if the profits were there by reason of 
the tax n~t bemg pa1d: would not that affect the flow of capital to those industries !-I think you 
are assummg that a large company comes into being straight away--

! am not assuming that at all. Is not it the case that if an industry is pretty profitable more 
capital will flow to that industry !-Yes. 

If you reduce the profits by taxing it heavily, less capital will flow to it !-Yes. The more 
profitable the return, the more people will invest in it, and the more competition will he created. 

And the result of that greater competition will be to reduce the margin of profit, until the 
extreme profit is not made 1-Yes. 

If a flow of capital reduces the margin of profit, then if you take away capital from it the margin 
of profit is widened, is it not !-Nor necessarily. 

Competition is lessened, is it not 1-Yes. 
Does not that nearly always mean a widening of the margin of profit !-Not necessarily. 
But it generally follows 1-I am not prepared to admit that, because I am not sufficiently 

acquainted with that phase of the matter. 
Well, do you not think it reasonable that if competition is reduced the margin of profit should he 

widened !-I will admit that when competition is increased the margin of profit is lessened, but it 
does not necessarily follow that immediately competition is lessened the margin of profit is increased. 

If the margin of profit is increased by reason of stopping the flow of capital to an industry, is not 
that " passing it on" to the customers !-If it eventuates. 

Do you not think it probable it will eventuate !-No, I do not think so. It is not probable. It 
is possible. . I do not think the reverse is so true as a general thing as that when you increase com· 
petition you decrease profits. I do not think the reverse is so true-that when you decrease competi
tion you increase profits. Competition does not decrease if profits are going to increase. 

If you have profits, we will say, of 10 per cent., that 10 per cent. is sufficiently good to attract 
capital to flow to the industry and increase the competition, is it not !-Yes. 

· If by reason of taxes you take away, as you are doing now, nearly one-third, or say 3 per cent., 
you reduce the profit to 7 per cent. !--Yes. 

Well, that is not sufficiently good to attract that capital, is it !-No. 
Would not the effect be that competition would be reduced in that industry that is ouly earning 

the 7 per cent. !-I do not think that that can be altogether argued, because no business, practically, 
confines itself to one particular line. When you get competition, the business that comes into being 
iR in competition with businesses that have other avenues of profit. There are very few companies 
or individuals that are actually deriving their profit from exactly the same source and no other 
source. 

Take coal companieR, freezing companies, woollen companies : they are all doing the same line 
of business, are they not !-Yes. 

If a company in a particular line of industry is earning 10 per cent., you admit that that is 
a good earning and it would attract competition !-Yes. 

And that competition would result in reduced profits !-Yes. 
If the State suddenly steps in and says, "We are going to take 3 per cent. of those profits and 

reduce the earnings to 7 per cent.," will not that have the effect of reversing the flow of capital! No 
more capital would go into it, and a certain amount might go out !-In what way can the capital 

get out 
1 

· 'd · · · · ted · 't ~ B t th · t · th t th · f th By hqm atmg a certam portiOn mves m 1 .- u e pom 1s a e carrymg·o'.' o e 
companies or the individuals is regulated by the industry, by the amount of work and tradmg that 
is available in that paJ"ticnlar line. 

That is so !-Whtn )\ ~ get your competition reducing _Profits, there. ~re '!"o.re people trying to 
get the business. The bus•ness is always there. The tradmg potent1aht1es m 1t are always th_ere 
in a particular line. They may be developed or reduced to so~e e;ctent, but when yo~ get a reductiOn 
in profits through competition it is d~e to the fact that more mdividuals a~e competmg for the same 
business, and they offer more attractive terms to the person who has ~u.smess to o_ffer them. 

That is to say, the margin of profit is reduc~d !-Yes, w~en competitiOn comes m. 
And when competition slackens the margm of pro.fit IS not red~~ed !-It depends on what 

produces the slackening of competition. Is the slackenmg of competitiOn the direct result of the 
narrowing of the margin of profit ! . . 

If the margin of profit is reduced, i~ th~ long-run that IS rega~cled ?'s. an 1mprofitable hne
1 

of 
business and capital ceases to flow towards 1t-m fact, gets away from 1t unt1l1t becomes profitable.-
To some extent, yes. . . 

I think I have got to this point: that you adn_ut ther~ IS no spread on 68. per cent. _of the tax 
collected, and that on the other 32 per cent. it is qmte possible for the _People w1th larger mcomes to 
reduce their taxation by selecting investments that pay less. than maximum rate; further, that. we 
have aot a certain section of industry that is taxed very heavily, and that must mean a flow of capital 
away from it. I do not think it is any use my going any further. . . 

Mr. Weston.] Would you say that a really first-class freehold secunty was as good an mves_tment 
as, say, 4! per cent. tax-free bonds from the point of view of safety! Would you say that •t was 
equally safe 1-No. 

9-B. 5. 
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Supposing I want you to invest £10,000 for me in 4!-per-cent. Government bonds, could you. tell 
me, roughly, what my annual income would be from that investment 1-At the present market priCe 1 

Yes. Would it be, roughly, about £460 a year !-Yes. 
What could you get me on reslly first-class freehold investments for my £10,000--what annual 

income !-About 6 per cent. · 
Could I take it that for all practical purposes my capital would be absolutely safe !-Not so safe 

as in a Government security. 
But what margin would be practically the aame ! What would you allow for insurance ! Would 

you allow ! per cent., or what !-Do you mean on buildings or broad acres 1 
I do not care. I am coming to you and asking you to invest my money and not lose any of it !

Then I should aay stick to 4!-per-cent. 
If you get a tax-free i?-vestment, ar~ you going to g~t that tax-free investment at such a price 

as will give you the same mcome as an mvestment that IS subject to mcome-tax 1-No. You w1ll 
always get a wsser income for the additional margin of aafety. 

You do not follow me for the moment. If you are buying a tax-free investment, will you not 
have to pay more for that tax-free investment than for an investment that is subject to income
tax 1-Yes. 

Take that clause (X') in the majority report of the Taxation Committee: Is not the essential 
weakness of the argument set out there this : that you can get the same annual income from the invest
ment of the same principal sum in tax-free investment.• as you can get from investments subject to 
income-tax 1-Yes, I agree with you. 

Supposing I have £10,000 and I invest it in really first-class freehold security in which I can get 
50 per cent. margin at 6 per cent. That gives me £600 a year. Supposing I invest in tax-free bonds, 
I ouly get £460 a year. So if I have to pay 5s. in the pound income-tax on £600 it will leave me with 
a net income of £.150. If I invest in tax-free bonds I also get about £450 1-Yes. 

So it works out at the same. I think we put it in our minority report very clearly. I do not 
know whether you agree with this paragraph (k) on page 9 of the report: " The rate of interest 
prevailing in every country depends upon the amount of capital available therein for investment as 
compared with the strength of the demand for it. The average rate of interest required for capital 
in each branch of trade or industry tends to be the same after allowing for an additional percentage 
to cover the differences in the risk involved in each trade or industry " 1-Yes, I agree with that 
absolutely. · 

So that if you have an advantage in one investment being free of income-tax a man investing 
in that will have to pay more for it 1-Yes. 

With regard to that case you gave showing the injustice that will be worked between preference 
shareholders and ordinary shareholders. Your point there is not that the company would be making 
an abnormal profit, but that there would be an unfair distribution between the preference shareholders 
and the ordinary shareholders 1-Yes, that is the main point I was making. 

With regard to Mr. Hunt's last point : Income-tax, in your opinion, is not passed on by com
panies 1-1 do not think it is. 

I notice this passage in the majority report dealing with freezing companies, and this was written 
two years ago : " In the case of freezing companies it is quite clear that the whole of the taxation 
must of necessity be passed on, and will ultimately reach the producer. Generally speaking, the 
freezing industry can only be carried on by companies bearing the maximum amount of taxation, 
and this is reflected to the full extent in the freezing charges." What has been the experience of the 
last two years with freezing companies 1-A small freezing company was formed in Oamaru to take 
over part of the New Zealand Refrigerating Company's works on the principle of mutual co-operation 
among the farmers--the producers--and as far as I can see the income-tax they will be called upon 
to pay for many years will be very small. 

So you are quite satisfied that, as regards the income-tax on companies, the assumption made 
in that pamphlet that you quoted, issued in 1921, that of necessity the whole of the income-tax is 
passed on to the consumer is quite incorrect 1-In my opinion it is. 

And you have had a good deal of experience, I suppose, with companies 1-A considerable 
amount. 

lrlr. Shirtcliffe.] I notice that in your statement you suggest that the tax on debentures should 
be made to coincide with ordinary taxation 1-Yes. . 

How would you deal with the past issues of debentures 1-The issues in which the company has 
agreed to pay the tax 1 

Jl;tY past issues that have been put out over the last twenty years, if you like 1-1 would bring 
those m too. 

Would not that be a breach of faith with the investors who took up those debentures 2 How 
would you view that 1 · 

The Chai~an.] The Legislature ~s never pro~sed that it will not alter the tax. It is only 
where the J,eg~slat~re has comm1tted 1tself that you would commit a breach of faith. If you were 
to tax debentures 1ssued tax-free, that would be a breach of faith ; but an alteration of the rate 
would not be a breach of faith. The investor knows that he takes the risk of having the tax altered 
every year. 

lrfr: Shirtcli.f[e.] Just the •arne as an hotelkeeper who pays an annual licen·~ takes the risk of 
not haVIng that hcense renewed !-Yes. 

You take that view, then, that the investor who invested in debentures ought to have realized 
when he made his investment that he was taking the risk of the tax being raised 1-yes, to some 
extent, ll11t as regards the debenture-tax, it only affects the large income-tax payer-the aaving 
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that is mad.i-because under the last Act you are entitled to a rebate if you are paying at a higher 
rate than you would be if your debenture interest were brought in for assessment. You are entitled 
to a rebate fro!!' the Department. The flow of capital to debentures from the bigger companies to 
some extent has been deliberately made with the idea of avoiding tax, and I do not think these 
people's efforts to avoid tax deserves much consideration. · 

Where companies have agreed to pay the debenture-tax-you know there have been laFgc issues 
on that basis 1-Yes. , 

I am rather referring to cases where investors have put their money into dcbentums-either 
local body debentures or company debentures-and they have to pay the tax. You would not 
consider it a breach of faith if the tax was raised on them 1-No; because it would only affect tho 
very large holders of debentures, and these very large holders are always alive to the fact that the 
incidence of taxation must be varied to some extent. It would not affect the small holder. 

Towards the end of your statement you make this suggestion: "Abolition of land-tax as a 
means of raising annual revenue, and putting on a special tax for the purpose ouly of prevontintz 
undue aggregation of land and to burst up any large holdings that can profitably be subdivided." 
And you go on to aay : "As I understand it, this was the original intention in the introduction of 
land-tax, and its incidence is such that it acts inequitably when considered as an annual charge. 
Necesaarily a land-tax must be imposed to take effect on a certain day and hour-at pre•ent it is 
12 o'clock noon on the 31st March in each year. The charge cannot be subject to apportionment in 
any way, and it works ont in practice thus: If a man buys land on the 30th March he pays land-tax 
on it, but if his purchase is not made until the 1st April he escapes tax. That is clearly inequitable 
and its nature is such that it is practically impossible to avoid it, more particularly as a reasonable 
method of apportionment of a graduated land-tax has yet to be suggested." Does not a man, when 
he is buying a farm, take into account the land-tax he will have to pay and fix his buying-price 
accordingly 1-To some extent. 

The Chairman.] He would know that he would make himself liable to tax. He would realize 
that, would he not, and take it into consideration in fixing the price he agreed to pay ?-There you 
are taking into consideration the investment of a capital sum as being portion of an annual amount 
that is payable to the State. 

Mr. Shirtcli.ffe.] But take your point that if a man buys on the 30th March he pays land-tax 1-
Yes. 

But if he buys on the 1st April he does not pay the land-tax for that year 1-Yes. 
My suggestion is that if he buys on the 30th March he takes into account in his buying-price the 

tax that he will have to pay 1-I do not think so. In practice the question that confronts the buyer is 
whether it is a desirable property, and this question of land-tax docs not materially affect the price 
that he pays for the property. It may affect his decision as to the purchase of the property if his 
graduated tax is to be very largely increased. But actually, as regards that particular investment, 
I do not think that in practice this question of the payment of that particular land-tax enters into it. 

He shuts his eyes to it 1-Yes. I have seen numbers of instances of that. They ignore it for 
practical purposes. Here is a farm of a certain acreage ; what is it worth per acre 1 That i• what 
is asked, and the question whether the purchaser is going to complete the ssle on the 30th March or 
the 1st April is generally ignored in practice. I have seen numbers of instances of that. I have 
known cases where the purchaser has agreed with the vendor for the apportionment of all rates and 
taxes. He has completed the sale, and then he has found that one of the parties to the contract has 
got to pay the land-tax, and that cannot be apportioned. 

You can ouly attribute that to short-sightedness on the part of the buyer 1-Yes; but I do not 
think that it enters into it much in practice. 

I understand that you are in favour of the abolition of the land-tax entirely, except an aggregation 
tax?-Yes. ' 

Have you any suggestion to make as to how a special tax could be put on for the purpose of 
preventing aggregation 1-Yes. The land-tax should only commence at a ce~in figure on all 
properties. Or, if you wish to exclude town properties, put it on the rural properties for the purpose 
of bursting up farm properties where they are suitable for closer settlement. 

Would you make that a graduated tax 1-Yes, if it is to be for the purpose of bursting up 
estates, most certaiuly, because it wo~d have that effect. . . . 

Apart from the question of bursting up estates, would you consider 1t reasonable _and fair to tho 
whole community that a man who holds, say, £100,000 worth of land should pay a higher rate than 
a man who holds £5,000 worth ?-If the tax is imposed solely for the purpose of bursting up estatl!s, 
yes. I would advocate that the land-tax be used for that purpose and '!ot directly for the purpose 
of returning to the Government an annual sum for reven_ue purpose•: 

I think I see your point, but apart from the questiOn of burstmg up estates, you would have a 
fiat rate of land-tax above a certain minimum, whatever might be fixed 1 You would have a flat 
rate 1-No ; a graduated rate, because the graduation would make more practicable the bursting-up 
of the large estates. · . 

Mr. Begg.] What you would like is that the exe':"ption ~hould be raised matenally 1-Yes. 
And otherwise it should be left as it is ?-That IB what It amounts to. . 
Mr. Shirtcliffe.] Have you any suggestion as to the extent to which the exemption should be 

raised 1 At present it is £500 1-It is very slll8ll. . . . 
Have you any suggestion as to the extent k which ~he exemption should be raised 1-No. It 

would take a great deal of investigation before a fair baslS could be arranged. I have not had the 
figures available to go into that question. . 

To revert to this question of bursting-up estates, I suppose. there are comparatively few large 
estates now that call for bursting-up, are there not !-I do not think so. 
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Has not the graduated land-tax had ita effect already as regards the bursting-up of estates !-'l'o 
a very large extent. 

Then, we may say perhaps that there is not nearly the same necessity now for a bursting-up tax 
that there was some years ago !-Of course, you still have the necessity for the prevention of re
aggregation. 

'l'hen, you would advocate the maintenance of the graduated land-tax for that purpose !-Yes, 
for the purpose of preventing aggregation. 

But the starting-point would require a good deal of investigation 1-Yes. It would depend to 
a very large extent on the class of country you were dealing with. 

Then, I notice you make some reference to the inclusion as a taxable profit of any profit made 
on the sale of land purchased within, say, twelve months of such sale: is it not a fact that already 
lands that are dealt in for profit are subject to taxation !-Yes, if purchased for the purpose of resale ; 
then your profit is taxable. But take the average farmer. He sees a good property and pays, say, 
£5,000 for it, and within a short time an agent comes along and brings a man who is prepared to pay 
£6,000 for the property. The farmer sells and pockets his profit of £1,000 and pays no tax on it. Is 
not that so, Mr. Clark 1 · 

Mr. Clark.] That is so; intent is very hard to prove. 
Mr. Shirtcliffe.] You would provide that he would have to pay the tax on his profit if he sells 

within twelve months of purchase !-Yes. 
As to the levying of land-tax, you want a graduated tax above a certain starting-point 1-Yes. 
I think the question of the passing-on of income-tax has been thrashed out pretty well, and I do 

not want to labour the point. I suppose you would believe in this suggestion that trading concerns-
not monopolies but ordinary trading concerns--buy and sell to the best advantage. They make 
all the profit that the market conditions will give them from time to time, quite irrespective of the 
income-tax they may have to pay in the future-much or little. At the end of the year they have 
so-much profit 1-Yes. 

They know that they have to provide tax for the Government, and if they are wise they will 
put a reasonable proportion of their profit to reseve for the payment of tax !-Yes. 

Would you agree that that profit has been made quite independent of any question of income
tax !-Yes. 

If there were no income-tax the profit would still be the same !-'l'hat is my opinion. 
Now, in your statement you refer to a company making 13 per cent. I understand that this is 

just an illustration, but is it an illustration that would be likely to be met with in actual practice ! 
You take the case of a company which makes a profit of £48,000 and pays in dividends to ordinary 
shareholders £21,000 ; then if the incidence of taxation were altered the ordinary shareholders would 
receive 13 per cent., subject to taxation. But in actual practice do you think that would work out! 
I want your views. ·Do you consider that in actual practice that would work out, remembering that 
individuals invest their money in companies in order to obtain actual dividends !-Yes. 

In most companies, if they had the opportunity would they not continue to pay out a reasonable 
dividend of, say, 8 per cent., and place the difference to reserve !-In practice that has been done. 

Therefore the removal of taxation from the company would enable it not necessarily to pay 
increased dividends to the shareholders, who would, for the time being, not, therefore, benefit by 
increased dividends, but the company would only add to its resources for the future benefit of the 
company 1-Yes. 

In the meantime the shareholders might wish to sell out, and would not receive the dividends 
representing the full profits made !-To a large extent that is so. 

So that it does not necessarily follow that the individual would benefit by the removal of the 
tax !-No; but my illustration was given to show the possibilities. The preference shareholder 
usually buys to get a certain specified rate of dividend ; the ordinary shareholder takes up shares 
with _the idea of getting w~at is left. In the one case you go for a certain specified anoual return, 
and m the case of the ordinary shareholder he goes for the chance of getting a bigger return but 
possibly gets a smaller return. I was dealing with the amount that was not available for distrib~tion 
in order to show how a change in the incidence of taxation would affect inequitably the different 
classes of shareholders. 

But as a matter of practice, with companies who are always looking ahead to the extension of 
their businesses, do you think the individual shareholder would derive benefit in .the immediate 
future from a change in the incidence of taxation! Would not rather the company be led to 
strengthen its resources for future needs, and ultimately for the benefit of the shareholder if he 
continued to be a shareholder!-Yes; but in actus! practice it works out that, if a company co~tinues 
to make good profits, in ilistributing dividends it waters ita stock. This watering of stock usually 
goes to the ordinary shareholder and not to the preference shareholder. . 

That is, if the shareholder continues to remain a shareholder until the stock is watered !-Yes. 
~ou have evidently bad considera?l~ experience in han_dling balance-sheets: can you tell me, 

speaking generally, whether company diVIdends are substantially less to-day than they were in pre-
war times !-1 am not prepared to say. . 

'Yould you consider that, generally speaking, companies are still paying fair dividends !-Yes, 
speaking generally. 

Of co':'rse, we know that th~re are exceptions where companies have not been paying dividends, 
but you_ mt_ght agree that that anses from losses that they have made quite independent of taxation !
Yes, qmte mdependent. 

Have any in_di~ations come. under your notice that compa_nie~ are unable to pay the tax and also 
pay reasonable diVIdends to then shareholders 1 -Due to the mCJdence of taxation-not to my know
ledge. Not because of the tax, but it might be because of the trading-conditions. 
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What would be yow: view 118 to the effect of removing the tux from companies to individuals ou 

the profitB of the larger companies : would their profitB be inerea•ed, or do you think that the com· 
petition between the companies would absorb the relief obtained by the shifting of the tux 1 Would 
the larger companies make more profit, or would the force of competition absorb that extra profit 1-
The change to some extent would be gradual. For several years they would make the •amc profit., 
and consequently have a .larger amount available for distribution becau.e the company would be relieved 
of paying ita proportion to the Government. The amount would be approximately the same, but the 
whole of the amount would be available for distribution, whereas part of it is now payable to tlw 
State. It would increase competition to some extent, but the change would be wadual. 

What do you consider would be the ultimate effect upon the samll trading coneerns-imlividuals 
and small private companies-of the competition of those larger compani<•s if they wer•• r.•lieved of 
the income-tux 1-I would certainly think it would have the effect of facilit«ting tlw formation of 
combines and rings and the squeezing-out of the small man. 

You think that the small traders-both private companies and individuals-would be at n gn•at 
disadvantage 1-Yes. 

I think Mr. Hunt asked you whether you believed in the graduated income-tux 1-Yes. 
I think you agreed 1-Yes. . 
Would you say that the necessity for the graduated tux depends upon the necessities of the 

country 1-Yes. 
It is becau.e such a large amount requires to be raised for the needs of the country to-day that 

the graduated tux is enforced to such ail extent 118 it is !-Yes; and, further, if you chang<•d tlw 
incidence of taxation, and the country was so unfortunately placed that it had to raise such a large 
revenue again, it would have a remarkable effect upon the taxation of the individual. 

If the incidence were altered, what, in your opinion, would be the effect on the pres••nt inrli vidual 
taxpayers 1-If the State were faced with the necessity for raising a large amount it would practically 
squeeze the individual out as a trading unit and leave only the big companies. 

But that is not my point. Under present conditions there is still the necessity for the graduat<•d 
tax. If the incidence were shifted from the company to the individual shareholder, what would be the 
effect upon individual taxpayers generally 1-The Commissioner has answered that in his statement. 

But I want your view 1-I agree with the Commissioner's view. 
Mr. Hunt.] Which Commissioner !-The Commissioner of Taxes. On page 9, Minority lwport, 

it says : " The Commisoioner of Taxes gave evidence that the proposed change in the incid•nce of 
company taxation would mean that the rate of income-tax on all taxable inconws of individual• 
between .£300 and £2,000 would have to be at least doubled." That is a quotation from Mr. ('lark'• 
evidence. 

Mr. Shirtdiffe.] Mr. Hunt asked you whether you agreed that the companies arc owned by in
dividual shareholders. As a matter of fact, can they exercise any power as owners individually 1 
Are they not simply voters 1-Yes; and in practice it works out that the directors do what they like 
with the company, and the individual shareholders have no voice at all. 

So far as the actual management of the company is concerned, and the handling of the asset•, 
except in the case of liquidation, would you consider that the individual shareholders are the owners 
of the company 1-No. 

Coming to the question of the small shareholder and the large shareholder in a big company, the 
small shareholder put'l his £500 into the company in order to obtain what he could not possibly get 
in any other way, I suppose.1-Yes. . . . . . . . 

Becau.e his small amount of £500 Will be utilized m conJunction With the larger amounst 
contributed by the wealthier shareholders !-Yes. 
_ And it is really the assistance afforded by their large blocks of capital that enables his £i".JOO to 

get a dividend !-Yes. 
Well, they all receive the same rate of dividend, whet~er it is a low ?r a high ?nc 1-Yes. . 
Do you consider that the small shareholder has anything to complam about, m!lBmuch as he 1s 

getting the same rate of dividend an h~s money"'! the large. shareholder, knowing th~t he could not have 
obtained that dividend if he bad not mvested h1s money Ill the company !-That 1s so. 

Would you consider that ?e bad an~hing ~ <;"mplain about 1-No. 
That is, you do not cons1der ther~ 1s any IDJ_U8tlce, as between the large and the small share-

holder, in the present method of assessmg compames 1--:-No. . . 
After what you have said, I presume I may take 1t that all profit-earnmg un1t'1 arc at present 

qnite fairly treated by the gradua~d baslB !-~es. . . . 
Now there is ju.t thU. one pomt. A man mvcst'l Ius money m a company because he tlnnks he 

can do ~tter in that way than by handling the money himself. He is attracted to a comvany by the 
rate of dividend that he thinks he can get from it !-Yes. 

And the attractiveness of that rate af dividend mu.t be governed by the rate he can get 
out'lide 1-Yes. . 

And it follows that he does not go into the company unless he feels he will do better by so doing 
than if he tried to.obtain interest on his money outaide 1-Ye~. . .. 

Mr. Begg.] In your evidence you stated that a compa~y Is really an _md1v1d~! 1-Yes. . 
But I suppose you would admit that in certam very Important particulars 1t H totally d1ffcrent 

from an actual individual 1-Yes. 
Take one particular: an individual with small capital is comparatively poor and an individual 

with a great deal of capital is rich 1-Yes. . . . . 
But that does not apply to companies, -does 1t 1-It depends upon the pomt of VIeW from winch 

you look at it. 
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A company with small capital may be very rich, and a ~mpany ~th large capital may be very 

poor: that is the cll.'le is it not l-It depends upon the defimtwn of capital. If you take capital as the 
surplus of assets over liabilities-- . . . . 

Take earning-power. Take a company With £10,000 or £20,000, which,, we Will say, IS a small· 
company but if it is earning 50 per cent. it is not a poor company, though It may be smalll-Yes; 
but you ~ould not call an individual having £10,000 a small man. 

A man with £1,000 a year would be comparatively poor !-No; he is out of the stage for the 
·8 pecial exemption of £300, so that the incidence of taxation recognizes him. 

But I mean a man with a capital of £1,000 not an income of £1,000. A man with £100,000 would 
be a rich man !-Yes. 

But in that respect yon cannot compare companies with individuals; they are different. A 
company with a small capital may be rich !-Yes. 

Is that not one respect in which companies are quite different from individuals !-There is a 
distinction to some extent. But take a man with small capital ; he may have a large earning-capacity 
through his ability, and he becomes a wealthy man; whereas a company may have a small capital 
to start with and is exploiting some individual process and so becomes a wealthy company. In that 
respect they are similar. 

But what is the justification for graduating the tax upon companies according to the amount of 
income !-For the same rell.'lon that you graduate the individual according to his income and not 
according to his capital. 

Take the small company which is earning 50 per cent. on its capital : that is a very rich company 
from an investing point of view !-Yes. 

Another company with a huge capital may be earning only 3 per cent. : that is a poor company 
from an investing point of view 1-Yes. 

Why should the one pay a smaller tax than the other !-To some extent that is parallel with the 
individual. Take the professional man without capital. A man may have a large capital and pay a 
high rate of tax. Take an investor with a large amount of capital sunk in Imfortunate investments ; 
he pays a small rate of tax. In that respect the case of the individual is parallel with that of the 
companies you referred to. 

But in that case the one with the small capital and the large income pays the high graduation 1-
The graduation is based entirely on income, irrespective of capital. 

Talking about limited liability companies, take one earning, we will say,. a very large return-say, 
25 or 50 per cent., as against another company with large capital that is ouly earning 3 or 4 per cent. : 
what is the justification of taxing one lightly and the other heavily 1-I think that the position is 
parallel with that of individuals. Individuals may have a similar amount of capital aud qnite a 
different earning-capacity, and their tax is in proportion to their income in each case, the same 
as with companies. 

Is it not the case that the individual can hardly get into that position 1 The individual with 
£100,000 will not get interest on it unless he absolutely moves away the capital altogether. He will 
not have income to pay it on; but an aggregation of capital earning a very small return pays the 
maximum tax 1-That is more a question of the unfortunate investment of that individual, I take 
it, than a fault in the incidence of taxation. The individual takes up his sharos with the idea of 
getting a good return from his investment. If he fails to get that return it is his misfortune. It 
is not so much a question of the company being penalized by the rate being levied at a graduated 
scale on its income. 

The misfortune in );he case of an individual would result in his paying little or no tax, but the 
misfortune of the company is penalized to a large extent so long as it earns an income 1-Yes. 

You think the cases are quite analogous !-To a large extent. I think that the taxation of income 
from the point of view of the unit that earns the income is the soundest b•'6is. 

Then, you think that companies should be treated entirely as inllividuals for taxation 
purposes 1-Yes. -

At the end of your statement you suggest that "to arrive at the graduated rate for income-tax 
all forms of incom~ be incln?ed~share. divi~ends, tax-~ree debenture interest, and so on." . You say 
that the company 1s the entity, 1s the mdividual, and ts to pay the tax; and yet on that mcome in 
other hands you propose to impose another tax 1-No. My proposal is that you should include your 
share dividends and tax-free interest for the purpose of getting your graduated rate, which would 
only be levied on the taxable income, not on the tax-free income. 

But if you claim that a company is an individual for this purpose, that income is done with ; it 
has paid its tax, and it is finished with 1-Yes. 

But now you propose to add it on to other income in order to put a higher graduation on the 
income of another individual altogether 1-Yes. 

Why should you add an income from one individual and put it on to another to increase his 
tax 1-It comes back to the question of the justification or otherwise of a graduated tax; but in a case 
like that I consider that the taxpayer in receipt of taxable and non-taxable income is able to pay at the 
graduated rate on that portion of his income which is subject to taxation. 

Of course he is able to, but why should he have to 1 That income has already been taxed on a 
graduated scale in the hands of another individual1-I do not agree with that, because this is ouly a 
portion of what has been taxed. ' 

But it is not his. The individual that earned it has already paid the tax on it 1-Yes, and I propose 
that the ultimate recipient of this should not pay the tax on it. 

It is practically the same thing. You use that to put up his graduation on what is left 1-Yes. 
Because you recognize that the company-tax is not giving you a proper graduation on private 

incomes 1-No, that is not the reason. 
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What is the reason 1-The reason is that he is in a position to pay it. 
That is hardly a reason !-The same thing applies to the justice or otherwise of a araduated tax. 

The man with a large income is deemed to be in a position to pay more per pound tl~n the man in 
receipt of a small income. . 

But that part of his income has already paid the maximum 1-That part, but not the r<mmimler. 
Take the case of a taxpayer who has a total income of £3,000; he draws £2,000 of that from 

dividends and £1,000 from dther sources. Presumably the company he has invested in has paid 
~aXJmuln tax, whiCh would mean some £580 probably. At present he would only have to pay his 
mcome-tax on £1,000 1.:....Yes. 

About £60: From his earnings income-tax has already been paid by the company 1-The 
company's earnmgs. 

It is his earnings after he gets it, and the tax has been paid beforehand. My point is that in that 
case that total income in the company's hands and his own under these circumstances will pay a !(feat 
deal more than the highest maximum gradu!'ted tax 1-I do l)ot so regard it. You take that particular 
company. He may get £2,000 as the dividend. Actually his proportion, if you divided all the 
available profits, might be considerably more. The dividend he receives, to my mind, cannot be 
regarded as having paid tax itself. It is what is left over after tax has been deducted from the 
company's earned profit. 

That is profit that comes to him, that £2,000 !-Yes. 
You do not regard that as having paid tax 1-No. 
Well, why not tax it again 1 You do regard it as having paid tax, surely 1--
The Chairman: Tax has been paid in respect of it by the company. That particular income 

~as not paid tax, but tax has been paid in respect of it by the company when paying on 
1ts total profits. . 

Mr. Begg.] Yes, that is what I mean. Tax has been paid ; therefore you do not want tax 
collected again from that particular man, but you want that to be used to raise the graduation on 
the balance of the income 1-Yes. 

Why 1 Is not that practically collecting tax again !-I do not so regard it. 
It seems to me the distinction is a little difficult. The total tax paid on that £3,~we will say 

£3,500, because tax has been paid in respect of it altogether; but the total income-tax paid in respect 
of that individual's income will certainly be greater than the graduation on £3,000 if it is paid straight 
out, will it not 1-I do not qnite follow you, but I think that what you say is correct. You are 
assuming that the company has paid tax at the scale of £10,000 and the individual, we will say, 
would pay at the scale of £3,000. Naturally with the graduated scale he would pay at a higher rate 
on £10,000 than on £3,000. 

But the total tax collected will be greater than the graduated tax on an income of £3,000 !-Yes, 
if it is at a. higher graduation. 

If the company paid on the maximum grade !-Yes. 
So that more income-tax than a £3,000 income ought to pay will have been paid on that particular 

income !-I do not quite follow that. 
Mr. Clark: That would depend on bow the thing was calculated. If you gave credit for the 

amount of the tax paid by the company, it could not be more than the maximum graduation on the 
man's total income would bring. 

Mr. Begg: The recommendation made is that " to arrive at the graduated rate for incomc~tax 
all forms of income be included-share dividends, tax-free debenture interest, and so on." 

Mr. Clark: But that implies, as is done in all those cases, a credit for the tax already paid. 
It is applying the principle that we apply to the land-tax now. That I take to be Mr. Finch's 
proposal-that we apply the same principle to the income-tax that we apply to the land-tax in the 
case of joint ownersip. It would merely ensure that the man would not pay less than the rate that 
his total income would produce. 

Mr. Begg (to Witness).] But does not this rather interfere with your theory of the company as an 
individual 1 If it is a separate individual you have nothing more to do with the income from it. 
You tax it, and that is the end of it !-As regards taxation on an income, yes. 

You have repeatedly said that the company is an individual !-Yes. 
If you tax an individual income, is not that the end of it as far as that income is concerned 1 

Are you not vitiating the principle that a company is an entirely separate entity when you make that 
recommendation !-I do not think so. 

The Chairman.] Yes, it is a departure. For the purpose of paying income-tax on the profits you 
treat the company as a separate entity. But when you come to the question of the graduated tax on 
the shareholder's private income, for the purpose of that graduation and for that purpose only, you 
treat his dividends as part of his income !-That is so. 

The Chairman : It is inconsistent. There is no doubt about it. 
Mr. Begg.] It is inconsistent. That is the point I want to establish. Is not this inconsistency 

being advocated because the graduated system has been vitiated by company-taxation 1 Is not this 
an attempt to get back partially to individual t":xation-to get ba~k to the proper principle, which ~·as 
been vitiated to some extent by company-taxatiOn !-I do not tlunk so. The questiOn of graduatiOn 
hinges to a large ~xtent on what the maximum a~ounts to. .I think t~at the ma:"im~~ amount is at 
present too high m the inte~ests of the com~ere~al commumty; ~mt 1f graduatiOn IS JUStified, then 
.the fixing of the maximum Is absolutely arb1trary. You are commg down to the questiOn whether 
graduation is justified or not. . . . . 

No. What I am getting at IS this: You are proposmg not to deal w1.th a company as an 
individual now. Your proposal in that particular instance is not to treat it as an individual, but as 
something else, as producing an income which is not finished with at that point at all, but which is 
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going to be used in individual income returns later on in order to eJ<tract a higher graduation on the 
income of another individual. You propose to treat the company as an individual for one purpose, 
bnt not to treat it as an individual for another 1-To some extent. 

Is not your reason for doing that that you see the iniquity of treating the company as an 
individual1-No. _ 

Mr. Clark: It is a concession to a sentimental objection. That is all it is-a. concession to a. 
sentimental objection raised about the large shareholder. It is quite inconsistent, but it is a concession 
to a sentimental objection. 

Mr. Begg: It is quite inconsistent 1 
Mr. Clark: Yes. 
Mr. Begg.] I thought it was, but I just wanted Mr. Finch to say so. I think you agree, 

Mr. Finch, that to some extent it is inconsistent 1-To some extent. 
You made some reference to the inequity of altering the system of taxation, the effect it would have 

on preference shareholders and on ordinary shareholders, and so on. Were not many of these 
preference shares taken up when income-tax was a negligible factor-when the maximum was 
Is. 4d. in the pound 1-Yes. 

Now, the holders of those shares have been getting a tremendous advantage all along, have they 
not 1-Yes. 

If they lose that advantage now, what can they complain of 1 They have had that advantage 
for ten years. Can they really complain if they lose it for the future 1-The question, to my mind, is 
the differentiation that is brought into being by the alteration-the differentiation between the 
preference and the ordinary shareholder, which was certainly never contemplated at any time. 

It was not contemplated when the preference shareholder took up the 5!-per-cent. preference 
shares and the income-tax was Is. 4d. that those preference shares would remain in the same position 
for the same income when taxation went up to 8s. 9d., and he wonld still get his return net. That 
was never foreseen !-The nsual assumption on investment of capital in preference shares was that it 
wonld provide the shareholder with a fairly stable income. The ordinary shareholder takes up his 
shares subject to more violent fluctuations. If you alter the system of taxation in the way proposed 
you penalize the one class at the expense of the other. 

But has not that class been penalized at the expenoe of the other for the last eight years 1-In 
very few instances, as far 1\S my knowledge goes, has the ordinary shareholder failed to receive his 
usual return-the return that could be expected-as a resnlt of taxation. 

Your objections here seem to me to be. very largely-you must correct me if I am wrong-with 
regard to these fluctuations that wonld occur or might occur in different classes of shares !-Yes. 

They are reRlly objections to interfering with vested interests that have grown up und~r the 
present system. They are not questions of principle, but questions of vested interest that have 
grown up under the present system and wonld be interfered with if an alteration were made 1-Is 
that a distinction or a difference 1 I do not quite follow. 

I refer to the ressons that you give in your statement showing what wonld occur, how capital 
wonld be affected in different ways if a change were made 1-Yes. 

It is not a matter of principle at all. There is no principle involved. You say that cert.ain 
interests have grown up 1mder the present system which would be affected detrimentally if this 
system were altered !-Y cs. 

But conld not these same ressons be applied in the cl\se of the most vicious system of taxation 
you could imagine 1 Vested interests will grow up under any system and will suffer if it is 
altered !-Yes. 

But you do not pretend that the mere fact that ve.•ted interests have grown np is a resson for 
not altering a bad thing !-No, certainly not. 

So that these point.s you have made about the way in which different kinds of capital would be 
affected are really not matters of principle. These things wonld occur under anv change of system 1-
Jt is possible. · 

Yon aaid just. now that you did not know of any case in which ordinary shareholders had suffered 
as a result of taxat.ion 1-Yes. · 

.You know of many companies wbose tax bas gone up, say, from £5,000 to £50,000 in the last six 
or e1ght yesrs !-Yes. . 

You say the ordinary shareholder has not suffered !-What I say is that I do not know the 
company which has failed to pay its ordinary rate of dividend on ordinary shares because of the 
excessive amount of income-tax which it has been called upon to pay. 

In those cases you assume that they have been able to esrn that tax extra !-Yes. 
They must have taken it out of their customers 1-Yes, their margin of profit on their purchases 

was apparently much larger than normal. 
In other words, it was passed on !-Pardon me. The first principle of a business is to earn 

pr?fits. W~en it earns profits it pays its tax, but it does not necessarily put that tax, which it has paid 
pa1d out of 1ts previous esrnings, on to the price of commodities which it sells in the yesr. 

But, whether that has been done or not, they have managed to collect it from the public somehow 
have they not! If they have paid their ordinary dividend they must have done so !-They hav; 
made excessive profits. 

'!'he mere fact that the tax was there had nothing to do with that 1 That was an accident of 
the t1me !-Yes. . · 

Then, in ordinary times that taxation wonld simply be a reduction of profits ! These have been 
a.bnormal profits that they have been able to tak~ from thei_r cu?t~mers and the public, but in normal 
t1mes they would not be able to do that. That 1s yonr pomt, 1s 1t not !-l qo not quite follow you, 
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You say that the shareholder has not suffered. Therefore the company that he gets his dividend 
from must have had a bigger margin of profit during that period !-Yes. 

There seems to have been something abnormal to enable them to get that additional margin 1-
Yes. . 

In normal times the shareholder would suffer to the amount of the tax, whatever it might be 1-
No, not necessarily, because, to take the instance you quoted where the tax went up from £5,000 to 
£50,000, that is the tax paid. It is a graduated scale on the profits of the company. 

A company like that would pay the maximum rate always !-Yes, the whole time. When the 
company earns a smaller profit it pays out less than £50,000. 

But if it· can go on paying its shareholders, say, 10 per cent. through the whole period and its tax 
rises from £5,000 to £50,000, is it not fair to assume that it has taken £15,000 more from it,, customers 1-
Yes, but not to pay the tax. The tax has been collected out of that. 

But its customers and the public did pay that much more than they had done previously 1-Yt•s, 
but not on account of the tax; on account of the abnormal trading-conditions. 

We are agreed that it has got the money from the public, but not as to whether the tax had 
anything to do with that circumstance or not 1-Yes. 

We are agreed that it came from the public. What we disagree about is as to how the company 
was able to get that amount 1-Whether the tax as a tax is passed on 1 · 

It has not mattered very much to the public how the company happened to get the money from 
the public; it did get it 1-As far as the consumer was concerned he had to pay the price. 

In answer to.a question by Mr. Weston I think you said that the different forms of investment
a tax-free bond and a mortgage were instanced-practically adjusted themselves and left each with 
equal facilities for getting money !-With a margin on account of safety. 

You insisted on that, though Mr. Weston tried to persuade you not to do so. Do you ever look 
at the balance-sheets of local insurance companies, which are big investing companies 1-I have not 
looked at any recently. 

If those investments are equally desirable at the prices going, you would be surprised to find that 
the reserves of a big insurance company had almost entirely changed from mortgages to tax-free bonds 
in the course of a few years 1-I understand that insurance companies are going in for debentures to 
a very large extent, and that was the reason for the increase in the case of debenture-taxation. But 
I have not been studying ballince-sheets recently. 

Mr. Weston.] Both the A.M.P. and the South British are investing more in mortgages than 
they were. 

Mr. Begg.] Take the local companies: I think that if you examine the balance-sheets you will 
find that eight or nine years ago three-fourths of the reserves of these companies were invested in 
mortgages. To-day you will find that eight-tenths of them are invested in tax-free bonds and 
debentures. If investments are equally good-that is, if it adjusts itself-why has that turnover 
been necessary 1-For one very important reason : the tax-free bonds and debentures are much 
more liquid. 

They always were, were they not 1 That is not a new development 1-It is as far as mortgages 
are concerned, I think. 

Mr. Clark: There was not the opportunity before to invest in Government bonds in New Zealand. 
Most of our loans then were raised in London. 

Mr. Begg.] Do you not think that by your suggestion to have share dividends and tax-free 
debenture interest added to income for graduation purposes you are going to depreciate the value of 
your securities 1-In the way of shares 1 · 

Yes, or debentures. They will be no longer as desirable, and they will depreciate in value 1-
y es, to some extent. 

And is not that the same thing as an alteration in the incidence of taxation 1-No, because the 
dividends on preference shares would be depreciated in the same way. You would not affect the 
question of graduation. · 

But if you altered the incidence of company-taxation, preference .shares would depreciate in 
value 1-Y es. 

If you include share dividends and tax-free debenture interest in an individual's income in order 
. to increase his graduated tax you would depreciate the value of the securities !-Both classes of 
shares, yes. 

Then, your objection is not to the depreciation of preference shares : if both classes of shares are 
depreciated alike you have no objection 1-If all classes of shareholders could be equally affected on 
that point alone there would be no objection on that point alone. 

Making this alteration you have suggested would equally depreciate certain forms of security 1-
Yes. 

Mr. Hunt.] I would like to ask just one question to clear ~p a few points in con.nection with t~e 
questions asked you by Mr. Shirtcliffe. You say that comparues do not pass on thmr tax !-That IS 
my opinion. . . . 

If they do not pass it on, it follows that It must reduce the. profits pay~ble. to ordinary 
shareholders-either reduce the profits or reduce the reserves !-It means a reductiOn m the profits 
of the company. . . . . 

And that means a reduction in the profits dJVJsible am?ngst the ordmary share~olders 1--;-Yes. 
And you said that one of your chief objections to altenng the system was that It would mcrease 

the present tax on securities 1-Yes. . . . . 
And you quoted Mr. C1ark's evidence in which ~e said that the proposed c~ange m th~ mmdence 

of company-taxation would mean that the rate of mcome-tax on all taxable mcomes of mdividuals 
between £300 and £2,000 would have to be at least doubled. You thought that that was too big a 

10-B. 5. 
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difficulty to warrant any reduction in the company-t.axation or alteration in the system, that the 
doubling of the tax on those incomes would be a burden too heavy to warrant the change 1-!t takes 
the tax that must be collected from the companies which are in a position to pay and puts It on to 
the individuals who may not be in a position to pay with ·equal facility. 

In other words, you admit that the tax paid by the company ultimately com~s off the share
holder, and you think that an alteration to a new system would cause the tax on mcomes of from 
£300 to £2 ()()() to be doubled, and that that would be a burden too heavy to be borne !-I do not 
sav it would be a burden too heavy to be borne, but I say it would be a less equitable distribution 
o( the burden. 

An income of £300 pays no tax, but an income of £400 pays a tax at the present time of 2!d. in 
the pound: doubling that it would be 5d. Do you think it would be better for a person drawing 
£400 from a company to pay 5s. lOd. than for a person to pay 5d. in the pound !-I do not assume 
that the individual pays the tax. 

But you admit that the company does not pass it on, therefore the companies pay it out of their 
profits, and therefore the profits for the individual shareholders were reduced !-Yes. 

Therefore, if they are reduced, you think it would be better that a shareholder should have his 
income from a company reduced to £200 by increased tax than that a man with an income of £400 
should pay 5d. in the pound instead of 2!d. !-1 would require to go back to know how the share
holder acquired his shares. He must take his disabilities as to tax with his advantages. 

Those shares were taken up with the knowledge that there was a flat rate of Is. 4d. in the pound 
and with the knowledge that the whole burden was to be put on the companies. But to get bar' 
to my point. An individual with an income of £300 pays nothing, and doubling that gives nothin·· 
an individual with an income of £400 pays 2id. in the pound, and by doubling that he would ,' 
asked to pay 5d. in the pound ; an individual with an income of £600 pays 5·6d. in the pound, w\m 
doubled amounts to 11·2d. in the pound ; an individual with an income of £I,OOO pays Is. 2·4d. in.at 
pound, which doubled amounts to 2s. 4·8d. in the pound ; an individual with an income of £1 it 
pays Is. 6·4d. in the pound, which doubled amounts to 3s. 0·8d. in the pound; an individual wijhis 
income of £2,000 pays Is. I0·4d. in the pound, which doubled amounts to 3s. 8·8d. in the p"ed 
Do you think it is better that a shareholder with an income of £200 a year drawn from comp\ 
should have his income reduced to that amount through a burden of 5s. IOd. in the pound than \rn 
people with £400 should pay 5d. in the pound, and people with £2,000 should pay 3s. 8d. in iis 
pound !-1 am not prepared to admit that the income he draws from the company is the income t 
pays the tax. The income that pays the tax is the profit earned by the company. \ 

You have admitted that the company cannot pass it on. Then it must come off the sha·, , 
holders' profits. You admitted that the shareholders' dividends are reduced by the amount of the 
tax !-It is not increased by the excess amount of the profits made. 

It is quite true that there are a number of companies, owing to the high tax put on, which are 
only paying preferential dividends !-I have not seen companies in that situation. · 

What about all the co-operative companies : are they not only paying dividends on preference 
shares !-But they have lost money. · 

Mr. Shirtcliffe: Do they pay income-tax! 
Mr. Clark: They pay some. 
Mr. Hunt.] There is one other point: in the course of your written statement you say that you 

think that a farmer should pay tax on the profits made from the sale of land if the sale is made 
within twelve months of the date of purchase. Would you apply that to people selling town sections! 
Would you do the same with the purchase of town sections !-The same thing does not quite apply, 
because to some extent the incidence of income-tax should be for the general benefit of the com
munity, and it is most desirable that with that end in view production should be carried on to the 
maximum extent. With a farm, to my mind, this selling at a profit on a farm is against production. 
That does not apply so much on town sections. 

Does not that put up the price of the home !-Yes, but it does not reduce production in 
the country. 

What about trading in stock shares ! 
Mr. Clark: They are liable now. 
Mr. Hunt: But if a man is trading in shares he does not pay tax !-(Witness) That is so. . 
Mr. Hunt.] You said that an alteration in the tax would squeeze out the small trader. If you 

went back to the individual system, the individual system largely operated in Australia : did that 
squeeze out the small trader there !-I do not know. 

It operates entirely in Great Britain : did it squeeze out the small trader there !-The conditions 
were different in Great Britain, because the tax on company income has been levied on the individual 
shareholder, whereas in New Zealand we have built up a system under which the company has been 
treated as a separate entity . 

. Why shoul~ t.he chan~e s.queeze out the small trader in .New Zealand if it did not squeeze him 
out m Great Bntam !-It 1~ different here. In New Zealand 1t has grown up with a different system. 

The graduated syst;em m Ne.w Zealand has only operated since the war began ; it was a flat rate, 
and was so small a thing that It was hardly felt !-I am prepared to admit that the graduation 
now goes too high in the interests of the community generally. 

You have no other reasons why it should squeeze out the small trader in New Zealand while it 
does not do that in Australia o~ i~ the United Kingdom 1-That certainly is the main reason. 

Mr. Begg.] In regard to thia mcome-tax from land, you say you are impressed with the fairness 
of income-tax from land in order to prevent aggregation 1-Yes. 

In your experience-! take it that you have been in the habit of sending in farmers' returns or 
assi~ting the farmers to .do so-d? you really get the return from a farm 1 Do you think that is 
feas1hle 1-Yes, you get It approXImately correctly. 
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T~ke, for instance, the far~er who has 200 acres and grows 100 acres of crop: do you allow for 
depreCiatiOn of the land !-He IS allowed to manure his land. 

But he may not !-Then it is injudicious farming. 
A great deal of farming is injudicious. Do you not think it is extremely difficult to distinguish 

between capital and income return in agriculture !-No. 
Would not it be possible for a farmer to show no income for ten years and be improving his land 

all the time 1-Yes. 
W~uld he_ not be escaping income-tax and be building up his capital! Personally I think it is 

almost Impossible to get accurate returns from agricultural lands. Do you think it is as possible to 
get as reasonably accurate income statement as from a business 1-Yes, because it is spread over a 
period. The provision to carry forward losses over three years enables it to be done. 

You know the rules relating to landlord and tenant and the trouble there has been to define the 
rights of each 1-1 have never studied the subject, though I have seen it referred to. 

You think it is quite possible to get reasonably correct income-tax returns from agriculture !
Yes. 

Mr. Shirtcliffe.] Mr. Begg drew attention to the fact that some large insurance companies have 
been withdrawing their investments from mortgage securities and putting them into tax-froe securities. 
Do you think that the slump in the value of rural lands and the uncertainty in regard to their values 
during the past few years has had anything to do with that 1-1 should say it is extremely probable 
from an ordinary investment point of view. 

Because the securities were more or less uncertain !-Yes. 
So that it is quite likely that because the investments in mortgages have been uncertain they 

have preferred to put their money into tax-free securities !-Yes. 
Mr. Hunt mentioned that most shareholders in compauies took up their shares under the old 

system without the knowledge that they would have to pay graduated tax. Well, I just want to 
put it this way to you : during the past five years, since 1918, there have been registered 1,307 
private compauies and 476 public compauies. In the last year, 1922, there were 106 public 
compauies registered with a nominal capital of £11,000,000. 

Mr. Hunt: They were mostly small. 
Mr. Shirtclijfe.] I am not referring to the size of the companies ; but docs that seem to indicate 

that shareholders and investors are becoming shy of putting their money into companies, either 
private or public, because of the graduated income-tax 1-1 should say not. 

With the present system of collecting the tax from the unit that makes the profit 1-1 should 
say not. 

MA.r.coLM STEVENSON examined. 
The Chairman.] You are a carrying contractor in Dunedin, Mr. Stevenson !-Yes, and I have 

also a farni which I run in conjunction with my business. I have prepared the following statement 
of my views, which I will read to the Commission :-

1. Income-ta:& paid by Farmers.-! understand that if a farmer owns the freehold he is exempt 
from taxation on income. If he owns a farm-of which he has the lea.•c-he has got to pay income
tax. If this is a correct statement of affairs, as I happen to be a lea.•eholder and pay income-tax on 
my farni I fail to see because I am a leaseholder why I should pay income-tax. Although my lessor 
pays land-tax I pay income-tax, and yet he does not. He derives that land-tax from me. Hence I 
fail to see why because a man is a leaseholder with a farm he should pay income-tax and the freeholder 
should be exempt. 

2. Unearned Income.-! own certain house property which I let> to tenants. After allowing for 
collection of rents, depreciation, and interest, I consider that I get barely 2l to 3 per cent. on my 
capital. On this I am charged unearned income-tax. I fail to see why this should be so, considering 
the shortage of houses at the present time. I also own some war bonds. On these I would not mind 
being charged unearned income-tax, because here yon have no depreciation, no trouble collecting your 
money, and no rent-restrictions. Not only that, but many a time a tenant will let you in for a 
month's or six weeks' rent. While on that point I would like to mention another matter in connec
tion with which I have got into conflict with the Valuation Department. I am the holder of land 
from the Otago Harbour Board. I have a valuation which shows the capital value at £1,650. The 
owner's interest in the unimproved value is £1,050. The lessee's interest in the unimproved value 
is £95; hence I am asked to pay land-tax on £95. I have got to thresh that out with the Valuation 
Department. This is not the first occasion on which we have had to pay the tax in connection with 
leasehold land. 

Are these the only points you wish to lay before the Commission 1-Yes. 
Mr. Hunt: In regard to the tax on the leasehold, that is wrong, is it not, Mr. Clark 1 
Mr. Clark: The position is that the only income-tax payable by th~ o_ccupie':" or leaseholders of 

land is where they have live-stock or produce, and where the land held IS msuffimcnt to produce the 
tax. It is only intended to apply to dealers. The leaseholder as a leaseholder is not liable for 
income-tax. If he is letting the properties and he is getting more than 5 per cent. on the taxable 
value he is liable. 

Witness: I carry on the farni as part of my business. The whole of the farm-work is in a 
separate account. The teams are charged up to the farni the same as if they were ploughing for my 
neighbour. On that we have to pay income-tax. 

Mr. Clark: No. 
Witness: That is my reason for bringing it up. This is a burning question with quite a number 

of people, and we see a great deal of correspondence about this matter. If we show a profit of £300 
on this farni we have got to pay income-tax. 
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Mr. Weston.] Not as long as you are not dealing ?-We arc ~ot dealing. . 
What are you using your farm for ?-I have at the present tune 50 acres of turmps on the farm. 

We sold them the other day for £350. That goes to the credit of the farm account. We have got 
about 60 tons of chaff. We assume that to-day, for the purpose of income-y.ax, to be wo~h so-much 
per ton, and that goes to the credit. of the farm account. J.!. after deducting our working-expenses 
we show a profit of £300 on the working, have we got to pay mcome-tax 1 

Mr. Clark': No. 
Mr. Sllirtcliffe Are you right in your second paragraph 1 You say you are only receiving 

from 2! to 3 per cent. net return on your capital in the houses you are renting. Do you have to pay 
income-tax 1 

Mr. Clark: It depends upon what 2! per cent. on the capital means. He may have paid a great 
deal more for these properties than they are valued at. He is allowed 5 per cent. on the Government 
valuation-the capital value. 
. Mr. Shirtcliffe : Assuming that they are fairly valued and Mr. Stevenson has not paid an undue 

price for them, he will not have to pay income-tax, Mr. Clark 1 
Mr. Clark: No. . 
Witness: We have got to show in our return how much net profit we make out of our renta. 
Mr. Shirtcliffe.] But you get an allowance of 5 per cent. on the capital value 1-Yes; but that 

does not meet one's expenses to-day. We had all these properties before the war, and we have not 
been in a position to raise the rent, while the cost of repairs and all charges have gone up. 

Mr. Clark : You are entitled to deduct all your expenses. Enter them in the place provided in 
the return. If you have any trouble, go to the Stamp Duties Office here. There is an officer there 
who will show you how to make the return. 

Wit ness : Thank you. 
(The Commission adjourned at 3.35 p.m.) 

DUNEDIN: WEDNESDAY, 30TH APRIL, 1924. 
JOHN CHRISTm examined. ·, 

The Chairman.] You are a farmer at Balciutha, Mr. Christie 1-Yes. 
Do you occupy any official position 1-Not in regard to this matter, but I am president of the 

Balclutha Branch of the Farmers' Union. 
And Mr. Lee, who has also signed the statement you propose to place before the Commission, 

what is his position ?-I do not know what position Mr. Lee holds. 
He has signed the statement ?-Yes, but as a working freehold farmer. 
He is not an officer of your branch ?-I do not think so. 
Will you read the statement, which is signed by yourself and Mr. Lee 1-Yes. It is as follows:
On Taxation.-We beg to submit this evidence from the viewpoint of the average working freehold 

farmer. W ~ realize that the Government must have revenue, and that it is inevitable and just that 
the farmer should provide his share-of the taxation. We feel that the land-tax in ita present form is 
the most equitable from the viewpoint of the working freehold farmer. We feel that this tax is simple 
to collect and impossible to evade. It has been the means of r.)oser settlement through the com
pulsory cutting-up of large holdings. On the other hand we realize that the Governmnet wonld 
require to devise means whereby Crown tenanta should provide their share of taxation. The Crown 
tenant for many years paid taxation in the form of income-tax only-to-day he pays none. During 
the same time the freehold farmer paid land-tax, super-tax, and income-tax as well, besides the heavy 
county ratings for charitable aid, &c. Many of the Crown tenanta hold their lands at ridiculously low 
rentals, and the money thus lost to the Government has to be made up by taxation, and the freehold 
farmer, with others, has extra to bear through he is taxed already on a valuation placed on his land 
in t~e " boom" perioa. The matter of revaluation should be considered by the Board. Any sug
~estlon tha~ the. freehold farmer, already paying land-tax, should have the additional burden of 
illCome-tax 1s unJust, because the working freehold farmer, if he is to succeed, must devote long hours 
?f labour to his work, and in many cases not only himself but his wife as well. If he were taxed on 
mcome as well as land it would be a tax on his thrift and industry. The thrifty and industrious 
would p.ay and t~e i~dolent would escape, and· eventually the country would suffer through lack of 
productwn. Unlike ill commercial business, the farmer is unable to pass the tax on to the. consumer 
of his goods, which is the London market. A rise in produce does not benefit the worJ.ing freeholder 
~s much as the pastoral leaseholder. The working freehold farmer is perhaps the most heavily taxed 
ill the country_. In addition to his land-tax he pays heavily through the railway on his produce to the 
~arket and. his good_s fron:' the city. Also in the Postal Department: whereas the city dweller has 
~IS m~il dehvered twwe _daily, the farmer, if he is fortunate enough to be on a rural delivery, will have 
1t de~vered perhaps ~Wlc~ a week, and then only if he pays for it. We feel that a fruitful field for 
taxati~n, ~nd one which 1s at present unexploited, is that of municipal enterprises, such as the Power 
and L1ghtm_g Department. In conclusion, we feel that the taxation question is closely allied with 
that of effime~t Government service. The Government should ascertain if it is receiving an adequate 
ret~r~ of serVIce for. n:'oney expended. Earl Grey said, very aptly, on his return to the Old Land from 
a VISit t<> the Domm10n, "New Zealand is a colony of about one tnillion inhabitanta, mostly in the 
employ of the Government." . 

Summary.-Land-tax. for working freehold farmers. Income-tax for pastoral leaseholders or 
Cr~wn tenanta. RevaluatiOn of all freehold farms. Inquiry into further profitable fields for taxation 
which are at present exempted. 
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That expresses the views of the Farmers' Union 1-We do not say it expresses tho views of tho 
Farmers' Union. 

It expresses the views of yourself and :Mr. Lee !"-Yes, and a number of other freehold farmers. 
We do not officially represent the Farmers' Union at Balclutha. 

You say that you are perfectly satisfied with the land-tax as at present imposed: you do not 
suggest any change in that !-As far as we can see it seems all right. The graduated land-tax has a 
very healthy effect on aggregation. There may be technical points in it that might be changed but 
as far as we can see it seems all right. ' 

Mr. Shirtcliffe.] I would like to ask you what area of land you are farming !-1,500 acres. 
About what is the capital or unimproved value of the land !-I have not the figures with me. 
Have you no idea of the Government valuation !-It varies. Some of it is suburban land which 

I do not farm; it is probably from about £20 to £30 an acre. 
Is it all freehold !-Yes, with the exception of 260 acres, which my son has, in Woodlands. 
It is probably about £30,000 !-About £22,000. 
What tax do you pay now !-Just on £200 a year. 
Apart from local rates what tax do you pay 1-Just on £100. 
How is that calculated !-I do not know how it is arrived at, but I think it is on the unimproved 

value. I paid a good deal more before. 
That works out at about 5 per cent. of its value !-Roughly, a little less. 
You pay no income-tax !-Not this year. I never can make enough-more than I can spend on 

the land. 
Your income goes back into the improvement of the land !-Yes. 
And does your valuation go up !-Possibly it will shortly. We are going in for costly draining. 

I consider that any freehold farmer can get rid of his income in that way. 
You would be able to pay on a larger income !-I may, but I have yet to learn that you will ever 

make hard cash out of farming. You can always find holes to put it in. 
Take a business with £22,000 invested in it, the same capital as is invested in your farm !-~'hat 

is only half, for we have the stock besides. 
And have you £20,000 worth of stock !-Yes. 
Take a trading concern with £30,000 invested in it, that trading concern has to pay land-tax in tho 

same way as you do, and also income-tax. Now, do you think that is as it should be !-I should 
imagine that there is quite a difference. They do not farm the land. I could not express an opinion 
on the question whether that is equitable or not. 

Do you see the point! You with £30,000 invested, upon which you are making your income, do 
not pay income-tax and only £100 a year land-tax, while another man with £30,000 invested in a 
business, making perhaps £2,000 a year, has to pay land-tax and also income-tax on the graduated 
scale !-What does a business man keep his land for ! . 

Warehouses and offices, and so forth, in the city where the valuations are high !-But he does 
not plough, and sow and harrow it. 

No ; but I am trying to get your view as to the principle involved. You agree that taxation to 
be just must be applicable to every one !-Before I could answer that question I would have to know 
the whole circumstances. I do not know their point of view although I know my own. 

I do not want to drag from you any views that are contrary to your opinion, but I want your 
opinion as to whether taxation should be universal in its application !-Certainly; I do not think any 
one can say otherwise. 

Does it not follow that for the tax to be universal in its application the income-tax should apply 
to every one who earns an income !-As far as I am personally concerned, I think that is quite all 
Tight. 

I only want your views. Your evidence has been clearly placed before us, but I wanted your 
views as to the principle involved. You say that if the working freehold farmer were taxed on income 
as well as on land i,t would be a tax on his thrift and industry, and that the thrifty and industrious 
would pay and the indolent would escape. Does not that apply to all sections of the community who 
have to pay income-tax ! Does not income-tax weigh heavily on all sections of the community!
Supposing vou had £6,000 invested at 5 per cent., it would bring you an income of £300, which would 
be exempted. If you had the same £6,000 in--:ested in l~nd you would be paying £120 in loca! rates. 
Do you see the difference ! If I choose to realize on the mvestment I would probably have an mcome 
of £400 or £500 a vear, but I would pay on only perhaps £100, and would get exemption on £300; but 
if I put £6,000 intO land and farm it, and spend another £1,000 a year in the operation, I have expenses 
and risli;s of bad crops. 

In that case are you not continually improving your l~nd and building up an added value to 
your land which will be realized in the future 1 Your land IS worth to-day £22,000, and, as you are 
continually improving it, in ten or fifteen years it may be worth double that. You hope it will be 
worth double !-It is a question of whether wool and mutton keep up. The moment the price of them 
drops the value of your land drops. It is. only worth '~hat you can take ~ut of it. 

At any rate the remark in your eVIdence to whwh I referred applies to every one who pays 
income-tax, that'it is a tax on thrift and industry, and that it does not specially apply to farmers 1 
-(No answer.) . . . . 

Mr. Begg] Is your experience of land-valuatiOn that valuatiOns are satlBfactory: you have to 
pay land-tax on the unimproved value !-I understand so. 

In those valuations do you get full value for your improvements 1-I would scarcely say that 
we do. 

Do you think it is possible to arriv~ at the value of the improvements !-No, I do not think you 
can. There is so much buried out of sight that unless you saw the dramage and •o forth It would 
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not be possible to arrive at the true value of the improvements. A man coming on to the property 
is not able to say what is the value of the improvements effected by the money that has been sunk 
in the property.· 

You get an allowance for ploughed land 1-Yes. 
Is ploughing always an improvement 1-No. 
Have you ever seen land that was depreciated by being ploughed 1-I have in_ t~e.North Island, 

and also in this Island. I have a farm whwh would have been more valuable If It had not been 
ploughed. Of course, to fatten stock you must have feed. You must keep the plough going in 
order to fatten sheep and lambs. 

You think that many improvements are not ascertainable through being buried in the land 1-
That is so. 

That being the case, do you think it would he fairer if a man were taxed on the capital value, 
with an allowance for structures or fencing the value of which could he easily ascertained 1-Yes. 

The value of the other improvements is difficult to ascertain 1-Yes. I had not thought of that 
aspect of the question at all. It would require some consideration. 

Do you find the unimproved value tends to rise as you improve the farm 1-Yes. Our 
valuations rise with the prices people are prepared to pay for land adjoining. The valuing officer 
says, " Oh, that farm over there was sold at twice the value plit on your farm." It might have 
been sold at twice the value. That is how they arrive at it. 

In your statement you refer to " Crown tenants " : who, exactly, do you mean by Crown 
tenants 1 There are all sorts of Crown tenants. It may refer to small-grazing-run holders or 
pastoral-lease holders 1-The O.R.P. men, the perpetual-lease men, and the Crown tenants on the 
pastoral holdings. I hold some Crown land, 260 acres, on which I pay £3 in rates. H I had that 
land under ordinary conditions I would be paying £10 or £15 on it. 

Do you pay land-tax on that 1-Yes. 
How is that based !-I do not know. 
Perhaps Mr. Clark can tell us. These L.I.P. lands, Mr. Clark, I think the land-tax is paid on 

the tenants' goodwill in the land. 
Mr. Clark: On the tenant's goodwill in the land, yes. The land is capitalized at 5 per cent. 

Provision for that is in the Valuation of Land Act. 
Do you think that the Crown tenants should pay income-tax, Mr. Christie 1-We think that is 

the best way to get even with them. 
T"M Chairman: They did pay income-tax until last year. 
Mr. CU.rk: The tenants on the pastoral runs and the small grazing-runs paid income-tax. 
T"M Chairman : But, unfortunately, the Act of last year was passed in such a shape that they 

escaped taxation altogether. 
Mr. CU.rk: That is so. 
Mr. Weston: Was that an oversight! 
Mr. Clark: No ; they are supposed to pay in full. There is no goodwill in their land. 
Mr. Begg: But, Mr. Clark, the facts of the case upset that view, because we know that such 

lands are sold with very substantial good wills. 
Mr. CU.rk: Not the small grazing-runs. I do not think they have any right to sell them. 

The perpetual leases are sold. 
Mr. Begg: But the pastoral licenses are sold. 
Mr. Clark: I do not know that. 
Mr. Begg: Yes; they are transferred frequently with substantial goodwills. 
Mr. Weston: It may he improvements. 
Mr. Begg: It may be in the stock or improvements. 
Mr. Weston: There is nothing to prevent a man on a grazing-run paying land-tax provided the 

Valuation Department puts a valuation on the goodwill as such. 
Mr. CU.rk: No. 
Mr. Weston: Are they expressly exempted in the statute! 
Mr. Clark: Yes. 
Mr. Begg: A small grazing-run holder pays land-tax. I held one and paid it ! 
Mr. CU.rk: That may be, but the pastoral licensees never pay land-tax. 
Mr. Weston: The valuation is only a supposition of the Valuation Department. 
Mr. CU.rk: No; it is fixed by law. The rent is supposed to he fixed so that they can acquire 

no interest in the unimproved value. 
Mr. Begg.] You think, Mr. Christie, that income-tax should be paid on those Crown leases in 

order to put them more on the same level with the freehold farmer !-Yes. 
Is the real income from a farm readily determined !-No ; it is hard to determine it. 
You have had long_ experience _of farming: hiwe you, by_ a':'y sy_ste':'l of hook-keeping, been able 

to ascertam what your mcome was m any gtven year 1-No ; It IS qwte =possible, even with a fairly 
accurate system of book-keeping. It is very complicated. 
. . It is impossible to giv~ the accountant who m~kes :UP the hooks_ the whole facts !-Yes, though 
It IS a very healthy recreatiOn to try to do It. It IS qwte a good thing for the farmer to endeavour 
to do it. 

You advocate taxation on municipal enterprises !-We make the suggestion that that is worth 
investigating. I am not personally acquainted with these matters, but we suggest that they should 
be investigated in connection with taxation proposals. 
. TM Chairman.] Do you suggest that the profits should he taxed 1-It might be worth looking 
mto. 

'l.'he difficulty might be to find out what the profits are !-(No answer.) 
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Mr. !Jegg.] Was there anything specially in your mind when you suggested that ?-It was really 
a ~uggestwn from one of our memb~rs. I had not thought _about it. Perhaps there is an aspect of 
this ~atter that you do not appremate so muc~ as we do. m the taxation. Take the railways, we 
working farmers are the men who keep your railways runmng. We are continually getting stuff by 
the railways and sending stuff away-fat lambs and so on-and we help to make the market for the 
pastoral-run holder by exporting our stuff. We pay a 40-per-cent. increase on pre-war rates for railage. 
I say that those people should contribute towards the upkeep of the railways, even if they do not 
use them. They should be using them. People buy five hundred or six hundred ewes and derive 
an income from them. Those are the men we think should contribute towards the cost of the 
railways. 
. Is not that done by the tax being on the unimproved value 1 The man who does not improve 

his land pays the same tax as the man who does. Do you think that the theory of taxation on the 
unimproved value does not work out in practice 1-It has not the effect that it should have. Thoro 
is a big question involved 'there. The land should not be allowed to remain unimproved and 
unworked. 

Mr. Shirtcliffe: But is there not provision for 50 per cent. addition in the tax ? 
Mr. Clark: If the land is not improved to the extent of £1 per acre, or one-third of the 

unimproved value, there is 50 per cent. additional tax payable. 
Witness: It can easily be improved to that extent. 
Mr. Begg: Is that put into effect to any extent 1 · 
Mr. Clark: Yes. 
Mr. Begg: How do you ascertain whether the land has been improved to the extent of £1 per 

acre! 
Mr. Clark: By the valuation rolls. 
Mr. Begg: But valuations are made only once in five or seven years. 
Mr. Clark: Well, there is no stated interval, but if the improvements are there to that extent 

there is no question about it. 
Mr. Begg: And that valuation stands good until the next valuation : you have no means of 

ascertaining whether the land is being improved from year to year. 
Mr. Clark: If the valuations of improvements are not on the roll, and the occupier can 

produce evidence that, he has effected improvements since, the improvements are put on to the roll 
whenever they are made, or should be. Perhaps the occupier is frightened of his increase in his 
local rates. A good many of the owners do not have the improvements put on because they want 
to escape the local rates, but stiU the majority have sufficient improvements put on. There are 
exceptions, and the penalty is applied in those cases. There is hack country which is really not 
capable of improvements to that extent. It would not pay to put improvements on tussock country 
to the extent of £1 an acre. Those lands are exempted. 

Mr. Begg.] I feel that there is great difficulty in arriving at the unimpr9ved value of land. 
That land might be improved to the extent of £1 an acre by fencing and ploughing. The occupier 
may get three crops of oats off second-class land and at the end of that time the land might be 
worth less with fences on it than originally !-(Witness) Yes, it might have depreciated. 

Can you make any suggestion as to how the assessment could be made in a fairer way 1-I do 
not know that I can in a case of that sort. It would be a case of a man having sufficient know
ledge of the business. A practical man would have to make a personal inspection of each farm and 
see the improvements. 

Mr. Shirtclij.fe.] Do the valuers go and make a personal inspection of each farm now !-No, I 
do not think so. 

How do they arrive at their valuations !-That is a mystery. I have seen two farms valued 
the same, though one was on the flat and the other rose into the hills. The man whose farm was in 
the hills came befo're the Court and objected to the valuation, and the officials went up and looked 
at the place and found out the position. I do not know whether it is possible for the valuer to make 
a personal inspection of each property. 

Mr. Clark: They are supposed to do so.. · 
Mr. Shirtcliffe.] You raised a very important question, that of the taxation of municipal enter

prises. It is quite a new question. First of all, how would' you differentiate or would you differ
entiate between local-body enterprises and Government enterprises !-If you will excuse me, I do 
not want to go into those technical points. We just made that suggestion. 

Y~u have not studied it !-No. We suggested that these matters might be inquired into. 

WILLIAM LEE, Farmer, Goodwood, near Palmerston South, examined. 
The Chairman.] I take it that the statement Mr. Christie has read expresses your views !-Yes, 

sir. 
Do you wish to supplement that in any way !-In this way : I am a working-farmer. 

Unfortunately, during the last two or three years I have not paid income-tax. Before that I pair! 
income-tax. And I am in the unfortunate position that I do not pay a great d<:a] of land-tax. I think 
I can speak from the point of view of a real working-farmer when I say that be prefers the land-tax, 
becauie he can see that the dishonest man has no chance of evading it, as he has with the income-tax. 
With respect to the income-tax on the average farmer, it is the hone•t man that pays and the dishonest 
man that escapes. With the average .working-farmer, if he keeps books they are very crude, and to 
him the filling-up of the income-tax paper is a nightmare-even to the honest man. I know of one 
case where a widow and her family were working, and eventually she got a business man to make up 
her income-tax return, and he found that she bad been paying hundreds of pounds that she should not 
have paid, that a business man would not have paid. With regard to the Crown tenants, it is news 
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to me that they pay land-tax. I understood that there was no land-tax whatever paid on Crown lands. 
However I know that I would rather be a Crown tenant than a freeholder. I think that is about 
the only thing I wished to say, speaking as an average working-farmer. I know that the big landowner 
would prefer the income-tax. I am speaking now of the man who owns l~rge tracts of country. The 
average farmer and his wife, if they make an income, work equally for It, but he ca~mot make an.Y 
deduction for his wif<· 's services. The other man-the large landowner-can s1t on his farm and Ius 
wife can have a good time, and he undoubtedly would prefer the income-tax, as lie does not expend 
very much energy in the production of his income. . . . 

Mr. Sltirtcliffe.] But why would he prefer the mcome-tax to the land-tax !-That IS a pomt 
regarding which we incidentally took a vote in our Farmers' Union. It was not taken in earnest, but 
I counted heads. I noticed that every large sheep-farmer voted for the income-tax, and every 
working-farmer voted for the land-tax. . 

The men in a large way voted for the income-tax in place of the land-tax !-Yes. If it was a 
question of having one tax, the working-farmer would have the land-tax. 

On the large landowner, is it not a fact that the land-tax works. out at less than the income-tax !
That is a thing I could not say, because, unfortunately, I have not had a large landowner's experience. 
I just go by what I know to be his natural inclination. 

Mr. Begg.] Were these large farmers leaseholders or freeholders !-Some of them I know were 
freeholders. That is not a Farmers' Union matter. It was not an earnest vote, but informal ; and 
we do not speak for the Farmers' Union at all. We do not come from the Farmers' Union. . 

The Chairman.] You are expressing the views of yourselves and other farmers 1--Take a case in 
point, that of two farmers Jiving side by side. They both have a farm of the same value. One man 
sets out to make the most he can. Under the income-tax the harder that man works, the heavier 
he is taxed. 

Mr. Shirtcliffe.] That applies to every one !-The other man can sit back and have an easy time 
and he can escape taxation. 

He does not make anything !-He does not make anything; but I think it is better for the country 
that he should be making something-a great deal better. 

You agree, do you not, that every one in the country who puts his back into his job, whatever 
it may be, and endeavours to make a success of it has got to pay tax 1-Yes. Unfortunately, the farmer 
cannot pass on his tax. He and the salaried man to-day are the only two men in the country who 
cannot pass it on. 

Mr. Weston.] Here is what a town man says on that very point of passing on-a town man who 
carries on the business of selling good• : "Whilst on this subject we would like. to point to the fallacy 
that we can pass on taxation to the consumer. This cannot be done, because prices are regulated 
by competition." And then he goes on to mention how the one-property business, especially if it is 
a leasehold, is competing with them and, of course, can undersell them 1-I think there is a ce!:tain 
fallacy in that statement. I understand that if the manufacturer in the city finds that imported goods 
are coming into direct competition and he cannot make a do of it he goes to the Government and he 
can induce them to put on a little more duty to protect him. 

That is not the case 1-I understand that a duty is put on with a view to protecting the manu-
facturer. · 

Mr. Shirtcliffe.] But why do you contend that the trader can pass on the taxation 1 Is it only 
an assumption or have you any particular reason for saying that !-He must do it. 

Why !-He can pass it on in this way: The farmer can pass nothing on, because he is the only 
man in the country in whose case there is no relation between the cost of production and the price 
he gets for his goods. The business man counts up his wages. He takes his overhead charges. He 
allows for his own time and his profit, and that is the price to the consumer. With the farmer it does 
not matter if it has cost twice as much to produce, the market conditions may be such when he has 
got to sell that he gets less than he has paid for the production of his goods. 

But would you not say that the trader buys and sells to the best advantage 1-I have no doubt. 
He makes all the profit he can irrespective altogether of taxation, and then at the end of the year 

when he arrives at his profit he knows that )le has to divide that in certain proportions with the 
Government !-Yes. 

He cannot add his taxation on to his costs and increase his selling-price accordingly by reason 
of the competit.ion. Did you take that view 1-I can see your point, but I can see that a man might 
arrange that he is protected from competition by an import duty. · 
. I do not think you are right in saying that people can always go to the Government and get an 
mcr~ased duty 1-There is not much combination among the farmers. The farmer cannot fix the price 
of his goods. There is no doubt the merchant can fix it by combination. He can fix the price of his 
goods. Even in professional circles men fix their price. The lawyer tells us what we have got to pay. 
The doctor tells us. There is no argument about it with them. We have got to pay it. But in the 
case of the farmer, in the end he has got to take the market rates. He and .the salaried man are the 
only two who cannot ".pass it on:" The busines~ man, if he has set his mind on a certain profit, can 
take good care that his profit Will be that, subject to the income-tax. 

You say that the farmers ~ever combine ~ fix_ a price : is that strictl,r correct 1 Take dairy
produce-butter and cheese : IS there no combmation among the co-operative dairy companies and 
among _the_ farme~ _to fix the local prices_1-No~e _whatever. There might be among the dairy 
?<Jmpames ~n the Citws, but as far as the great maJority of the dauy companies are concerned there 
IS no adhesiOn among them at ali as far as the local market is concerned, and there is absolutely none 
so !ar as th~ London _market _is concerned. I thi~k the farmer is the only man that cannot fix prices. 
It IB Impossible for him. With regard to the dauy compames, I do not wish to infer that these men 
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can fix prices independently, because we had an instance lately of butter being fixed in Dunedin her<•, 
and the North l•land swamped the South Island with butter, and the price had to b<• 1\•ducrd. So 
there is competition there all 1ight. 

I suggested before that the trader buys and sells to the best advantage and mak<•s what profit h" 
c~n according to the market conrlitions. Does not the farmer do the same thing M rt•gnrds sl'iling 
his produce ! Does he not sell to the best possible advantage, irrespective of the cost of production ·?
There is no doubt about that, but, after all, he is ruled by the London market-. 

But if the London markc~ goes up, as it has done during recent years, in r<•spcet of duiry-produec 
and wool-wool espemally durmg the last twelve months--the farmer W<•lcomes the ris,• and tuk"s tlw 
fullest possible advantage of the increased values. So in that rcsp<•ct he is on all-foun< with the trader 
who makes all the profit he can, but the trader has not the same chances of making a big market rise 
as the farmer has !-There is this difference with the farnwr: that all the produce he ••·lis he has l(ot 
to sell in the open market in competition with the whole world. On the other hand, ewn·thing he 
buys he has to buy in a heavily protected market. • · 

ALFRED FELS examined. 

The Chairman.] You are a director of Hallcnstein Bros. (Limited), Mr. Fels !-YPs. 
And you propose to submit your views in connection "ith the question of the incid<•nce of luml

tax !-Quite so. 
You have put your views in a letter: will you read it to us 1-Ycs. It is as follows:
City ami town properties should be taxed on an entirely different principle from that applied to 

rural properties. The present graduated tax was originally designed for bursting-up large rural estates 
and for preventing the aggregation of rural lands. The application of the same principle to town landH 
does not seem logical. For instance, we own the freehold or leasehold of a few poles in various towns, 
and as these properties are situated in the retail area their values are necessarily high. According to 
the present taxation law, the unimproved values of these small properties arc added together, and we 
are taxed on the total at the highe3t graduated rate as if we were owners of an unduly large rural 
estate. This is an iniquitous system, and as far back as 1910 Sir Joseph Ward, then Prime Ministel' 
and Minister of Finance, admitted it in Parliament, but did not feel inclined to introduce amending 
legislation. 

All business concerns that own or lease more than one property, either in the same town or in 
various towns, are affected similarly, and some of them consequently suffer great hardship. The tax 
hinders and in some cases absolutely stops commercial and indtL•trial development, which is the lust 
thing any Government can desire. 

This tendency is strongly accentuated by section 52 of the Land and Income Tax Act of 1923 
(formerly section 7 of the Finance Act of 1917), which further raises, through the addition of leasehold•, 
the graduated rate of land-tax. We refer to it specially in the next paragraph. Section 52 of the 
Land and Income Tax Act, 1923, states that any person holding a lease over a property shall be d<•cnwd 
for the purpose of this Act to be the owner of the fee-simple, and shall be assessed and liable for 
land-tax accordingly. On the other hand, he is entitled to a reduction in his land-tax by the amount 
of tax payable by the owner of the freehold. If the owner's tax on such property amounts to more 
than the lessee's tax on the same property, the lessee cannot benefit by such excess. On the other 
hand, if the owner is taxed at a lower rate than the lessee, the latter pays the difference in extra tux. 
Apart from this result, the effect of the above section of the Act is to increase the lessee'• graduated 
scale applicable to the whole of his freehold and leasehold. In reality, it is only thinly wiled double 
taxation, and more than double taxation. To illustrate these remarks we give hereunder a few 
instances relating to land-tax so levied in 1923. It will be seen from these examples that, owing to the 
high graduated rate at which we were assessed, we actually paid in the first case over four tinuos a• 
much land-tax, and in the second case practically six times as much land-tax, on these leflsehold 
properties as was simultaneously paid by the freehold owners. 

Leasehold Property situated Corner Princes Street arul OcJagon, Dunedin. 

Tax paid by us 
Less refund of tax paid by owner 

Extra taxation paid by us 

Leasehold Property situated Corner Cuba and Ghuznee StreetR, 

Tax paid by us 
Less refund of tax paid by owners 

Extra taxation paid by us 

£ •. d. 
343 8 0 

66 I 0 

£277 7 0 

Wellington. 
£ •. d • 

245 10 0 
36 17 0 

£208 13 0 

We could quote further examples, but think that these illustmti~ns are sufficient. In regard ~o the 
Wellington lease, we still would like to state that we are not l~smg any_ land, but only a portwn of 

' the ground floor of a building not belonging to us, and a _speciUl valuatwn had_ to be made for the 
purpose of ascertaining the unimproved value of that portwn. It follows that 1f we rented a room 
on the top floor of a six-story building the unimproved value of such room would also have to be 

11-B. 5. 



B.-5. 82 (A. FELS. 

ascertained in order to be added to the total of unimproved value held by us on either leas~ or 
freehold. We can hardly believe that such results were intended by the Legislature, and we certarnly 
think that section 52 of the Act should be abolished or be made inapplicable to town lands,. because 
it sets a premium on inactivity and stagnation. We also believe (though we have no statistiCs on 
the subject) that this section of the Act affects town property more than rural property, be.cause to 
a very large extent rural lands arc held on lease either from the Crown o: from. some pubhc Board 
or body, none of which are subject to taxation,. and as a cons~quence this s~c~wn doe~ not apply. 
Another matter to which we wish to draw attentiOn IS the questiOn of a lessees mterest m freeholds. 
This is purely a device for raising taxes. We contend that if a lessee's rental is below 5 per cent. of 
to-day's unimproved value of the property leased by lum tlus should not be made a reason for 
saddling the lessee with land-tax by giving him an ieterest in such unimproved value, and 
at the same time relieve the actual owner of tax to that extent. An advantageous lease 
must necessarily be reflected in higher profits and therefore in increased inconie-tax, wl1ich 
should be sufficient. Whilst on this subject we would like to point to the fallacy that we 
can pass on taxation to the consumer. This cannot be done, because prices are regulated 
by competition. The one-property business-particularly if the property occupied is only leasehold
be such business large or small, is either not burdened by graduated land-tax or only so to a very 
negligible extent, and therefore can and frequently does undersell the business which of necessity must 
own or lease a number of properties. W c also wish to combat the idea that large concerns can easily 
stand heavy taxation. This is not so, nor is it just or equitable that because of their organization 
they should be singled out and penalized. We beg to suggest, th"efore, that land-tax on town 
properties should be abolished, especially as business concerns owning such properties also pay income
tax, and are, besides, burdened by very heavy municipal rates. It is hardly fair that town properties 
should also pay seven-sixt;,enths of the total land-tax, which we understand is the proportion of tax 
yielded by them. It seems to us that if land-tax were abolished altogether it would not be a serious 
matter, as it amounted last year. to less than £!,500,000, which is a comparatively small item in the 
revenue of the Dominion. 

Mr. Hunt.] In making up your land and income tax return I take it that you pay land-tax on 
your interest in the freeholds and leaseholds!-Yes. 

In making up your income-tax return you deduct 5 per cent. of the capital value of these 
properties, do you not !-Quite so. 

So you do not pay income-tax on that 5 per cent. !-No. 
Have you worked it out to see whether you would be better off by paying income-tax only on 

the whole amount or land-tax on a portion and income-tax on a portion !-No, I have not worked 
that out. I am not sure of the position. I could not answer that offhand. 

Would it not mean this: that if you had no land-tax to pay you would have to pay income-tax 
on the whole income !-You mean I would not have the 5 per cent. deduction 1 • 

. Yes, you would not have the 5 per cent. deduction !-That is quite true. But let me put it in 
this way : suppose we had no freehold property and had only leasehold properties, then we would be 
entitled to deduct from our taxable income the rental we pay . 

. Yes; hu.t you would have the capital that you now have in freehold properties in use in your 
busmess earmng somewhere else, would you not !-That is quite right. · 

I was just wondering if you had worked it out to see which way you would be better off 1-1 
have not done so. It would take some calculating. 

In your statement. you say: " Whilst on t~s subject we would like to point to the fallacy that 
we can. l.'ass, on taxatw~ to !he con~umer: Th1.s :annot be ~one, because prices are regulated by 
competitiOn. Your bus~ness Is a retail business, IS It not !-It IS retail, wholesale, and manufacturing. 

I mean, a large sectwn of your business is retail busineas 1-Yes. 
And in that retail business you are in competition with the small trader who has onlv a small 

rate of income-tax to pay ?-Yes. • 
It is the competition of the small trade that prevents you from passing the taxation on ?-It is 

not ouly the small trad~r. The one-property business is considerably less burdened. 
. The small trader with on.e l.'roperty has a ~uch smaller tax ?-Even if he is in a fairly large way, 
If be bas only one property It Is not such an Important matter, particularly if it is only a leasehold 
property. 

Your point is that the competition that prevents your passing on the tax is the competition of 
the man who pays less tax than you do !-Yes. · 

Mr. S/!£rtcliffe.] Not ne~cssa~ly .. You do not say it is the small man entirely that you have to 
comp.e~ With ?~No; that Is qmte nght. But our business is probably exceptional in this way: 
that It IS compnsed of a number of retail branches. 

Mr. Hunt.] I will P';lt it in this way: if all your competitors were taxed as heavily as you are and 
nobody could buy anythmg from people that were taxed lighter than you are, then you might pass on 
the tax ?-That might follow, but not necessarily. 

If every one was taxed at the same rate and nobody could buy from a person in competition with 
you who was taxed at a lower r~te, you tl1ink it might be possible to pa•s on the tax ?-It might, 
yes. It cannot be the case as tbmgs are at present. -

No, bec~use you are competing with lightly taxed people !-Yes. 
Mr. Slmt<;liffe.] On that ques.tion of the passing-on of tax, assuming that all traders could be on 

the ':"me f~otmg as regards taxatwn and other conditions of trade, under present conditions do you 
find It_rossib!e to add on to your costs so much per cent. for taxation, and then fix your selling-price 
accordmg-ly ?-No, we do not. 

In fixing your selling-price in competition with others, do you ignore the question of taxation 
altogether !-Completely. 
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. . Then a~ the end of the Y.ear you ascertain your profit-! hope it is always good-and then you 
diVIde that m certam proportwns w1th the Government !-Quite so. 

In your ~tatement you ~tance the cas• of two leasehold properties-one in Dunedin nml one in 
Welhngton-m respect of winch you pay land-tax many times greater than do<•s the owner. In those 
cases have you long leases of the properties !-The Dunedin lease is a fairlv lnnn <>ne. 

Is it fifty years !-No, not so long as that. · "' 
Mr. Clark: 1\Iay I explain 1 The length of the lease would have no bearin~-: on t-hat. ,1ucst.iun 

that 1\!r. l<'cls 1"-'ises. He would still pay despite the fact that he had even a yeur'R h•u"'· 
llf·r. Bhirtcliffe: Would the length of the lease not affect the lcssl'c'• int.r~•·st 'I 
lJ1r. Clark: The lessee's interest docs not enter int.o this ('ompntation. l\lr. FeiH iN rc·fcrring- to 

sectio.n 52 of the Ac~. It. is treated as ,his land for the purpose of assessment, anrl the compu.ny'• 
land lB aggregat~d ':''th ~Ins leasehold. The unm1proved value is treated as the company's fr.•ehold, 
and then credit 1s g1ven m the assessment for the amount of tax paid by the freeholder. 

Mr. Shirtcliffe: How is the proportion of tax paid by the freeholder arrived at! 
Mr. Clark: We take the amount that he actually pays, the amount that the fN"l'iwlder is 

actually assessed with. 
Mr. Weston: It is to prevent evasion, is it not! 
Mr. Clark: Yes, to prevent evasio~. The owner of that freehold that is leaHed by the company 

may own no other land, and be pays his land-tax at the rate fixed by the unimproved value of that 
property alone. The company owns land in other centres, and it leases land, and the whole of these 
lands are aggregated together, and the rate of land-tax i• fixed according to the total arrived at by 
the aggregation. That accounts for the larger amount that is paid by the company than that paid 
by the owner. 

Mr. Weston: Does that account for the lessee's tax being six times as mnch! 
Mr. Clark: Yes. 
Mr. Weston (to witness).] Let me put it in this way: when you lease these properties you lease 

them with the knowledge that you have to pay this taxation !-Quite so. 
Mr. Clark: Not always. There is one case there which is a matter of dispute-the case referred 

to in which the company leases part of the ground floor of the building. 
Witness : You are quite right. 
1l1r. Shirtcliffe (to witness).] You do lease these properties with the knowledge that you have 

got to pay heavy taxation !-It is this way: if we went in for a lease at present we cl\rtainly would 
go in with that knowledge, but we hold some leases which commenced many years prior to the 
Finance Act of 1917 being passed. 

The Chairman.] This provision that bears so l~eavily upon you was fh·st introduePd in IUI7, was 
it not!-Yes. 

Mr. Shirtcliffe.] Still, if you were leasing property to-day, in considering the rental that you paid 
you would calculate that you had so-much taxation to pay !-We must necessarily. 

And you would take the risk of that taxation being either increased or reduced later on?
Quite so. 

When you took up these leases you did not anticipate that the tax would be increased in conse
quence of the war to such an extent as it has 1-No. 

But you had that risk in view !-We were not quite sure in regard to this Wellinl(ton lease, 
because we were under a misapprehension there, as Mr. Clark has just mentioned. '\Ve have had some 
correspondence on the matter. We were under the impression that this section of the Act applied to 
leases of land and buildings, but not to the lease of part of a building. 

I do not want to discuss the matter strictly from your own personal standpoint or from your 
firm's standpoint, but on the principle of the thing. Speaking generally, when lessees take up a lraHe 
they take into account the tax that they will be called upon to pay !-If they know the law they 
will do so. · 

It is their business to know the law !-Quite so. I am sure that many who take up a lease are 
not aware of that section. 

You would not take up a property unless you thought you could make it pay !-That is so. 
You suggest, do you not, that the land-tax should be abolished !-Yes. 
Entirely !-Yes. 
And would you make the income-tax universal, applying to town and country ?-That is really 

outside my province. . . . . 
What would you put in its place, because money has to be ra1sed 1-I qmte realize that. As J 

stated in my statement, the total land-tax last year amounted to less than £1 ,500,()()(), and that is a 
comparatively small item in the Budget. . . . 

Still that £1 500 QUO of monev has to Le found somewhere else 1f the land-tax tB abohsllCd 1-, ' ' . A remedy would certainly be to make income-tax universal. I think that would probably account 
f'lr a great deal of this land-tax. . . 

Do you see any difficulty in differentiating between rural lands and mty propert1es as regards 
land-tax !-No I cannot see that myself, because town properties are necessarily situated in town areas 
and are used either for the purpose of business or for private dwellings. That is a very different thing 
from rural property, which is used for the production of produce. . . 

The graduated land-tax originally was intended to burst up large estates and ts now mtendcd 
to prevent reaggregation !-Yes. . . . 

If your suggestion were carried out and there was a dtffcrt·nttatwn mad~ between rural la.nds 
and town lands by which the graduated tax would not apply to to,~n lands, nught that not puss•?ly 
lead to a great deal of speculation in town Ianda, ?ot for /xme fide busmes.• purp~BCs, but for speculative 
purposes !-There is that danger certainly, that 1t mtght lend to such speculatwn, but l do not thmk 
it would be a very important factor-



B.-5 . 84 [A. FELS. 
• 
You realize that there is a good deal of speculation goes on in town property !-There is. 
And, of course, the graduated land-tax must ch~ck that to some extent !-Decidedly. 
If it were removed it would render it much easier and much more profitable for ~peculators !

Yes; but even at present I do not believe that speculators take the graduated land-tax mto account-
! mean speculators in town properties. . . . 

They are very short-sighted if they do not !-Yes; but I do not thmk It plays any part m the 
speculation. . . 

Mr. Clark: It does not touch them; It IS too small: . 
Mr. Shirwliffe.] Instead of abolishing the tax altogether, would you prefer a fiat rate of ~and-tax 1 

-That would be an alternative if it is not possible to abolish the land-tax. That alternative would 
be an improvement, and would be acceptable. Before the war we had the two taxes, the fiat rate and 
the graduated tax. 

The Chairman.] If the fiat rate were adopted, how would it affect you in connection with your 
present grievances !-It would relieve us. It would certainly abolish our hardship. 

That is what Mr. Clark referred to. 
Mr. Clark: It would remove all the necessity for section 52 and the other sections in regard to 

joint ownership. 
The Chairman: To avoid the effect of the graduated tax 1 
Mr. Clark : Yes. 
Mr. Begg (to witness).) Do I understand you to ~ay in your evidence that if you !_ease a room _on 

the sixth floor of a building you are assessed for a portwn of the value of the land on whwh the bmldmg 
stand.• 1-Yes, according to the present Act. 

Mr. Clark: If the company had other lands: that is practically the provision-instead of a room 
it has the whole floor. 

Witness: That is the case in Wellington. It is not the whole of a floor; it is a portion of the 
ground floor. 

Mr. Begg.] But it would apply to any room ?-Yes. 
And this tends to put a big firm with numerous branches at a considerable disadvantage !-Yes, 

decidedly. _ 
And your contention is that the big firm with the aggregation of capital is an ad vantage, and 

should not be so discouraged, and that this is discouraging it 1-Yes. 
You mentioned that it is impossible to pass on these taxes !-Yes. 
Would high graduated taxation not tend to stifle competition !-To some extent it would. 
And as it stifled competition it would enable the tax to be passed on !-Well, no, it would stifle 

competition on the part of the highly taxed businesses, but not on the part of the small trader. 
The survivor would get the advantage !-Quite so. It would mean that large concerns-com

panies or partnerships-would be unable to compete. 
They would go out !-They would go out. 
And the survivors would reap the harvest through the reduced competition !-'-Yes; it would 

mean less tax for the Government. 
And would it lead to more profit for the survivor through lesser competition !-Well, there 

would be a greater number of smaller traders. The law of supply and demand would probably 
rectify it. 

You think it is impossible for the tax to be passed on by any trader 1-I would not say it is 
entirely impossible to pass it on, but competition rules prices. 

May we take it that a trading firm's profits have been reduced by the amount of tax that has 
been imposed !-Absolutely. 

Mr. Hunt.] As to passing on the tax, you cannot pass it on because you arc in competition with 
the small trader !-That is so. 

• But take the class of business in which the small trader cannot compete, and which can only be 
handled by the large_ trader or company, then all those in the trade would be paying a high tax, would 
they not 1-That might be the consequence. 

Do you run your business with the object of earning a certain rate of profit 1-Yes. 
And if you do not get that rate you withdraw from it 1-Yes. 
So that in the end if the large businesses were faced with the competition of the small traders it 

must result in the tax being passed on !-Not necessarily. In our particular business the question 
of taxation is not an overhead expense. 

But your business is such that your competitors· are small people !-Yes. 
But supposing you were c~nducting the class of business that could only be handled by large 

ope~ators, then all the people m that class of business would be paying high taxation ?-If those 
busmesses formed a combme and regulated prices. 

B~t even if they_ did not form a combine, would it not follow that you run your business to earn 
a c~rtam profit, ~n~ if you could not ~arn _that profit there w~mld be a gradua.l withdrawal of capital 
unt1l the c?mpet1t10n eased 1-Well, 1t m1ght be so. That IS purely theoretwal,. but in practice it 
does not eXISt. 

But there are many industries which can only be carried on by large operators !-Well hardly 
in the industries that are distributing goods. ' ' 

But take concerns like shipping, coal-mining, fire insurance, banking: these can only be carried 
on b:y large operators, and _small p~ople ca?not co~pete in _them 1-Yes, that is quite true. You 
mentwn bankmg, but notwithstanding the mcrease m taxatwn the banks have not increased their 
charges. 

~ave they not widened the difference between their deposit rate and the lending rate, and they 
have mcreased the exchange rate !-Well, that is again governed by external factors. 
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There are not many external factors that govern exchange 1-Yos; the law of supply and demand. 
Imports have a great deal to do with the exchange rate. 

The suppliers of exchange are chiefly banks !-Yes; but there are other factors-for instanet• 
~he prohibition of gold shipments. That is tbe principle reason for the big divergence we have ]uui 
m the rates. 

Mr. We.•tr.n.J. Take the short-call mone.y in ~ondon: have you followed the mtcs lnst ycnr of 
short-call money m London 1 In ~ngland, 1~ S]nte of the he:avy taxation, the short-cull money was 
never so cheap as last year 1-I beheve that 18 nght, except m pre-war days, wlwn it wns about tlw 
same. 

M~. Skirtcliffe.] I would !ike to fol!ow up the suggestion made by lllr. Hunt ns to tlw 'IUPstion 
of passmg on the tax, whwh 18 a very 1mportant one. You are in competition with other houses in 
Dunedin which are probably in as large a way as yourselves !-Yes. 

In Christchurch the same thing applies, where you are in competition with firms like Strang.• and Co. 
and Ballantyne's, and in. Wellington with such firms as Kirkcaldie and Stains and others 1-Y cs, any 
number of them, in fact. · 

The same thing applies to all the centres. Would it be possible as a matter of pructical 
commercial dealing for you to combine with those other firms for the purpose of passing on the tax 
to your buyers 1-No, it could not be done. There are too many in the field for that. 

As a matter of actual commercial practice, you say it is impossible in either a large or a small 
trade, except perhaps in the case of a monopoly, to pass· on the tax 1-1 do say that. 

WALTER Gow examined. 

The Chairman.] How do you describe yourself now, Mr. Gow! Do you call youn;l'lf a 
merchant 1-A retired merchant. 

Residing in Dunedin !-Yes. 
During your career you have had to deal with all kinds of businesses-eompanics and all kinds 

of commercial concerns !-Yes, and even with the breaking-in of a farm. 
I understand that you have some views on the subject of taxation, and wo shall h•• glad if you 

will impart them to us, taking first the question of land-tax !-Of course, I had no intl•ntion of 
appearing before the Commission and would not have done so but for your kind invitation to come, 
which I got yesterday afternoon. I have had no opportunity to prepare anyt.hing in the nature of 
a written statement, but if you will permit me to express my views shortly as to income-tax and 
land-tax I will be pleased to do so, and then I might answer some questions. 

H you will do that we will be obliged, taking the subjects in the order most convenient to 
yourself !-As far as my first statement is concerned I will be very short, and I will keep within the 
bounds of the Commission's order of reference, which only deals with the que•tions of income-tax 
and land-tax. I need not worry you with the question of the principles of taxation, which perhaps 
you know more of than I do, but we all admit that the basis of taxation is the ba.•is of equity. 
That may be taken for granted. Then, it is also taken for granted, and will become more and more 
the doctrine of economists, that the basis of a man's ability to pay is his income. In America 
Professor Seligman says definitely that the opinion of economists in that country is steadily 
coming round to the view that the true basis of a man's ability to pay is hi• income. In 
America they have not been dependent upon income-tax; they have been dependent upon 
property-and other taxes. It being admitted that the fairest measure of a man's ability 
to pay is a man's income, we may say that income-tax is essentially a fair tax, provided you can 
adjtl8t it in such a manner as to reach every one, and to reach every one equitably. I think 
that may be taken for granted. There is another principle which comes into play, and that io 
the principle of equality of sacrifice. Some of these phrases you have heard L••fore; tlwy are 
old Adam Smith phrases. Equality of sacrifice means something more than a mere flat rate of 
payment by every one upon his income. For this reason, no doubt, it is that a man is relieved from 
payment of tax until his income reaches a certain amount. For that reason also there is an 
exemption where a man is involved in many responsibilities, such as children. That seems to be just 
and fair, a1,1d for the same reason-equality of sacrifice-it being obvious that a man with a ouper
fluity is in a better position to pay taxation than a man with only enough to serve the nece•sary 
purposes of life, it becomes obviou.• that it is quite reasonable that there should be graduation in 
taxation, and that the man with larger means should pay in a larger proportion than the man with 
smaller means-! mean, in a larger proportion, not on the fiat rate, but because he is able to spare 
more. As against that view, I have always held-and I am very much confirmed in my opinion by 
the most recent work of Sir Josiah Stamp-that there is a danger of carrying graduated taxation too 
far. That writer in his latest book on " Taxable Capacity," which was only published eighteen 
months ago, makes it quite clear that there is the greatest danger of killing the goose that lays the 
golden egrrs if you carrv the scheme of graduation too far. I am afraid that at one time we have done 
that in New Zealand: Then, that simply means that income-tax is a fair tax, provided that the 
conditions are reasonable, and that they ought therefore to be the main bases on which our people 
are to be taxed. It is the best measure of the capacity to pay. But there are other subjects which 
are fair subjects of taxation. I am not going to enumerate them, because that would lead me to 
wander away from the reference of the Commission. Privilege is one of them. If by reason of 
circUDIStances individuals are in possession of exceptional privileges, that is a fair subject of 
taxation. That brings us to taxation on land. Land is a fair subject of taxation because it carries 
with it a privilege which is not common to other sources of income. I do not mean to say that it 
carries with it what we speak of as unearned increment, that sooner or later t!JC possessor of the 
land will become richer by reason of what is known as land increment. I am not prepared to say that 
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the unearned increment a ppcrtains only to land. Unearned incre1;1ent is a. comn~unity value, u 
value created by 'the community; but that app_Iies t_o s~me other thmgs; even, for_ mstance, to the 
income of a solicitor prac~ising in the C.ourt carnes With It to some _extent a commumty created val~e 
because in a larger town his opportunities are gre~~r, and his serVIces are mor~ sought. after th~n m 
a smaller community. But in the case of land the ~t:i$'!!1J.Dity value created Ill land IS so obvwu:;, 
and so much in cxc~ss of tJre community value c_reat.{'d in any· ot:Jter- di:r;,ection, that it SC('filS to me 
that land is a {air subject of taxat.ion. . . 

You mean for srwcial taxat.ion apart fron~ tllc fuxat.ion of the meo11w d('tl;_,~ .. t] from it ?-Apart 
from tlw question of the income derived from 1t.. You cannot., of cour."il~, exclude the .income derived 
from land. You cannot doubly tax the owner of land, but you can preferentially tax ht'.m-that is 
to sav, that the tax on his privilege will have precedence over any other tax. That being SUJ.. I hold 
the opinion--and, by the way, I may say that my opinions arc not just picked up accidentalf)V : I 
have given a great deal of study to the question and a great deal of thought--that there ought tonc---. 
a tax upon land, because the owner of land is a privileged person and in receipt of great advantages 
arising out of the value which attaches to his property. That is more particularly the case with 
regard to town property, residential lands. Land IS occupied for different purposes ; two, mainly : 
the one is merely a location for the individual, and the other is that it is an instrument for producing 
income .. In the case of town land and small holdings they may he simply the location of the 
individual. In the case of country lands they are in the same category as machinery or any other 
instrument of production, with this difference : that there is always at the back of it the unearned 
increment raising it.• head and likely to appear. That. being so, I think that taxation upon land is 
quite a fair proposition ; but I do not think it is a fair proposition to make tme of land-tax as an 
instrument to be used for political purposes for the breaking-up of l!'rge estates. If we are to tax 
land at all it should only be taxed because of the privilege attaching to it, and for that reason only. 
To my mind, there is no real justification for making use of that tax for the purpose of breaking np 
large estates. It may be desirable that large estates should be broken up, but that problem should 
be attacked in some other way than indirectly through taxation. Taxation should only be imposed 
for the purpose of raising revenue. In 1·cgard to land-tax, the view I take is that there should be a 
flat rate of land-tax, and that that rate should apply upon all land--<lountry lands and town lands. 
Though it might be unpopularto say it, I would make that tax applicable without exemption. A 
man who owns an eighth-of-an-aere section in the town, which is his location, is just as much a 
subject of taxation for his privilege as is the man who owns a farm in the country; that is to say, 
he has got possession of something to which the community is paying by adding value. And, as I said 
before, that is more obvious in the towns than it is in the country-very much more obvious. I 
advocate-it would be unpopular no doubt--the imposition of a land-tax without exemption. Taking 
myself, on the half-acre on which I live I should pay land-t.ax on the full amount of its value, 
instead of being exempted to the extent of practir.ally the full amount. 

The Chairman.] Would that be without any regard to any mortgage on the land or not?
Without regard to any mortgage on the land. Some people, of course, hold that the mortgagee is 
a partner. 

Under the old sy•tem he was taxed as being in effect a partner ?-The mortgagee is taxed upon 
the income which he derives from that mortgage, and the privilege does not attach to the mort
gagee. The privilege which I am speaking of taxing does not attach to the mortgagee at all. It 
is the privilege of the true owner of the land. If he is foolish enough to go and buy land at an 
extraordinary price and mortgage it up to the hilt-perhaps to more than its real value-that is his 
own lookout. I am speaking of the general principle, not of exceptional cases. Let me say a word 
now with regard to country lands, and although l-am a long time away from it now I know from 
experience some of the difficulties of those who have to deal with country land. I was at it for three 
or four years in my earlier days, and I have been in contact with those who have been very hard 
pushed in that connection. Still, even to country land there is something attached in the nature of 
unearned increment, and for that privilege the country people ought to bear just the same rate of 
taxation as I think should be applicable to all town land. And here again I would say that it should 
be 'rithout exemption; every on~ should pa:y:. It should also be, in my opinion, at a flat rate, 
leaVJn~ the Government to deal With the questwn of the breaking-up of large estates by some other 
leg~slat1ve means. We are not taxmg for the purpose of breaking up large estates. 

Mr. Shirtcl~ffe.] Have you any means of doing so in mind 1-Wonld you mind asking me that 
later on ! I am apt to lose the thread of my thought. The tax ought not to be nsed as an instrument 
for breaki~g. up land. If that is desira~le, it ought to be done in another way. We are taxing people 
for the p~IV!lege winch those people enJoy. Then, in regard to the valuation of these country lands 
~or taxatwn purposes! I have ahv":ys held that the_ present system of guessing at-for that is what 
1t amounts to-guessmg at the urumproved value 1s a mistake. The value on which I think lands 
ought to be. taxed is what might be called their naked value. lllr. Begg will undei"Stand the difference 
between ummproved value and nai<Pd value. To take the unimproved valne, of course, assumes that 
you kno~v what was the condition of that land when the Dominion was taken possession of, and ·an 
~t~mpt IS. made by a process of guessw?rk to. ascertain what would be the value of that land to-day 
if 1t were 111 that cond1t1on to-day. It 1s an 1mposs1ble kmd of problem to answer· but there is no 
difficulty at any time in answering the question, What is the nakNI value of that land to-day 1 What 
Is the value of that land to-day minu' buildings and fences ! If you say that t-hat is not fair to the 
man who has imp1·oved his land, I do not see where the tmfairness comes in because the man who 
has sunk his money i1~ improw•rnent.s in land, such a.c; d;a_inage and clearing a;td wha.tnot, may realJy 
pie~~ that h~ has pu1d more for h1s land than the ongmal purehase price, and he is in the same 
pos1t1on precisely as the man who buys land in that condition and pays the value of it. The one man 
buys the land as it stands to-day. The. other man bought the land in its rough condition and has 
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brought the land _to the condition in which it stands to-day; and in both cMcR, alt.lwugh it is not a 
true assumptwn,_It may b~ a.'isumed th~t.tlw_c~st_is the same. PN-sonally, I know pt•rft>etly \\'Pll that 
a man c~nnot brmg land mto _the eoJHhtwn It.~~~. m to-day and '.nnkt• mont•y out of it nt the pril·4• hP 
can sellrt at, unles• the qw•stton of une:mwd mcn·mcnt comes mto play. But that, I think, woul<l 
be a farr basrs for the taxatwn of land. Thut. being a basis for the taxation of land I think it is a 
very unwis~ policy to value land upon its speculati-ve value. New Z.·alund, particuiarly the North 
Island, I thmk, has suffPred enornwu~ly by this land speculation. Lnnd i~ not worth tiH• money whic•h 
11eople are J:aying fori~. or which J~roplc l1~ve puid for it in many ens<':-'. It would bt• impo;sihlt• to 
make anythmg out ~f. It at the priCf'S wluch people pay for it somctinws, or have paid. I do not. 
know what the. conchtwn may b1• now, but I am spPaking- of what wn.<t tlw rondition a yNtr or two 
ago; and I thmk, thcrt>for<', that the valuers should be capable nwn and ou!(ht to vuhw the lund 
strictly upon the basis of what that land will produ'"' in the way of ineome. '!'hut cannot Lc 
absolutely accurate. There will, no doubt., be errors and injusticPs hert• and tht•re, but in the muin 
I think a fair accura.cy might be attained by valuing land on the basis of what it will produce ; nml 
that valuation, of com'Ee, would vary from time to time according to the value of thc produce of the 
land. It would vary also in accordance with the situation of the land~wlu•tlwr it wns close to a 
market or far from a market, and so on. I think that if that course wt~rt~ adopted we would gPt t.o 
a much fairPr basis on which to a.<.;sess tax upon land than the prc>s1mt one. As between land-tax 
~nd income-tax, I have said that the true estimate of a man's ability iR the amount of hili y .. urly 
mc~me; but some men who are of a specui:Jtive turn of mind muy Rink thrir money indt•finit<'ly, with 
a vww to getting later on the unl'arned ineremt•nt, and land may be held up in that way, producin" 
practically nothing or very little, in the hope that twenty or thirty years hence it may be clispost•J 
of at a profit which will be sufficie-nt to cover the idleness of the int<'rvening years. And that is onc 
of the reasons for the existence of a land-tax, not for the purpose of lm•uking up the (•stut.f>, but to 
make these people pay tax ns if they were usinJ; that land properly. It may be xaid that tht•re is 
dangc-r of double taxation. The man who is using his land properly and paying incn111e-tax shouhl 
not be called upon to pay a land-tax as well. That is perfectly trut•, and if my tlwory wt•rc carri .. d 
out he .would not be called upon to pay land-tax, because I would deal with that by simply a.•s.•ssing 
the land-tax, making it the primary tax to be paid. I would ns.·w~s the ill<'Oilll'-tax in duP time, and 
from the amount of the income-tine deduct the amount paid in land-tax, lettin~ the man pay 
income-tax simply upon the difference. 

The Chairman.] I can see how that would be perfectly fair in the case of a man having land which 
he used in connection with a business; but Suppose the case of a man who has land, part of which 
only he used in connection with his business, would you then deduct the whole of the land-tax from hi• 
income-tax in that case !-Why not ! 

He might be deriving income from the land which he was not making from his business !-Very 
well; he has got to return that income. 

Yon would tax him on his rents !-One difficulty in studying this question lies in the fact that 
practically none of the aut-horities of any consequence deal with land-taxation aa we have it in this 
country. They deal with taxation of the rents of lands. Of course, that is consequent upon the 
different tenure which exists in other countries. But it is quite clear that if a man is paying a 
privilege tax he should not on the same source of income pay the income-tax. The privilege tax would 
never, I take it, reach the amount of the income-tax on a well-worked place. With regard to the 
5 per cent. ·deduction to which ~lr. Clark referred and which was in operation here up till a year or so 
ago, it is quite clear that for some people it represented an improvement as compared with the former 
position. To others it represented a loss. That is to say, 5 per cent. was too much of an allowance 
in some cases and too little in others; but it was a very fair attempt to meet the dilliculty I have 
spoken of. It was assumed that land would produce a net income of 5 per cent., and that amount 
was allowed to people when they were paying their income-tax-5 per cent. of the value of the land 
was allowed to them. But on the plan which I advocate there would be no need to do anything of 
the kind, because a man would simply, from the amount which he was due to pay as income-tax, deduct 
the amount he had already paid as land-tax. Of course, a good deal of what I am saying would he 
subject to modification by reason of practical conditions, which I am not dealing with at presrmt. 
I am rather theori"ing upon principles. But I think that that would be a fair solut.ion of the question. 
The tax would be a flat tax. There would be no graduation so far as land is concerned. I hr•lieve 
in graduation so far as income-tax is concerned, provided that you kc('p in mind the fact that you may 
kill the goose that lays the golden t•g!( by overdoing it. I t.hink every ont• will admit that wt• wew 
in some danger of doing that in New Zealand. 

1l1r. Clar!.~: \Vc were verv close. 
l'Vitness: W c came Vf'ry "close to it, anyhow. I do not know that I neccl say much Ill Of(' in that 

connection. Shortlv, it mrans this: the main basis of our taxation-IPaving ont of t.hc c1uestion 
death duties and so" on--should be a man ·s income. If a man holds privileges such as the possession 
of land, which he may hold t.o the detriment of the community and to his eventual profit, then year 
hy year he should be taxed upon that.; but he should not be taxed both upon the privileges conferrer! 
by the possession of property and the income of that same property. !fence the amount which he 
pays as tax upon his privilege should he docluctrd from the amount whrch he pays ae tax upon his 
income. . 

Mr. Shirtcliffe.] You Ruggest that land-tax should not he imposr•d for breakinl( up lar~e estates. 
Of course, we know that that was the original intention of the Act !-I think it was a mistake. 

And probably it bas achieved its object to a very large exte~t !-I do ?~t know that it has. 
11here are comparatively few large estates now as compared w1th the pos1t10n twenty or twenty

five years ago; but there is still the question of the possible real!'gregation of large blocks of land· 
Have you any means in your mind to deal with that !-I would not worry about that. 
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You said that other legislative means should be taken 1-If desired, to break up large estates. 
Or prevent reaggregation 1-No, I did not say that. I said to break up large estates. The 

Government have the means in their power. They can take possession of those large estates at a fair 
valuation. I do not see why the possessor of a large estate who purchased that land in the early days 
should not have his reward. Take, fot instance, Hawke's Bay. I know that I am too timid a person 
to have gone and taken the risks that some of those early settlers took in Hawke's Bay. They 
practically hrld their land at the risk of their lives, and I can see no reason why the men who did that 
in those days should not reap the reward of their boldness and progressiveness. But if the country 
wants their land, then the country is entitled to take it at a fair price and use it. Of course, we know 
the difficulties. We know that they sometimes get more than a fair price. We know that all kinds 
of strings are pulled ; but the principle still remains, that these men are entitled to the benefit of their 
early boldness and foresight, and if the country wants their land it is entitled to take it from them 
at a fair price. I think that will be admitted. Then, in regard to aggregation, I think there is a 
great deal too much made of aggregation. Aggregation arises not always ou~ of an earth-hunger 
on the part of the purchaser of land, but very often out of the fact that lands have been cut up in 
areas on which it is quite impossible to do any good with them. Mr. Begg will understand that. It 
is only a natural thing that these lands should pass into the hands of other people, who will seek to 
increase the size of the holdings. If it is thought there is a danger of undue aggregation-that is to 
say, of wealthy people adding acre to acre simply for the purpose of becoming large estate-owners
very well ; that can be dealt with in the same way as the holders of the present large estates can be 
dealt with ; the land can be taken from them at a valuation. I think nothing of aggregation, because 
it is a reaction from undue subdivision. 

Then, you would not differentiate at all between ·the man who holds £1,000 worth of land and tha 
man who holds .£100,000 worth 1-No, not in the land-tax. The land-tax is simply a tax upon his 
privilege of holding land at all, and, counting year by year, it to some extent absorbs the possibility 
of unearned increment. I do not say that it wholly absorbs it, but if the tax is a fair one and is 
exercised year by year, in the course of years-twenty years, for instance-the tax, paid regularly 
and capitalized, would approximate perhaps the possible unearned increment. · 

That would depend upon the rate of tax, of course 1-Y es. I am not in a position to say how 
much that tax ought to be, nor am I in a position to say how much the income-tax ought to be. 

The Chairman.] What would you regard as a safe maximum for the income-tax 1-1 should imagine 
about 3s. in the pound, or 3s. 6d., to be a safe maximum for income-tax. I do not know whether I 
should say anything on the subject of the taxation of companies. 

If you have views we shall be glad to have them 1-I have views on that subject. It is a very 
debatable subject. Would you like to hear them 1 

The Chairman: When Mr. Shirtcliffe has finished. 
Mr. Shirtcliffe.] I am very much interested in what you have said about the land-tax. I 

understand that you advocate a flat rate of land-tax irrespective of area or value, and, in the case of 
land held for speculative purposes, the imposition of no additional .Penalty 1-No; because if the 
flat rate is properly considered-and Mr. Clark is capable of properly considering it-it will be a rate 
which will in normal circumstances pretty well eat up the possible unearned increment ; that is to 
say, the unearned increment of one year would be pretty well eaten up by the rate. I have bought 
sections myself and have paid rates on them, and land-tax too, and I know that when you come to sell 
out and think you are doing very well, when you figure out what you have paid in the meantime in 
the way of taxation you find there has not been very much in it. 

It seems to me that if a man has held land for speculative purposes for twenty years and made no 
attempt to improve it the community has been deprived of the use of that land. Would you not 
consider it fair that he should pay some penalty, in addition to the land-tax that anybody else pays 1-
It might be considered fair, but I question whether it would serve any particular purpose. In tbe 
case of country land, whether it be agricultural land or pastoral land, no man holds that land absolutely 
idle. He may not be using it to the best advantage. He may be using it very much short of tbe 
best advantage, and he may be doing so deliberately. What I point out is that this year-by-year tax 
will spur him up in the matter. 

Take suburban lands 1-In the case of suburban lands I do not know that it is a matter of verv 
much consequence. One man wants to hold on to his 5-acre patch. There are plenty of othe;s 
who are wanting to sell. In some cases there will be more difficulty than in others. In a place where 
land is exceedingly scarce there might be some little purpose to be served by the proposal to put a 
special tax upon such land ; but, generally speaking, I do not think that tbe putting-on a special tax 
upon land which is being held and not sufficiently used will serve any particularly good purpose. 

Mr. Clark.] po you think that the. exemption of such a la~ge area of land in re~ent years by 
reason of the ordinary mortgage exemptwns has helped speculatiOn, and that the abolition of those 
exemptions would meet the difficulty that Mr. Shirtcliffe has mentioned 1-To some extent it would. 
I do ':'ot suppos~ !t was intentionally done, but the e~ect of the recent le!li•lation was to allow very 
large mcomes ansmg from Ian~ to escape. I sup~ose 1t was really an acmdent rather than anything 
else, but under the theory which I propound no mcome would escape, no matter where it arose. 

Mr. B"1]g.] You were going to speak of the company taxation !-Company taxation suits me all 
right as it is. But, all the same, I think it is quite inequitable. I do not think it is equitable to treat 
a c~mpany as an. individ~a.!. How eve~ much it may save my own. pocket, it is not a fair thing. 
I thmk, therefore, m oppos1t10':' to !"Y fnend Mr. Clark, that as soon as It can possibly be done a change 
should be made. I do not thmk 1~ can be done at once. . The dem":nd for revenue is too great and 
the effect of the change too uncertam. It may not be possible to do 1t at once, but I certainly think 
in tbe words that were used in the report of the Taxation Committee, that the change should b~ 
contemplated, and as soon as possible the taxation of companies as e11tities should be given up and 
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individual taxation adopted. But while on that point I will go this length : I will admit that 
there. are privileges connected "?th. companies, and I know that some hold very strongly that the 
taxa~ton of a company as an entity Is the corr~ct VIew. I do not hold that. I am quite prepared to 
admit that there are a sufficient number of privileges attached to the trading-power of companies to 
warran~ a moderate c01~pa~y-tax being maintained. A ve,_~ moderate company-tax might bo 
mamtamed, as Is the practiCe m some other places. I think that Is the practice in Australia, is it not 1 
There IS a mod~rate co~pany-tax, which may be conceived as a tax upon the privileges of a company 
as compared With a private trader. But for the bulk of the taxatwn of members of companies it 
should be individual ; it should be charged to the individual. And I do not know that the loss would 
be _so great as is sometimes estimated, because an enormous number of people have a certain amount. 
of mcome from companies and a certain amount of income from private sources--perhaps their private 
efforts or their salaries or something else-and the aggregation of the two for taxation purposes would 
bring them into the higher scale upon their whole income. Therefore I do not think that the loss 
would be so great as has been feared if the change were to be effected. That is my opinion on 
company taxation. The taxation should be upon the individual. The privilege attachinn to the 
company might be covered by a reasonable company-tax. " 

Mr. Shirtcliffe.] It would be a privilege tax !-Yes; in the same category as the land-tax. It 
would be a privilege tax. I do not know whether there are any other privileges which might be 
taxed, but they are not under our purview at present. 

Mr. Begg.] You mentioned that the company-tax suited you: do you mean that it suited any 
one whose income is derived from dividends 1-I would not like to go so far as to say that it suits 
every one, but it suits me, whose income is derived from dividends. 

Because the company pays the tax and they get it free of tax !-They pass it on. 
But if shareholders get their dividends free of tax, if company taxation were abolished, would 

not they not only get that dividend but also what now goes to the Government in the shape of tax !
No; competition will regulate that. 

You think that a company earns more when it has to pay that tax than it would if it did not pay 
that tax !-It makes up its mind to earn that tax more. The position is that capital always seeks 
the best investment. For purposes of revenue you cannot find capital unless you can give it something 
better than the ordinary investment rate. If you want capital to carry on a business-and every 
one wants capital to carry on a business, either his own or some one else's-you have got to provide 
for the capital a rate somewhat better than, say, the price of loan-money, which may be 6 per cent. 
Uuless you can show shareholders that by leaving their money in your business they will get more
say, 7 per cent. as a minimum-then they will not put their money into the business, but will invest 
their money in mortgages and loans. Then the only corrective asserts itself : as soon as the money 
market geta so flooded with this money that investors cannot find investments for it, immediately 
the price of investment-money goes down, and instead of being 6 or 7 per cent. it may go down as low 
as 4! per cent. or even lower. Whenever that stage is reached people will come back and say, "We 
can make 7 per cent. in business and so we will find the investments for our money in business." 
Money goes into businesses when businesses can produce more than investments. Money leaves 
businesses when they will not produce as much or as safely as in investments. That, I think, is 
obvious. The consequence is that a large company particularly, and even a small company, seeks 
to encourage the investment of capital by keeping up the rate of its dividends, and this applies more 
to companies than to private individuals. Private individuals may be leisurely inclined. They may 
be all right as far as their positions go, and they may not need to worry about making more than, 
say, 5 per cent. ; but the manager or the directors of a company are in the position that unless they 
can show their shareholders that they can give them something better than the investment rate they 
will find their shares dropping, and their company will go into liquidation. Consequently, if there 
is going to be a tax which is the equivalent of 3 per cent. on the income of that company, then they 
will have to pay better in order to pay shareholders 7 per cent. The shareholders will growl other
wise, and will take their money out. They have to get it, and we are told that it does not pass on. 
Well, I would like to say that in every case it does pass on. Some people are unfortunate enough 
not to be able to pass it on, but it does pass on in. practically every case. You may say that it does 
not pass on directly. For instance, a firm does not put down on the end of the invoice it sends you, 
"Your proportion of the income-tax is so-much," but it takes jolly good care, in reckoning what it 
can sell its goods for, that income-tsx is taken into consideration, and necessarily the cost of the goods 
is higher. That money has to come from somewhere. The shareholders will not part with it. They 
want their 7 per cent. The wise manager charges more for his services, the legal profession charge 
more for their services : in every case men charged more for their services or for the goods they sell. 
They certainly do pass on the tax. It does not come out of the· shareholders' pockets. Uemove that 
tax and immediately the competition of one business with another will bring things back to something 
better than the investment return because of the increased risk of the business. That continues all 
the time, and no legislation, nor any human scheme, will avoid it, because it is human nature. 

Mr. Shirtcliffe.] We have had evidence this mo~in.g fr?m a leading ma~u~ac.turer ~nd with a 
wholesale and retail business, and he was most emphatic m hos statement that It IS !Dlpossible to pass 
on the tax. 

Mr. Hunt: Only in the retail trade, he said. 
Mr. Shirtcliffe: He was very emphatic that as regards the wholeaale and retail side of his 

business it was impossible to pass on the tax, that they bought and sold to the best advantage, and 
made the profit which the market conditions would give them, and that at the end of the year they had 
to provide a certain proportion for income-tax : you disagree with that !-There are many people 
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who, without much calculation, plunge into business, and they say, "Well, there must be a profit in 
this," and they go ahead to the end of the year without knowing or having any idea of what the 
result of the year's trading will be. 

But this is not a firm with any short experience ?-Then, it must be a firm that had been 
making large profits and not passing•their tax on ; it may be that other people were content with 
lower profits than they were making. 

How do you suggest that the passing-on is effected : you could not add a percentage to the cost 
of the goods to cover income-tax 1-You do, as a matter of fact. You· increase your " overhead " 
as it is called-your rates and taxes are included in your overhead. 

Rates and taxes are a fixed quantity, whereas your income-tax is an unknown quantity until the 
end of the year ?-Theirs must be a very fortunate business then. 

You do not think that the force of competition to-day beats prices down to the level at which 
they would be were there no income-tax 1-No. In some cases; take gas companies--

But they are exceptions?-Yes, they are exceptions, and they are easy of illustration. 
illustration is easy there. They deliberately put into their charge so-much for income-tax. 
companies do the same thing, I believe. 

The 
Coal 

Mr. Weston.] No ?-Well, there are coal companies and coal companies. Any one will realize 
the truth of what I say, that out of the earnings of a business you must find sufficient to pay that 
tsx, and you must find sufficient to give a satisfying dividend to your shareholders. 

I can tell you frankly of one company which, if there had been no war, would have been in a 
better position than they occupy to-day. Instead of paying 6 per cent. we would have paid 8 per 
cent., and we would have had at least another £10,000 in reserve !-Well, I am in one company that 
has been in existence for fourteen years, and it has never paid a dividend yet to its ordinary shareholders. 

Mr. Shirtcliffe.] What has become of the capital l-It will pay eventually, and as far as the share
holders are concerned, nine times out of ten the money is withdrawn. The new man will hang on for 
a year or two, and will make his loss and then clear out. You can buy shares in this company for 2s. 6d. 
These people are speculators, but as a matter of fact money disappears from any investment which 
fails to produce a return. · 

Mr. Weston.] Cannot you put it this way: income-tax is a tax either on personal exertion or on 
the use of capital 1-0n the income from capital. 

The income that comes from the use of capital 1-No ; the income from capital. 
Well, capital always wants to get as much as it can, the biggest return, and the return you can 

get from capital is dependent upon the demand for capital in the country and the supply available?
That is so as far as the investment rate is concerned. 

The investment rate also affects every business. Therefore the extent to which a tax upon the 
use of capital cannot, pass on depends upon the law of supply and demand ; that is to say, the amount 
of capital in the country and the demand for it ?-Well, no, the rate of income which will be gained 
by the owners of capital depends upon the supply and demand, but the amount which a business will 
call upon itself to earn only depends upon it to the extent that it will have a little less to earn in order 
to satisfy the shareholders. But assume that the price of investment capital came down to 4 per cent., 
you can easily understand that the shareholders in a business would think themselves doing all right 
if they were getting dividends of 6 per cent. But if you were taxing these companies which were 
earning 6 per cent. another 2 per cent. they would immediately say, "We must still give our share
holders 6 per cent.," and they would get it. 

Supposing you were taxing all capital alike, if you were taxing capital used for investments you 
must pay the same tax upon that 1-We are discussing taxing income from capital. 

We are going to tax income from capital : you tax the man's investment in mortgages the same 
as you tsx his money in a bu.•iness 1-No. You mean that income compared with income, the rate 
is the same for moneys realized from investments as it is for moneys realized from businesses 1 

If you say that you can pass on the tax, then you would get a rise in your basic rate ; that is to 
say, the man who was investing in mortgages at 4 per cent. would say, " I want more than that, 
because I have to pay a higher rate of income-tax than in the past 1-So he does. 

Taking the basic rate-that is, investment in first-class mortgages-you will find that the increase 
has been from 1 to It per cent. : is that so or not 1-I am not in a position to say what the increase 
bas been, but there are two elements which account for the increase : the one is the sufficiency of the 
supply of money, and the other is-assuming that the supply approximates to the demand
the necessity to recompense the man. There is the supply and demand and what the lender is going 
to get out of it. If there be a plethora of money the rate will come down, but the lender always takes 
into account that he must get l per cent. for income-tax. · 

Whether be succeeds or not depends upon the relation between the supply and the demand for 
money. If you take the rates for money over a long term, you find that the increase in the rates for 
Government securities was about ll per cent. Borrowers would have to pay I! per cent. more than 
in 1914. That is a little under 30 per cent., which is the rise in the rate of interest. As against that 
the cost of living rose over 62 per cent. So that the rise in the rate of interest is not in proportion 
to t~e rise in the c?st of living. So that even if yo~ are getting 6! per cent. to-day where you were 
gettmg 5 per cent. m 1914; your 6! per cent. to-day IS not worth what your 5 per cent. was worth in 
1914. That goes to show that tax is not passed on 1-It has no connection with it whatever. 

Mr. Hum: Can I try to make the point clear 1 Mr. Weston was showing that the same deduc
tions applied to investments as to a business, but that is not so. Take the case of a man with a total 
capital of £10,000. He inv.ests that £10,000 at 6 p~r cent. in mortgages and gets £600 a year. From 
~hat he has got to p~y 5s. 6d. m the pound, or £15 m ts~. If you go and ask him to put that money 
mto a busmess he Will say that he wants more ~han the mvestment rate. As your business is paying 
5s. !Od. he will want 7 per cent. plus 5s, IOd. Ill the pound 1-He wants to be .assured of something 
better than the investment rate, 
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Apvroximately 5s. IOd. and 7 per cent: is 10 yer cent.: you would have to earn lU per cont. in 
the busmess. Whereas 6 per cent. earned m the mvestment only pays 6d. in the pound · the same 
£10,000 invested in business must pay 5s. 10d. ?-Yes. ' 

Mr. Weston: But 10 per cent. from a business to-day is not equivalent to 7 per cent. in 191( 
Mr. Hunt: But that does not enter into it. • 
Mr. Weston.] You are .not getting the same interest on your money !-(Witness) 1'here are muny 

of us not gettmg the same mterest for our money, but I do not see that that has anything to do with 
~he question of passing on the tax. It does not matter what the tax is: it may be Customs duty, 
1t may be a ch~rge for services, it may be an increase in your expenses. Hut it is always paSBed on 
unless you are m such circll111Stances that, unfortunately, you cannot do it. There are such circum
stances, but they are comparatively rare. 

Mr. Shirtcliffc.] Do you think that the income-tax as at present levied is a distinct discourage
ment to the formation of companies !-It·all depends. Theoretically it is, but when people propose 
to form a company they take all these things into account, and if they consider they will not get a 
decent return they do not form the company. Theoretically it is a discouragement. Of course, 
taxation is a discouragement to all industry. 

As a matter of fact, people only form companies under such conditiona provided that they 
satisfy themselves that they can, after paying tax, return a fair rate of interest on the capital 
invested !-That is so. I cannot conceive of any one forming a company if they are going to get only 
4 per cent. 

One would almost think that under the present system by which income-tax is levied there 
would be practically a cessation of the registration of new companies !-I do not know that that need 
be. I do not see why it should be. When people contemplate forming a company the first thing 
they do is to sit down and calculate the possibilities of that company as an earning institution. If 
they satisfy themselves that even with the existing tax it will earn a reasonable amount they will form 
the company. 

Then there are possibilities, even under the present system of taxation, of earning a return ?
Yes, but they are linllted. They have got to calculate upon the company earning 10 per cent. if they 
are to get 7 per cent. in dividends. 

Mr. Weston.] Most companies do !-Most companies do not. 
Mr. Shirtcliffe.] It may or it may not surprise you to know that since 1918, when the high tax

ation commenced, during the five years, there have been over one thousand three hundred private 
companies registered !-Yes. 

And 476 public companies. In the last year, 1922, in spite of the 5s. IOd. in the pound income
tax, there were 106 public companies registered, with a nominal capital of over £11,000,000. From 
that it does not seem that the registration of companies is being greatly discouraged 1-I do not 
think you can draw any sound conclusion from that, because you must assun1e what might have been 
registered if there had not been that heavy rate of taxation. That is mere gueBBwork. But one 
thing is quite certain-that if you are proposing to establish a company you must sit down and see 
what that company will give you in the way of .a return. If you reckon that company can earn 
sufficient to pay the tax, plus a reasonable return of the money to the shareholders, then the company 
\vill be formed. If you discover that it is impossible to get a sufficient profit in order to pay tax and 
have a reasonable return, then you do not form the company. If the tax were twice as much, that 
calculation would still apply, but it would not prevent the formation of companies. There are many 
concerns where the tax is passed on. If there is a tax upon leather you will find it reflected in the 
price of your boots. 

Mr. Begg.] If there is a tax upon bootmakers' profits, does that increase the price of boots?
Yes. The cost of living has increased, as far as the bootmaker is concerned, and because of that you 
must pay extra for your hoots. 

Mr. Shirtclijfe.] All that I quoted those figures for was to suggest that in spite of the present 
system of taxation and the higher system of taxation that prevailed prior to 1919, that question you 
have suggested as to whether the company could pay the tax and still pay a reasonable dividend has 
been investigated in the case of over 1,300 private companies and 476 public companies ?-It ought 
to have been. 

We will assume that they were men of business and knew what they were doing !-If they were 
wise men they must have considered th&t the company would earn sufficient to pay the tax and make 
a profit for themselves. 

You remember that in the minority report of the Committee there was this passage: "The Vom· 
missioner of Taxes gave evidence that the proposed change in the incidence of company taxation would 
mean that the rate of income-tax on all taxable incomes of individuals betwean £300 and £2,000 would 
have to be at least doubled." You said that the incidence of taxation should be altered as soon as 
possible. The money has to be raised, you see !-What I said what t.his, .though I may ':'ot be 
expressing myself in exactly the same words: I could no.t ':"Y but that 1t m1'fht n?t be poBBible at 
present to make the change but, in the words of the maJonty report of the Comm1ttee, the change 
should be contemplated, and that an attempt should be made whenever it is possible to revert to the 
individual system. . 

Let me put it in this way: If it were found that in order to effect the change the taxation on 
incomes of individuals between £300 and £2,000 would have to be doubled, you would not suggest 
that the change should be made !-Personally, I think it would be just, but I do not think th&t any 
Government would venture to do it. 
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There is the question of ability to pay 1-The question of ability to pay comes in. The people 
would probably rather pay indirectly, through the company taxation. I think Mr. Clark was only 
estimating when he made that statement. I do not thinlr it was the result of a close investigation. 
But if it still be true that such would be necessary, well, I do not think that any Government would 
do it and it is not within the region of practical politics. But I say, as a matter of equity, as a 
mat~r of principle, that the Government ~ught to conte':"plate do~ng_ it as soon as po~sible. 

The Chairman.] You adhere to the VIew expressed m the maJonty report, to which you were a 
party 1-Yes, I hold to that view. ' 

DUNEDIN: THURSDAY, 1ST MAY, 1924. 

ARTHUR CLOTHIER examined. 
The Cl!airman.] I understand that you were for many years in the Valuation Department 1-I 

commenced in the property-tax Office in 1883, and, with the exception of a brief break of some five or 
six years in my service, I was there continuously until I retired in 1918. For twenty-five years I was 
in charge of the Otago and Canterbury district, principally Otago. · After ';"Y ret~ement I commen~ed 
practice on my own personal account as a valuer, and have made my speCial busmess the preparatwn 
of land-tax and income-tax returns. 

You have made a study of land and income tax, have you 1-I have made it my hobby. 
Have you prepared a wri_tten statement set~g forth your views1-Yes, ~ir. It is as follows:
First, I would call attention to the land-tax rmposed on lessees under sectwn 52 of the Land and 

Income Tax Act 1923, which reads as follows : " Any person owning any leasehold estate shall be 
deemed for the purposes of this Part of this Act (though not to the exclusion of the liability of any 
other person) to be the owner of the fee-simple and shall be assessed and liable for land-tax accord
ingly. . . . The provisions of. this section shall ~ot ap:ply to _leasehold estates i~ any land of the 
Crown, or in any Native land, or m any land vested m fee-srmple m any person who m respect thereto 
is wholly exempt from land-tax." The effect of this is that any p~rson who leases Ian~ from a private 
individual has the unimproved value of such land added to the unrmproved value of his own freehold, 
and is charged graduated land-tax on the total of the two, less the amount of land-tax, if any, payable 
in respect of such leased land by the owner thereof (see section 2). The following is an actual example 
of the working of this section : A owns land of the unimproved value of £9,345, and leases from B, 
C, D, and E other lands the unimproved value of which is £39,515, and is charged tax on the total, 
£48,860. This amounts to £690, less the tax paid by B, C, D, and E, £414, so that A has to pay the 
balance £276. The graduated tax on his own freehold (£9,345) is £55, so that A is actually paying 
£221 on his leasehold land, the tax on which has already been paid by the owners. The charge in 
this particular instance is equal to ls. 4d. per acre on the area A leases. I consider this double taxation 
to be inequitable, and that the section (which was originally introduced in the Finance Act, 1917), 
should now be repealed. I may mention here that in the preceding year the tax was £550, and in 
the year before that it was £360. The difference is due to the difference in the rate. The provisions 
of the Act so far as land-tax is concerned are, to say the least, very intricate, and I believe that a 
straight-out land-tax at a flat rate on both town and country lands would give more general satis
faction to the taxpayers as well as being simpler in administration and collection. My experience 
tends to show that (apart from a laudable desire to pay as little as possible) the taxpayer does not 
object to pay so long as he feels that his neighbour is doing the same. With regard to income-tax, 
I do not thinlr there would be much, if any, objection on the part of the farming community to pay 
a small tax at a. flat rate, deductions, of course, being allowed for mortgage interest and other 
expenses as already provided for in the Act for businesses other than fanning. And any objection 
that does exist might, I think, be largely removed if more stringent measures were taken to enforce 
compliance with the obligation to make returns. Apparently the minimum penalty provided for in 
the Act (40s.) does not act as a deterrent, and should, I think, be substantially increased. The cases 
of non-compliance are numerous, and in some instances flagrant, and afford good grounds of complaint 
from those who comply with the law. As regards the payment of income-tax by companies, I 
personally see no reason why in this respect companies should be placed on a different footing from 
any other commercial firm or individual. The tax itself when distributed over the number of shares 
in a company can only come to an infinitesimal sum per share, and ample provision exists in the Act 
for the relief of hardship in the case of small individual shareholders; whilst, on the other hand it 
might in many instances prove to the advantage of a large shareholder to have the tax deducted fr~m 
his dividends rather than to include the dividend in his return. The balance-sheets of companies are 
usually prepared by officers of reputed knowledge and experience, and, as I have already said the 
payment of the tax does not materially affect the individual shareholder, and this method of colle~tion 
has the additional advantage of being both accurate (the tax being. calculated from the balance
sheet) and economical and without friction. 

Mr. Hunt.] You are an experienced land valuer, are you not !-So far as the valuation of country 
-,lands is concerned, I. do not profess to be an experienced valuer, but I have had a large amount of 

eXRZrience in the valuation _of town lands. 
:A,re you also an expenenced busmess man !--I have earned my own living during the last sixty 

years.'\.., 
WJ1a\at !-Anything honest. 

. I me~~ you have not h_ad !"uch to do with the management of companies 1-I was brought up 
m one of the Jargest compames m England-the Great Western Railway; 

\ 
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Do they have company-tax there 1-No. I am speaking now of forty-five years ago. Tbe_v 

did not in those days. 
Had you anything to do with the financial management. of the company 1-1 bad. I was in tlie 

secretary's office there for some fifteen years, and as a young man I had much to do with the finances 
of an undertaking which is almost as big as the Government of New Zealand. 

You say in connection with company taxation that it comes to such an infinitesimal sum per share 
that it hardly counts !-Speaking generally. You cannot individualize, you know, in tlwst• things 
altogether. There are cases I know in which a small company lllls bern suce<'S.<fnl and tlu• tax bas 
been very severe. In one instance to my personal knowledge the tax paid by the company in one 
year was equal to half the capital. . 

That company was making a very large profit !-The tax wa.• based on tlw profits. 
Take a large company that makes a gross profit of 10 per cent. It would take 3 per t•ent. of the 

10 per cent. to pay the tax at the present rate. That would reduce the profit to 7 p••r cent. 1-Yrs. 
Would you call that an infinitesimal sum that would not be felt !-Spreading the tax over each 

share, the amount of tax paid comes to a very small sum. 
But it comes to 3 per cent., assuming a profit of 10 per cent. !-Yes, on the total investnwnt. 
You would not call 3 per cent. an infinitesimal sum, would you 1-1t is not a large sum. 
If I borrowed a sum of money from you at 6 per cent. and only paid you 3 per cent., would vou 

call it infinitesimal 1-1 might be glad to get even that ! -
Mr. Shirtcliffe.] You quote an instance here, in connection with land-tax, of the effect of al(!(re

gating the leasehold with the freehold, and you show, in the instance you quote, tlmt A had to pay 
£276, instead of £55 which would he the graduated tax on his own freehold!-That is so. 

So that he was paying £221 on his -leasehold land 1-Yes. 
I pr•_sume he would take. up that leasehold land with the knowledge that he had to I"'Y the 

wadnated tax !-No. That land was t.aken UJ> before the Finance At't of 1917 was pa.<.<ed. 
In that respect, of e011rse, it would be a hardship on him owing to subsequent lel{islation !--Yes. 
But if a man were t.aking up leasehold land to-day he would calculate the rent he wa.• able to 

pay and the tax he would have to pay !-If he wa.• well advised as to the tax. But the position, so far 
as this section of the Act is concerned, is this : it is so little known generally. Even the prof•ssion 
know nothing of it. S<> that as to advising a client you will find, in effect, that there is scarcely one 
person in a thousand that would take it into eollSideration. 

Then the hardship on the man taking up leasehold property lies in his lack of knowledge of the 
Act !-Lack of knowledge on the part of his adviser, for which he has to pay. 

You mean to say that his advisers, who make this sort of work their job, arc not able to advise 
!tim on that point-<>ne of the most important points in the Act 1-I do not think more than one in 
a hundred knows of it. 

Now, with regard to ineome-tax : d& you favour a graduated income-tax at all 1-No, I cannot 
'"Y that I do. l consider that if a man has a large income he has also large responsibilities, and in 
other ways he has to· perform his duty to the State. 

Do you think that a man making £50,000 a year should only pay the same flat rate "" a man 
making £500 t.axable income !-So far as I am aware there are very few individuals making large 
sums of that kind. But take " man making £10,000 a year ; he does more in proportion for his 
income than a man who is- only making £1,000. 

You think it is fair that the man who is making £10,000 to £20,000 a year should pay only the 
same flat rate as the man who makes £1,000 a year 1-Yes. And there is another thing which 
impels me to that conclusion, and this is the result of my personal experience amongst taxpayers for 
many years, both here and in the Old Country too. If yon can equalize the tax as far as possible the 
taxpayer is very much more ready to accept the position. As I iml;rllted in my memorandum, almost 
the whole trouble over taxation, in this part of the country at all events, is that A's neighbour is 
getting out of it while A has to pay. That is the reason why I suggest that the penalty for failure 
to make a return should be very substantially increased. 

Keep to the question of the graduated tax just for a moment. I gather that you do not favour 
the levying of taxation on the principle of ability to pay according to income. You see, a certain amount 
of money has to be raised for the country's needs, and that is one reason why the graduated tax is 
kept in force. .You are not in favour, I gather, of the man with a large income hcing made to pay 
more in proportion than the man who makes a small income, bearing in mind the country's needs !-
The country'& needs co-uld be met by a very sma.ll increase in the rate. 

The flat rate !-Yes. 
Would not that bear hardly on the man with the small income-much more hardly than on the 

man with the large income I For example, suppose a flat rate of 2s. in the pound. A man making 
£1,000 a year would have to pay £100, while a man making £10,!J?tl would have to pay £1,000 .. It would 
be much easier for the man making £10,000 to pay £1,000 than It would be for the man makmg £1,000 
to pay £100 1-Noi always, I think. I had a very wealthy client in my office yesterday who was 
short of money. 

Mr. Shirtcliffe (to Mr. Clark): With regard to Mr. G1othier's suggestion ~bout the penalty, wl1ich 
see IllS to go in the right direction, is it right that failure to make a return entails a penalty of only 40.. 1 

Mr. Clark: That is the minimum. It goes up to £100. 
Mr. Shirtcliffe: A' solicitor was fined £10 only this week in Christchurch. 
Mr. Clark: It is in the discr•tion of the Magistrate. 
Mr. Shirtcliffe (to witness).] I gathered from your statement that you thought 40s. was the 

maximum 1-No. I used the word minimum. 
Mr. Clark: If the failure to make a return is Wilful, for the purpose of evasion, after the Magistrate 

has dealt with the case I can impoae a penal tax-three times the amount of the tax. And that is 
frequently done. 
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Wit~tess: In the eliSe of a man who is nearly taxable that provision fails, and it is these people 
who are nearly taxable and who may become taxable by an inspection of their accounts that 1 refer 
to more particularly; and they are a large source of trouble, because they go about hoiiSting that 
they have made no return. . . . 

Mr. Shirtcliffe.] But those men are sttll subject to a penalty If they make no return-a penalty 
up to £100, although they may not be taxable 1-Y;s, up to £100; ~nd that is why I ~uggest an 
incrcMe of the minimum. There was a case reported Ill the paper m which a man, a professiOnal man, 
had consistently refused to make a return for seven or eight or nine years. Finally he was summoned. 
He pleaded guilty, but instead of imposing a substantial fine-one which this man could well afford 
to pay-the Magistrate rather condoned the offence and blamed the Department, but said he was 
bound to inflict a penalty, and fined the man the minimum amount--40s. 

Was he taxable ?-That I cannot say. 
Mr. Clark: As a matter of fact he had paid more tax than he was really entitled to pay if he had 

made returns. He paid through default assessment. . 
Witness: The point I want to emphasize is the absolute necessity for every one in business to make 

a return. 
Mr. Shirtcliffe.] With regard to your view concerning company taxation and the que3tion asked 

by Mr. Hunt, there has been a good deal of discussion as to th; effect of the present incidence of 
taxation of companies, on the small shareholders as compared w1th the large shareholder«. I want 
to ask you for your view on this question. Small investors take up their shares in companies. They 
may have a few hundred pounds each. They put that money into companies for the purpose, as 
they think, of earning a tax-free dividend that they would not be able to earn outside. When the 
company pays its dividend-say, 7 per cent. if you like--they get the same rate of dividend as the 
large shareholder. Do you think there is any injustice inflicted on the small shareholder by the tax 
being paid by the company 1-No, sir, for the reason I have stated there-that the small shareholder 
is amply protected by the present Act. The ·process is so simple that a child in the Third Standard 
could do it. All one has to do is to write to the Commissioner and say, so-much tax has been 
deducted from the dividend, and he will refund the amount. The thing is quite simple. 

Mr. Shirtdiffe (to Mr. Clark): How does that operate in the case of a small shareholder 1 
Mr. Clark: The provision is that the dividend, with the tax refunded, must not exceed 6 percent. 

on the paid-up capital. That is the limit. The dividend that the shareholder receives, and the refund 
of tax made to him, combined, must not exceed 6 per cent. on his paid-up capital. 

Mr. Weston: Guaranteeing him 6 per cent. on his investment 1 
Mr. Clark: That is what it amounts to. 
Mr. Shirtcliffe (to witness).] Then, you consider that the small shareholder is well protected-he 

IS suffering no injustice 1-He is getting very materially the best of it. 
Mr. Begg.] You have had a lot of experience in valuing land, and you stated that you believe 

in a flat rate of tax on land 1-Yes. 
Do you think the fairest way of imposing that tax is on the unimproved value as at present 1-

Yes. 
Have you experienced any difficulty at all in arriving at the unimproved value of rural lands 1-

I think, Mr. Begg, that your experienc<O is almost as wide as my own. I do not remember a case in 
which there has not been a difficulty. You have been an objector yourself, and you have been an 
assessor. 

AB regards structures, fences, and so on, the value is easily arrived at 1-Yes. 
But with regard to other improvements they are always more or less invisible, are they not !

Yes, practically. 
In fact, in many cases they are not ascertainable 1-No. 'fake bushfelling, for instance. It 

disappears entirely after thirty or forty years. 
Draining ?-Draining disappears. 
Improvements in pastures !-Yes. 
As there are all these difficulties, wit.h the inevitable consequence that it cannot be equitable in 

every case, that there is a danger of its not being equitable, for an improvement that is invisible very 
often departs and will not ?e allowed for ?-It i~ like paint o~ .a house. It is exhausted-gone. 

You know only about 1t 1f you know what 1t was hke ongmally. Is not that difficulty liable to 
increase annually, as time goes on 1-I think not. The difficulty has m":iniy arisen, in my experience; 
through the want of knowledge on the part of the valuers when taxatwn on the unimproved value 
was first introduced, which is not so many years ago, comparatively. 

You do not think that that difficulty will increase 1-No; I think it will diminish. 
Will not the knowledge of what the land was like originally get more and more shadowy as time 

goes on 1-I think sometimes you will find that with old age your memory improves. 
But if this system depends upon an individual's memory is it not hopeless, because if this 

c~ntinues it will go on, long beyond the extent of one ~an's life, so memory will not help ?-That 
Will be some one else s funeral, not ours. Whether right or wrong, the system of taxation on 
unimproved value has come, and while it is here with us we can only deal with it as the Act stands. 
The question of valuation is outside the question of taxation. But, still, the tax is imposed upon 
the basis of a certain valuation, and it certainly comes under our review. 

The Chairman.] Yes, it ·comes within the scope of our inquiry. 
Witness: I have not the slightest doubt that with the progress being made the· system of 

valuation will improve year by year, as it has done in recent years. The men are getting more 
experience. 

Mr. Begg.] The farmers think they are not allowed sufficient for their improvements: is that 
your experience 1-Yes; a farmer thinks that when he puts a spade into the ground he has made 
an improvement in every case. There is a large amount of necessary expenditure, but very ofteri · 
it is non-productive. 
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An improvement, m the eyes of the law, may be a detriment in fact !-Yes, particularly in 
tussock country . 

. And yet in valuing you allow for improvements which may have been, in fact, injurious!-
Sometimes that has occurred. 

Is that right !--
Mr. Clark: It is a mistake on the part of the valuer. 
Witness: Even in such cases the same valuer will make the same mistake in the whole of his 

district, so that one farmer does not stiffer as against anothf'r. 
But he does suffer as compared with a farmer in another district under another valuer !-yes, 

that may be so. 
Th~ owner bas the right to object! but my experience is that people, as a rule, do not object. 

The eVIdence put before the assessor IS that there are fifty farmers in the district who have not 
objected to the valuations, and therefore he will weigh that evidence as against the two who have 
objected !-That is so. The way to deal with that is by an alteration in the Valuation of Land Act 
and instead of dealing with the objections sent in, to have a Board to review tho whole lot. Ther~ 
is some sort of Rrovision t? that effect now in the V a_luation ?f Land Ac~. . The local body can obj oct, 
and that also g~ves the right to have many valuatiOns revised. But It Is a proviso which is very 
seldom exercised. 

In point of fact, if only structures were regarded as improvements-buildings, fences, sheep-dips, 
and yards-much greater accuracy would be obtained. If all improvements were ignored except 
visible structures, would not there be much greater accuracy in the valuations !-In some ras<•s the 
valuations would be much simplified, because thousands of acres are simply ring-fenced and you 
would simply value the· fencing. · 

Would it on the whole make it more accurate !-It would make the valuations more level. 
You think it is a fair thing that a company should be regarded as an individual for taxation 

purposes !-Yes . 
. But not absolutely so !-In what way! 

You approve of the small shareholder getting a rebate if he does not get sufficient dividend !
yes, if the deduction inflicts any hardship upon him. But there is nlready provision for him. 

Getting less money than you would otherwise get is always a hardship; it is only a matter o! 
de,gree ?--

Mr. Clark: Receiving less money tlmn you ought to receive would not be a hardship und<·r the 
section. 

But in ordinary English it is only a matter of degree !-(Witness) No; I do not quite agree 
with you there. Take what I am best acquainted with, the Public Service Sup<•rannuation Fund : 
you have a certain amount taken from your salary every month, and you never see it, and so you do 
not miss it. If you take a man getting £500 a year and paying 10 per cent. superannuation 
contribution, he knows that his monthly cheque is based on only £450. 

Then you would not agree that getting less than you would otherwise get is not. a hardship!
It is very hard when it is taken away. 

But if you do not get as much as you would otherwise get, you do not regard it as a harrl•hip ! 
-No. 

But I gather from your written evidence that you would advocate a flat rate for companies as 
for individuals !-Yes. Any deficiency in revenue could be made up by a slight alteration. 

Mr. Hunt.] On the land-valuation question, llir. Clothier, I understood you to say to llir. Begg 
that you did not find it difficult to value improvements ?-Not visible improvements. 

But you admit that it is difficult to value invisible improvements !-No. 
A man took up 250 acres of heavy, wet, swampy, clay land in its unimproved state. He broke 

it in by first putting sixty thousand tiles in drains, and put in one mile and a half of timber drains. 
He crossed that with ploughed drains. He ploughed and subsoiled the whole thing, and put on 3 tons 
of lime per acre, and top-dressed it for three or four years. How would you arrive at the value of 
those improvements ! You would not be able to see the drains or subsoil !-You could not, because 
the man had spent in draining more than the land was worth. 

You think the land was not worth it when it was done !_:No. 
As a matter of fact, you are wrong there, because it was worth it. He took some years to do it, 

and when it was done it was revalued, and the unimproved value went up four times !-That is one 
of the cases with which it is difficult to deal. 

You could not see the tiles or subsoiling, or the lime, or the manure !-It would be like valuing 
a house from the outside. 

You admit that you coul<l not see the improvements in that case !-That is so. The only 
remedy provided by the Act is to appeal to the Assessment Court. 

Could the Assessment Court see the improvements !-They could judge from the evirlence given 
before the Court. It is not necessary for the Court to see everything they de.cide upon. 

Mr. Shirtcliffe.] With regard to land-valuation, do you think it would be bett!ll' if the land
valuation were based on the earning-capacity of the land less the value of the visible improvements ! 
Would that be helpful to valuers and lead to greater accuracy in any direction !-I think not, 
because so much depends on the individual skill and knowledge of the farmer. 

Still, would you as a valuer be able to judge as to the earning-capacity of the land if properly 
farmed !-Yes, and our valuers are able to do so. 

Mr. Clark: They take that into consideration now. 
Mr. Shirlcliffe.] Yes, but the value of the invisible improvements comes into the matter. I 

am asking the witness whether it would be better to have the valuation based upon the earning
capacity of the land if properly farmed less the value of the visible improvements such as structures 
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and fences !-(Witness) That is already taken into consideration, and I think, myself, that in the 
meantime there is no better way of dealing with invisible improvements than the one we have. 
That provides for an appeal to the Assessment Court, where evidence is given by the objector as to 
what has been done to the land in years past, and the decision of the Court is given on the weight 
of the evidence. 

It has been pointed out that perhaps two men out of fifty appeal in one district, and that the 
non-appeal by the other forty-eight is so-much evidence against tliose two 1-The Court is wrongly 
used in that wav. That is why I suggest an alteration in the Act so that the valuation of the whole 
district may be" within the knowledge of the Court. If a man thinks his neighbour's farm is valued 
too low, let him come to the Court and say so. The present system of spasmodic objections is 
objectionable. 

Do you suggest that if one man in a district appeals that should automatically bring the 
valuation of the whole district under review !-Yes, or without any objection at all, because the others 
are also interested. 

Mr. Begg.] And is not the local body interested: if the land is valued high it suits them, 
because the revenue will he high, but if the valuations were low it would seriously interfere with the 
revenue 1--

Mr. Clark: That is so. 
DoMINION RuBBER CoMPANY. 

Mr. Weston: Mr. Chairman, could we deal with the question of depreciation raised by the 
Dominion Rubber Company ! 

Mr. Clark: I would like to point out that that is the result of the alteration in the law 
exempting income from the land. Before the alterations were made we allowed depreciation of 
business premises. Now the law provides for 5 per cent. 

Mr. Weston: In lieu of any allowance for depreciation 1 
Mr. Clark: Yes; and if the law is amended so as to bring in income from the land we shall be 

able to allow depreciation of premises. We cannot meet that case under the present law. 
Mr. Weston: Why did you not give exemption on account of the land there: is it ~ecause it 

is not subject to land-tax 1 
Mr. Clark: That is so. There is no land-tax there. I doubt whether they pay income-tax. 
Mr. Weston: I should think it would be very small there in the Malay Free States. 
Mr. Shirtcliffe: These prople do not tell us what taxation they are paying up there. It seems 

to me that the hardship, if there is any, must depend upon what taxation they are paying on their 
property in the Malay Free States. 

Mr. Clark: There is some income-tax paid in the Straits Settlements. 
Mr. Shirtcliffe: Do they pay land-tax 1 
Mr. Clark : No, I do not think so. 
Mr. Shirtcliffe: If that estate were here in New Zealand they would pay land-tax 1 
Mr. Clark: The company would pay land-tax, and it would get an exemption of 5 per cent. 
Mr. Shirtcliffe: Then, probably the freedom from land-tax means a much greater saving to 

them than this loss of 5 per cent. for depreciation. 
Mr. Clark: That would depend upon the amount of income the company made. 
Mr. Begg: If they are paying no land-tax there, they would have to pay proportionately more 

for the land. 
Mr. Clark: They would pay more for the land by reason of the fact that there is no land-tax. 
Mr. Hunt: Is it only the income that is admitted that they pay on 1 
Mr. Clark: No; on the wliole of the income. 
Mr. Shirtcliffe: What is your view, Mr. Clark 1 Do you consider that these people are suffering 

any hardship, bearing in mind the fact that they do not pay land-tax there 1 
Mr. Clark: I think probably the hardship is that the company made a big profit one year, and 

has made losses ever since. 

CHRISTCHURCH, SATURDAY, 3RD MAY, 1924. 

GEORGE GoULD examined. 
The" Chairman.] You are a director of Messrs. Pyne, Gould, and Guinness, Mr. Gould !-Yes; 

but I would sooner not appear in that guise. I am a director of various firms, including Pyne, Gould, 
and Guinness. In giving this evidence I am not speaking as director of Pyne, Gould, and Guinness. 

I understand. You wish to put before us some views in connection with the subject-matter of 
our inq~ry 1-I do not propose to give evidence on the gene~al q~estion of !ncome-tax as affecting 
comparues. I propose to address myself to one or two pomts m connectiOn with land-tax and 
income-tax as affecting farmers. I think, provided the rate is not excessive, that land-tax is 
preferable to income-tax for farmers, if only on the grounds of simplicity and cheapness of collection. 
In assessing farmers' income it is very difficult to separate living-expenses and benefits derived from 
the farm from working-expenses. I consider that if the principle of graduated land-taxation is 
adhered to there are some very necessary amendments to the Act required. Section 51, imposing 
50 per cent .. in~rease of _tax upon unimproved la~d, is quite unworkable in its present form, except 
by disregarding 1t. Sect10n 51 reads as follows: For the purposo.s of this section ' unimproved land' 
means land on which there are not, on the thirtr-first dar of March irnmediatelr {'receding the rear 
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of assessment, improvements of a value equal to one pound nn acre or equal to one-third of tho 
unimprovcU. value, whichever is the less, and which in the opinion of the Commissiotwr it i~ rPn..'ionahlo 
shoul~ have been_ improved to that extent." That i_s the definition of unimprov"cl land. Of course, 
there_ Is a quahlym& pro~Iso at the end of that sectiOn, ~ut much of our land in l'anterhury-li~ht
carrymg land-reqmres httle mor~ tha~ fencmg to return Its proper production, and it may not want 
even _£1 per acre or one-~h1rd ?f Its nmmproved value spent on it to make it productive. I •UI(I(Cst 
that It '."ould be better 1~ sectiOn 5~ were amend~d to read lik~ this: "• Unimprovt•d land' nll'ans 
land wine~ hy.rcas?n of Its lack ?f_t~tprovement ~s not productive to its rf'asonahh .. capacity, having 
regard to 1ts sttuatwn and accesstbthty, as to wh1ch the Commissioner shall have~ full ext•rei~w of his 
discretion." A man may have a place where the improvements mav he of ~mall vahw; it may hnvt~ 
natural boundaries, but still it may be reproductive, and in that c~se it is evitltmt that it woul<l he 
very unfair to impose 50 per cent. extra tax. 'rhen, section 59 of the Land and Ineome 'rax Act, 
1923, says: "When two or more persons own land in severalty but oecupv it jointly, wlu•t.lwr ns 
partners or on joint account or otherwise, the snme land-tax shnll be pnyabie hy tlwm ami hy ench 
of them as if they owned the whole of the said land jointly, in the proportions which the nnimprovl'cl 
values of the lands so severally owned bear to one another, and for the purposea of this Part of this Act 
they shall he deemecl to be jpint owners of those lands accordingly. Without limitin~ in anv way 
the meaning of the term 'joint occupation,' two or more persons shall be deemed to occupy. lands 
jointly within the meaning of this section if those lands are occupied, worked, or managed by any one 
or more of those persons on behalf of all of them or on a joint account, or if those lands are occupied, 
worked, or managed by 'any other person as trustee for or otherwise on behalf of aU of those persons." 
I think that section is a good deal disregarded ; but I maintain that ns long as the vnrious own<•.rs in 
an estate take title to their properties, that limitation should not be imposed on them. I sny thut 
section 59, which debars landowners from co-operating with one another for their mutual benefit, is 
monstrously unfair, and its repeal would not affect the principle of the Act. If a large property is 
divided into sections amongst the members of a family and owned severally by them, there is no sense 
in debarring them from working the property jointly and so economizing in working-expenses, 
provided always that the whole of each individual's interests in land are aggregated for the purpose 
of assessment. That is the point which I think is essential. I may have a section in one estate which 
is worked jointly, and I may have company interests in another lnnded property, and I may have 
another estate of my own, but as long as my various interests are aggregated for the purpose of 
assessing my land-tax I think I am entitled to work my land to the best advantage as it pleases me. 
I can see no sound reason why the benefits of co-operation, which are enjoyed by persons in other walks 
of life, should be denied to landowners and farmers; in fnct, farmers are always being urged to 
co-operate both here and elsewhere. I have always considered this a very unfair thing. If a man dies 
and leaves several children, amongst whom his estate is divided, provided each takes his own title 
to his share, I do not think it is right that they should be debarred in working their areas together for 
their own mutual benefit. A clear distinction comes between joint ownership and several ownership, 
There may be several reasons why they may not like to hold property us joint owners. There may 
be reasons why they should be taxed as if the several sections of an estate belonged to one party; 
hut where each party takes title I think he should be free to work his property or two or three people 
should be entitled to work their properties together to the best advantage. One might go further and 
say that section 52, which also makes a freeholder liable for excess land-tax on any other property 
he leases, should not be inflicted upon a man. If I own a property .and lease an adjoining piece of land 
that indicates that both I and the adjoining owner think we can make more use of it in that way than 
he can, and I think we should be free to do that. It means that the man with the greater ability-the 
lessee-will make more out of the land, and I think that it is a question which is worthy of consideration 
whetlrer that section 52 should not be amended in some wav. 

If, as suggested, a flat rate for land-tax were imposed i~stead of a graduated rnte for land-tax, 
then the difficulties which you raise would disappear. Further provision for them would he 
unnecessary 1-Yes. I have thought that, probably for political rensons, the graduated tax would 
be departed from. There is a further matter to which I wished to refer, although I speak of it with 
some diffidence-the question of a farmer paying land-tax on the amount of his mortgage. I nm 
aware that this is a difficult question to deal with, but it sticks in _every farmer's 1\ullet that he has 
got to pay land-tax on the whole of his lan~ when the mortgagee IS takmg one-th~nl or one-half of 
the income from it. I am inclined to thmk that mortgages should be deductible for land-tax 
purposes, provided the tax is based upon the full unimproved val~e of the land; ~ut I think that the 
deduction should· have a limit. The mortgnge should be deductible up to a pomt. On a property 
valued at £21,000 the land-tax is £175, or 2d. in the pound. I think that up to that point the man 
should get full exemption, but I think that the Commissioner could probably not afford to go beyond 
that. That would mean ·that up to £21,000 a man would get full exempti~n for the tax up to the 
amount of his mortgage, but from that onwnrd up to £100,CKlO he should still only have the 2d. It 
would mean that everybody would get an allowance up to a certain amount, more or less--ea?h would 
get a certain allowance on his mortgage, but. the> sma1ler farmer _wou_ld get the full allown.~ce Jf lw had 
unimproved value to the full extent of £21 ,lXlO. I rlo not tlnnk It would he a hnrdsh!]> upon the 
Commis~ioner to do that. The land-tax collected is not very hnve, and I am sure that moRt of the 
farmers would feel that it was equitable. 

Mr. WeRfon.] With regard to your suggestion as to ('Xemption in the c~se of mortgages, the land-
owner would only be taxed upon his unimproved value 1-0n the full ummproved value. . 

1'he mortgage is lent not only on the unimproved value but also on the Improvements, and tt 
would be scarcelv fair to allow a deduction of the whole amount of the mortgage, as part of that 
mortgage was advanced on improvement• which are not taxed ?-That might he. I was only 
thinking of the land mortgn~es. 

13-B. 5. 
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Well, take land mortgages, part of such mortgages is advanced on the value of the improve· 
ments ~-True. 

You might very well have a property worth £40,000, with an unimproved value of £20,000, the 
property being subject to a mortgage of £24,000-in that case there would be total exemption if there 
were a limit of £21,000 ~-lily idea was that there should be total exemption up to the amount of 
his mortgage. Well, I know it is a difficult question. 

I just mention this point to draw your attention to the effect of what you are asking for ~-Yes, 
quite so. ., 

Mr. Shirtdiffe.] With regard to what you said about the 50 per cent. excess tax where land is 
not improved beyond n certain point because it ·possibly does not call for improvements, I quite 
appreciate that there may be cases in your hill-country land in Canterbury where the land does not 
require to be improved to a great extent. I would like to ask you, Is the 50 per ~ent. imposed upon 
such land at present !-I presume in such cases us it is merited, it is. The Commissioner has 
discretion in the matter. 

Mr. Clark: Yes, that is so. There is land which the holders would not be required to break 
up and plough, and where nothing but fences is required : where there are natural boundaries no 
fences are required. . 

Mr. Shirtcliffe: Then, in such cases you do not require the penalty to he paid! 
Mr. Clark: No. 
W itnes.• : Still, it is a big thing in its present form. 
Mr. Clark: It is hard to give you an exact definition in regard to that. (To witness) You 

raised the question of accessibility. There may be lands quite easily accessible, but still not payable 
to improve-tussock land, for instance. 

Witness : If it is productive it would not matter so much. 
Mr. Clark: In defining which lands should bear the penalty, and which should not, you run the 

risk of cutting out something that should be left in. 
Witness: I say "as to which the Commissioner shall have full exercise of his discretion." 
Mr. Clark: That leaves me open to consider all cases. 
Wit ness: The principal question I wanted to raise was in regard t.o joint ownership and owner

ship in severalty. Where men have got title to their land I do not think they should be debarred 
from co-operating. · 

Mr. Clark: As long as you have the graduated land-tax that section, and the others dealing 
with the point, is absolutely necessary. 

Wit ness : I think those sections were framed by a man who had " a bee in his bonnet." 
Mr. Clark: Well, they have been successful. 
Witness: As long as a man takes his title and owns his land you have no difficulty in getting 

hold of his landed interests. 
Mr. Clark: We have a case where a transfer was made to managers, and some years afterwards 

it was found that that was a bogus transaction to avoid the payment of tax. The whole thing was 
being worked as one property. That was outside the family concerned. With a family transaction 
it is not at all uncommon for a father to give titles to his sons, and for no money to pass. 

IV itness : Do you not think it is unfair that one of those people should not be able to act as 
manager~ Supposing a father dies and leaves land to his sons, and one of them acts as manager ! 

Mr. Shirtcliffe: Have you any discretion in that matter, 1\lr. Clark! 
Mr. Clark: No. 
Mr. Shirtcliffe: In your experience, Illr. Clark, have there been many complaints of hardship under 

that clause ~ 
M_r. Clark: It has ouly been exercised this year for the first time. You can hardly say it is in full 

operatiOn yet. 
Mr. Shirlcliffe: Hav~ you applie~ that section to such lands as 1\lr. Gould quotes, 1\fr. Clark! 
Mr. Clark: We dtd m the first mstance, but when the facts were submitted to the Department 

tlw assessments were amended in many cases. 
Mr. Begg (to witness).] Is_ there ~uch of this poor land that is not susceptible to great improve

me~t held on freehold tenure m Canterbury !-Yes. It is capable of slight improvement by surface
sowmg. 

That is not an improvement that the Tax Department might appreciate !-That is possible. If 
you took the Commissioner there he would not be able to see the seed. 

That improvement is one for which you would very likely not get an allowance ~-That is so. 
A~ far as I know, _I think the Commissi?~er has exercised his discretion with great disr:retion and 
fatrness, but the strwt rcadmg of the provtswn appeared to me to require review. 

CHRISTCHURCH : MONDAY, 5TH llfAY, ]924. 

JoHN DRYD~N HALL examined. 

SIT. 
The Chairman.] You are a barrister and solicitor of the Supreme Court, and a farmer also 1-Yes, 

'!'o? are presid_ent of the North Canterbury Farmers' Union, are vou not !-Yes. I am 
subr;uttmg a resolutwn that was passed by the New Zealand Council of Agriculture, of which 1 was 
presrdent last year. 

Js that resolution in your statement!-Yes. 
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Will you please place your VIews before us by reading your statement !-Yes, s1r. It is as 
follo:vs ;- . 1,.. 

This statement IS presented on behalf of the North Canterbury Branch of the .l!'arnwr•' Union mu.l 
application is made for leave to file a further statement on the grounds that sufficient t~me ha~ nut 
been allowed_ to get information and records from a substantial number of farmers to show how ihoy 
have been affected by the present system of taxatwn. The North Canterbury Farmers' Union consists 
mainly~of small farmers engaged_mostly in the production of_cereals, pulse:and seeds, and\vhat is 
known as ·:mixed farmers," the..,mixture consisting _mosily of ... breeding .. uiid fattening la1ubs and 
growmg gram and other crops .. In some districts dairying_ is mixed withagrain-growing, but a much 
larger number of farmers are nuxmg the productiOn of gram w1th meat and wool. According to tho 
Agricultural and Pastoral Statistics for lH22-23, the nurober of farm holdings in North Canterbury 
was 7,68I,_and the number_of permanent workers_engaged on these_ holdings was 13,()()(). During tho 
same year.on 2,080_holdings farmers.were growing.wheat, but last year this number has been reduced 
by nearly on~-half. Approxinlately,_however, there_are_2,()()() farmers in tho district who may bo 
classed as agnenltural farmers and whose farming operations have been more adversely affected by the 
increased cost of production on their farms than the purely pastoral men. The value of the producu 
?f the agricultural farmer does not, like meat, wool, and dairy-produce, depend on export values, but 
IS generally a matter settled by our domestic supply and demand, though at the present time thiH 
produce is competing with wheat and oats imported from Australia and Canada. The sizes of the 
different farms vary greatly, but the average area is about 500 acres, which is the area most suitable 
for employing a six-horse team, that being the generally recognized power unit on this dass of farm. As 
the result of investigations made by the otficers of the Department of Agriculture, the cost of the upkeep 
of such a team to-day, inclusive of the wages of the teamster, is a little more than .l:fiUO per ammm. 
Particulars of this cost are given in the December nurober of the New Zealand Jounwl of Agriculture 
for 1923. The unimproved value of such a farm would not be less than J:ll,()(J(), and the land-tax on it 
would be about £40, while the income-tax on the investment of a corresponding amount in a business 
would be less than £10, and if the investment was in shares of a company there would be no tax 
payable at all. If the investor in a business does not make any income, he does not pay any tax, but 
the farmer has to pay his land-tax whether he makes any income or not. The payment of £10 a year 
may not seem a very large amount to some people to pay for the privilege of owning land and the 
possibility of its increasing in value as the country becomes more closely settled, but under conditions 
which exist to-day, the amount mentioned may mean all the difference between a farmer living iu 
reasonable comfort and working without any adequate reward for his investment and his work. 
Farmers owning land subject to a mortgage of more than £5,000 have to pay land-tax on the "gross 
value," and are not entitled to any exemption in respect of such mortgage. .l!'armers pay rates on the 
capital value of their land, and this results in their contributing more to common services such as 
hospital and Harbour Boards than the city ratepayer, who also pays rates on his land, which is only a 
small part of the value of his whole property. In these cases services are for the people, but payment 
is out of the land. 

Indirect Taxation.-'l'he amount paid by the farmer for land-tax is a small thing compared to the 
taxes he pays indirectly, and which comprise and are the main reason for the increased cost of 
production on our farms to-day. This cost is more than double what it was before the war. Tho 
main items in which this increase is found are-Higher rates of interest, rates, and taxes ; higher rates 
of wages; higher rates for threshing, hauling, and transport; higher prices for fertilizers, binder-twine, 
and sacks ; higher prices for implements, repairs, harness, and other materials. The consequence of thi• 
increase in the cost of production is that farmers cannot grow wheat to-day at 5s. 5d. per bushel, 
whereas up to 1914 they were able to grow enough for the Dominion's requirements at 3s. The 
contention on the part of the wheat-gmwers is that this increase in the cost of production is caused by 
the high graduated income-tax on the banks and large companies, and which, though paid in the first 
place by these bodies, is passed on to the farmers in the form of higher charges for services and higher 
prices for materials. Comparative statements are being prepared showing the fluctuation in the rate of 
the tax, and corresponding changes iu the charges made to the farmers, but generally it is the case that 
up till 1922, when the income-tax got up to 8s. 9d., the increase in the co•t of production had rison 
100 per cent., and has not come down very much yet, so that it does not appear that a mere reduction 
in the rate of the income-tax is the only thing that is required to improve matters. The result is that 
farmers have to give up growing wheat, and tbis leaves their teams idle, upsets their rotations, and that 
a substantial nurober of farmers are in this position : it will require a cycle of liquidation to readjust 
matters. It is this increased cost of production resulting from high income-tax on the companies being 
passed on to the farmers that is hurting the farmers far more than the land-tax, and is restricting the 
energy and stifling the enterprise not only of farn1ers, but of those engaged in related industries. I 
should qualify that by aaying that the reference to farmers right through is to agricultural farmers. 
I am representing them uow, and they are the people who are in this peculiar position. Now, with 
regard to the resolution of the Council of Agriculture, I should explain perhaps that that Council is 
really the most representative organization of farmers in New Zealand. it is a gathering which 
represents all the agricultural and pastoral associations. As you know, there are the .l!'armers' Union 
and the Sheepowners' Federation, but that is the most comprehensive body. it meets annually in 
Wellington, or has done so, and I wish to submit the resolution that was passed last year as being 
representative of the feelings of practically all the fanning community on that occasion. '!'here was 
considerable discussion, and I do not think there was any diesentient vote-it was not recorded, anyway. 
The resolution was: " That the Conference is of opinion that the present method of levying income-tax 
on companies is unjust and calls for immediate revision, first because it compels companies to increase 
their charges to cover the tax, and because these taxes are ultimately paid by farmers. The Conference 
therefore urgently requests the Government to adopt the method in force in other parts of the British 
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Empire-nam_ely, to charge the companies a fl~t ra~ on their undivided profits only, a.nd to include 
the dividend m the taxable mcomes of the receivers. I have made the statement as bnef as I conld, 
and I am very sorry that I have not been able to get the condensed statement of the result of our 
inquiries with regard to the cost of production. Will you allow me to say a word or two with regard 
to the matter l · 

Certainly, whatever you wish to say !-Generally speaking, I want to emphasize that so far as my 
position is concerned I am representing the class of farmer that is having the worst time of any of them 
now. A substantial number of those that I represent-something hke two thousand wheat-growers
have been producing their wheat for feeding the country under, first of all, a fixed price, fixed by the 
State, and latterly under prices fixed by a Wheat Board. The Wheat Board is a non-Government 
organization. It was practically appointed by the various branches of the Farmers' Union, and it has 
negotiated with the millers for the price of wheat for the last two years. When I say it is a non
Government organization, I mean it did not originate from the Government; but in all other 
enterprises the Government has-well, rather a dampening effect sometimes. What happens is that 
when the Wheat Board goes out to negotiate with the millers, negotiations are affected mainly by the 
cost of Australian wheat imported here. That is made better for us by the fact that there is a duty on 
it. That looks all right, and if it were only that it would not matter. But, unfortunately, the 
governing factor in fixing .the price of wheat for this year has been the price of flour. The Australian 
flour is milled over there at a price which is much less than ours, and can be landed here at £13 per ton, 
as compared with £15, giving the.figures roughly. The result of that is that it is bringing the value 
of our wheat down from 5s. 3d. to something like 4s. 7d. There has been a Govermnent embargo on 
the importation of flour, but that is going to be removed. 

Mr. Shirtcliffe.] Next year !-Next session, I think. 
But it will not take effect this year, will it !-This year's wheat has all gone. There has not been 

nearly enough to go round this year. We are importing more than half of the quantity required. 
We cannot tell yet what acreage will be sown. Every farmer is now making up his mind whether he 
will sow wheat. The main bulk ought to be sown in May. A lot of the wheat was sown last year in 
the spring, and the operation was so unsuccessful that I do not think it will be renewed. And I 
ought to qualify also by saying that where land is very fertile so that it will produce on an average 
over 40 busheiB of wheat per acre, it will pay the farmer to grow wheat, and he will grow wheat. 
But as far as fixing the price is concerned, directly that embargo is removed we shall be in the air. 
We shall be dependent on the price of Australian wheat, and the community will be dependent on the 
value of the wheat for the cost of the loaf. So far as those farmers are concerned, they arc mostly 
affected by the increased cost of production. There is no farming operation in this country that is 
so expensive as wheat-growing. Roughly speaking, it used to be calculated that it cost £1 an acre 
to put in a crop and £1 an acre to take it out, making the cost up to £3 an acre, which was a generous 
allowance. Now it costs £7 an acre. That is according to statements prepared by a number of 
farmers for three years and checked over by the Agricultural College at Lincoln. That estimate has 
been taken exception to. It has been said that that allowance gives you employment for your team 
in its spare tim". But as an economic proposition that is not sound. If your team has not got full 
employment it is a very wasteful power unit. A change in the operation is bound to come. I should 
say that the next twenty years will see the elimination of this wasteful power unit. I just want to 
emphasize that the wheat-grower is working his land under a more heavy cost than any other class 
of farming, and is more affected by the indirect taxation in the form of increased cost of everything 
he has to do and everything he has to buy. When you take away from him the opportunity to grow 
wheat at a price which is reasonably profitable you dislocate his rotation, which is a very serious 
thing ind_eed. All proper and scientific farming means a reasonable rotation, a fair and well-thought
out rotat10n. It h~s b~en upset by the war, but unless they g':t ba~k to it they must inevitably suffer. 
The wheat-grower 1s gomg to be affected m that way, and he IS gomg to be affected alao in this way : 
that he will be the first to be culled, to use a farming term. It is a drastic and cruel process but 
if you are going to deflate, wi.th the present cost of production it is inevitable. A large number of 
those two thousand men, partwularly those who have gone on to the land during recent years must 
go ~mt. I do not see .that there is. any h~lp for it. I do not know what they are to do. If they sell 
their team, the team Is the recogmzed umt that employs the man. If he is a two-farm man he must 
have that team to !let ~he maximum producing-ability .. If you take that team away you reduce that, 
a~d, roughly speaki!1g, 1t means ~e baa got to cut out Ius wheat al~gether. Either he has got to keep 
h1s team and work 1t to the ~aXImum or else he has got to scrap 1t, and if he does that there is very 
httle for h1m to do except sw1tch over on to sheep. ~e may be able. to switch over on to dairying. 
It will means a very senous d1slocat10n and a very senous cost, and 1t will mean that that man has 
got to buy hi~ experience over. a. series. of years, and that is also a costly operation. So far as the 
sheep propos1tlon 1s concerned, 1t IS po~s1ble that a man, instead of growing wheat, may keep a number 
of. ewes. That w?nld be practwally m~reasmg one department of his own operations that already 
eXIsts; J_mt th~t IS not altogeth~r a satisfactory one. He has got to go and buy ewes, which are at 
a very hig:h pnce now, and puttmg thos_e ewes on to the land will mean that in the near future it is 
qmte poss1ble that o~r healthy land.' winch has produced in the past the best lamb in the world, will 
be so affected and will become so d1rty-I do not mean with weeds but with overstocking with ah •ep 
-th~t there will be a •:rious reduction. That has started now, and we are told by Mr. Alexander, 
of L!ncoln College.' th~t If we ~o go m too heavily for sheep we cannot hope to keep up the quality ; 
and if we do not 1t will be a disaster, not only to the farmers of Canterbury, but to the whole of the 
farmers of the country. I do not propo~e to deal in any way with any other branch because I 
under~tand that the she~pO\v~ers are commg to place their views before you, and I dd not think 
there IS really any matenal difference between what we think. I want to confine myself mainly to 
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facts~ but if theories ar~ any goo_d _at all-well! I have a theor.J:. It is bused on the l'Xperience of 
farmmg here for some tmic, and It IS based a httle on the expencnce of fa1·ming in England for two 
or three years. 

-Tlw Chairman.] We shall be glad to have your theory !-My theory is that you have got to alter 
this land-tax. 

In what way 1-1 do not wish to wipe it out, but the land-tax is inequitable, bt•cause it taxt•s u 
man whether he makes a profit or whether he dpes not, and it taxes him on his debts. The method 
I su?gest is that you shall have a flat ~~te of .land-tax, and you shall mak~ allowance for mortga!(es, 
and that the rest of the revenue that Is m fairness reqwred from the farnung community shall be in 
accordance _with a man's-I •,~e 1\~r. C!~rk is q~oted as describing it as "faculty." When it got 
down here It was reported as facility. That IS a most unfortunate thing, because facility on the 
part of the Commissioner is not a reason at all from our point of view. But to tax the farmer 
according to his faculty or his ability to pay is a fair thing. You have got to make that. up from 
what he earns, and that is what I think is a fair thing. Tax him on his income. 

Mr. /Shirtcli.ffe.] You advocate a flat rate of land-tax and income-tax !-Yes. Mr. Clark will 
say, and it is absolutely true, that he has a pretty hard row to hoe to get that income. But why not 
adopt the English method 1 The farmer is assessed arbitrarily with an income. Generally, it is 
the renting-value. 

Mr. Clark.] You have the same objection there as you have to a land-tax, that the farmer would 
pay w~eth~r he was maki_ng a profit or not. That is the trouble about that ?-Excuse me; you are 
not qwte nght. I went mto a farm. The rent was £400. Jt went up in war-time to substantially 
more. Then I always had the opportunity of showing that I had not made the £400. 

Mr. Clark:] _Yes, .there is that ?-That is the sug~estion I have to make. You will requiru in 
the different distncts, if you are gomg to have that arbitrary method, some local adviser. 

Mr. Clark: Yes; but that would mean that if the farmer made a less profit than the arhitmry 
assessment he would get.a concession; whiL if he made more the State would not get the balance. 

Witness : That is my proposition. 
Mr. Clark: I do not think that is a fair one. 
Witness: It all depends on what you put your arbitrary assessment at. 
Mr. Clark: You must put it at an average rate. You cannot put it too high, and you cannot 

put it too low. 
Witness: But is not the average rate the fair rate over a series of years 1 
Mr. Clark: You are taking it on the rental value 1 
Witness: It is just the same if you put it on an 8-per-ceut. basis or a 6-per-ccnt. hasis, is it not 1 
Mr. Clark: Yes. 
Witness: I am not attempting to arbrue. I am only J,rivin[.( you my expericnec in England. 

'l'hat is what we paid; and, as a matter of fact, that rent was arranged on that farm. I took it over 
for the last four years of a twenty-years' lease, so it was away back. 

Mr. Clark: Taking it at the rental value 1 
Witness: And they doubled the assessment during the war. I went in when the tax was on 

£450, and when I w~nt out it was on nearly £1,200. 
Mr. Clark.] But you propose that the farmer should be allowed the opportunity of •howing hix 

actual profit over a number of -years. Why not let him show his actual profit for one year 1 If 
he can do it over a number of years, why not for one ?-Because he is what he is. 

It is a matter of education, is it not ?-That is quite right, and he should keep account... It 
would be to his benefit ultimately to have accounts; but I ctm only anticipate your difliculty in 
this matter. If he has an immediate reward for keeping his accounts accurately and fairly, Hnch 
as getting a reduction on this arbitrary assessment, probably he will do it; and when one farmer 
does it-well, farmers are like a flock of sheep. If the farmers know that Jones has got his income
tax down by keeping these accounts, they will do it. 

They know that now, 1\Ir. Hall!-! do not think so, on the whole. 
Quite a number of the farmers of North Canterbury have employed accountant.. !-Would you 

like to guess at the average, taking our two thousand wheat-growers lwrc or scvcu thou&~.nd farmers 
in North Canterbury 1 

Mr. Clark: No, I would not. 
Witness : I do not suppose there are a hundred. 
Mr. Clark: The thing is growing. 
Witness : I hope it is. 
Mr. Clark: If you remember, we had the same difficulty when we first started assessing income

tax on business. We were told distinctly and emphatically that we could not ascertain the income 
of a business in any year. There was a strong objection raisud to the income-tax, when it was 
instituted, on that ground. 

Witness:· That is all right. It is all the more in favour of my argument. If you can do it, 
do it. When a business man docs not do things he appears before His Honour and he goes to gaol. 

Mr. Clark.] A farmer is liable to the same penalty, iH he not. !-I have m•vcr heard of itx being 
enforced yet. However, that is the suggestion with regard t~ tlw I~Iul-tax.. It is wmal in E_ngland 
to have local assessors. b1 the Old Country the lands arc diVIded mto panshea. Wht•n the mcome 
is assessed by the Revenue Department it is all referml t~ t!w pa~iHh, .and the ll1<8eB!JliJent would go 
before the church-warden, who is supposed to say whether Jt IS a fair tlnng. 

Mr. Cla·rk: But we have our local h'"l'"ctol'!!. 
Witness: But what is the district 1 Wlll!t is the unit of area 1 
Mr. Clark: The provincinl di•trict. 
Witness: It is too big. What do I know about the man down on the Waitaki. 
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Mr. Clark: But you are thinking of the local Commissioners. 
W-itness: No, they call them "assessors." They have local assessors round the town. 
Mr. Clark: I do not think they make the same complete returns that we do here. 
Witness: No. I was an asses>or there. There is no close supervision. If you know that a 

man is dealing heavily you cannot tell what he is doing, but if a man ·has 1,000 acres with 500 acres 
of it in wheat and wheat is Ss. a quarter, you know he is making something solid. 

Mr. Clark: But it is more or less guesswork in trades. They are tending to have closer inspection 
there. 

Mr. Weston.] I understand that you think that the whole of the increased cost of living is due 
·to the heavy company-taxation !-(Witness) I was not referring to the cost of living but to the cost 
of production. 

But increased costs, you put down the weight of that to the increased taxation !-Yes; but the 
statement that we arc going to give you will be in the form of a b'Taph, which will show the increased 
cost. of production and the increased taxation, and you will find that they go up in sympathy. 

What amount do you suppose is colle·cted from the companies in the shape of income-tax 1-I 
have gone in to that. 

What amount would it be 1-I have not got that in my head. 
It does not follow that because the proportion of taxation has gone up so-and-so the amount 

collected from companies in income-tax would be sufficient to account for the whole of the 
increased cost of production 1-No. · 

You may rather go astray if you go on the system of proportion 1-I am not going on that quite. 
Take fertilizers: the tax on companies dealing with fertilizers went up to 8s. 9d. and the cost of 
fertilizers went up from £4 l5s. per ton to between £8 and £9. 

Do you mean to say that the company is paying the difference between £4 15s. and £H per ton 
in tax upon each ton of fertilizers !-Not the company. The transport pays increased taxation. I 
cannot say that it is absolutely a case of cause and effect; it may be a coincidence. 

Mr. Shirtdiffe.] I wonder if Mr. Hall could put into a short statement his recommendations ; it 
would help us to have them down !-As to land-tax ! 

Yes, as to land-tax. Is your recommendation simply covered by this : a flat rate of land-tax, 
an allowance for mortgages, plus the income-tax 1-lf that will get over the difficulty. If Mr. Clark 
thinks the farmers will make satisfactory returns of their incomes, you can wipe out that arbitrary. 
assessment of income. If it will help, I will try to work out the English form as it appeals to the 
farmer. Mr. Clark has not been a farmer or he could do it. 

Mr. Clark: I have been in touch with them. 
Mr. Sh£rtcl£ffe: You made a strong point of the argument that the increased taxation is passed 

on, and is wholly accountable for the increased production costs to the farmer. We have had quite 
a large amount of evidence that income-tax cannot be and is not passed on. Apart from the evidence 
we have heard, I have had the opportunity of seeing some figures dealing with one case which showed 
quite clearly that the gross percentage of profit during the war years diminished during the period of 
high taxation. It actually diminished, thus showing in that individual case, at any rate, the tax could 
not be passed on !-But you say that is so. 

That is so. I saw the actual figures, that the gross profit showed a decrease. What I want to 
ask you is, Can you bring forward concrete evidence that the cost• have been raised owing to the 
passing-on of the income-tax. That is a very important phase of our investigation. One man may 
say that the income-tax must be passed on, and another may say that the income-tax cannot be 
passed on. We want to get as much evidence as possible on that very important point, which has a 
strong bearing upon the incidence of taxation of the Dominion !-Take the items I mentioned: the 
high rate of interest does vary in accordance with the taxation on companies. When you get up to 
8s. 9d. in the pound the bank rate goes up in sympathy with it. 

Take that very case : has the price of money increased since 1914 in proportion to the increase 
in the income-tax !-The bank rate ! 

Take the bank rate : in 1914 it was 5! per cent. and to-day it is 6! per cent. !-But in 1922, when 
the income-tax was Ss. 9d. in the pound, it was 7 per cent. 

1'hat was an increase of 1! per cent. when the income-tax was raised from ls. 4d. to Ss. 9d.: 
can you say that even then the tax was passed on !-You are asking me to show a reason why the 
banks have been almost bleeding the country. I do not know why. 

But you have made the statement that the income-tax is passed on. I am anxious to get some 
concrete evidence that that is so, because we have had a good deal of evidence both ways 1-Yes I 
quite appreciate that. I am anxious to try to get as much proof as possible, and to show that the 
increased cost of fertilizers and flour-milling, and so on, does work in sympathy with the variation in 
the tax. 

As rega'rds fertilizers, do you not think that the increased cost to farmers during the war period 
which was the period of high taxation, was largely attributable to the increased cost of the raw materia~ 
that had ~ be imported for the ~anufacture of these superphosphates. We all know that if you 
want-;d to 1m port your rock or basw slag you had to pay· very much more during the war years
espeCially dunng the later war years-than m 1914 !-It was transport conditions that caused that, 

Transport conditions, and the prime costs at the port of shipment also went up, so that you can
not say that the. increased _cost of the fertilizers was the· result of our income-tax !-No ; it is very 
bard to say that If you put 1t that way; but I can presellt such a strong case where the increased cost 
is due to items like those which have varied in sympathy with the tax as to enable a fairly sound con
clusion to be drawn. 

After all, it is only a general assumption l-It may be a general assumption, but you have to 
consider the number of the individual cases. 
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Bu.t it would be fair to take in all other factors that have contributed to the incren,ed cost, and 
they nught. prove to have had a grf'ater pffect upon the incrf'a.qt•d cost t.hnn thl' inconw-t.nx luul. Hnvt' 
you studied the rate of int<>rest that is current in Australia as comparNI with that in N<•w Zmlnnd '?
Do you mean the bank rat<>, no. I only know what I have to pay to-day. 

I believe I am quite right in saying that it. is quite us high or higlwr than in Australia !--I undl'r
s~nd that the banks in Australia and New Zenln~d. arc so nearly relah•d that tlu•y work in s.vmpnt.hy 
w1th one another. We are dependent on Austrnha s finance to u cert,in exh•nt. When Aust.rnlia is 
out to !(eta £19,000,000 loan and Mr. Masser go••• out to get a £5,000,000 loan, the d<•nuul<l for mon .. y 
must affect. us. 

But th~y have a lower rate of taxation on companies ther<•, and .vou would almost think t.hnt 
the rate of mterest would be lower also !-But they have the same hunks. 

Well, our New Zealand bunks do not operate to an.v great extent. in Australia, in till' way nf 
advances and so forth, except to u small extent. They are purely N<>w Z·nlnncl coJH~~·rns IL-t l't•garciM 

their operations except for exchange purposes. You would imagine th(' intt•n•Rt rah• would lw higlll'r 
herP, if your argument is correct, than it is in ALLqtralia ~-What is it? 

I am inclined to think that the rate in Australia is slightly higher than it is h11r1•. I only ask 
this question in· order to try to suggest to you that this statement of yours r<•quif<•s 11 good d;•al of 
qualification -1-The main statement wa.q not mine ; it wa.i in the form of a rf'solut.ion. 

Well,. I think that requires a good deal of qualification. There are muny other faetors that. 
require consideration in regard to the increased cost of production !-We are approaching 11 pNiod, 
as far as concerns the financial affairs of farmers, which is an extrenwly critical one. w,~ have the 
moratorium ending at the end of the year, and then the farmers will have to rcarrang" tlwir financ<•. 
If the value of their land has gone down they will be asked to make substantial reductions in tlu•ir firM! 
mortgages, and that will be impossible in a great many cases. 

Do you think your suggested alteration in the land-tax will afford them anything like sufficient 
relief !-1 do not think you can appreciate what a difference a reduet.ion of £40 or £50 will mean tn 
a man on the land. 

Unfortunately, I am interested in a farm, and so I can ?-But you are not on the farm, and you 
do not know anything of the anxiet.v of the man on the farm. That is wh.v I say it reftects on their 
energy. I am sure that any farmer who is intimately acquainted with this que•tion will tell you tho 
same thing. You cannot realize the farmer's anxiety. You probably see farmers in your office 
occasionally, but you do not realize what their feelings are. If a man on the land has not a certain 
amount of confidence in his prospects it makes a great deal of difference to the amount of energy he 
puts into his work. 

But is the change in taxation going to be sufficient to relieve him of that anxiety l-It is 
certainly going to help him. 

Mr. Begg.] You believe that farmers' incomes should be a•sessed at a conventional rnte 1-1 
have never heard of that expression: I said "an arbitrary rate." Mr. Clark would have some power 
to deal with the assessments. 

But you believe that the Commissioner could not arrive with reasonable accuracy at a farmer's 
income ?-If Mr. Clark is able to get all the returns he could. 

But do you believe it is possible to get accurate returns 1-I am rather inclined to think it is, 
but it will take some time. 

The Chairman : But Mr. Clark is satisfied that it can be done. 
Witness: But Mr. Clark is gett.ing returns from only 2 or 3 per cent. of the farmers. 
Mr. Cwrk: More than that. 
Witness: But I mean a good businesslike return. But I am inclined to admit that. if 1\lr. Clark 

can get good businesslike returns from farmers it will be nnnecessary to insist on the arbitrary 
assessment of incomes. 

Mr. Begg.] You are of opinion that if wheat was at 7s. per bushel and large quantities were 
being grown by farmers, Mr. Clark would know that the farmers were making good incomes 1-1 
mentioned that. 

Do you consider that the sale of wheat at that price would represent a profit, taking into 
consideration the possible expenditure and the actual cost of ploughing ?-No. 

Is it possible to ascertain how much of that is profit and how much is capitai?-I do not know. 
I was twenty-five years in an office running trust accounts, and we all had different ways of runninl( 
the accounts. I do not know how it is generally done. 

Have you known farms ruined b.v cropping 1-Yes. 
You know that there are large areas in the world abandoned after beinl( cropped for many 

years ?-That is so. 
Would not all the returns from those farms that were abandoned fi!(Ure as income ?-Well, there 

would be a sort of diminishing scale. · 
But it would be assessed as income until the farm was abandoned. Would it not be cnpit"l ancl 

not income, and cannot the reverse process be carried out 1-You cannot go on increaKin,:(--
y es, you can go on increasing. You can bury your income in the land and it could not be 

ascertained ?-Yes, that is so; it is going on to-day. 
Then one cannot quite exhaust the whole fertility of the land. If a man's returns diminish to 

the point of his expenditure, while another man buries his pr?fi~, do yo? still consider it possible for 
the Commissioner to get at the incomes from farms ?-Yes; It IS done m Eng1and. 

Wonld it not be -safer to say that it has been at.tempted in England, rather than it has been 
done ?-I know it has been attempted. I would not like to say what has been done. 

Mr. Weston.} On the question of the wheat-farmer, the position of the wheat-wower in North 
Canterbury is not peculiar to him ?-The wheat-growing area of New Ze.aland is North Canterbury 
plus a small portion o_f North Otago. 



B.-5. 104 [J. D. HALL. 

But the position of the wheat-grower here is parallel to that of the whea~grower in the United 
States-he is in trouble too !-He is in trouble from the other reason, overproduction. 

But is not that the position here 1 Is not "your position that you cannot get the prices you 
would like simply owing to the amount of production of wheat t~oughout the world 1 It is the 
Australian competition that is worrying you 1-I do not see your pornt. 

If there were no wheat available from Australia, available at a price less than you can sell it 
here--1-Supposing it went up to lOs. 

Supposing we were dependent upon you for New Zealand's wheat-supply, you could ask what 
price you liked ; but your difficulty is that Australia can produce wheat and sell it in New Zealand 
at a good deal less than you can afford to grow it in North Canterbury !-It is not actually that. It 
is what she does with the flour that makes all the difference. 

But is not that to some extent due to the class of wheat produced there being more snitable for 
milling !-No ; it is due to the higher value of the offals in Australia. They pay more for their bran 
and pollard then we can get. The actual condition that exists in America is the same. · 

Wheat is selling in London at about 15s. a quarter: what can you sell .a quarter for here !
Well, the general thing is 6s. a bushel, or 48s. a quarter. Then we h~ve transport. 

What would the transport amount to !-It depends upon the income-tax on the shipping 
companies. 

I should be sorry to think that your evidence is to be judged on a statement like that 1-I thin!): 
it does. 

JoHN BELL CoNDLTFFE examined. 
The Cliairman.] You are Professor of Economics at Canterbury College !-Yes. 
You have made a study of taxation in New Zealand !-Yes, in some aspects. 
Perhaps you will he good enough to read to the Commission the statement which you have 

prepared !-Yes. 
This statement has been hurriedly put together in response to the request of His Honour that 

I should give evidence before the Commission. If more time had been available I should have had 
copies made of the diagrams which are submitted with this statement_ 

I. Revenue and Expenditure.-! understand the Commission has been set up to consider the land 
and income taxation of the Dominion. It is, in my opinion, impossible to form a juRt opinion upon 
any particular part of the tax system of a country without considering the tax system as a whole, 
and still less without reference to the public expenditure in which that country is involved. The 
narrow terms of reference given to the Committee are open to serious objection. 

2. Ri.•ks involved in tile Reduction of Taxalion.-Diagrams A and B indicate the great extension 
of income-taxation during the war and post-war period in New Zealand. Naturally this taxation 
has become burdensome and inconvenient, particularly to joint-stock enterprises, and, as the burden 
has increased, latent anomalies have become irksome. Business men naturally urge the necessity of 
lower taxation, and I expect the Commission will recommend, as the Committee of 1922 recommended, 
further reductions. From the point of view of the public finances, and of the community in general, 
I urge that such reductions in taxation should be made ouly as the result of decreased governmental 
expenditure, and not in anticipation of such decrease. Much governmental expenditure is incapable 
of retrenchment, the service of the public debt, for example, calls for constantly increasing amounts 
of revenue, and there are many directions in which the Government is constantly being pressed to 
increase public expenditure. There are grave risks in reducing taxation prematurely in a time like 
the present of temporary economic recovery. It would need ouly a slight stringency induced by an 
unfavourable relation between exports and imports such as occurs periodically to cause serious 
embarrassment to the public finances if taxation had been reduced before the expenditure which is 
the cause of taxation had been cut down. I am prepared, if reqnired, to submit evidence to support 
my view that the present economic recovery is likely to be t.emporary, and may qnickly be followed. 
by financial stringency . 

. 3. Prospective .Fall in Income-tax, even without Lower Rates.-A large part of the increased yield 
of mcome-tax dunng the war and post-war pertod was the result of other factors than the higher 
rates of tax. Mr. H. L. Wise, B.Com., has made a calculation for me of the extent to which the 
income-tax recepits were increased between the years 1913-14 and 1920-21 by the following factors: 
(a) Higher levels oi prices; (b) new classes of taxpayers; (c) enhanced income due to war con 
ditions; (d) higher rates of tax; (e) shifting of incomes to classes where higher rates of tax were 
applicable. The calculation gives the following result: The assessable income for 1913-14 was 
£14,430,779, yielding in taxation £554,271. (a.) The rise in the price-level, independent of other 
factors, would have increased income to the sum of £25,423,178, yielding at the same rates of tax 
£?76,497. (b.) The incomes of taxpayers .<chiefly farmers) who had not before paid income-tax arc 
g•ven as £9,352,777, whwh would have yielded £359,230. (c.) There remains a sum of £13 830 432 
increased income due to post war conditions, yielding £531,212. ' ' 

If these amounts are added together we reach the 1920-21 total of assessable incomes £48 606 887 
which would have yielded, if tax rates had been unchanged, only £1,866,939. A calc~latio'n of th; 
increase in .the rate~ of. tax, prop?rly weighted f~r th.e total incomes of the respective categories, both 
of compames and mdividuals gives the followmg mcreases due to-(d.) Higher rates, £5,081,808. 
(e.) Upward shift of mcomes, £780,380. These calculations were made independently but the com
bined result, £7,729,127, is within 4 per cent. of the actual total of revenue collected in,l920-21. The 
new taxpayers have already been relieved of liability for tax; the passing of war conditions has 
already reduced assessable mc?mes a!'d will do so further; while any tendency of prices to fall will 
not only cause further reduction of mco.mes: lmt Will make incomes liable on the average to lower 
rates of tax. lrre.•pect•ve of any reductwn !TI. rate'!, tlierefore, the yield of income-tax is likely to be 
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cons1dertdJly lower in the future. I submit that the pressing financial problem of the moment is not 
so much the reduction of taxation as the control of public expenditure. Pavers of income-tax 
appearing before this Commission can clearly make a good- case for r<•duction, but' n~duct.ion of dirt•ct 
taxation at the present time is likely to prove embarrassing in the near future, and til<' temptation 
will then be strong to retrieve the financial situation by increasing indirect taxes ~nwh as the Customs 
duties. Such an extension would be popular with certain industrial groups, and it would be an t•a•v 
and quick means of raising revenue; but it would be inequitable, and would cause economic loss t.~) 
the Dominion as a whole. 

4. 7'he Incidence of Company·taxation.-As argued above, I do not consider that the financial 
and economic situation warrants considerable reductions in taxation at t1w pres~nt time ; but 1 ha\'e 
been asked to express an opinion upon the incidence of company-taxation as opposed to the taxation 
of individua) incomes. The administrative advantages of company-taxation are obvious and considrr~ 
able. 1\loreover, any drastic and sudden change of the basis of t11xation would cause great 
inconvenience to the Department, probably loss to the revenue, and disturbance to tho business 
community. A business community adjusts its organization to a tax system and discounts its 
incidence. Sudden change is, therefore, never advisable. At the same time, the assessnwnt of 
taxation upon companies as if they were persons is in many respects inequitable and anomalous. 
These anomalies and injustices should be rectified as early as possible, and the general policy should 
be to tax individuals rather than corporations. The assessment of taxation upon the income of an 
individual is a direct taR that can only under rare circumstances be shifted. But the tax11tion of 
profits earned by companies can in many cases be shifted either backward to suppliers or forward to 
consumers. (a.) \\'here companies have a monopoly, as in the case of iHuminating-gas, taxation iR 
simply treated as an item in the cost of production, and since there is no competition the immediate 
effect is that it is passed on in higher prices. The ultimate result may he that higher pric~ cause a 
reduction in demand, which forces the company to bear a part of the tax. (b.) In the casll of nn 
industry which must be carried on in a large way, where the units of production are nece!ISarily all 
upon the same level as regards taxation, the greater part or all of the tax will be passed on or paHsed 
back according to the relative bargaining-power of the consumers or the suppli<•rs. ThiK cas(• iR 
iJlustrated by freezing companies, shipping companies, insurance companies. hank~. &e., in N~w 

- Zealand. There is keen competition in some cases between the various firms, but they all start from 
the same level of costs, and are not undercut by firms which have lower tax-cost~. Wlwr" tho 
demand is elastic, and there are alternative markets, the services rendered by these firms may he 
forced into less profitable channels. This seems to have happened with funds for investment. 
Where there is an understanding between the firms the passing-on of the tax is even clearer, whereas 
in shipping and banking this umlerstanding approaches monopoly, the case becomes the same as that 
considered in (a). 'l'he argument is not affected ·by the fact that taxation is levied upon banks 
according to an arbitrary scale; nor by the fact that the overcapitalization of the freezin~ industry 
at the present time results in the weaker concerns setting a level of pricc>--S which proves uneconomical 
to the whole industry. Since the prices of our exports are fixed in a competitive world market, there 
is little possibility of such companies passing the tax forward in higher prices. But they are able to 
and do pass the tax backward in the shape of higher charges to the farming community. 'l'he high 
costs of farming production are due in part to the operation of this tax. In the same way, the 
manufacture of goods for export is seriously handicapped by the manufacturing-costs bein~ loacl<•d 
with heavier taxation than has to he faced by overseas competitors. The company-tax will always 
!Je an insuperable obstacle to the manufacture of wool-tops for export, to take a concrete exampl!!. 
(c.) A more difficult problem is the incidence of the company-tax where there is competition 
between large and small companies and private traders. Into this category fall most of the retail 
(but not the wholesale) distributing firms in such lines as drapery. If competition were acting freely 
between the various firms, the prices of goods would be fixed by the costs of the firm that was just 
able to survive in business, and taxation which caused an increase in the costs of certain firms and 
not of others would have to be borne in large part out of the profits of those firm•. The general 
impression of the business man that he always passes on a tax of this description fails to take into 
account the reactions of any raising of prices upon the consumer. If the taxed firm attempts to 
raise prices there will be a tendency for demand to shift to those firms that need not roiHe prices 
because th~v have not the same taxes to pay. The taxed firm may, in the alternative, Heek means 
of reducing ·its costs rather than raising its prices. This case is cle..arest when a hig entt>rprise such 
as the quasi-co-operative comp'anies in New Zealand has to eom~e~ through its many departments 
with many smaller businesses which pay lower rates of tax than 1t must P.ay ?n the department~ as 
a whole. In this ease the tax is a heavy burden on profits, and the effect IS discounted or amort1zed 
by a fall in the value of its shares. In this case the tax is paid maini.Y by the ownem of •hares at the 
time the tax was introduced but if the burden IS very heavy the ultunate effect may be to force the 
enterprise out of existence. 'The Lorenz curves prod~ced show that there is a tendency for this effect 
to be produced in New Zealand. The advantage g1ven by lower tax rates to the •,r~•l!er concerns 
does not necessarily mean that they make .larger.profits to the full extent of the .tax. 1 !""r busme""'" 
will be extended, and other small enterpnses will be started, so that tl"' margm of effic1ency w1ll be 
lowered, and a greater proportion of the business will be. done by relatively less efficient forms of 
enterprise. Competition, however, does not always act etliczently or promptly. In the caRe of drapery 
firms, for example, in the retail trade it is the big well-known firms that ":et pnces to a lar~e extent. 
If customers always knew where prices were lowest, could gauge quahty as well as pnce, were 
independent of advertisements, and were keen enough to seek. the cheapest goods, and if the sellers 
were in perfectly free competition with one another, the tlwore~1cal result .•hould b_e that the tax wo~IId 
lie upon the profit.• of the firm. I have indicated cases where 1t does •o he ; but m a great proportiOn 
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of cases the big stores have such advantages in their situation, a clientele in the habit of shopping at 
particular places, large advertisement and window displays, &c., that they are, as a matter of fact, 
able to pass on a considerable proportion of the taxation in the shape of Ingber prices. Another important 
factor is the use of retail credit, which, in effect, ties customers to a firm. In the case of 
co-operative associations this has undoubtedly been one of the main factors that has enabled them 
to compete even as well as they have done against the difficult circumstances of the past few years. 
Clients are simply not able to transfer their custom. To sum up, the incidence of the present 
company-tax varies from industry to industry. A large part of it is borne by the farming community 
in the shape of higher charges for essential services. A large part of it has been passed on to 
consumers in the shape of higher prices which have increased the cost of living, and thereby stimulated 
demands for higher wages, thus starting a vicious circle. Some part of it has been borne by share
holders, and this has been capitalized by a fall in the value of their securities. Different classes of 
consumers are affected in varying degree, the worst effect being on farmers and receivers of fixed 
incomes. Wage-earners also suffer, because wages lag behind the cost of living. 

5. The reasoning upon which the foregoing analysis is based could be supported by authoritative 
pronouncements concerning the operation of the corporation-tax in the United States, and by the 
fact that the corporation-tax in Great Britain has now been abolished. Since a joint-stock company 
has certain privileges such as the limitation of liability, it is, I think, reasonable to argue that as an 
entity it should pay some taxation to the State. The case would be met by a fiat rate of taxation 
upon the profits, divided and undivided, of companies, or, if the financial situation warranted it, upon 
undivided profits. Individual shareholders could then be assessed upon their personal incomes as 
in Great Britain. This would sweep away the worst injustices of the present system ; competition 
between large and small companies would be on even terms, since the effect of graduation would be 
removed. The present graduated tax is based upon a false analogy between the ability of an 
individual and the ability of a legal entity to pay taxation. It results, in so far as the tax rests upon 
shareholders, in degressive instead of progressive taxation and perpetrates many injustices, besides 
allowing wealthy men to distribute their investments in such a way as to escape a large part of the 
taxation they ought to bear. Under a flat rate much of the tax would continue to be passed on as 
it is now. Where companies compete with private firms the tax would tend to lie where it was 
placed, but the burden may be regarded as the price paid for the privileges of incorporation. 

Mr. WeRton.] You say that banks pass on the whole of the taxation, and I suppose you are 
speaking with reference to the banks of the Dominion ?-Yes. 

In England this system of company-taxation.does not obtain 1-No. 
What would you say has been the average rise in the rate of interest in England 1 Take 

Government securities, for instance. That is a fair test !-Any answer I could give would be a sheer 
guess. 

Have you considered that point, how far rates of interest have risen in England 1-I do not see 
the connection--

Your argument is that practically the whole of the rise in the cost of living in this country is due 
to our system of company- taxation 1-0h, no. All I say is that the system of company- taxation 
has contributed to the rise in the cost of living. · 

One of the main causes of it would be, would it not, the rise in the rate of interest ?-I do not 
think it would be a main cause. I think it would probably he a contributing cause. 

You say it is a contributing cause only 1-Yes. 
To what extent would you say that the rise in the rate of interest in New Zealand is due to 

company-taxation 1-To a very small extent, I should think, answering offhand . 
. Take, for instance, the rise in bank overdrafts from a minimum rate of 5! to 6! per cent. The 

cause of that rise could be attributed only slightly to company-taxation !-Yes. All that I would 
· argue about company-taxation is that the bank does pass it on by increasing the charges for its 

various services, and it perlorms several. 
The only banks' services are exchange and rates of interest. Those are all their charges that 

have been raised 1-I think that a very large part of a bank's profits come out of exchange, as a 
matter of fact. 

Would you say that increased exchange rates were due simply to company-taxation !-Not 
simply to company-taxation. 

Would you say that company-taxation had anything to do with exchange rates 1-To this 
extent: the banks have to make a profit over and above company-;_taxation,' and those costs and 
charges that they have to meet are borne in mind and taken into account wh>n the rates of exchange 
are fixed. 

Take South Africa_. In a matter like this I presume that you have gone carefully into your 
facts. Have you constdered the working of the exchanges in connection with South Africa and 
London ?-No, I have not considered them in detail. 

You have not compared the New Zealand rates with the rates of exchange in other countries 
which are in a somewhat similar position 1-No, not exactly. 

Would you be astonished to know that the rates of exchange between South Mrica and Great 
Britain. a~e practicallY: the sam_e as those between New Zealand and Great Britain 1-Not at all. 

And)n South Mrica there IS no company-tax !-That is so, but. I do not see that that invalidates 
~a~~d~ · 

You ~d the same rat;es of ex?hange ruling in South Africa as here 1-Not exactly the same. 
Practic,,lly the same .-Practically the same. All that I argued was that company_ taxation 

had a tendency to increase hank charges. 
Would you be prepared to express an opinion on the extent of that tendency 1-I have said 

already that it ill a slight extent. 
' 
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If )TOU will take the rates of interest on various forms of invest.rncnt in Gr••at Britain nnd cumpnro 
them With th~ p~e-war rates, you Will ~nd that the rise in interest in Urcat Britain is practically tho 
same as the rise m the rate of Interest m New Zealand !-Quite. 

S? that i~ England you see, where there is no company-taxation, you have the same rise us you 
have _m New Zealand, where ~he~e is company-taxation. Does that nut go to show that compnny
taxatiOn does not affect the rise m New Zealand! I think the rise is almost identical. 'l'ako New 
Zealand securities, for instance-the price of our securities in London and tho price here ·t-It is 
almost exactly the same. · 

You will find that the rise in the rate of interest throughout the world for similar classes of under
taking-that is to say, where you have not got to make an allowance for insurnnco of ri•k-is 
practically the same. It is practically the same in Australia, Great Britain, and here '!-Docs tlmt 
indicate that the rate of interest on overdraft for merchants and the rate of interest on mortgage hero 
is the same as in Great Britain or has changed in the same way ! 

What I say is that the proportion of the rise is the same in the throo places !-I havo not 
sufficient facts to say whether it is exactly the same. 

Do you think you could look into that !-I do Mt know whether I could do it. I do not think 
I have all the relevant material. 

Supposing that the facts as I state them are correct, would not that rather go to show that the 
extent to which company-taxation has affected money rates in this Dominion is very small indeed !
It would, yes. '!'here is another point, if I may say so, in connection with the banks. The banks 
while not perhaps a close monopoly, have something perhaps in the nature of a monopoly, and they may 
already, in. the ordinary way of monopoly profits, be making almost as much as the market will stand 
consonant with the business interests of the community; and therefore they may pay a part of th~ 
tax from that point of view, according to the ordinary theory of monopoly value and the taxation 
of it. 

Mr. Begg.] You said that in your opinion company-taxation is a contributing factor in the high 
cost of living 1-Yes. 

That is a factor that is mora or less under our control !-Yes. 
Are the other factors contributing to the cost of living under our control ! - 'fhe other factors 

in the rise in the cost of living 1 
'!'he existing high cost of it !-Of course, they all arise from the economic organization of the 

country. If you make a change in the econmnic organization of the country you change the cost of 
living. 

'!'he incidence of company-taxation could be altered if the country wanted to do it, and in that 
way it would partly reduce the cost of living, in your opinion !-Yes, but not to any very great extent. 

Other factors, I take it, are almost beyond our control, as, for instance, the. cost of our imports 1-
Yes. 

And also the cost of our exports; that is automatic too, is it not!-Yes; but, of course, wages 
and matter!! of that kind are largely regulated and under control. 

You could not give us any idea as to how far, in your opinion, these different factors affect the 
cost of living !-No, I should not like to venture an opinion. 

Mr. Shirtc!iffe.] On the question of the incidence of taxation as between large and small share
holders in companies, I' suppose we may take it that a small investor-a man with, say, £1,000-puts 
his money into a company for the purpose of obtaining a dividend that be could not possibly get in 
any other way. He looks for some higher return than he could get by handling that £1,000 himself 1-
Yes. 

He puts his money into the company and he gets, say, a 10-per-cent. dividend. He is enabled 
to do that by combining his small capital with the very much larger investments of the big share
holders, and it is really their larger investments that enable him to get his dividend, because they 
form the bulk of the working capital !-Is that the case! 

I am supposing a cas~. I suppose that that really does apply to a good many companies. He 
gets the same rate of dividend-say, it is 10 per cent.-as the biggest •hareholder in the company. He 
gets a dividend at a higher rate than he could obtain himself. Do you see that he is suffering any 
injustice in obtaining the same rate of dividend on his £1,000 as the big shareholder who perhaps has 
£20,000 in the company 1 I know of actual cases where there are such large and small shareholders. 
Do you feel that the small shareholder is suffering any injustice !-Yes, I think he is. In the first 
place, your case, while it may occur in practice, is supposititious. One could easily produce a case 
where a great number of shareholders put small amounts of capital together, and by combining they 
are able to get the advantage of large-scale operation. I have already said in my statement that I 
think that for the privilege the law gives them they should pay some taxation. But what I object 
to is the graduation upon the company as an individual, instesd of upon the individual person. 

I was wanting to get your view. It is said by some that the small shareholder is at a great dis
advantage as compared with the large shareholder, because he is paying the highest graduated rate 
in the same way as the big shareholder; but, on the other hand, some people say that the small_ 
shareholder can have nothing to complain about because he gets the same rate of dividend as the 
big shareholder, a rate of dividend presumably that he could not get if he handled his money himself 1 
-'!'hen, the operation of the tax clearly means, I think, as one can see from the diagram that I have 
produced, that the opportunities for investments of that kind are going to become fewer. '!'he operation 
of .the tax is pressing hardly upon companies of that type, and therefore it means that the channels 
for investment by the small investor are going to be less. 

You know that the registration of companies is going on very stesdily. During the past five 
years there have been one thousand three hundred private companies and nearly five hundred public 
companies registered 1-Yes. 
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It does not look as if the registration of companies for the purpose of carrying on business was 
diminishing !-It depends upon the type of company, of course-upon the s1ze and the rate of tax-
ation to which they are subject-does it not ! . . . . . . 

But on the face of it it does not seem that the reg1strat10n of comparues IS bemg discouraged !-I 
do not like to make a statement from what appears on the face. I think it is a dangerous position to 
take up. I should like to go into the figures further. 

Mr. Hunt.] One point arises out of your discussion with Mr. Weston about the banks. The 
profits of the banks arise chiefly from exchange and in teres~, do they not !-Yes. . . 

The profit on interest is not governed by the ~te of mterest charl!ed by the banks, IS. It! Is 
it not governed by the margin between the deposit rate and the lending rate !-Yes, rnamly. Of 
course, one also should bear in mind the fact that the banks are able to swell the advances to a certain 
extent irrespective of the deposits, and that is where the profit comes from. 

Mr. Weston.] You mean by note-issue !-No; by extra credit based on note-issue, even more 
than note-issue. 

Mr. Hunt.] Is it not true that the margin is wider now than it was in pre-war days !-I believe 
that is the case, but I am not absolutely certain of it offhand. 

With regard to exchange, the chief exchange business the banks get is between here and London ! 
-Yes. 

Yon cannot compare the exchange on a draft from here to London witl1 the pre-war rate ; you 
have got to take the round trip into account, have you not !-Yes, both ways. 

The earnings of the banks on the round trip are much greater now than they were in pre-war 
days !-Yes. 

So they have widened their margin !-Yes, they have widened their margin. The Committee 
which was set up by the Imperial Conference to go into that question reported to that effect. 

Mr. Weston.] With regard to your graphs, I do not follow this one. You have taken your 
figures for them up to-when ! 1920-21 !-Yes. 

Is not that rather a bad period to take, because that was the height of the boom !-Yes. 
Things were absolutely abnormal then, were they not !-Yes. I may explain that these graphs 

were not prepared for the Commission. They were prepared by my honours student for his thesis 
for examination; therefore they are not part of a " put-up " game. In the second place, I think 
there is some justice in taking the position in 1920-21 to show what experiences the companies did 
pass through in the boom period. But I will undertake to have the figures for the last available year 
put on to the graph to se~ for my own information what has happened. 

(Witness explained the graphs to the Commission.) 
M1'. We.•ton.] Under the heading of the risks involved in the reduction of taxation you say that 

you are prepared to submit evidence to support your view that the present economic recovery is likely 
to be temporary, and may quickly be followed by financial stringency. You rather anticipate an era 
of slowly falling prices both for primary products and industrial products as well; and I suppose you 
anticipate very much greater competition from continental and other outside manufacturing interests ! 
-Mainly with British manufacturing interests. 

And British competition will be stimulated by European competition !-Yes, as economic matters 
improve competition will be stimulat.d. 

I agree with you !-Thank you. 

DAviD BATES examined. 
The Chairman.] You are a solicitor, Mr. Bates !-'-Yes, and a farmer as well. 
And you are a member of the North Canterbury Farmers' Union !-Yes, and I happened to be 

appointed one of a sub-committee to collect evidence to place before you, but our time has been 
so limited that we have not had an opportunity of meeting. Therefore the evidence I give here is 
given on my own notion, and not as a member of the Farmers' Union. 

Yes, very well. Will you just read the statement you have prepared ?-Yes, it is as follows:
Taxation is ~ressing very. heavily on the farming community .. Owners of land are subjected 

to taxes and leVIes. upon t~e1r prop~rty not borne by other .se~twns o~ the community: '!'hey 
pay-(1.) Land-tax Irrespective of the1r mcome-often when their mcome Is less than the minimum 
ta..'l:able amo~t. (2.) Graduated land-tax-n~ allo~vance is ~ade for registered mortgages. (3.) Rates 
to local bodies, Road Boards, and County Councils, Rabb1t Boards, Power Boards, River Boards 
water-race taxes, and hospital and charitable-aid rates. (4.) Stamp duties on transactions on th6 
sale or exchange of land and often on sales of stock, and (a war levy) stamp duty on mortaaaes. 
Land-tax at the present time is particularly harsh in ita incidence. It taxes a man whether h';, J1as . 
any income or not. Some farmers have paid land-tax when their income return showed a debit · 
Owing to the inm·ease in .values since 1913 the land-tax paid has increased by over £900 000. I~ 
19~3 38,232 taxpayers p~1d. £728,636 land-tax ; in ! 9~2 54,715 taxpayers paid £1,637,816 'land-tax 
-Increase, £909,180. Tins 1~crease has been due pnnc1pally to the mcreascd unimproved valuations 
of .the land. In 1913 th~ um.mproved value of the land was (in millions), £152,000,000 ; in 1921 the 
unimproved value was (m millions), £317,000,000. The unimproved values in very many instances 
are too high, more than the saleable values of the properties and sales have been made and land is 
now be~ng offered for sale at less tha~ the land-tax value. But in the past, in a measure owing to 
these high values, sales at unstable pnces have been made, inducing the lending of too much money 
and mortgagees have now tak.en possession. Further, .owing to high interest charges and taxes ~ 
~umber of. owners have left th~Ir.farms or the farn1~ are m the ha~ds of the mortgagees and practically 
Idle. awa1tm~ purchasers. Th1s mc~ease of yaluattons and taxation has taken place with practically 
no mcrease m wealth (as far as t.he1r stock IS concerned) on the part of farmers. For instance, take 
the number of sheep and cattle m 1912 and compare them with sheep and cattle in 1922: 1912-
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23,750,153 sheep; 2,020,171 cattle: Hl22--22,222,2(;!J sheep; 3,323,22:3 cut.tk And th1• lund· 
owners are much the poorcr-t.lwir mort-gag:t•s hnvt~ iucrt•n:-w<l. 'l'lw total nmnunt out ... tmulin~ 011 
mortgage in l!ll3 was £~7/H6,375; in Hl22 wus £231,!40,IU•!; uud in Hl2:J wus £2·12/>!ll,!l:l:l, 
Int~rcst on ur-arly two nulhous Is at 8 per cent., on over tlnt•c milJions is nt 7 per et•nt. Tho mtu 
varies up to 20 per cent. 

Ball~·mptcies.-l!Jl8, 164; l!ll!l, 141; 1!120, 144; 1921, 3:JU; 1!!22, 6!10. This tuh•s no nnt.u 
of private liquidations. which in the cusl' of farnwrs arc considt•rahlc. 

Occupations of Brml·rupts in 1922.-Proft's.~ional, 12; domest-ic, 2U; t~nmnwn:•inl, JU:l; t.ntllK· 

port, 45 ; industrial, 188; agriculture, 218 ; ot-her primary pursuits, 0 ; dt\(ll11Hit•nts, 7 ; imh•fiuite, 
37 : total, 690. 

Some lncn•ases in the Cost of Production.-(1.) Jlricmo~ of nil nrtidt>H usc•d hy fnrnwrH inc·r·pa:wd. 
For instance: Doublc·fnrrow pluugh-I!JJ3, £21 lOs.; 1!117, £:H I fiR.; l!il!l, £.1(1; 1!120, £·IIi; 
I!J23, £35. R.P. tuubcr-JUI3, 22s. Ud.; l!l20, 4Us.; Hl23, 4:1s. 3d, (2.) Huilway fwi!(ht.• •inc" 1\JI:J 
have gone up 40 per cent. The Hll3 turiff is used by the Huilwny J)ppartm,·nt with 11 l'nleulnt<•d 
~0-per-cent. increase. (3.) Wages have increased quite 50 I''" Cllnt, (4.) Hai\\M of iulcn!Mt hnvu 
increased. Bauk overdraft rate in HH3 was 54 per cent.; now it is 7 pc~r cc~nt. and upwurds, uml 
overdrafts arc difficult to secure at that. Interest on mortguges bus itwrt•nHcd from l) pt!f cent. to 
6l per cent., 8 per cent., 10 per cent., and even more. (5.) Fnrmers have difiiculty in sc~cm·in,g lonns 
on thejr l~ncl, there being such competitive d<~n~ands for accumulated funds ns-(a.) LonnH r·niHrd hy 
local bodies; (b) loans on dcbcnturt>s to trudrng conccms (tux-free~); (c) lcmnH t.n Onvt~I'IIIIWIIt.; 
(d) shar~ investments are taking the place of land as gilt-edw~d securitic•H. (6.) hwr·t•nscl of stmup 
duty pa1d on transfers--us. per £100-and the stamp duty of lis. per £1lKJ 011 all mori!(U!(""· 'l'hu 
amount of nwrt~ages registered and duty paid-in IH20, over £n5,000,()(H)-.duty puid, over£1:!7,000; 
in 1921, over £40,000,000-duty paid, over £1()(),000; in 1922, ov"r £:JHXKl,iKXl--dut.y puid, ov\\r 
£ll5,1XJO. The increased stamp duty paid in the case of tranMfers would lw '"tuivulout to or ovm· 
the duty paid on mortgages. (7.) By the process of deflation of curreney the relative indebted11eMs 
of mortgagors is automatically increased. 

Suggest-£on._r;; Jot improvinf! Conditions of Farmers re.'lpediug Taxation. ami to mu:mlftlfJC 
Produclion.-(1.) Reimpose the income-tax instead of the land-tax. (2.) As 1111 alt~>ruative, """l"'"d 
the operation of the graduatJd land-tax until there is no more deffation. (An owner cunnot Hell rmulily, 
and if at all, then at a loss, a11cl often at less than land-tax value•.) (.3.) If the lalld·UlX is r<>t,.irwd, 
amend the law to enable an owner of land to deduet the full amount of hiH r•!giHttlrml mort.gn,gmo~ 
irrespective of the amount of land held. (4.) Abolish the stamp duty payuhle on mortg~<gcM or 
agreements to mortgage, and reduce the stamp duty on transfers back to the former mtc, (li.) No 
suggestion for adjustment of taxation can be of any lastinl( benefit unless thu economic understructure 
is fully recognized and a due appreciation given to the effects of inHutio11 and cJ,•flatioll of curr\\ney. 

Suggesl£d Nmv Sources of Taxation.- (I. All services and industrieH competing with privato 
enterprise, whether carried on by the State or by local authorities, should f>"Y tl"'ir Hhare of tnxatio11 
into the consolidated revenue as well as local taxation. (2.) By the inddence of deflation ull dcbt.M 
are automatically increased. and I suggest the appointment of expert, witnesKeH to examine tlw 
matter of deflation of currency. I believe there are avenues of taxation suggested by ecunomiKts 
that can be explored, and methods of taxation that can be adopted, which not only will avoid tl10 
ill effects of deflation, but will turn the process of deflation to a national service, reduce our national 
debt, and cast the burden of taxation upon those best able to bear it. 

Mr. Weston.] 1\'lr. BatA•s, undt•r "Suggc_~sted New Sources of Tuxntion "you Hn.v, "I lwlievc~ there 
are avenUPS of taxation suggest<!d by economists that can bP explored, and mc~thods of tuxut.ion that 
can be adopted, which not only will avoid the ill effecU! of d<•Hation, but will tum the proC<·ss of 
deflation to a national service, reduce our national debt, and cast the burclc•n of tuxution upon thol!le 
best able to bear it." Can you mention one of those avenues ?-1 do not pose us un economist. 

But can you mention e'ven one such avenue of taxation ?-Professor Condliffe hilS Hta!A•d that a 
large portion of the revenue of the banks comes from exchange. As far WI I have be,•n able to •tudy, 
the exchange in pre-war time was used for the transfer of crNlitR, but now eredit:B cannot be 
transferred by the importation of gold. It comes to this: wlu•n WI' have t.lw bulune<• of trade-Hay 
we have £50 000 000 worth sent away and £40,000,000 sent out h•·rc, tlwn we have a credit balance 
in London, ~nd the difficulty is to g~t that out. Ther<'fore thc•y c~hargl' a Vt!T,V coliHideruLie umount 
so as to reduce that credit which would come to clicnU! in New Zealunrl-tlwt is, the primary 
producers-and that operatPS clt•trimentally to tlw farmen1 and primary producers. At the f.'anm 
time they give a premium to anybody wanting to fn-JHI Home money. '~'hat is an u~omaly. I 
noticed just recently that there have been dot.tble the numl!''r of motor-carH nnportr·d durmg the II!St 
three months as compared \\1t.h the number 1111port('(l dunng the~ corre·spondmg pc•rJocl of ]a"4t. year. 
\Vl'II, that balance. of trade is inducing that. extravagance. \Ve can make no advantage of it
nc•ithcr the country nor the farmel'li can get any aclvant.uge for the WNalth we export Home. It 
heeomCs a credit a"t the other c·nd, and we• an· indutNl to Hpc•nd it PXtravagant.ly. 1\ly HUgg:estion is 
t.ltat wJwn exchanges execcd the ordjnary amount of payrm·nt for scrvicc_•M, tl1c_•n the ('ountry should 
recei V<' the benefit. 

How do you suggest that should be done· ?-~fhat is not for nw to :'ili!.!I!C'I":t. A"4 a ~!1lc•, tlw_Y on~y 
get ! per cent. when gold cun Lc expor!<>d and unported. I have paul a.; IIIUI'h ."" £J pur £100 !n 
arranging credits. An organization to whieh I bt•long hms pard us much nH £8 J»•r centum m 
exchanging money hPtween here nud India. . . 

You m\L<.;t be mistaken, tmrt•ly. 1 do not tlunk It ever got up to that, C!ven at the w·ry womt 
periocl. I thiuk you arc• exaggc>rating ?-No, I can sub:-~tanti_Ht.c.· that. . . 

That was dw• to the pri,.,. of Rilver !-Partly du" to the me reused pr~ec of Rrlver: but that would 
not account for that enormous charge. Further than tl1is, tho l!lorviccs for cxclwng:c at the present 
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t.inw wla·n t.lwrc is no t~xport or import. of gold, j:; ~;implt>, and dot's not mean more than a book 
· t•ntr~, plus the t'Xrrci~:~c of capable and competent judgment as far U8 trade relations a.rc eoncernul. 

It i; only a hook entry; that is all the service that ". bank gives. . . 
It is mor,• than that. London is the one centre m the world where all money that Is available 

for li<Juid and short-dated investment is accumulated !-Yes. 
All banks have agencies in London. All those moneys arc placed th<•re and kept there for 

short-dat"d investment. The result is that they can only make a very small rate, because tlwre is 
such competition for short-dated investments. The result is that a bank forced to get its money in· 
London is grtting a smaller investment than if it had its funds in the Dominion. That is why the 
bank is compelled to charge you a higher rate of exchange !-That is right. They have cut off from 
the balanr_c of trade sufficient to finance the primary producers and others here who want money. 
Before that crisis came in 1920 there was £18,000,000 of accumulated credits there. That was only 
by exchanges. That was enormous. 

You bear t.he farmers complaining that tlu• cxchat.lgc is against them, but the exchange was 
in favour of the farmers until 1921, w}u~n the market was so much against the importer. ~rhc 
farmer got the full benefit of that, so that it cuts both ways !-But our condition is a serious one, and 
we have to consider it, and I say it would be a national service if you could secure that benefit to the 
country without injuring the profits made by the banks. We know that during the war and 
up to the present time their dividend' have be10n very high-up to 17f per cont.-and I think 
if Mr. Hunt examiner! their balance-sheets he could sec where they could double that in the 
reduct.ion of their assets. · · 

Mr. Shirtcliffe.] On that question of exchange, of course in pre-war .times, when we were able 
to export gold, exchange rates were very largely stabilized both ways!-Yes. 

The difference between remitting money to London and drawing money on London was not so 
great; we did not have the same violent fluctuations as we have had since !-Yes. 

But owing, no doubt, to the impossibility of transferring gold to equalize balances, the banks 
are necessarily forced to alter their exchange rates according to the fluctuations in the balance of 
trade !-That is quite right. 

So that on the round trip they probably do not get more than they did in pre-war days!-
Mr. Hunt: Oh, yes. 
Mr. Shirtcliffe: You may have the figures. 
Mr. Hunt: I have worked them out quite ren·ntly and can give them to you. 
Mr. Shirtcliffe.] You get. a discount from the bank to-day if you want to remit money. 'l'he 

fluctuation of the exchange rates must depend upon the balance of trade !-·-(Witness) Yes, sir. 
But therefore I say that our prosperity secured hy increased exports militates against the primary 
producers. The more we get for our stuff the bigger is the rate of exchange. 

Except that, taking the national point of view, the loss that is made in drawing on J.ondon is to 
a large extent compensated by the low rate of transmitting to London !-Yes; but they do not 
affect the samc individuals. 
. Yes, but I said, "taking the national viewpoint." The loss that is made by exporters O\\;ng 

to the operation of the exchange is compensated very largely by the extra saving to importers through 
the lower cost of remitting money to London !-Yes. 

To come to your written evidence, are you right in saying that farmers do not get any allowance 
for tlH'ir registered mortgages ?-On the graduated tax they do not get any allowance. 

But there is an allowance up to £4,000 on mortgages which disappears at £8,000 !-Yes. 
Are you right, Mr. Bates, when you compare the stock of 1912 with that of 1922 1· You have 

a decrea.•ed number of sheep of 1,000,000 and a surplus of 1,300,000 cattle. Would not the increased 
number of cattle compensate for the reduced number of sheep !-No, because the cattle have been 
reduced in value very considerably. You can cut that in two. The value of the cattle has been 
red need very considerably. 

Mr. Begg.] You would not say you could cut it in half !-No, but they have decreased very 
considerably. 

Then you say, "Further, owing to the high interest charges and taxes a number of owners have 
left their farms or the farms arc in the hands of the mortgagees and practically idle awaiting 
purchasers." As regards the last year or two, do you t.hink that is mainly attributable not to the high 
intcre•t charges, but to the high prices which the farmers paid for the land !-Yes. 

You would qualify that statement to that extent !-Yes; it is the aggregate of interest they 
have to pay which is driving them out of their farms. 

It is the aggregate of interest in each individual case !-Yes. 
Then, again, in your schedule of bankruptcies it is not possible to say what the percentage of 

bankruptcies is in each industry, but apparently one would judge that the percentage of farmers 
becoming bankrupt in 1922 is no higher than the percentage of commercial or industrial houses. 
Taking the percenta~e of the total,_ the percentage of farmers would pr?ba_bly be less !-I suppose I 
am not wrong m saymg that there IS at least as many more who have liqmdatcd privately. 

But the same thing would probably apply to private business undertakings !-Yes. 
A~ any rate, you do not attribute the increase in the number of bankruptcies so much to the 

operatiOn of the land-tax as to the losses that have been made in trading by commercial and industrial 
houses and the losses that have been made by farmers in paying excessive prices for their lands !
The tax they pay is an incident of their increased expenditure. 

Bu~ you would not attribute this increased number of bankruptcies, except to a negligible extent, 
to the mcome-tax !-You could not do that. It is one of the causes, but I could not go further 
than that. 
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There does seem to be n te-ndenr.y, then, for the fnrnw~· l'f'quirf'ltWUts to rom£' down in price 
now ?-Yes. I am glad to see that. 

You made a point that the intRrest on mortgages hn.'i irwreiL"'t>d from 5 Jlt'f f'('Ilt.. to 6~ pt•r Cl•nt., 
8 _per cent:, 10 per cent.,_ and even more ; but you would not suggcRt·, would you, thnt. on mortgng1~H 
Wlth a satis.factory mar~m th?re is any great diffi~ulty in obtaining morwy at, 6! and 7 pPr e<•nt.'I
Yes,. there IS diffic?lty .m domg that. Let m_e give you n c•L<e. I will not give t.Iw figun•s very 
def!.mtely, because It ~1ght be known who tins man 1s. He pn1d £18,1)()() d<•posit, and tlw lmlane" 
owmg was £2R,OOO. "ell_, l~e cannot borrow that motwy. He is nskNJ by the mortgngt•t• who solei 
the property to reduce h1s mrlebtedness by £8,000, to bring the amount down to £20 ()()() nnd h<• 
cannot possibly borrow it or get the money on second mort gal(<•. ' ' 

M~y that not be a property for which a very high price IVIL" paid, und now, farm Imuls having 
depremated, he cannot finnnec ?-No ; he hn.• not paid too much for that land. He iK nmking an 
income out of it. . 

The Chairman.] There is a margin of £1R,OOO on it?-Yes. 
Mr. 8hirtclijfe.] How long is it since he boul(ht it !-I rio not know that.. It. wns prohnhly <luring 

the war period. 
Probably when land wn.• more or less inflnt<•d n.• compnr<•<l with to·<lny 1-~ y, .• , it, would ""· 
So that probably the land itself hns rl .. pr<'ciat<,d in vnlue, r<mch•ring it. mor<• diffieult for him to 

arrange his finance ?-I cannot sPe that. 'fhc owner of that land rc>ckonR it. iH worth what. lw J.{UVt• 
for it . 

. We mif,!ht say then, mi~ht we not, that tlw farmPI'R' diffit•ult.y in st•curinl-{ lonns to-duy iR JnrJ.\'t'ly 
attn butahle to the unccrtam vahw of the Jn.ncl ?-No ; the unccrt.aintv of ert•dita. Thom iH no 
money for them. That is the difficultv. · 

M1·. Bef!a.] You sugf.(est that by. the incid"nce of rleftntion nil rl<'htK nm automnt.ienlly in<'r<'IU<ed, 
ancl you go on. I take it that the scheme you Hugg<•st woulcl be int...•rHINl to sprt•nd tht• cfTt•c·ts of that. 
deflation bet\vc·~n t.he mortgagor and the mortgage<', instt•nd of tlwir all t•on1ing upon tlu• orw 
party ?-Yes. 

But did not the farmer« get all the benefit of th" inflation wlwn it occurrNl ?-'l'hiK is the 
difficulty: the farmers who got the b .. nefit of that inflation ar" now livinl( in rf!!,ir.•ment in the 
cities, and those 1woplP who are taking the brunt of it are the men who art\ working tlw fnrmH now. 
Those people who have tnken mort~aJ:!f'S to S('(nlf(' the hularwe of tlu~ purf'h3'4t'-lllotlt•y nrP not only 
g-etting the big price for the land, but tlwy art• going to maintuin tllf'ir pm~ition hy th(• irwrt•nJm in thr 
purchasing-value of their money. 

But there arc a large number of the original owners Ktill on the lunrl ?-'l'll<'re i• £242,000,000 
owing on mortgage now, and there wa8 rather more than £97,1100,000 b1•fore tlw war. 'rho."'' irwrc•llHNI 
millions of mortgages are held-a large proportion of tlwm~hy nH•n who hnvc• sold. 

In other words, the buyers paid too much for tho land 1-That may be RO; but that was 
not the point. 

It must he so, must it not !-That is so; but that wn.• not the point. 
They paid too much and they owe too much now. I •uppose you woul<l not cont<•ncl that any 

legislation of any kind whatever cnn ever protect a fool from the result of his folly-in a g.•n<,.nl 
way 1-You must remember that farmera, n..-1 a rule, do not understand <~conomic condititmH, n.nd 
they had no information or signal given to them when the banking Act.• Wt•re Ht!Hpcndcd. Tlwy dirl 
did not understand the effect of that. And how many trnrlers knew the efTC!et of the susp~>nKion of 
the banking Acts? It meant an inflation of the currency nnrl high price• of evcrythin~. You 
cannot expect a farmer who is working from twelve to eighteen hours a clay to unders1anrl that, and 
if you put it before him he could not undel'!!tand it. What the farmer docK is thiK : he KayK to 
himself, "Brown gave so much for his farm. Well, this lanrl is ju•t aN good." He cun discriminate 
ns to the difference between the farm he wants to buy and t.he farm that i• purchu•crl by Homebody 
else, and he takes it for granted that if Brown !lave £40 an acre for a farm he can rio so. The 
economic conditions underlying the matter, such IL• the inflation of values-you cannot expect a 
farmer to take any notice of that. 

Then, I take it th~t in a general way, except in very normal, placid tirnt•fl, a farm<~r Hhoulcl not 
be allowed to buy land or sell it ! I mean, he cannot be trUNted ?-The farmPrK were not t.lw cause 
of the inflation. It wns the Government that was the caUKe. There should have b1·cn some one to 
advise the farmers about these matters, probably. 

The trouble is that you can hardly pkk out individual farmerK. FarnH'rK aN a da•K I(Ot the 
benefit of the inflation, and now they art' st'eking to escape tllf' p1•nalit:t~s of dt•flation. Nnw, about 
the trouble with bank exchangeR. 'l'h<• farmen.' credits pile up in London, and it. i• difficult and 
expensive to g-et them reali? .. Nl here. Is not Government borrowing a VPry large faetor in that 1 
Say there is n credit of £6,000,000 or £8,000,(JOO pilPd up in London. Tlw Government, by borrowing 
£4,000,000 at that time, increases the balance in London to be transferred by another £4,0CO,O(J(). 
Is not that a considerable factor in ineren.•ing the producers' difficulties in getting remittance• 1-
lt depends from whom the Government borrows. In the case of legitimate borrowing by Govern
ment, if they borrow from those who control those credits ·in London, automatically th~>y would 
transfer the crtdit.• here. '!'he Bank of New Zealand might have £10,(KJO,UOO of eredibl in London 
and lend to the New Zealand Government the £10,000,000. They would give it to the Gow•rnment 
there to spend. . . 

That is, if it wr.s all lent out of thoRC funds belongmg to Nr•w 7..eal~nd that were nccumulat<•rlm 
London the position would rPmain the same; hut, as we know, that JH not the caRe. The money 
is borrowed from I.ondon "ourccs, principally ?--Yes. 

Does that not automatically increase the producers' difficulties in getting his remittance" out 
here ?-Yes, of course it docs. The proper way to borrow then, would be at thi• end, to balance it up. 
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That is not done !-No. 
The practice of borrowing in London is increasing the producers' difficulties !-Yes. It just 

depends how the balance of trade is. I am not posing as an expert. I am an interested student in 
these matters, and I am pleased to discuss them with yon. There is one thing I should like to 
mention, though it may be outside the scope of this inquiry. I should like you to get expert evidence 
on this matter. I refer to the question of reducing the value of our sovereign. In 1816, after the 
Napoleonic wars, when we had a period of inflation, that proposal was adopted. They reduced the 
value of the sovereign. 

Tile Chairman.] I am afraid that is out,ide the Rcope of the CommisRion. 
Witn~s: That would get over a Jot of difficulties. 

JAMES CARR, Farmer, Methven, Chairman of Methven Branch of the Farmers' Union, examined. 
I have been asked to state that the opinion of the farmers in our district is that our taxation is 

rather unjust and heavy. with reference especially to the land-tax on mortgages. We feel that when 
we have no income we should not be called upon to pay taxation, which has been the case with many 
of us. I can quote a case here that is typical of many in our district. It is a farm that was bought 
in 1912 at £20 an acre, without improvements except fences. Improvements were added which are 
now valued at £1,260. The capital value has increased considerably. The value of the farm in 1912 
was £14 lOs. per acre, taking the average, and now the capital value is £22 an acre. So the taxation 
has increased considerably. The owner of this farm, on the unimproved value to-day, has only an· 
equity of £1,120 in it. 

Mr. Hu11t.] On the unimproved value !-On the unimproved value. Of course, on the improved 
value he has £2,380. Yet in the last four years he has been called upon to pay in land-tax the sum 
of £355 2s. 7d. When he took poss~ssion his first land-tax payment amounted to £1 lOs. That was 
in 1913. In 1914 it rose to £5 18s. 6d., and in successive years it went to these figures: £R 17s. 9d.; 
then £70 13s. 3d. for three years. In 1920 it went up to £100 Ss.; in 1921 it was £92 l2s. 7d.: in 
1922, £84 ISs. 2d.; and last year it was £77 3s. lOd.-making a total of £599 6s. <ld. paid in the ehwen 
years. Yet that man only possesses an equity of £2,380 on the latest valuation. 

Mr. Sllirlcliffe.] What is the size of that farm !-595 acres. 
The Chairman.] What form of taxation for the farmer do you suggest !-If the land-tax is 

retained the farmer shonld get concessions for his mortgages. He should pay on his equity only in 
the property, or have an income-tax without the land-tax. The income-tax has two good points, 
to my mind. The farmer only pays when he makes an income, and it is an education to him. It makes 
him keep books that he would not otherwise keep, and it thus shows him his position. But it has a 
defect-two defects, to my mind. l\iany farmers have not had sufficient education to enable them to 
keep books, and they find it very difficult indeed to compile an income-tax return, or even to give 
proper figures to an account.ant to enabl.e him to compile the return. Take a man who is milking cows, 
for instance, as I am doing. We have to be up at 5 o'clock in the morning, and we do not finish until 
7 at night. One <loes not feel disposed then to go in and write up many of the figures of your trans
actions. No man feels disposed to work out complicated figures. Many of them are not kept. I 
know that farmers have a great fear of Mr. Clark and his accountants who come down and visit them, 
because they cannot put a proper set of figures in front of the officials. And then there comes another 
difficulty. A man may make a fair profit, of, say, £1,000 this year, and he may loose £1,000 in two 
successive ye.af'. He pays the income-tax on the £1,000, but he gets no redress for the two years' 
loss on farming. · 

Mr. West on: He will under the new system. 
Mr. Clark: You can carry forward the losses now. 
WitneRS: I do not think the farmers are aware of that. I am not. 
Mr. Clark: It is only coming into operation this year. 
Witness: If we could be assured that we could get some adjustment of that kind, I think the 

majority of the farmers would prefer the income-tax to the present land-tax. I may state another 
case that was given to me yesterday, that of a young man who had a farm before the war. He 
served for five years, and he came back and bought one at £41 an acre. He put the £5,000 that 
he had into that. In twelve months, I think, his equity in that farm was gone altogether. He has 
not a penny of it. His mortgage still remains, and he is called upon to pay, I think, something like 
£130 in land-tax every year. He is simply working to pay interest, and he has no equity in the farm. 

Mr. Shirlcliffe.] What is the man paying now in land-tax in the first instance you quoted!
£77 3s. lOd. I may say for llir. Clark's benefit that that man's income-tax was not more than £25 in 
the good years. His best year was an income of £600-odd. 

During the war !-Since the war. So you can see that that man is paying more than he ought 
to pay for the government of the country. Another thing with respect to the land-tax : the man 
with a large family _who pay~ indirect taxation gets no redress whatever. Two of my neighbours are 
me~ With I_arg~ f~m1hes, havmg eleven children under eighteen _years of age. You can imagine what 
their taxatwn Is md1reetly, and yet they have to pay land-tax JUSt the same. Under the income-tax · 
they had some redress, but they have not under the land-tax. Another form of taxation, though I 
do not lnww whether you are empowered to deal with it, is the tax that we pay through local bodies 
to the Hospital and Charitable Aid Board. 

The O!lairman.] No; that is outside the order of reference. 
Witness: That is all I have to say. 
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GEORGE WILLIAM LF.ADLEY, Farmer, Asltburton, ant! President. of t.he Mid-('antt•rhurv Rt•rtinn of the 
Farnwrs' Union, ~xr.uninf'd. · 

. The Clw.i~man.] Have yon put your vil'\\'8 on the suhjPt·t of taxn.tion into writ.in~ ?- -Nn, sir. 
Owmg to our mfrequent mail-scrvict• I did not gt•t notice unt.il Fridav. 

. W~at do ~ou wish to say !-I have no very serious pcrsnn~l l(ricvance to vt•ntilatc, My 
dtfficulttes are mcons1derable when comparPrl wit.h thosP of sonw of t.hc men who hn.vt' npprnur.lw;l 
me, and I appear here to-day more as tht• representativt~ of (Jllih• a nt1mbt•r of fn.rnwrH whn hnv1, 
a~ked me t? com~ here. These are mPn who have told me of their diftieultit'S, mrn who lt.rt• fnt~t' to fuN• 
With the ddlicult.tes of the situation that has arisen and are ft•t•linl( wry kt•tml.v un t.hnst1 mat.t.t•rt<, 
What I have to say does not altogether affect mys .. lf nr apply to my•••lf. hut I wantt•d tn dt•nl wit.h it. 
m a general way-not to theorizf', but to givP the actual expt•rit•rwPs of nwn who an• fat~t· to fm·t• with 
the position as it exists to-day. I find in convl'rsation with thnsr gt~ntlt•mt•n thut thl'ir ohjt•t·t.ion iR 
to the mortgage-tax. 

What do you mean by that-that tht•rl' is a limit to thP ~xt•mption in rt'R)It'(~t nf t.n.xn.t.ion? -~No i 
the tax on mortgages. 

'rhere is no tax on mortgages now ?-Is tlwrt~ nc,t ? How long ago did that t.llkt• (>ITt>ct ? 
. Mr. Clark: In JgJ6. I think that what Mr. Leadley is rt•ferring to, Yonr Honour, i8 tht~ 

disallowance of the deduction of mort_gngt~s in thl' land-tax as::wsHIIH'nt. 
Witrw..s.~: That is what I mean. I did not nwan n direct tax on mortgugt•R. 
Mr. Clark: It is loo•ely referred to as a mOitl(lll(t•-tax. · 
Witnes.~: I mean that tlw farmer has to pay taxation on tlu~ wholt• of t.lw t~npit.nl vulut• of lliK 

land irresp'ective of his debts. 
The Chainnan.j Only when it excet•tls a ct•Itain sum!~ Yes. That iK what I wnH tryin)l to w·t 

at. I am sorry I dtd not make myself clear. 'l'he objection whic:h nwn makt• is thut. in t~lh41'R wht•n' 
a man's equity in his land does not amount to more than 10 per cent. he has to pay on tlw fnll vnlue. 

M·r. W"'<lon.] Is it not wrong that a man like that should buy property to tl111t t•xtt•nt. '!-
Possibly it is . 

. Should he not be content with a smaller farm, or lease one !-1'hat is one of the ehi<•f ohj .. ctions 
whtch I find men have to-day. I have had letters and Jwrsonal instn.ncPs J(ivt~n to uw Hhowinl{ t.hat 
men are finding great difficulty in meeting the land-tax, and tlll'y consider tlwy are Leinl( nnfuirly dt•rllt 
with in having to pay taxation on the full taxabiP value of tlwir land wht•n tlll'ir pc•rKotull intc•rt•Kt. in 
tlu" land is such a small one. Anothc>r matt('r wliir.h has Lc•t•n hrou~ht lwfort· tnt• iH t.hnt. t.lll' point. nt. 
which the graduatNl tax cnmnwncc•s shoulcl ht• ruiRl'CI. It c·umnwraet•M nnw nt . .£r1,000, nnd mt•n arc• 
asking that the point when the graduated scale~ corniJH"nct•s should lw rnisr.cl. for thiH rc•tL.'IOJI: \\'ht•n 
the graduated tax was firf.'t introduced it waN introclucml oRtc•nMihl_v for the puq;mlf' of hurHt.ing·up 
estates. It was a fin~er of warning-, we W<'rc told by th~ gentlc•nu~n who WPrt' rl'sponHihlt• for it, lwld 
up to the large landholder. That condition of affairs dot•s nut exist to-day as it ditl at that time; 
and owing to the increased cost of land a man nJay be a very small holder in awa and Y"t conw undt•r 
the graduation. Farms have been sold in my district in the lnRt f1•w y••ars-fnrms without any 
buildings on them-at from £42 lOs. to £7 4 per ncre. 

Mr. Shirtcliffe.] Too high.-DeciderUy; but I suppose the man who boul(ht the farm thoul(ht 
there was something in it. That is a fact. 'l'his year, sinc:c~ harvt•st, a farm in my nt•ighhourlwod 
has been sold at the extraval(ant price nf £42 HIR. per acre. It baH not a stick on it., and a man huying 
land at those rates soon comes unriPr tlw grnduatt~d tax. TlwrP is a Htrong eompluint n.mong:Ht the 
farnwrs against this. The .smaller men art• ft•t•ling t.ht~ pineh c1f tlw J!rufilllJ.tl'd taxation, arul o.rl• 
asking that that be remedied. \Vith rt•gard t.o tlw rrimpoHition of tlw ineonw-t.ax. I uott• thut. Honw 
of the evidence given before tlw Commission haR been in the clirt·t~t.ion of aHkiug for tlw rt•im)HJHit,ion 
of the income-tax on farmers. \Vdl, I am in a position to say thut. t.lmt is not. tlw clt•sirt• of any 
~onsiderable number of farmers. They are oppo!wd tn inconu•-tax on land togt•tlwr with th" laml-t.aX. 
Their objection is that the conditions and requirements of thf' r(•turns are so compli<:o.t,~cl. Here I 
have a copy of the return furnished to each farmer, and on tht• front pagC" there arl~ tw£"nty-onC" items 
as to what he must not do. He is told to rc•ad through t~is list, and th£'re are twt•nty-nrlf' things for 
which he must not make any deduct.ion. Tlwn lw is n•ff'rrC"d to Part D of t.hP form. 

Tlte Clmirmatt.] It is hardly worth while going into those clf•tails ? ~But tlwrP iH one poiut I 
want to refer to in Part D whieh mferR· to the l~Ht.imatc>d vu.hw of the• prodtwtH of tlw fur111 UHt.·d. I 
undertake to say that very f<•w of the farnll'rR take any notice of that. It mt•anH that if your wilt• 
gathers a baRket of eggs or of applc~s you must l•nU~r that in tlw form as having he1•n IIHNJ on tlw 
farm. Nobody does it. 

Mr. Olatk: We estimate it. We have the MmP t.rouhl<~ with hntt•lkt•I'JH'fK and rl•st.amant-
keepers. · 

Witness: That is one of the objectional,le f••atures. Anotht•r objectionable feature iK the some
what inquisitorial manner in which the asse~unncnts on tlwRe r1~turnH W<~re made w}wn tlu~ inconw-tax 
was in existence. 1\lv individual grievance against the sysu~rn is that when I have Hent in my returns 
they have not bee; recognized. On one occasion I sent in a return. I did not TI!CI~ive any 
acknowledgment .of it, and no intimation that the n~turn was in ord<!r or sufficient. About four or 
five months after the return was furnished a demand waR made upon me for £J,IXJO tax. 

The Chairman.] Did you pay it !-I wrote to the Department and told them I had sent in the 
return and that I thought there was a grievou• error in their calculation. The repl_v wa• to the <·ff••ct 
that I should refer my documents to a chartered accountant. I did so, and aft<'r inve•tigation and 
further communications with the Department the demand was reduced to below £20. That ;s not 
an isolated case. Ot.hers have been served in the same way, and I think that is rather a rough-and
ready way of doing things. Farmers generally are not goorl accountants and not good hand• at 
keeping books, and I believe that many a far111er has had •• <cmand made on him which iH in rxce•• 
of the proper amount, but rather than make any noise abou. it he has paid up. I know cases where 
that has been done, and where it has been proved to be an excessive charge. 

Mr. Clark.] How long ago did that incident happen !-It was the last year of the collection of 
the f.ax from the farmers, about two or three years ago. 

15-B. 5. 
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Mr. Clark.] That was when you were asse~sed for £1,000 !-Yes. After including the deductions 
to which I was entitled the amount of tax whiCh I had to pay was £20. 

Mr. Clark.] There must have been something unsatisfactory in the return !-There was nothing 
said about the return. 

Mr. Weston: .Mr. Clark, you could easily have that case turned up. 
Mr. Cla·rk : Yes. 
Witne..<s: Finally, I want to say that the small farmers in our district strongly urge that the 

taxation on mortgages should he mduced, or some other method devised to divide it between the 
mortgagee and the landowner, and that the income-tax should not he reimposed. 

W ILI.IAM HENRY NICHOLSON examined. 

The C/mirman.] You are the seeretary of the Sheepowners' Federation, .Mr. Nicholson !-Yes. 
and I may say for your information tlmt I ],ave had thirty years' experience in our high country. 

As a sheep-farmer!-Yes. I was managing a large property for over twenty years .. 
You have prepared a statement showing the views of the Sheepowners' Federation in regard t<J 

tn.xation matters ?-Yes. 
Will you read your statement to us !-Yes. I may say that it is somewhat on the lines of that 

which I previously prcpm"<'d and placed before the Taxation Committee of 1922, but this statement 
has been brought up t<J date as far as possible, though the same argumenta apply now. .My state
ment is as follows :-

I beg to place before you the views of the Executive of the New Zealand Sheepowners' 
Federation with refere~we to the present system of taxation as it affects the man who has his capital 
invested in land for the purposes of primary production. The effect of the land-tax as at 
present levied is that capital invested in land is the only capital which is forced to pay taxation 
towards the cost of government irrespective of whether an income is earned from the land in which 
that capital is invested or not. Under the present system of land-taxation the Government have, 
in effect, taken a compulsory first mortgage over the land at so-much per cent. interest, and at each 
increase in valuation the percental(e of tax on the primary product produced from that land as a 
result of the manual labour of the producer is increased in proportion. The result of this continued 
appreciation of unimproved values has resulted in the land-tax becoming in many cases a burden far 
too heavy for the land to bear under ordinary circumstances as regards the prices realized for the 
products therefrom. An additional burden has to be horn~ by the land owing to the necessity of 
Jlllying a higher rate of mortgage interest than would be the case if the mortgagee was not also 
required to pay taxation by way of income-tax on the interest he received from the man on the land. 
This means that the land must earn not only the interest on the mortgage, but also the income-tax 
paid on the amount received by the mortgagee from the farmer. The costa of production, including 
taxation, have increased to such an extent in recent years as to overrun the interest-earning capacity 
of the land, and bad not the present phenomenal prices for wool been received by the sheepowner be 
could not possibly have carried on operations successfully under the present system and under 
ordinary marketing-conditions. It must be remembered that when it is stated that land-tax is also 
paid by companies and town interests that the amount of capital on which land-tax is paid in each 
individual case in proportion to the total capital involved is comparatively small. For instance, a 
farmer would invest up to 80 per cent. of the total of his capital in the land on which he would be 
required to pay land-tax, the other 20 per cent. representing stock and improvementa, whereas in the 
case of the factory the value of the amount would be .in an inverse ratio to the total of the capital 
represented in the assets of the town firm or factory, the bulk being absorbed in the stock and plant. 
It will readily be conceded that as between the two investments of capital that the individual 
landowner is placed at a distinct disadvantage as compared with the investor in company shares, &c. 
If the same principle as that involved in the land-tax were applied to all forms of capital and 
property, which, after all, is a form of capital, then my executive feel that the burden would be 
distributed more evenly and fairly than is the case at present. Failing the application of this principle 
to all capital however invested, my executive would suggest that all incomes, however derived, should 
pay taxation on an equal footing with graduations if advisable. This would do away with the 
possibility of the farmer being called upon to provide not only interest on his mortgages, but also 
mco~w-tax on the interest paid by him, and during those seasons when, through possibly no fault 
of his own, the farmer had to face a loss iri his operations, of his being called upon to add still 
further !<' his losses by paying out a slice from ·his capital to the Government in land-tax. The 
pr?sent mc1d_ence will not stand the test of continued depresoion on the world's markets or lowered 
pnces f?r pnn~ary products, as was amply demonstrated during the slump period. As showing the 
almost Imyossihle task ~et the shee_rowner to-day. who has to meet interest charges, production costs, 
and ta~atwn, the followmg c~leu!atwns may be of interest. Take the case of a man with a sheep-run 
the ummproved value of whwh IS £100,000. the improved value £120,000, as assessed by the Govern
ment value':". The o~ner pu;chasing at the Government improved value, £120,000, pays down 
£60.000 o! his own capital, le~v,~g ~60,000 on mo;tgage. After purchase he has to provide stock and 
plant, _whw_h on a place o! this size ~t wo~ld be fair to put down at £20,000 additional. The position, 
then, Is th!~. from a capital cost VIewpomt only, at, say, 5 per cent. (unimproved value £100,000. 
purchase pnce at Government valuation £120,000) :- · 

Owner'• en pita! paid down . . . . . . . . 
First mort!(age held by Gov••rnmf'nt repfl•se~It<"ll by ]and-

tax on unimproved va!UI•-viz., £2,479 3s. 4d., capitnl
izcd at 5 pt>r cent. . . . . . . . . 

.Mortgage held by mortgagee erroneously called first 
mortgage but which is in reality a second mortgage on 
account of purchase-money unpaid .. 

Additional capital required for stock and plant 

£ 
60.000 

49,583 

60,000 
20,000 

£189,583 

•. d. 
() 0 at !i per cent. 

6 8 at 5 per cent. 

0 0 at 5 per cent. 
0 0 at 5 per cent. 
6 8 

£ •. d. 
3,000 0 0 

2,479 3 4 

3,000 0 0 
1,000 tl 0 

£9,479 3 4 
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Before cost of working can be allowt•d for, and t'Vt>n on sueh l~ low lm.s.i:-~ u.s. 5 pt•r t't•nt., t hh~ propt•rt.y 
nm•t make sales to the extent of over £9,479 :k 4<1. out of stoek und plant vuhu•d ut . .1:20 000 whilt• 
still leaving the stock and plant witho~t d('prcciu~ion, und with no ullm\'lllll't' for imprtn't'll~l'nt.'in tht• 
way of renewals of pastures, scrub-cuttmg, mat-cruds, food for st~1ff, wag:('s, l'ost."' of munugt•nH•nt. nnd 
losses of stock. When we remember that, in addition to taxation having douhiNI nnd in Konu• ~·a:·u·s 
quadrupi~d, the wages paid have also b_een in~r~~·erl by approxima!t•ly. ltKJ p<'r ct•nt. •in<'<' 1!11·1 (s<'t' 
table of mcrcase~ attached No. 1), the nnpoSSibl11ty of the producer bt11l!( ahlt• to continn<' to <"llrry 
on operatwns w1th any hope of success under average conditions mnst bt• ohvinul'!. 'l'ht• Jnnd-tnX 
payable. by the holder of land the unimproved value of which is £100,000 (irrt•MJil't·tiw of wlwtlwr 1111 

!ncome Is eur~e~ from ~he land or .not) equals the income-tax puirl hy mort• thun fort.y-oiH• individunl 
mvestom recetvmg an mcomc of £1,000 pPr nnnum t•ach. In otllt'r words, thiH one mnn'H Jund-l.ux 
t•qua.ls thr income-tax payable on over £41,000 of incomt.>, while t,JII' cnpitnl whil'h hn."' t'Hl'llt'tl t.hiH 
·ineomc is lrft untouched . 

. My cXl:'cutive wish _me to rstwc~all!' st.rt•ss the point tlu~t tiiP )uncl-t.nx HH nt Jll't•:·uont lt•vit•d iH a 
ca}ntal-tax pure ~nd smtplt•, and_ ts unposed on otw_ HN~t.Jo~l of t.lll' t•ommnnity only, und t-.ht\y 
respectfully ur~e, tf a capital tax 1s foun_d to be unavotdnhlt· Ill ordt•r to pmvidt• llii'IUIH for IIIPPting 

t.he expeiHws of government, that all capital, howevt•r Plllployt•d, Hhoulcl bt• nuuk• to hPnr it."' Mhart• at 
Jca..'llt equally with that m;ed in workin~ the land for prodnetion, so that. snmt• lllt•UNIIrt• of rt•li .. f may ht• 
given to the primary produecrs. If some alteration is not rnudt• in this dirN~I.ion, t.IIC'n it enn lw onlv 
a matter of tunc before larg .. areas of land which lutvt• in prt•-wnr duyK bt•t•n in profitahiP Ot't!Upnt.ioil 
llllL'it go hack to nature, or ag-J.,rregation take place on a ]argt• seale•, with a t'OIIJolt'IJIIt•nt. rt•dud.ion in 
output. The great majority of farmers are under a hcuvy loud of mortgag" ttc-duv. '1'111' fi'NHit. of 
the rt.•duced interest-earning power of land through the t'XeesKive 111nount of uaort.gagt• plnt·Pd on it 
by the Government (as represented by the land-tax) is dt•nrly shown by t.ht• tohnng<'d at.t.it.w]., uf 
financial houst•s wlwn dealing "'·ith applications from farnwrK for IIIOilt•y on firKt. 111urtgngc on lnrul of 
which the following letter i• an example. 

lntihrnuco ('u. of N.Z., Lt.d., 
DEAR ~m.- • lhtnl•cliu, ~Hih ft't•brcmc·v, 11122. 

Our CanWrlJttry nu~onu.g"cr hMi forwarded ux yonl' lcU·t"r of the 27th in~t.nnt, wit.h J'1•f••rmwu l~t •• luL~II of J:li,llllll 
on fiftet'n hundred ac~ of Ja.nd a.t Waia.u, t.he propm·ty of 1\lr. --

Owing to the high ra.te of ineome-tax, in our l'nt-~o HH. lid. in Uw pound, WI• rPgn•t. to Hny llmt WH hnve hc·mt 
compelled to eca~e lending money on mortgn.gc. Huch invcMtmcntH will J,:ivo IIH •• n•turn uf onl,y £!! l:tH, :!11. JH•r cont. IIPL, 
whereo.tJ by investing in municipd.l debcnturcK a.t U~ per cent. our net rPturn is £6 I:h~. Ucl. Tho pulie,v uf tim llil'l't!luc·H 
in the paat Wad to invest the greater portion of our surplus func.lt; in hrou.d a.t:rcH, with a. vit•w t:.t Ju•lpiuJ.( tim f1•rmor 
and developing the Dominion. Unforuna.tely, such a. poli<:y h~ now a. thing of tlw pa.Kt. 

Tha.nk you for bringing the investment under our notit·c. 
Youi'H fuithfullv, 

<JKNJ~itAr. MANAt~lm." 

'l,hc real poMition is that the margin of security that forHu·rly t•XiKf.t•d in favour of t.lw orclirull'y 
first mortgage has now, on accowtt of the Governnwnt having iru·r••tlNNl i~ ruort.gngP on t,Jm Jund, 
been redUcr!d to an extent. which nt•ct~Hsitat~·s a higlwr rate of inh•rt·st h"ing paid for mort,gng4'-IIIOIU•y, 
and this in turn makes it still harder for the primary produet'f to pay his way. Unfurtunat<•ly fur till! 
cow1try gmwrally, and for the ]andholrler in particular, tlwre iN no )'OKHi biJit.y of hiH puHHing on uny 
extra charges, as the prices of our primary products are almost without l'XC'-Pption rlt~pt•rHli'IJt on the 
world's market values. This is not the case in commPmial t!llU•rpri~o~PN. During tht~ pr•riocl of the 
strike one of our members had occasion to hire a Jorry to take Honw JamhK from hiH phwc to North 
Canterbury. He ordered some cement to make a hack load for the lorry, and the firm to]iJ him that 
there was a surcharge of £1 per ton on the C<'ment on account of having to curt. the cclllf'llt ovt~r t,lw 
hill from Lyttdton. But as a matter of fact I know that ther<' was no cem<•nt earted owr the hill from 
Lyttelton. That IS what is done by the commercial people. · The position of tlw primary produc<•r 
is infinitely worse than that of any of the varioUB dividt'lul-caruing compunit•K throughout N1~w 
Zealand, as the landholder i• forced to pay out from his capital, while the companies arc only 
required to pay on profita, and if none arc made, then no tax is askt•d for. My t•xt•cutive feel W;IHUred 
that this Committee will realize that the first con•ideration mast be how best to gi vc relief to tho 
primary producer. Unless this is done, and done quickly, the effect on the Dominion g<merully must 
be disastrous, as if production for export i• restricted, then it naturally follows that the amount of 
foreign capital coming into the Dominion must be redue"d in proportion. The foreign money 
received for our primary products (which in our ca.'ie is almost our only Moure.<! of income) represcntH 
in the ultimate analysis the only money wherewith all clas•es of th<• community pay tlwir taxt•s. 
From the sheepowners' point of view there can be no sound basis of justification outRide wnr conditionK 
for saying that the unimproved value of the land in the Dominion has ris<•n •incc IHI3 by £60,tK)(),UUO, 
as is shown by the Valuation Department's figures, and on which land-taxation is """"""'"!. 'l'hiH is 
approximately 50 per cent. increase, and cannot be justified under present conditions.. With price• 
of our primary producta at an average, and making due allowance for the increa•cd cost of operation, 
the unimproved values of farming and grazing land should be lower rather than higher than in I Hl3 : 
IH13-Uuimproved value of land in the Dominion, £152,273,H29. 192!!-UnimprovN! value of land 
in the Dominion, £212,148,731. 192!-Unimproved value of land in the Dominion, £227,U74,242. 
1922-Unimproved value of ]and in the Dominion, £229,925,874. 

Mv executive, in view· of the enormous increases in working-costs and materials Hincc 1913, to 
which "must be added 40 per cent. increase in railway freights, would suggest that every endeavour 

-~-J!ll!_de to give relief to the landholder, and as ~ m~ans th<m•to would f.urt~wr Kubmi~ that such relief 
may be given and the load be more equitably d1str1b.uted by the su~st1tutw~ of an mcomc-tax pure 
and simple to be levied on a graduated scale on all mcomes. In tlus case 1t nught be neccHHary to 
fix the val~e of •tock at a mean level, and that might be arranged slightly below the average, so as 
not to allow manipulation by the farmer to beat the Department. Second, if no other mean• of 
taxation proves possible than that existing at present, that all cap1tal, however employed, should be 
taxed equally so that a modicum of relief can be given the man on the land. Third, that a property
tax be levied on all property owned in the Dominion, "" tlw capital c~•t of expensive l'stablislunenta 
should be co!lSidered as idle capital, and the value of the luxury enJoyed by the owner •hould be 
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treated a.s p>rt of his income and taxed as such--say, valw• £JO,UUO at 3! pe~ e<>nt. _; this would. be 
£.375 to be added to taxable income. Fourth, t-hat a ,;a]es-tax be substituted With a vww to providmg 
thr> amotmt now levied as land-tax. This, in the opinion of my cX<~cutiv<', would be u. much more 
equitable method of spreading taxation, as all sections of the community would pay towards the co~t 
of govt•rnrucnt in direct proportion to its spNtding-power; and we would respectfully urge ~hat tlus 
ta.< be substituted for the present sysl<-m if possible. (This is now operating in Canada.) 

NoTE.--The power to levy land-tax as at prCBent may possibly_ be necessary to enable the 
Commissioner to apply the same in cases where land is held idly and not 'being improved or producing, 
to provide against capital being invested in land with a view to getting unearned-increment value 
created by efforts of surrounding settlers, or railways and road-improvements, &e. 

My executive consider that either of these alternatives would result in a more equitabk distribu
tion of the load of taxation, ancl would assuredly relieve the man on the land to a large extent. My 
executive wish to especially draw attention to the injustice to sheepowners in various localities· 
tltroughout New Zealand accruing from the uneven dates at which valuations have been made for 
tuation purposes in the past. Some districts have been frequently revalued since pre-war days, 
thus the 50-per-eent. average rise over the whole Dominion represents far more to some districts 
than others. It is manifestly unfair that one farmer should be taxed on unimproved values assessed 
in, say, 1920, while a neighbouring farmer with possibly equally good land but in another county 
may only be asked to pay on pre-war assessments. Speaking generally, if sheep-runs throughout 
the Dominion were sold at the Government valuation and the money invested at 5 per cent. the 
seller would be infinitely better off than by working his farm under present assCBsments. It is 
furthe~ suggested that a system which has become law in Australia, introduci1llg the averaging 
principle by providing that the income-tax on primary producers shall be based upon the average 
income of five-yearly periods, might be adopted here with advantage to the landholder; also the 
right to set off loss incurred in one direction by the same person against income from another source. 

T.\XATION l"AID BY LANDHOLDERS AS COllilPARED WITH ORDINARY INVESTORS. 

Even if no income is earned the landholder Tax on capital paid by The ordinary investor if income is earned 
pays on an unimproved value of- ordiiUlry investor if no of, say, .5 per cent. pays income-tax on-

income is earned. 
£ s. d. £ s. d. 

£1UU.OUH land-tax 2.74!1 :I 4 £100,000 1,208 6 8 
Lm~.tl rates "t ¥d . .. :H2 (0 u Less 20 per cent. 241 1:1 4 

£~.7!)1 1:1 4 Nil. £1166 13 4 

£75,00U land-tax .. 1 ,4(;9 15 u £75,000 710 18 9 
Lot:al rates at id . .. 234 7 6 Less 20 per cent. 142 3 9 

-----
£1,703 2 6 Nil. :£068 15 0 

£51J,OOO land-tax 718 15 u £50,000 343 15 0 
Local rat.?s at fd . .. 15() 5 u Less 20 per cent. 68 15 0 

----
£875 0 u Nil. £275 u 0 

£40,000 laud-tax -I !II 1:1 4 £40.000 233 6 8 
Local rat-es at ~-d . .. 1!!5 u u Less 20 per l'ent. 46 1:1 4 

£6lfi 1:1 4 Nil. £186 13 4 

£30,000 land-tax 306 5 0 £30,000 143 15 0 
Local rates at id . .. 93 jr, 0 Less 20 per cent. 28 15 0 

£400 0 0 Nil. £115 0 0 

£25,000 Jn.nd-tax 220 :J 4 £25,000 106 15 5 
Local rates aJ id . .. 7H t 6 Less 20 per cent. 21 7 0 

£:107 510 Nil. £85 H 5 

£20 ,U(Il) land-tax 162 lU u £20,000 75 0 0 Local rat<>s at jd ... 62 lU u Le~ 20 per ccut. 15 0 0 

£225 0 0 Nil. £60 0 0 

£15,000 land-tax 106 5 4 £15,000 35 u 0 Local rates at i-cl . .. 46 17 u 1~88 20 per cent: · 7 0 0 

£lMI 2 lU Nil. £2M 0 u 
£10.000 laud-tax 61J H 4 £IU.OUU 10 u u Local rat?s at ,i-d . .. 31 5 (J Le~ 20 per cent: . 2 u 0 

£!11 1:1 4 Nil. £8 0 0 
£i ,500 land-tax 41 8 2 £7,500 3 15 0 Local r11.tes at ;i-d . .. 2:1 H II Less 20 per cent:' 0 15 0 

£64 lUll Nil. £3 0 0 

£5,000 land-tax 25 0 0 
Local rates u.t Jd . .. 15 12 6 

£40 12 6 Nil. Nil. 

£3,000 land-tax 13 15 0 
Local rates at Jd . .. II 7 6 

£23 ~ 6 Nil. Nil. 
~~ 



W. H. N!GHOLSON.) 117 B.-5. 

From a perusal of tlw prt•et•dinl-{ comparat.ive tuhh· tlw injust.ict~ of tilt' prt•:wnt nlt'thnd must 
he apparent. For instanc<~. t.he pro1lucer, with his wifr und family, may work for twt•h·e mnhl.hK 
and find that in spite of all his l'fTorts he has only been ahle to nmke both emlK nu•t•t (or pn•siblv 
he may have made a substantial loss), yet he is st.iU askNl to pny lurui·t4J.X nnd rutt•s, as shown iil 
the table. In other words, he is forced to pay from his capitul towards the t•XJwmws of ~ovt~rnnwnt, 
irrespective of whether he has made an income or not. 'This, obviously, cun only cont.imw for a 
limited period, being admittedly economically unsound. The orclinnry invt•st.nr is only nskt•d to 
pay on income returnt•d by his capital. if any, and should his incomr lw lwlow tlw nsHt'&'iable anwunt 
-viz., £300-he pays no taxation whatever, and his capital is lt•ft. intnet, althoup:h lw may pnsKibly 
be living a comparatively uscl<'ss life as compared with thro_ work done by tlw procluct•r and his 
family. It will be remembered that the unimproved value of the !ant! tlot•s nut rt'l"""""t till' total 
of the capital required. To this must be added the capital cost of improvPment.s, builtlingK, ft•nceK, 
stock, &c., before the land can be made to produce. From the landholclt•rs' point. of vit•w, it. n.ppt'IU8 
to be only reasonable to ask that equal treatment should be !(ivcn to all capit.al, am! tlmt the 
ordinary investor should bear his share of the- cost of government in tlw sunw rt•lu.t.ion to t.hc on.pitn.l 
invested by him as is now demanded from the man who has his capital invt•st.t•tl in lund. It muy lw 
argued, as was the case in Mr. Seddon's time. thn.t the reason for this lancl-tux waK to (lJWouru,gu 
settlement and the bursting-up of estates, but that bursting-up policy has P"""''tl the commt•rcially 
practicable stage, especially on pur(lly grazing-country, and under the pn•Ht•nt tu.xution Kystmn tlwrt! 
is no inducement for any one .to purchase land with a vit•w to sct.Hrnwnt-in fad, tlw rt•vt~rHt' iH the 
case, as there arc instances on every hand to-rlay of farms b1~iug thrown buek on the tnort.gngl•t•H' 
hands, it being impossible in some cases for the places to pay taxation awl c~m~t of oJu•ration nut of 
returns made! even without any allowance being made for intt~rcst on capitnl, ur u. living·wng1~ for 
the owner and his family. 

No. 1.-ltETURNS SHOWING lNCRI~ASI".S JN' l .. AND·TAX J'AID B\" SnEJ-:J•owNtms IN 1\122 ('Ulo!I'AitJU) Wl1'1l PUf.·WAU. 
Canlerbury. 

Return 1013-1 •• 1021-22. lncrcue. 
No. £ 8. d. £ .. d. £ • • d. 
I. Land-tax Mu ·o () 2711 IG I 1211 10 I 

Local rlltA.!!-1 203 IM II :1-1:1 IK Ill 1:111 Ill II 
Tot.al labour account 4,034 17 u 5,7fi:J u u I, 71K :J () 

-----
.£.1,3N~ 15 II £11,:170 1:1 II .£1, fJH7 IK 0 

2. Land-ta-x 72 17 :J 2:14 7 10 1111 Ill 7 
Local rote~~ 53 9 0 114 r, r, 10 15 II 
Total labour n.ccount 1123 9 3 1.2511 lU 10 :J:IU 10 7 

£1,049 IU 0 £I.M8 13 £J;OH 17 I 

3. Land-tax 241 0 0 112:1 0 0 :JK2 0 0 
Local ·rates 105 0 0 17H 0 0. 7:1 0 0 
Total labour account ()20 0 0 1 ,HfitJ 0 0 4:11! 0 0 

£!Jii6 0 0 £l,HlH 0 0 £KK5 0 0 
----

4. Laud-tax 1,015 liJ 0 1.413 lu 0 2117 lU II 

Lm·al rntc-H 11J5 9 I 210 I~ K 10 II 7 
'rotnl labour account 1,072 II 5 I, 717 0 10 1!44 9 G 

£2.283 Ill 6 £3,341 lfi 0 £1 ,007 15 6 

5. Land-tax 177 0 0 ~H5 0 0 7UH 0 0 
Locll.l rates 77 0 0 277 () 0 200 0 0 
Total labour account 3UO 0 0 I lOU 0 0 :J(I(I 0 0 

£5fJ4 0 0 £1. 71!2 0 0 £1,2UK 0 () 

6. Land-tax 300 0 0 0110 I) u :JUU u o. 
Lo{'al l'lltetO 114 10 0 lfil) 0 0 3f.i 10 0 
Totu.llabour account 3:10 0 0 1170 0 u 240 0 0 

£774 10 0 £1,:120 0 0 £J;75 10 0 
----

7. Ln.nd-tu.x 408 17 6 7:Jfi 2 I :J2H 4 7 
Local rateK 22K 8 2 2IiiJ () u 3() 12 4 

'l'otal labour 11ecuunt. 1,8:17 12 II 2,319 7 4 481 14 7 

£2.474 IH " £:J ,:na " II £>!:18 II 0 

8. Land-tax 57 2 0 :n7 Ill 0 21~) K u 
Local rateK 75 u 0 107 10 :1 32 w 3 

Total labour account. 316 K 4 440 () 0 12:1 II 8 

.£.148 10 4 .UCU5 0 II £410 IU G 

9. Laud-tax 3.017 18 n ·LU7U 2 3 l,Uf.iM 3 " Local rnte~o~ :lSI 12 8 71!1 H 2 3:17 lfi 6 

Total labour w~cuunt. 2.24:1 14 10 :J,5:JM 13 3 1, 21J4 IM 5 

£5,643 u 0 £11,2:14 3 K .£3,500 17 K 

10. Land-tax 58 11 K 3411 18 II 2111 7 I 
Local rates 5411 2 12\J 11 8 76 0 6 
Total labour account 240 13 3 3113 18 K 117 5 " 

£3511 16 £>!43 II £483 13 0 
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Vf.ayo a11d 6'outhla11d. 
lleturn 1013-14. 1921-22. Increase, 

No. £ 8. d. £ •• d. £ •• d. 
II. Land-tax 38 2 7 272 14 6 234 II II 

Local rates 63 10 I 120 17 8 57 7 7 
Total labour account 604 lti 2 I ,233 6 0 538 10 4 

£796 810 £1,626 18 8 £830 9 10 

12. Land-tax 54 13 9 225 13 7 170 19 10 
Local rates 77 II 2 143 3 3 65 12 I 
Total labour account 662 I I 1,100 9 9 438 8 8 

£794 6 0 £1,469 6 7 £675 0 7 

13. Land-tax 402 7 4 634 3 I 2:ll 15 0 
J..oc&l rates 160 010 297 I II 128 I I 
Total labour account 004 16 0 I ,261 19 I 357 3 I 

£1,476 4 2 £2,1113 4 I £716 19 II 

14. Land-tax 150 13 ;) 311 7 6 160 14 3 
Local rates 197 0 7 221 II 4 24 10 9 
Total labour account 631 8 8 815 19 7 184 10 II 

£979 2 6 £1,348 18 5 £369 15 II 

15. Land-tax 67 6 3 567 8 0 fi(){) 2 6 
Local rates 158 10 3 417 8 4 258 9 I 
Total labour account 607 7 6 1,018 16 D 411 D 3 

£8:13 13 0 £2,003 13 10 £1' 170 0 10 

16. Land-tax 147 7 8 267 510 110 18 2 
Local rates 117 19 2 166 5 5 48 6 3 
Total labour account 1,227 I 7 1,674 2 0 447 I 2 

£1,492 8 5 £2,107 14 0 £615 5 7 

Hawke'R Buy. 
~turu 1913-lt, 1921-2~. Increase. 

No. £ •• d. £ 8. d. £ .. d • 
17. Laud-tax 59 14 3 349 9 6 289 15 3 

Local n~tcs 136 0 4 166 I I 30 0 II 
Tot&! labour acc~~nt 1,138 7 6 1,395 17 I 257 !l 7 

£1,334 2 £1,911 7 8 £577 5 7 

18. Land-tax 197 3 0 548 2 8 :!50 19 8 
Local rates 254 0 D 421 2 9 167 2 0 
~·uta} labour account 

£451 3 D £969 5 5 £518 I 8 

19. Land-tax 158 0 0 352 0 0 104 0 0 
Local rates 75 0 0 143 IS 8 68 18 8 
Tot&) labour account 450 I 8 660 0 0 209 18 4 

£683 I 8 £1,155 18 8 £472 17 0 

20. Land-t&!< 53 10 6 304 7 3 250 16 D 
Local rates 124 0 0 209 12 10 85 12 10 
Total labour ac~ount 316 2 6 604 0 0 287 17 6 

£493 13 0 £1,118 0 I £624 7 

21. La.nd-tax 00 4 9 234 7 3 114 2 6 Local rates 98 3 4 310 I I 211 17 8 
Total labour account I ,220 0 0 1,968 12 6 748 12 6 

£1,408 8 2 £2,513 0 10 £1,104 12 8 

22. Land-tax 514 15 5 910 10 3 397 010 Local rateR 563 II 6 710 10 0 155 18 6 Total Ia hour ac~_~nt . 3,430 8 3 4,682 I II I ,251 13 8 

£4,507 15 2 £6,312 8 2 £1,804 13 0 
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1914 
1915 
1916 
1917 
1918 
1910 
1920 
1921-22 
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A SOITTH CANTERBITHY J!'ARMiiiR's CASK IN DETAIJ., 

Lnnd-tnx. l.ocnl Unh•s. 
£ •. d. £ •. d. 

IOU 14 8 ION 2 II 
12o 3 II IllS 2 II 
lf>4 II U 1111 13 II 
180 IU 4 Ill Ill 8 
321l 12 8 Ill Ill 8 
3211 12 ll Ill Ill 8 
filii 18 II 142 7 3 
5R5 0 I INN 1 0 

B.-5. 

Wool Ht1tum1, 
£ •. d. 

1014 1,445 0 K 

l.nnd-tnx increase slnc>~J 1914, £47S. Rn.tl'A incl't'Ml', £SO. l.ahuur-<'nst inrN>Mn, 

Total rnt.f'.a and tnxt's, 1021-22. on all pmpt>rty ta,wd lUI nhovr 

100 ["N'f I'I'Dt, 

Wool retnmfl, Hl21-22 . , . . . . , . 

Ddi,~it on n.ccount rntC'R and tnx«'A n.luno 

£ •• cl. 
77:1 7 7 
7111 17 II 

£11 10 

The trouble with land-tax as at present assessed and as it effects the producer is thnt vnluntionM 
were made during boom periods, and if land-tax is to be contirnwd, then my OXl'!lUtive eon•iderM t.hat 
a revaluat.ion is urgently needed in most districts. A return to tho system in vogue during t.lw war 
period-that is, the imposition of income-tax in addition to land-tnx on the fnrnwr-cun only reMult 
in lowered production and would be an unbearable tax on the producing indu•try. Lund-tax """"""''" 
on speculative values is too heavy a burden to carry, and valuation• for taxation 1""1"'""" Mhould lm 
strictly on the hasis of the producing-capacity of the land being valued. My executiv" are of opinion 
that a man using his land properly should not be called upon .to puy land-tux at ull, but Hhould pny 
in an equal ratio with other members of the community on income earm~d from hiK lund. lfJwurrwd 
increment could not then be brought into the question of valuations, the productivo cnpadty of th" 
land being the real basis of value. The only variation in thiK value would b., broul(ht uhunt by 
fluctuations of market prices for primary products, and this difficulty could bo met by taking over u 
number of years for valuation purposes. There iK no doubt that subdiviHion of ""t"te" haM blllm 
carried to excess in many cases by the Government to the detriment of tlw country J(l!nemlly, and 
to the particular piece of country subdivided especially. This applies more espedally wit.h fi'I(IHU 

to grazing properties which present no opportunity of improvement by cultivation. I may m••nt.iun 
my own experience on a large property with which I waH personally connected. It WllH eut up by 
the Government, and when it was handed over by the Governnwnt it was carryin~-t 20,UtKJ Hhc.,p, 0111• 
of the best flocks in the Dominion, which clipped 450 bales of wool, and it al•o ran ov .. r ti1N•o 
thousand head of surplus stock each year, and sent away from four hundred to •ix hundred of fat. 
cattle. That estate was cut up for closer settlement, and to-day it is running only 14,/j(XJ Kho•p and 
650 cattle, and the sheep are of a nondescript character, and the wool is only one-third of tho value 
of the clip from the 26,000 sheep previously carried ; but there are millions of rabbits on tho place 
to-day. There was a Commission sent down by the Department to inveKtigate the propoKal for 
taking it over about four years before it was cut up. They rode over the place for four days, and 
they saw only four rabbits. 

Mr. Shirtclijfe.] What was the locality of that place 1-North Canterbury, tho Glenwye E•tate. 
It was run by the late Mr. Duncan Rutherford. 

Mr. Hunt.] It was a pastoral leasehold !-There is only 9,000 acres of freehold, and the rt!Ht iK 
hilly back country. Will you now allow me to make some comments on the statements placed before 
the Commission by previous witnesses! Mr. Seifert, of the Wellington Flax-milling Company, said 
that the Department charges income-tax when income is made by companies, and wh<m no income 
is made the Department is not interested. I wish to point out that with the producer the Depart
ment's interest continues even when losses are made, and there is no let up. Then, Mr. FeiH, on 
behalf of his company, objects to the land held by one company in various district. beinJ( J(rOUJll!!l 
for taxation purposes, but this is done in ali cases where a farmer owns land under Himilar conditions, 
and so does not apply to companies alone. 

The Chairman.] But his complaint was with regard to leaseholds being aggregated 1-That is a 
different matter. It was not reported properly then. The flat rate of land-tax suggested by Mr. 
Fels will not meet the ease, as the basic objection is still there-that is, taxation of one form of capital 
investment only. My executive does not agree with Mr. Gow that land is a lair subject lor taxation 
as against other property on account of it carrying privileges. The only privile~e apparent is that 
of having your time fully occupied sixteen hours a day and a problematical result of your exertions 
at the end of the year. If, as he says, the only justification for land-taxation is on account of the 
privilege of ownership, then t?ere is ~o ju_stification whatever for i~ .. Mr. Gow agrees with my 
executive that the true system IS a mans ab1hty to pay aeeordmg to h1s meome. 

Mr. Shirtcliffe.] I suppose, in spite of all these disadvantages which you say have been 
experienced during the past ten years,_ the farmer has d~ne pretty well !-I eoul~ not go back throulfh 
the war period, of course. I was act1vely engaged dunng most of the war penod, and I was not m 
my present position, but taking the time from the slump onwards the bulk of the sheepowners have 
not recovered to the position they were in prior to the slump. 

But prior to the slump they were in a ~ery good position 1-I.am not aw~re of that. 
But prior to the slump they were gettmg extremely good pnees for therr wool1-But, as you 

know the bulk of the farmers are not good book-keepers, and though they got 6d. a pound more for 
their 'wool than they had ever been getting before I doubt whether on their bank balances after they 
had squaro.d up at the end of the year they were very much ahead on account of the increased cost 
of production. If you look at those figures in the table on page 10 you will find that it gives you 
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the tax paid: North Canterbury, increase in land-tax, local rates, and labour acc~mntr--:these figures 
are taken from as representative a set of sheepo~vners as I ~ould rake up.. There IS a fall'ly large one 
at the start; that is a leasehold property. H1s land-tax IS £1.50, and his total labour. account was 
£4 034 17s. in 1913--14. His total increase was £1,987 ISs., whiCh rcqmres a lot of makmg-up. 

' But you need to take into account the increase in wool-prices. You have put befor_e us tl.
concrete figures showing the increase in taxation, but you do not attempt to show us h1s u~creased 
returns owing to highPr prices for wool. These .figures by themselves show ~!early eno~gh the Increase 
in taxation, but they do not show the other pomt !-They are drawn up With that obJeCt. I showed 
the increase of taxation. 

But all sections of the community have had to pay increased taxation !-Quite so. 
Commercial undertakings have had to pay increased taxation, probably quite in proportion to 

those figures for farmers which you have submitted !-Quite so. 
So I suggest that to give to the Commission a proper comprehension of the position as affecting 

sheepowners these figures should be added to by figures to show what the net results were in these 
particular instances !-You mean that it would require complete balance-sheets. 

If a farmer could pay the increased taxation and still make as good a rate of profit as before the 
war he was not suffering any great hardship !-I agree with that, but that was not the case. There 
is an individual case on page 12 of my statement. showing the land-tax and the increase froin 
1914 to 1921. It also shows the man's wool returns for 1914 as £1,445, and for HJ21-22 only £761, 
or one-half of what he got. in 1914. His taxation had increased from £214 in 1914 to £773 in 1921. 

But 1922 was a slump year !-But if you doubled those figures you do not bring that man up 
to where he was in 1914, with his increased taxation on top of it. . 

From 1914 onwards that man must have had a pretty good time-during 1916, 1917, and 
onwards tilll920 !-You could average that up right through. His 1914 clip would be sold in 1915. 
Yon could check each year through ; with the increase of taxation a man was not really as well off 
before the slump as he was under average conditions. 

But surely, with the same amount of wool, in subsequentyears to 1915 ho would really get much 
more than £1,445 !-But Umt is the 1914-15 clip. That would give you an idea that "if you carried 
it throu!(h on the basis shown in my statement, that man has had one-half his wool dip taken in 
increased taxation. 

Jh~NRY DYKE AcLAND examined. 
The Clwirman.] You are Pn•sident of the Sheepowners' Federation, Mr. Aelall<l !--Y rs. 
I understand you have prepared a memorandum setting forth the views of the federation in 

regard to taxation !-No: this represents my own views. Mr. Nicholson has already given the 
Commission the view of the Federation. This statement is based on my experience as president of 
the Federation, and also on my professional experience. My statement is as follows:-

My experience, both as president of the Sheepowners' Federation and professionally, goes to 
show that the graduated land-tax has been a very onerous burden on farmers generally. This has 
been especially so in recent years,. when farmers as a body have been losing money. It has made it 
extremely difficult for them as a class to obtain credit. In the case of mortgaged land 1t means 
double taxation for a particular form of capital. Its effect has been to make the Commissioner of 
Taxes first mortgagee, and the erroneously called first mortgagee is in the position of n scc:ond 
mortgagee who has given a personal guarantee to the first mortgagee, the Commissioner of Taxes, to 
pay th<~ tax. I know of several cases where the Commissioner has exerciRcd this right. I know of 
a case wher~, if the CommiE~sioner enforces his right at the present time. it means that the flirnwr in 
question-who only has a small block-will be sold up. To be fair a capital-tax such as the land-tax 
should extend to every form of capital or else be abolished. Personally, I believe the fairest tax is 
the income-tax. If a capital-tax such as the land-tax were imposed upon ·companies and other forms 
of capital I believe it would have the effect of putting most of them out of business. I entirely 
concur with what Mr. G. Gould said with ·reference to joint ownership. and I can, if necessary, give, 
confidentially, cases of the injustice of the system of ·graduated tax in respect of joint ownership. 
In regard to the tax upon companies I do not b.•lievt' that this is passed on as often as l"'ople suppoRt•, 
and it is paid for in many casrs out of what are call(•d "hidden reserves." Th{' company-tax al:m 
has this advantage : that it is likely to prevent the growth of very large financial corpomtions. 
which in America have tended to become predatory. If the company-tax is removed all individuals 
on salary, and professional men, merchants, and traders generally. will probably have to submit to 
a very much larger taxation than they pay at the present time, and compan\'-taxation is collect('(! 
?n the p~ofits made by c~pital. !t has been contended that persons who h~ve saved mon••y and 
Invested It should not be !table to mcome-tax unless their income exceeds £300 per annum. It sePms 
to me that such investors ~et all the benefits of a civilized society and protection for themselves and 
their capital, and that sueh undoubtedly should contribute to the revenue. Furthermore, if companies 
are exempted from taxation they will simply be added to the list of what I have on a former occasion 
called "the aristocracy of capital" existing in New Zealand, which is, firstly, the Government 
tax-free war loan, and. secondly, local-body debentures. I believe also that the exemption of 
companies will make it more difficult than ever for farmers to obtain finance. 

Your sugl(estion is that there should be no exemption from income-tax !-No; there must he an 
exemptw!'. Take the case of a man who has saved a certain amount of money, and who at the 
present t~me has £300 a year coming in from company dividends: if that were exempted he would 
pay nothmg at all. On the other hand, you might have this position: a man with we will sa,-. 
£12,000 puts "half of it. in his own name and half in the name of his wife, and they ha~e £600 a ye;,. 
between them. They have a house, but pay no tax. On the other hand, again, you haw a l:nnk
manager or a small trader working very hard and earning th(> Mme amount of mon~y, nnd hr- has got 
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to pay a considerable sum in income-tax~ as al(ainst the otlwr man who is supported by the community 
and pays nothing. I sub!"1t that that IS wrong~ and that the people who obtain money from inve•t
ments ~hould pay somethmg, however small their returns are. Tlwv •hould l(ive sonwthinl( for t.lwir 
protectiOn. · 

Mr. ~hirtcliffe.] ! see that on page 2 of your statement ;vou n•fer to "the aristocracy of eupitul," 
and say If compames are exempted from taxatiOn they Will simply bo adtlt•d to tlw li•t of what. I 
l~ave on a former occasion called 'the aristocracy of capital ' l,XiHt.ing in New Zt•nlund, which iH, 
firstly, the Government tax-free loan, and, secondly, local-hody debt•nturt•H ": do you HUggt•.•t t.hat 
the tax on local-body or company debentures should synchronize with t.Jw tux onnwn••y misrd by uny 
other means 1-Therc has been a statutory promise gJV<'Il o.s to pm~t mmu·vs. I do not think Umt 
that should be _broken, but with ~egard to !uture moneys they should be put.· on the "'"'"' lt•wl "" any 
other class of I?come. L~t me Illustrate tt .. 'Yhy ~hould n. gas (~ompany or an t·lt~<'t.riC'nl c.•nmJmny 
have to pay a lugher rate m one case where 1t 18 pnvately ownml, wlwrt•a• if it is tlontt•tl hr n loml 
body they get off on a lower basis 1 Why •hould they ! · 

Precisely; but would you limit that to dt•bentures is."u•d in the future 1 Would rou t•onsitlt•r 
it a breach of faith if the tax on past issues of debenturt•s were ruist•d !-Certninly. · I think it 
might be held to be a breach of faith. One wants to be ext.renwly cunoful. 

. Of course, there was a statutory contrnct when the Govtmmwnt iss1wd tux-fn~t· war lon.nK, hut 
did not people invest in debenture.• with the knowlt•dge t.hnt tilt' tax mi~ht be Vlll'it•tl from Vt'ttr to 
year !-Undoubtedly. · 

Could it be considered that int~n·st on all thoso d1•b"ntnrt•K wt~l'(' put on t.llt' KUIIH' funting ns 
money from other source.'i 1 Would that be n brt•a<'h of faith on tht~ purt of t.lw Oovt•rmawnt of tlw 
country 1-I am not quite sure about the wording of the statntt•, but 1 nm inclined !<J think thnt it 
would not be. 

The Chairman.] The Legislature does not 11ndcrtake, by pnt<•ing nn Act, thnt it will not nlt<•r it 
next year !-But it did so in regard to the tax-free war loans. 

Yes 1-I have never heard of a case where the Governmt•nt hns reduced tlu• tnxnt.ion thut t.ht\ 
owners of the debentures have objected. 

Mr. Begg.] You mentioned the case of a man and his wife lmvin~ £61Kl a yt•nr from invt•st.nu•nt.• 
and by splitting it between the two they could escape taxation: would you fuvour huslmntl untl 
wife's income being lumped for taxation purposes!-No. I think thut i• puttin~ unnt.ltt>r lmnlo•n 
on to the married man, and he has plenty to curry at present. 

How would you meet the case l-It is very diHirult to know how to do it in thut t·u••·: hnt. I t.ltink 
that in the instance I mentioned, wlwre the whole of the mont~y is dc·rivt~d from invt·~t.mt•ntH, tlu•rt! 
ought to be a tax plaeet!upon money derived from capital--wlttLt you mi~ht ''"II urwurnt•d nwney. 

They should not get a £300 exemption 1-1 do not think tl110y •hould. 
What exemption would you suggest for what we call mwarned irwome ?-I huvt~ not t'fHIHidtm•cl 

the amount, but I think it should pay something. 
The Chairman.] What is the lowest amount, Mr. ('lark, on whit·h it would he worth your while 

to collect income-tax 1 
Mr. Cwrk: I could collect aslow.as £1, I think. 
The Chainnan: What income would that be on at present rates? 
Mr. Clark: An income of £20. 
Mr. Shirtcliffe.] Would it pay to collect it !-There would not \"' mueh tronhle. 
Mr. Beg_q (to witne8').] You think that unearned income ou~ht to be tax<•d a11tl •lrould not ~··t 

the exemptions that earned income does 1-1 certainly think it Klrould pny. It does pny ut t.he 
present time through companies. ' 

In your last paral(raph you say, "I believe also that the extomption of companieij will mukt• it 
more difficult than ever for farmers to obtain financ:> ": would vou mind h•lling us how von arriVf! 
at that ?-If companieR' shares were exempted it would make th1~m very much more atiroctiVI! to 
investors. They would probably pay lnr!(er dividends, and tlwre would he less money avniluhl!• for 
in·vestment on mortl(age for farmers. 

You think that such a large number of new companies would come into exist<•nc<• 1- I do not 
say that, but I think the present companies would become Vtory much more nttraetiw•, a11tl I think 
it would give a very large bonus to people who hold shares at prt•Kent. 

The Chainnan.] Any change would mean giving a bonn•, to the preKent holtlt•rK, would it not 1 
-Yes, it would give a bonus to the present sh<lreholders. 'lhey would only be taxl'd m·cordmg to 
their individual rate. 

Mr. Beg_q.] I am not clear how the mere fact that the preHtmt shareholde"'' propt•rt.y would 
increase in value would absorb any more of the available capitall-I think you would find that 
people would be inclined to go for compa~y shares more than tlw~ do now. . . 

The Chairman.] You do not make 1t clear how the exempt1<>n w?ul~ make ~t mor": difficult ~or 
farmers to obtain finance !-I think that people would be much more mchned to mVI'st Ill compumes 
than they would be to lend money on mortl(age, and I think it would probably tend to thto creation 
of new companies. One does not want to go into the general queKtion of the effect of collective 
capital. That is a modern creation of the laot sixty or seventy years, and we do not yet know what 
effect it is going to have on society generally. . . . 

Mr. Shirtcliffe.] I think I understand what Mr. Acland 1s Ruggestmg-that Is, that there would 
be much greater speculation in company shares .1-1 think there w_ould be. . . 

· And money would be withdrawn from ordmary channels of mvestment m o~er to speculate m 
shares ?-Yes. Anything that gives greater preference!" the form of company mvestment tends to 
create monopolies. and you get these.enonnous monopolies that we are getting now. Take steamer • 

16-B. 5. 
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The bulk of the steamers that trade on this side of the world are controlled by o~e or two boards of 
directors in London. My point is that you eliminate competition, and those bodies tend to become 
predatory on the public sooner or later. . . . 

Mr. Begg.] With regard to what you call. the aristocracy of cap1tal, you say_ that removmg ~he 
tax from companies would add them to the list of what you have called the aristocracy of cap1tal 
existing in this countiy, " which is, firstly, the Government tax-free war loan, and, secondly, local
bodv debentures." But are the cases parallel 1-I think so. It would certainly enable bodies of 
men to deal with enormous blocks of money-as they do in America now-money which possibly they 
do not own. That is what has happened in America wit-h some of those large insurance companies. 
Men have manipulated the funds for their own benefit, and they have plundered the public in 
different wavs. I think that something of the kind might happen here. 

But th~ Government tax-free loan pays no tax !-No. 
The local-body debentures up to this year paid half a crown !-Yes. 
But company profits under either system would be taxed 1 Company profits would he taxed 

under any system, would they not !-Not if you had the present system of exemptions. It would 
make it very much easier for the promoters of companies to obtain money. 

But the profit.• of companies would be taxed on the same scale as other property is taxed!
Yes, if the money was all taken in for individuals ultimately. Those individuals who had large 
interests, of course, would pay on their company shares; but a great many would not. On the 
other hand, I feel that it .would give a tremendous hold to the people controlling those companies. 
It would give them a great deal of economic power, which I do not think would be good for the 
C'.ommunity as a whoJe. 

If individual taxation were adopted, would not the effect be that wealthy men would not find 
company shares so attractive as they are at present 1-I do not know about that. I think they 
would get their dividends, would they not 1 

At present they get their dividend, and their total income is not graduated up as high as it 
would otherwise be. If they got the dividend and they were taxed on it, their graduation would be 
increased considerably. Would not that tend to make company sharea less attractive 1-I do not 
think it would. 

Mr. Hnnt.] Did I understand you to say that all unearned income should be taxed 1 You 
meant that all dividends from companies should be taxed. If a man had, say, £6,000 and he lent it 
on mortgage at 5 per cent. and that was his only income, would you tax that £300 interest 1-I think 
there ought to be some form of taxation on a man of that kind. I certainly think that capital ought 
to contribute something towards the protection that it gets in the community. 

Whether it is invested in companies or anything else !-Yes. 
Do you believe in the graduated system of taxation !-Theoretically I think it is probably bad, 

but as a matter of practical politics and a question of raising revenue I think it is a thing that you 
will never get rid of. I think the economist will tell you that it is unsound. 

The graduated system means that the man with a large income pays more than the man with 
a small income on each pound, does it not 1-Yes. 

And do you think there is any right in that 1-I think you can argue it either way. I think 
probably you get back to this: that the best system of taxation is to consider ability to pay. That 
is what you really come back to. Who is the man who ean best afford to pay 1 

What do you call ability 1 · Do you mean the surplus that a man has other than his living
expenses!-Yes. I think that a bachelor who has an income of £1,000 a year is in a very much 
better position to pay income-tax 'than is possibly a married man with, say, ten children and £1,500 
a year. · 

If a graduated system is in force do you think it should apply all round 1 If a graduated system 
of income-tax is in force, should it apply to everybody that has a large income 1-I think it should. 

Can you see any difference in the graduation of tax paid by the shareholders in a company 1 I 
moan, do lar~e shareholders pay more than small ones 1-0f course, they both pay the same. 

So there is no graduation in the shareholders of companies !-No, unless you did this : I have 
heard it ar!!Ued that one way would be to have a fixed rate of taxation on company profits, and then 
make the shareholders account for this money again as individuals and tax them again. 

Would you think that better· than the present system !-No. I think that the present system 
on the whole works fairly welL . · 

You adm;t that there is no graduation in the different shareholders of companies 1-The~e is not 
at tho present day. 

Yo~ know that of the present inc~me-tax revenue a_bout 70 per cent. comes from companies 1-
I do ; m other words, a great part of 1t comes from capttal and not from personal exertion. 

So that on, rou~hly speaking, 70 per cent. of the income-tax collected there is no graduation 1 
-Oh, yes, there is. 

There is no graduation as far as individuals are concerned !-There is graduation according t<J 
companies, but not accordin@; to individuals. . . 

B~t there is no g':"duation according to indivi~uals in that. 70 per cent. !-There probably is, 
for thts reason : that m respect to a lot of the private compames, when they are foriDed they .are 
owned ?Y two or three individuals, and they pay a smaller rate, probably, than some of the lar~er 
compames. There probably is graduation there. 

Not on individuals, but on companies !-It works out on individuals. 
Is it not true that private companies are generally owned by wealthier people than bi~ 

companies !-Not necessarily. · 
.• But. it is very often th~ case !-With·~ view to attempting to evade taxation a man may form 

h1mself mto half a dozen dtfferent compames, I do not know that that is availed of to any great 
cxt(':nt, · · 
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Do ~ou see any reason why a company should be graduated l-It is l\11 Msv nnd pnwtic,.blo way 
of collectmg revenue. • 

Ye~; ?ut an easy way is not always a fair way, is it !-1 think on tho whole it has worked 
very fa1rly m New Zealand. 

We wi~ take one s~a~ comp~ny with. £10,000 capital earning 30 per cent. dividt•ruls, and nnuth<lr 
~ompany wrth half a million caprtal earrung 3 per cent. Do you think tho one t'ILrninl( 30 l'"r cent. 
IS correctly taxed at ~ lo.w rate !-In the 30 per cent. caHC the shnrdwldt•m own the shtn'""· and tlwy 
pay large fees to therr directors, and do what they can to bring their dividend down. Thnt is often 
the case in small companies. 

Small companies can be manipulated, then, for evading taxnt.ion !-Yes, nnd the big com puny 
has to pay something on all that capital, and I think that is fair that it should. 

BERTIE ERNEST HAWKES WmTCOMBE, Managing Director, Whitoombc und Tombs (Limited), l\Xnmirwd. 
The Chairman.] You have written a letter to us setting forth u grievance that your compnny 

has in connection with the graduated land-tax !-Yes, sir. 
Yqur complaint is practically the same as that which was brought forward by Mr. l<'els in 

Dunedin ?-Yes. 
Will you read the letter, please !-It is as follows:

The Secretary, Income-tax t'<JmmisHion, ChriHtehuroh. 
l>t:An SIR,- fit,h Mn\', 1112·1, 

At the present time I venture to think that the gradun.t(•d ln.11d-tl~x II'Vit•d un indw~trinl Mn.lpnuit•H f1~IIM 
unju.!,ltly upon them, as it bin,dcro the .expansion of industry, and conHequently tho fulln11t numlwr t,f h1\1tdM will nut 
be employed. , 

Our dirooliol'tl have frequently contemplated acquiring more land for Ute t!Xf)C\Ill'linn of nur print.inJ,C·WnrkK in Um 
different centres, but have been prevented by the fact that under the preMOnt svKttJm of J,Crruhmtml huul·tnx, uri.adnnllv 
intcud~d for breaking up big estates, every inorc866 to the capital value of otir land liftH our J'I"Otl•.mt huhlin$(K intH ~. 
higher t;calc under the brraduated tax. 

I !mgg-cst that land employed for indlmtria.l purpo~:~e.'l should be vlmrgcd a. lint r.ltu, BH thll JU'IJH(lf1t $(rl\lluntNI tlu; 
is u. serious handicap to industry in Now I'JCaland. · 

1 would also like to draw attention to another hardship, which iK thn.t wo nr<-• ohn~<·d on lnnd whinh tlm•K nut 
belong to us, but is le88Eld in conjunction with our buKinesH, We are rn~ll('d upon tn JIILY em h•1uwlwhl prnpt•rt.y in 
t'hdst.c::hurnh, Wellington, and Dunedin, and the incidence of the t.ux is dctrim('nt.al tn IUIY cnrnp1my <•lulrnvnuriuJ.( 
to expand and employ more workers. We have to l»'Y t.he diff~rc1wo betwe('n tho t.nx l!hnri-(NI t.n Hw uw1uor •md t.lm 
grc~.duatcd tax, as the value of the land is added to our fr~hold, anrl tho whulc 1unnunt t.IH'n unnwK mulf'r n hiM:hM 
graduated sc.llc. When one coMide~ that hundreds of ho.ndH ar~ cmployml on oit.y prnpurti<•H !Ill whi11h wnn•hnlll'lf'H 
and faotoricg are built, aH against tenB employed on farm landti of the same vuluc, the injuHti1;<1 nf tho tluntion 
becomes apparent. The farmer pays no income-tax, but the industrial und(•rtu.king payH buth land und innuruo 
taxes. 

Certain industries must be carried out on a large scale, othorwiHe they cannot oompcto with thuHo of olclor 
countries where maased production is carried on. 

Yourtt faithfully, 
H. E. H. \VIIITCOMII~, M1~naging Uircotor. 

CHARLES OGILVIE, Manager of Beatlt and Uo. (Limited), l!)rri•tehurch, exurnined. 
'l'!te Chai·nnatt.] You have written a letter on behalf of your company setting forth somo vwws 

in connection with the subject of taxation !-Yes, sir. 
Will you read that to us, please 1-It is as follows:-

The Secretary, Taxation ~mmittee, Vhristoh,.aroh. 
Dt~AR SIR,- . 6th Mny, 1U24. 

We have been in busineaH for Aixty-(our years. Jt"or Home fnurtwn yc1n'K nnw we lmve kept very a<m11r1t.W 
stat.istica regarding our business, and, among other thingH, we have a very complete table showing the different iWmH 
of expenses in peroent;ages against our sales ~u':llover. . . . . . . 

We belove that m offering your Com1IU81ilon the UHC of thtt~ Ht.atiMttcal book tt. would J!:IVU them a very nlcnr ulca 
of how taxes affect buMincsses such as oul'8. This book could only bo givN1 tn thf.~ CnmmiAAion on the HtriiJt und~r· 
3 tand.ing that its contents be confidential and not for publication. 

During the past few daJN we have gon~ to some t_rouble to get '?"t .'tr~pl~ Khowhl$( ex1wtly. how tlw tax~ti.on hBH 
grown out of all proportion to all other charget~. ThlH, too, you will notiCe lK on a salf'H hMlH, therefore 1t IH vory 
closely related to the cost of living. As the b'l'&Phs ha.vc been prepared by ProfeSHor (!ondlilfe you can rely on tlwir 
accuracy. 

You will notice, too, that the wage-cltart has followed very u]oscly to that of luxation, aud wu would HUggest that 
incre&~~cd taxation mea.nB increased wages, therefore increased cost of living. 

It can be ulearly shown that our gross profiUt in pre-wa~ yeal'8 arc more tha11 in war ycar.t. It can alHo bu 
clearly t~hown that our net profit~~ during war years are coriHulerably leKS than pro-war year"' on t.he pur oont. of 
sales. It can be shown, t,oo, that 8.8 tho taxation increaBeH tho net profit ,of th~ t.urnov.cr per cent .. dccrelli4CH. 

It is not my inUmtirJn to go into figures clo~~ely, &8 I presume your CommJHHJUII will take advarttagrJ u( our offer 
to view these figures and draw their own conclusiollB. · 

It is intereating to note, in p888ing, that the taxation paid excoedH in KtJmc yea~ th~ udual tlivirlendH puid to n~lf 
hareholden~ During the three years the int.>Ome-tax and land-tax were at thf'lr h1ghe~st, tlw aotual taxes putd 

:xccedod th; total profit remaining. You will note particularly yeal'ri lU2tJ, HJ21, 1022. In HJ2:J we got Hr•mo relief, 
but oven stiiJ the ta.xation WM very high. 

You will notice in 1923 the public were well served .in that the gro88 pro~tB were ~t leas~ 6 per cent, lcHH in tho 
turnover than pre-war yeara. This, again, W88 o";iy poss1b.le because of heavy !ncreBHeJt. m bUHmeHH. 

It is interesting to note what a small proportion rent IS when compared WJth ta.xat.mn gcnera.lly. . 
You will also note that other expe1U!C8 have been reduced, on p::r cent. ?f turnove~, w1th. one cxccptum

t.a.xat.ion. We would point out that thiB, of ooul'HO, could onl~ happen. WJth a ra.pully ex~udmg.lntHmeHH. 
It will J:e quite olear·to the CommisHion tba~ ~he great mereKHC m a&ICH ~ m~e 1t. J~~1nLI? for~ W pay tho 

taxation, and at the game time pay a retu~ona.ble divnlen~ to our HhareholdeJ"K. I he tommiHHJOil will notJCt!, tou, thnt 
for a number of years we have not been able to add anythmg to our reHerves. 

We have a staff of between three and four hundre~. which me~UH & co~ider~ble wa~o-biiJ, and during 1021-22 
for every £L000 we paid a_way in salary and wages we patd between £W:O and £500 m taxat10n. . 

The point we would make is that notwithHta.nding all these handtcaJ?S. we haV<l loon abl~ to reduce our profi.UI, 
· t to turnover only because the business is growing. Our ambJtJOn would be to reduce them further w1th 
~~e~[..,:,C~r 'further oxtei;ding our buaine88, lowering pri0011 generally, aud, therefore, further lowering the co11t of living. 
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We would make it clear that, lower income-tax in l~tmy c~es should n~ca.,n lower ohargmJ all round for serviues 
n:m(IL:ff•d to us It Rhould eventually Jn('an lower wages w1th a lnggcr purohasmg-powcr. . . . . 

La
1
uJ-tax,:_We should explain that the total n.rCn. of Jn.nd owned by Bca.th and ~U. (Lumted} ll:i lb~ ft. by 140ft., 

and on this small area. we have paid £1,874 in hmd-t..·u. We tmbmit thUI tax was mtendcd to deal WJth large areas 
in rural dist.rictt~. . 1 1 c,_ 

In rrC(>nt ycaril wA hnvc leMed u. ttm~ll propc_rty at. a rental value of £250 per year. 'l'ho va uo o tu.ia was added 
to our frc,•hold, and in conscquonco wo pc.d c.dd.tlonn.lln.nd-tax. , . . 

1'1w t:o\xn.tion we have set out in spo.:uja.J tcblcs and coulc~ su_pply a copy to each member of the Uommu1s10n on 
tho 11 t,·~ct undordtanding thn.t it is confidential and not for pubhc.ltJOn. . . 

'f Num up we reduced tho runnin"·COSt.'i of our busmeKS last year from b to 8 por cent. on turnover M agamst 
pm-wn°r vent'S. 'Out of this srwing and 'the c.conomiea.l running of our buRincss we have b?Cn able to carry the taxes. 
You wtlt" notice. however, that during tho pa.st three ycnl'ii we hnve !J?cn able to carry nothmg wha~vor to our reserve, 
while our net profits on turnover havo l:ccn M low JL.'I :H For cent. Ihe av~ru.gc ~hlfdlg w~r years dtd not exceed some
t.hing nnmd about 5 per cent. on turnover. 1'hiM goes ~) tdtow. that war profi~ dtd not .cxtst n.s fnr as ~c are concerned. 
Jt also shows that the public have hnd excellent SCJ.'Vtce, wluch, no doubt. IS rcKpomnblo for the ra.ptd b>TOwth of our 

business. f h · · h bee \\'C' hnvc contemplntcd for Mome sear.i a big building sch<'mc, and because o cavy taxatiOn 1t 8H n laid 
aside from year to year. Our six-fitory building is Wt.ll known in C&Hhel Htnct. .For three or four years we have paid 
in taxation· annually a sum ra.thcr moo~ than 1ts total cost. Jt must therefore be quite clear that we have become 
more or IC'ss tnx-coilectors, and would l:c Vl:ry g-lad indeed of any furt.hcr relief wo could obtain from this position. 

It. ito n. mat.tcr of eommon knowledge that our warehouse is much too small for our lmsineMS. We could immediately 
dn with a warchouoo four t.imcs it.s RizC'. Wo would build n warehouse .ten times itol'lo si1.c by introducing another 
£100,00{) ca.pita.l, but with t.nxat-ion stwh as it. iM this sohorr.o is not praotieablc. If our land-tax was romoved 
complctJJly and our income-tax rcdueed by half wo l:~I:cvo ";~ could irnrncdin.tcly conti'Ol a. further £100,000 c&pi~l 
nnd wah in two or three yearn double our present busmcto!i. 1 hat could tr.en.n we would collect tho samo amount m 
t.r.xcs, though, of cour.~c. on 11- mueh bigg,Jr turnovct•. We would f"t.jiJ be able to reduce our profits, therefore giving 
the public Cotter S<'rvicc. We would incidcnt.a.lly be.~ able to <~mploy about a._ hundred men for about two years 
buildin~ our new warohouNo, and when it was built we should employ two or three hundred extra. hands. We make 
this statement in all scriotmness, O.'f we have a plan out now for a very big building, and would go on confidently if 
ta.xat.ion were within our capac;ty to pay. We would suggest., Wo, that profits pas!:>Cd to reserve in a business suoh 
M oun; should bo treated on n lower RC·llc of income-tax with the view of cmu;erving capital in all busineasc11. 'fhe 
ultimate gain would tc steady dividends and steady income-tax, so both the shaicholdcrs and the Government 
would eventually reap t.hc benefit. 

Yours faithfully, 
c. OOJLVIE. 

You refer to graphs in your letter: have you got them ?-I have them here. lWitness 
prndueed and explained the gmphs to the Commission; also the book referred to.) 

Mr. Shirtcliffe.] You are paying at present 5s. !Od. in the pound in income-tax-the maximum 
t·ate ?-Y l'S. 

And you say the weight of the tax is su heavy that it is preventing your expanding your busineSl! 
further than you have done !-Yes. 

Are you able to suggest to the Commission a rate of tax that the company could pay without 
interfering ";tt, the reasonable expansion of its business 1-1 have done that in my letter-at 
the end of it. 

The Chairman.] You suggest a flat rate !-1 said what we could do if the land-tax were 
abolished and the income-tax were halved. 

Mr. Shirtcliffe.] You must ·bear in mind, must you not, that the. same amount of taxation has 
got to be raised 1-I have covered that. 

I did not grasp it. You suggest that the land-tax should he removed and the income-tax cut 
in half. That would mean that we should not collect the same amount in taxes !-We claim that 
if we put up this building our business would develop suddenly to twice its volume, and the taxation 
would be paid on the larger volume, though it would be less on the turnover. 

That might apply to your individual case, but it probably would not apply to the country 
generally, and the revenue has got to be raised. If you are suggesting an income-tax of 2s. lld. in 
the pound and no land-tax, the Government will have to look to other sources of taxation in order 
to make up the necessary amount !-Even at half the tax it would be three times pre-war, would it 
not 1 

'l'lt'' necessities of the Government are more than three times .pre-war !-Are they 1 
Yes, I think so !-Is the national debt three times pre-war. 
Yes, just about. It is more than double !-If we offer to pay three times as much we are 

doing our bit towards it. · ·. 
Mr. Beg!/..] The conclusion yon arrive at at the end of page 2 of your letter is your considered 

opinion, I take it-" We would make it clear that lower income-tax in many cases would mC>~n lower 
charges all round for services rendered to us " !-Yes. I think that is true. 

That is, other people are handing on the income-tax to yon 1-Yes. 
You are quite satisfied that that is the case !-Yes, I think that is inevitable. 

. Mr. Shirtcliffe.] Do you add the income-tax on to your customers !-I do not say we have not 
to some extent. It h~s been a two-edged sword. We have carried some of it, because in these days 
we cannot put money mto reserves. 

I cannot quite see how you can have passed on income-tax when, during the period of highest 
t~xutio.n, ~o~r gross profit a.s compared with pre-war was lower !-It depends whether you are 
d1scussmg 1t m percentages or m aggregate. 

In percentage 1-In percentage, of course, we have not. 
Mr. Beg.q.] Would the position be that ·thou!(h yon sold at a smaller mart,>1n of profit owing to 

a greatly increased turnover, if you had not had the tax to pay you would have been able to carry 
on on a still finer margin 1-That is the whole point we stress. · 
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CnarsTCHURcH: Tu•:si>AY, tith lilA\', 1!12·1. 
RICHARD MoRTON, Sheep-farmer, 'J'aitupu, tlXUmim•1l. 

The C/wimwn.] You have prepared a memornndum, Jllr. Morton, Ml't.ting forth your viows in 
connoction with the question of taxation 1-Yes. 

These arc your personal views ?-Yes. These arc my vit~\\'8 us to how t.uxutiun nfft•L:ts mu nM u 
sheep-farmer:-

Taxation, 1924.-(1) Levied on capital; (2) levied on mconw; (3) lt•vit•d on Cn•tom• dnt.y, 
•tamps, &c. (Policy of Government not discU&'IIlhle.) 

E1•if..J of Levy ou Capital.-Destruction of industry ; detrimental h> thrift; finn] t•xt.inetion of 
capital. Examples: Russia, l'eraia, Turkey, former Egypt, und EaHt.t:lfll Uovt,rnmt•nts gt•m•rnlly, 
Land-tax as a clas• tax is an evil example of the capital-tax levied on the primary indnHt.ry of tiw 
country. Remedy, if capital is to be taxed, is in a property-tax-i.e., all proJH"ty, Hiiwo capital 
invested in prop~rty is so invested for the same reason that of a rmnunemt.ivo rdurn. lnvt•ntiun of 
unimproved values to suit land-tax methods is merely an uggmvation of the twil of luml~t.nx, since 
the man who improves his land and in doing so enhances the <"'pita! vnhw of hiH lund nuhmuLticnlly 
advances the unimproved value thereof, since the unimprovt~d value is tiH' rupitnl vnluc lt•HH improve~ 
menta- even some improvements arc after a time disallowt,d. Oril.(inally devi••·d to break up <'HULI<•H, 
land-tax may be sai(\ tt" have done so to the surprise and chagrin nf thost~ who n.re m."'ponHihJ4, for it>H 
inception. Incapable of IJ<•inl-( equitably asseHHed throu!(hout New Zt•nland nt uno Jwriud of timo by 
the same assessor, the method of assesKment by districts at variouH JIC'riuds of tiuw by manwrous 
assessors and under any accident of circumstance produces a result full of uncvt•nnt•Hs, rt~Jm·~mnt.ing 
the various personal equations of the valuers affected by tho varying periods of proHpo•rity or 
depression ever recurring in connection with the farming indust.ry. One cliHtrict mu.y he vuhwd u.t 
the period of the deepest depression, while other possibly even adjacent lands nmy remain as voL!tu•d 
at some other period of time when the opposite conditions prevail d. Vide, tho diHCrcpaney in the 
valuations recently made of Crown settlers' land now under revision after three valuations. In the 
residential areas intended to benefit the poorer classes the taxation of land on unimproved vnhl!! has 
tended to force the subdivision of land into minute areas, ennbling the more wealthy rc•ident. h> uhhLin 
all the bcncfit.'l of sanitation, roads, water, and other convenit~twt~K for a largt~ and t\XfWilKivc rt•sidt~nce 
at a cost of contribution by way of rntcs and taxt•s that an adjoining hut leHH wealthy ndl.(hhonr I'"Y" 
for a cottage which probably «'presents hiH whole l'apital. In cit.y proJ>!lfti<'s tho poomr landlord 
unable to erect a many storied expensive building on hi• land is at the disadvantage of having to pay 
the same taxation as one who invests capital on his property in buildings on which he cHcapes 
taxation-i.e., land-tax. Investment in property in buildings Huch aH shop•, warehouRes, mills, 
factories, hotels, &c., all represent capital invested for remunerative purpmH'H, and as Huch should be 
as much liable to taxation as capital invested in land for the farming or paHtural indu•t.ry, which 
actually supports the bu•inCHs carried on in the factories and husinesH prmuiHt•s, Mortgages should 
be deducted in assessing a capital-tax. The lender paying direct on his capital or by levy on tho 
income derived therefrom. 

Table ,,homing Cmnparuon a.< to Eff""1 

Sheep-farm 
City property : Busines• premise• and shops 

£ 
69,220 
7!!,375 

£ 
59'()\!() 

lil,365 

£ 
I ,om 

t!2t! 

•. d. 
101 
lj lj 

£ 
9fil 
729 

•. d. 
7 lj 

I 6 

Then you have a table showing the comparison as to the effect of land-tax as levied on pastoral 
)and and~~~ city property !-Yes; "these are two examples which I have <JUot.cd, the on~.i" my own 

· case and the other is that of mv brother. I have 8 sheep-farm of a carntal value of £b.!,220. In 
1923 I paid in land-tax £961. My brother has a city .property with a capi~l value of £7!;,375, al~~ut 
£!!,()()() more than the capital value of my place, and 10 1923 he only paid £729 land-tax, about £220 
less than I did. 

Mr. Westcm.] Then, he will pay income-tax too, docs he nut 1-1 do not think""· 
You see, he lets his city property 1-Y cs. " . . 
Then he will have to make a return of his r<>nts 1-Well, thoHe an• tlw hw~res I gut from hun. 

I asked h'im what he paid. But I think there is an impre••ion that the town man and the country 
man pays prnctically the same land-tax. . . . 

1 
• 

Mr. Hunt.] Your ummproved value Is higher than Ius .-Yea, hut my capital value is £ti9,220 
and his is £78.375. . 

Mr. Wesion.] He has a merchants' block l_wrc and he ha• hJ make a rctu~n of rents d"rJV<~I from 
that building, so that he would have to pay lu• mcome-tax on that. If he giVCH you Ius IIICOJnc-tax 
plus the land-tax that he pays you will find that you get off better than he does 1--

Mr. C/nrk: Unless he is getting very poor rents. 
Mr. Shirtcliffe.] How docs that affect your ar6>1lment, Mr. Morton 1 How docs the fact that your 

brother has to pay income-tax-perhaps 8S much 88 the land-tax-~ffect your argument 1-I do not 
know whether he pays income-tax. If Mr. Clark says he does pay wcome-tax I suppose he does. 
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Mr Oklrk: I do not know that he does, but he should. 
Mr: Shirtcliffe.] Then the comparison is incomplete without that inform.ation 1-:-1 was looking at 

it from the land-tax point of view because it has been stated that the man 111 the e1ty pays the same 
as the man in the country. . 

Mr. Weston.] Probably your point is corr<':ct to th.is extent: t~at the prop~rtwn that the 
unimproved value bears to the cap1tal value 111 the e~ty property ':' less than ID the com1try 
property. The value of the buildings on city properties exceeds the nnunproved value, whereas the 
improvements on a farm would not amount to more than 20 or 30 per cent. of the cap1tal value. You 
are probably correct to that exten~, but, on the other hand, the man who has the property in 'the 
city has to pay his income-tax on his rentals. . . 

Mr. Shirtdiffe: In these two cases you have quoted the margm between the cap1tal and 
unimproved value on the farni is only £10,000, whereas the margin between the same values on the 
city property is £70,000. 

Mr. Weston: In the one case it is, roughly, 14 per cent., and in the other it is nearly 33 per 
cent. There is no doubt that your point is correct to that extent: that in the case of city properties 
the improvements are of very much greater value than in the country, but as against that the 
business man pays income-tal< too. 

Mr. Hunt: The city man carries on a business and has to pay income-tax, whereas it is not so 
in the country 1-Yes, if he makes a profit. 

Mr. Weston: He is allowed to deduct only 5 per cent. of the capital value. Your brother 
would be entitled to deduct £3,900 from his total rents. I should say that, roughly speaking, he 
would get a minimum return of 8 per cent. for rentals on the £78,000. That would come to nearly 
£6,000, and with the 5 per cent. deduction on £78,000, he would have to pay income-tax on about 
£2,900. 

Mr. Shirtcliffe: Less his exemptions. 
M·r. Weston: But he would probably have income from other sources as well, and so he would 

not get tnuch exemption. 
Mr. Weston.] The income-tax on £2,900 is something like £253, so that you are at a slight 

disadvantage as compared with your brother, but the disadvantage would not be so great as you 
have pointed out in your statenll'nt, and if he got a return of lO per cent. you would be very much 
better off than he 1-But practically he has got an assured incoml', and I have to take my chance 
with the world's markets. But he may have bad tenants every now and then. 

EBENEZER HAY examined. 
The Chairman.] You are a sheep-farmer, Mr. Hay, are you not 1-Yes; at Pigeon Bay, and I 

have also a property in the Marlborough Sounds. , 
You have some views on the subject of taxation: will you please tell us what they are 1-1 am 

very much against the land-tax, because I think that land is the only form of capital that is taxed, 
and I think a much fairer way would be to tax farmers on their income. One of the worst features 
of the land-tax is this: if a farmer makes nothing during his year's working-which has happened 
recently-he has to find money t<> pay his land-tax, and sometimes he has to borrow it. Whereas 
if he is taxed on his income, when he makes an income he is able to pay the tax. If he does not 
make an income off his land he has no tax to pay. I have had heavy land-tax to pay, and I would 
have had to borrow the money to pay it if I had not had other sources of income. Fortunately, I 
had, and so I did not need to go to the bank to borrow money with which to pay my land-tax. 

We have been told that farmers are not able to make up income-tax returns 1-1 think they 
are. We used not to do it a few years ago, but I get an accountant to make up mine now, and I 
think every farmer could get an accountant to make up his return. If he is farming in a small way 
it would not cost him much, and I think it would be a benefit to him, in that he himself would 
know how he was doing. 

It would force him to ascertain his position !-Yes, and I think that would be a very good 
thing for him. Another objection I have to the land-tax is that it is partly a tax on improvements. 
The Department will probably say No, but I know of such cases. You might have two farms 
adjoining of the same size and quality of land. One might be highly improved, with good fences 
and cleared of weeds, while the other may be neglected in every way. The valuer comes along, and 
the good, highly improved farm catches his eye, and he puts a high valuation on it, and so the owner 
of that farm finds himself paying tax on his improvements. That is my opinion on the matter. I 
have seen quite a few cases of that in my own district. 

Mr. Shirtcliffe.] What about his neighbour: does not he pay on the same valuation 1-Well, 
the poor-looking, neglected farm does not take the valuer's eye, and he probably values that farm 
at £2 or £3 per acre less than the highly improved farm. 

One man is penalized for his improvements 1-Yes, because his land is valued at a higher rate 
than his neighbour's farm. I think you must admit that that has taken place. 

Put it the other way, Mr. Hay: the other man is being let off because of his neglect 1-Quite so. 
Then, to my mind, the system of valuing land is wrong. I think I am right in saying that there are 
certain districts in New Zealand which during the last ten years have been revalued two or three 
times, while other districts have not been revalued once during that period. The result has been 
that the districts that have been revalued and raised according to the value by which the land has 
risen have paid more in taxation than the districts that have not been revalued. Now, I have two 
properties, one on Banks Peninsula-which is the favourite hunting-ground of valuers and which has 
been revalued three times during the last ten years-and my other property is in the Sounds. The 
latter property I bought ten years ago, and it has not been revalued since. I do not think that is 
fair. It means that the people on Banks Peninsula are paying land-tax at a far higher and unfair 
rate as compared with the people in the Bounds district. That is another evil of land-tax. 
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Mr. We,ton.] The Sounds district has gone hack, bas it not-t.bat is my advice 1-Tbnt i• no 
argument why it should escape revaluat.ion. 

The reason why it has not been revalued is that, if anything, tho unimprowd values ought t-o 
he reduced rathe~ than increase~ 1-I do not think that applies to every place. 

But, takmg Jt as a whole, tf there were a revaluation in the Sounds t.lwro might be a deoronso 1 
-But there are some places that could have stood nn increase. 

~he Chairman.] ~hat about. your property 1-My property h••• not. gon<' bnok; it. hnK improwd. 
"You are not paymg all the land-tux you ou~ht. to luwe paid on it, t.lwn 1---l't•rhups not; hut I 

am paying too much on my place in Pigt•on Bay . 
. M-r. Clark.] Has t.he unimprowd value incrt•JL"<•d 1 Tlw value of yonr propt•rty in t.lll• SouJlllK 

has mcrea.'led by reason of the nnprovmnents t~ffPcb~d by you ?-YPH. 
. That should not necessarily increa.st~ tht~ unimprovt•cl vnhw ?-No; but t.lw 1'41LUW thing hnH 
mcreased the valuation of my propert.y in Pigt•on Buy. 

But that is a wrong principle of valuation !-But Uu1t sort. of thing iH ulwnvK dmw. 
Mr. Shirtcliffe.] What should const.ituto t.lw unimprowd vnhw--t.hn vnlut• of t.lll• huul in it" 

virgin state 1-We should say so. 
What view do the valuers take 1-Well, I think they tuko this vit•w : Knpposing n block of lutlll 

remained in bush unimproved while all the rest. of the lund round uhout hud lJt>mJ Nettled, olmll'l"l, 
and improved, what would be the value of the unimproved land with tlw •urroundinl( lund nil 
producing! That is not quite the same as the original value of t.lm land htofom any o1w Hntrlt•d 
there. It is the unimproved value of the land with st•ttltmwnt ull round it. 'J'hut nwutJH un incrt'll.HO 
on the actual unimproved value of the land . 

. Mr. Brg,q.] Does it nece~sarily meun that! Your uoimprovt>d hloek coV<•rt•tl wit-h ht•JLvy timbt>r 
-•• tt not conceJvable that tt m1ght be worth more tlum mtprov•·d farms round ahont. it. 1--lt. tlot•H 
not matter what the timber asset is ; the other land hRH a producing-value. 

It has got an immediate value and subsequently a producing-vJLlu11 1---
Mr. Clark: A small block of timber would have very littlo value. The t!Xpt•nKe of put.tin11 n 

mill into it would not be Wllrranted. 
Mr. Shirtcliffe.] When a valuer comes to value your l>ropt,.ty dot•R he Rtart with the eJLpital value 

and then deduct the value of the improvements that he can estinmte 1- (WitnesK) I have rwver 1""'" 
able to find that out. I do not know how it i• done. 

The Chairman.] Each valuer has his own personal view on the IIIJLtter 1- YeK. I know that 
there was a property adjoining mine at Pidgeon Bay, but not improvf•d as mine was, unrl tlw ow1wr 
escaped with £2 or £3 an acre less valuation. 

Mr. Begg.] But could any valuer assess that, except a local man like yourself: will tlmt not 
always occur!-Yes, that will always occur, and that is the iniquity of tho land-tax. 

It js sure to happen that a badly-farnwd place will get off with a lower valuation than a woll
farmed property 1-Yes, and that means a tax on improvements. 

Mr. w ... ton.] But the more thrifty and able the man the heavier you saddle him with tax!
Yes, that is what you are doing now with the land-tax. 

M·r. Shirtcliffe.] Does not that apply generally 1 Is not a man who makes u large income taxed 
for his thrift !-Yes, you cannot avoid it. Take the professional man who makes a large income: 
he is taxed upon his ability. 

Would you ask us to abandon the land-tax entirely !-Yell. 
You do not even suggest a flat rate !-No; I cannot see why that special form of capital should 

be taxed. Take two -men, each of whom has £'.0,000 to invest: the first puts his money into a farm, 
and the second puts his into a business. The man on the farm is immediately taxml. Tho other man 
may put his monev into shares, shipping, or anything like that. He only pays tax on his income, 
but the farmer on 'the land has to pay land-tax whether he makes an inconw or not. 

- But the land-tax can be looked upon in the li!(ht of a privilege tax or a tax for use 1-No ; I 
look upon it as a class tax. It is the only form of capital singled out to bo taxed. 

You do not think there is any privilege in holdin~ land in large or •mall arcus, tlw use of which 
other people cannot have !-All the privilege a man getH is having to work sixteen hour• a day on it. 

M-r. Brgg.] Can you suggest any check against any man holding land and allowing it to li" idl": 
would you suggest any form of tax to che.ck that !-I do not know thut I am qualifi"d to express an 
opinion upon that sort of thing, but surely our lel(islators could devise some means of preventing that. 
I do not think there is a great deal of it done in these days. I agree that that sort of thing should 
be stopped. 

Mr. Clark: There is a block of land in Christchurch near the centre of the city. A man in the 
early days put £100 into the Canterbury Aosociation and he got that block. He nevllr spent a 
penny on the land, but in rents and the sale of the land he ~r.ew several hundre~s of thousands of 
pounds. What would you do with a cnoe hke that!. I am .i.".vmg you an a<:tuul m•tance. 

Wittw-Ss: That may not be impossible, but you wtll find 1t ts a rar<' caRe, 
Mr. OZark: No, I think there are such cases in every city in New Zealand. 
Witness·: Of course, that man paid rates on his land. · 
Mr. Clark: No; his tenants paid the rates; he lt•t the land on long least\H, An aggravated cuoe 

could only happen in a city; it could not occur in a farminJ( dhstrict. 'J'h(~rc are, Jwwfwer, cases 
in the country districts. -

Witne.ss: I should think they would be very few. . 
M-r. Clark: I know there are cases in the country. I do not know how many. It apphes more 

particularly in the cities, where the increase in valu~s iP g~eater: . . 
_, Witn.,8 : It is hard to prevent that sort of tlung. fhat rs what taxmg on unnnproved valueo 
was devised to check. The man who held the block jn Christchurch had a good deal of luck : if he 
had got land t.wenty miles from Chriotehurch it would not have paid him. 
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Mr. Shirtcliffe.] Would you suggest that there should be no tax levied to prevent. the reagwe
gation of large areas !-Yes. No doubt that is the object of the land-tax, and espcmally the obJeCt 
of the graduated land-tax, but I have always thought _there are other means f?r preventing aggre~atio_n 
other than the piling of the tax on the la11d, because m the few cases where 1t prevents aggregatiOn 1t 
comes as an imposition on the landowners. · 

Can you suggest othor means ?-No. I am not a !el!isl~tor or a law-maker, but I do thin~ that 
surely our legislators can do that. I do not see th~t 1t IS 1mposs1ble. ·Perhaps you could hmit the 
area of first-class land and second-class land and tlnrd-class land that a man can hold. That 1s one 
way of doing it. 

That can only be done by value, can it not ?-It could be done by area, could it not 1 
llow would that affect city lands 1-I am thinking of country lands. 
Mr. B~qg.] You think there would be nc great difficulty in ascertaining a farmer's income ?-That 

iR SO. 
You do not know that they have never considered it feasible 1-I do not se> why it should not 

be. Every other man has to return his income. 
M1·. W e.•t<m.] Do you think it would encourage farmers to employ an accountant to make up 

their incllme returns if an exemption were granted of a fee up to a certain amount-an accountant's 
fee for keeping the accounts 1 

Mr. Clark: I do not think that would be worth considering. 
Wilm>.<s: I used to think once that if I had to return the income of all my land and investments 

it would be a big job. I have handed it over to an accountant, and I am much better pl<•ased that 
it is being done, because I know my position now, and I did not before. 

Mr. B~1.'1·l Some farms are being exhausted, are they not, while others are heing built up and 
improved ?-Yes. 

In the case where the farm is being exhausted, the annual return of income, probably has included 
in it a good deal of capital, has it not !-Yes. 

And the reverse could easily occur-that is, a farmer can steadily improve his land and show a 
small income, banking upon his land 1-Yes. 

In face of the facility with which that can be done, is it not difficult to ascertain the real 
income?-Yes, it probably is in those cases. Still, the Department has a check on that sort of thing. 

Mr. Begg.] How can they check it 1 In the one case they do not want to check it. Where 
they are getting part of the capital included, I take it they would not bother to check it, would they, 
Mr. Clark.! 

Mr. Clark: No ; they would see it. 
Mr. Beg,q.] That would be the farmer's own lookout; but in the other ease how could they 

detect it 1 If you thought it was to your advantage to sink a large part of the income of that land 
in improving that land, you could do that, could you not ?'-(Witness) If you are putting your 
money into improvements ~f that sort you are benefiting the country, and even though you are 
escaping a certain amount of taxation you are paying it out in other ways. 

You are benefiting the country 1-You are benefiting the country a• a whole. You are making 
the place better. You are giving employment. Of course, there is a limit to that. A man cannot 
go on doing that. 

But he can do it for a considerable time ?-He can do it for a time. 
He can, by hidinf! his income, convert it into capital and escape taxation, can he not ?-Yes; but 

I think you are putting an extreme caRe. 
Yes; but there is that tendency, is there not ?-Certainly that can he done. Of course., 

companies can do the same, can they not 1 They can hide their income to a certain extent. 
Mr. Beg,q: They find it very difficult to hide income from the Tax Commissioner. · 
Mr. Clark: Except in the case of the grazier, and I think we shall meet his case in time. The 

farmer would have to make his income before he could put it into his land. The grazier holding lanrl 
in the back country might reduce his stock and allow his grass to seed ; but the ordinary farnwr 
would have to make an income before he could improve his land by the application of fertilizers. 

Mr. Beg,q.] The contrary is the case. As a matter of fact, the farmer usually puts the fertilizer 
in before he gets the income. . 

Mr. Clark: But he must have made the income in the previous year-to have it to spend. 
Wilne.<S: I think the most moderate farmer would only go a certain extent in that direction. 
Mr. Begg.] You go through a district and you find good, bad, and indifferent farmers. It. is 

only a matter of degree ; some farn1s are being ruined ?-Yes. 
Some are being slowly depreciated, some are slowly appreciating, and some are rapidlv 

appreciating 1-Some fanners are making money and some arc not, and those who are not have tO 
borrow money to pay the land-tax. 

I wished to make the point with regard to the man having to make the profits before putting 
them into the land. I would suggest that a farmer frequently has actually borrowe<l money to 
improve his farm before he gets a crop : is not that the case 1-Yes. 

He has to improve his land before he gets his income at all. He has to spend money on doing 
something to that land before he can get any income !-There is one other aspect of the land-tax 
that I should just like to mention. I look upon it that by means of the land-tax the Government 
has a first mortgage on my place, capitalizing the tax at 5 per cent. It is a pretty bia mort~age too. 
and it comes hefore anything else. ~ · · ' 

Mr. Hunt.] You may say that the County Council has a second mortgage, and t.lw Hospitnl 
Board a third 1-Yes. 

Mr. Clark: Might I put it in another way, that the Crown is the owner of the land, and t!:c 
nominal ownf'r is reaHy a tC'nant. 
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Witness: I think it woul~ be the finest th_ing for New Zealand if the land-tax were wiped out. 
I have been a farmer all my hfc, and I tlnnk 1t wo~1!d be .to the benefit of tho country. 'l'he land 
would be better.looked after and better 1m proved. lhere IS no encourugt•mcnt now to improve your 
place and make 1t look well, because you are taxed on it. 

HENRY WORRALL, Mill·manager for Messrs. D. H. Brown and Son (Limited), Flour·millurs und Produce· 
merchants, examined. 

The Chairman.] You. have views on the question of compuny·taxution, Mr. Worrnll!-Well, 
Your Honour, I d1d not Wish to take up the time of the Commission. but it seemed to mu that quito 
a number of p~ople wh~ w1sh to have company·taxution changed have put tlll'ir views b~J{oro you, 
and I thought 1t only fa1r that some of those who do not wish to have it changed shonld also appeur 
before you. 

You have put your views in writing: will you please rend your statement to us 1-Yt•s, sir. 
It is as follows :-

My reason for desiring to give evidence before this Tuxution Commission is not thut I consider 
that I have anything new to offer on this complex subject, but becuusc I think it mav lllllp the 
Commission to have as many expressions of opinion as possible from tnxpayers. Compmiy.taxntion 
is the only subject upon which I desire to give evidence, and I wish to ur~e that the existing method 
of .r~mpany:taxation be adhered to-that is, that companies be taxed on their profits us distinct 
ent~ttes. Bnefly, my reasons are as follows: The present method appears in practice to be quite 
satisfactory. The amount of the tax, and not the basis on which it is levied, app•mrs rather to be 
the cause of the present dissatisfaction in regard to company-taxation. According to the CommiHHioncr 
for Inland Revenue, 94 per cent. of the capital employed in trade and industry. is in company form, 
and only 6 per cent. in private hands. This surely proves that there is nothin~ very radically wron~ 
with our present taxation methods so far as companies are concerned. It is admitted that the 
present method gives rise to inequalities, but as every other suggested alternative has the same 
drawback it wonld appear to be better to keep to the system which has been tried. Should 
taxation of a company on its profits made be discontinued and taxation of dividends be substituted, 
it would be necessary either to reduce the limit for income·tax to a very low figure or to increase tho 
present rates on private incomes to an extent that would stifle all pro~ress. To increase tho present 
rates would stop all hope of business expansion, and would apparently defeat its own enrl, as capital 
would have no incentive to take risks, would be over-r.autiouR, and conscqmmUy smaller incomes, 
with correspondingly smaller income·taxes, would be received and paid. On the other hand, to 
broaden the field of income·taxation would cause a great deal of hardship, and the coKt of collecting 
the tax would be enormously increased. Immediately the limit of income·taxation comes, say, 
below £300 a year-that is, on to the bare living· wage- personal hardship to a large number of taxpayers 
must inevitably ensue, as the amount necessary to be made up by the release of companies from 
income·taxation and the added cost of collection would be very great. It seems to me as it is 
impossible to ensure by any suggested system of taxation an equality of responKibility amongst 
taxpayers below the £300 limit, it must be equally impossible to obtain an equitable system of 
income-taxation for such taxpayers. It appears to me that the present. system takes care of this 
matter in as equitable way as any other suggested method. Speaking generally, the company 
shareholder with a small income has been able to purchase his shares by the fact that his income has 
at some time exceeded his requirements, and this is the only man from w.hom, should the tax-limit 
be reduced, income·tax could be collected without undue hardship. It is collected to·day through 
the company-taxation without his feeling it. Normally the market price of a company's shares is 
determined by the dividends the particular company pays, and these dividends are paid out of the 
company's net profits after paying income·tax. It is obvious from the hu~e amount of capital 
invested in companies that the latter must be paying by way of dividend a fair return on tbe capital 
employed, and must be able to compete in this respect with capital employed in other ways. It 
necessarily follows that any drastic change in the incidence of company-taxation would be extremely 
likely to upset this balance, and may lead to very serious consequences. There ar~ a number of. other 
effects which any change of this nature would cause, such as a sudden and undesirable change m the 
valuas of various classes of companies' shares, the difficulty of estimating the basis of new taxation 
in order to collect the required amount, and the large number of practical difficulties which any 
change would cause. To sum up, the pres~nt basis of company-taxation, while admittedly .not 
perfect, appears to be reasonably fair and eqmtable ; much more ~o than any suggested alternahvc, 
and on these grounds I would urge that the present system be _retamed. 

Mr. Hunt.] Do you believe in a system of graduated taxatwn .!:-Yes. . . 
Why !-Because it is fair that a person or a company With .a large mcome should pay m 

proportion. I consider, incidentally, that .the present graduated tax IS rather too steep. . 
You think that a person with a large mcome should pay r.ore on each pound than a person w1th 

a small income !-Yes. 
Can you see any difference in the graduation of shareholders in companies 1. If I am a small 

shareholder in a company drawing £100 a year and you are a b1g shareholder drawmg £10,000 a year, 
do you pay any more in the pound than I d? !-No. . . 

There is no graduation then !-There IS no graduatwn m that respect. 
You admit that there is no graduation in the incomes received by shareholders from the 

companies !-That is so. . . . 
Do you know the proportwn of the total mcome·taX collected that comes from compames !-It 

is rather more than half, I believe. 

17-B. 6. 
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It has run, during the last two years, between 66 per ~ent. and 7~ p~r. cent.--:-say, an a':erage. of 
70 per cent. There would be no graduation, then, in the mcomes of mdiv1duals m connectwn With 
70 per cent. of the tax collected ?-No, that is correct. 

1 Does not that make your approval of the graduated system rather fall to the groun~ .-I do not 
know that it does because a company is not a private individual. It is a separate ent1ty. 

But the inco,;,e that the shareholders get from companies is not graduated, is it ?-No. 
As that applies to 70 per cent. of the tot~) tax collected, there is n~ graduation as far as 

individuals are concerned on 70 per cent. of our mcome-tax revenue ?-That 1s correct. 
Does not that rather upset your graduated system ?-It does. At the same time, the income 

from private sources is a different thing from company shares. The company is a separate concern 
altogether, and you get your graduated tax on the company-not necessarily on the shareholder. 

Still, the company belongs to the shareholders, does it not ?-It does belong to the shareholders 
in one sense. But it is an absolute, distinct entity. 

Who does the company belong to if not to the shareholders_ l-It belongs to the shareholders for 
the time being, but not necessarily altogether. 

It belongs to the shareholders always, does it not 1-Yes. 
And all those shareholders get their income on exactly the same footing ?-Yes. 
There is no graduation of income !-There is graduation of income on the company itself. 
But it does not affect the shareholders !-No ; but you cannot have everything 100 per cent. 

perfect. You get your graduation on the company's income. 
Do you think there should be. a graduation as between different companies 1 Do you think that 

a company with a large income should pay a higher rate of tax than a company with a small 
income !-That also would not be reasonable, because a lot would depend upon the circumstances 
of the case-for instance, the amount of capital employed to earn that income. 

But the graduation takes no notice of the amount of capital; . it only takes notice of the amount 
of income 1-Yes. 

Do you think that that is right l-It is not perfect, but I think it is as near right as any oth 
method you can suggest. 

Take a company with £10,000 capital making a profit of 30 per cent. That is £3,000 a v: 
That company will pay a tax of about 3s. in the pound. Another company might have a capi ,. v• 
half a million and only make 3 per cent., yet it is taxed at the rate of 5s. 10d. Do you thiu1.9that 
that is right !-If the circumstances are as you say and there is no other additional circumstance, 
it is not right. 

Do you know anything about the English system 1-No. 
You know that it is a taxation of individuals 1-Yes. 
You have not studied that at alll-Only very casually. They have to claim rebates there. 
They had a small corporation-tax there. Did you know that 1-I heard that they had a small 

corporation-tax, and that the shareholder whose income was not sufficiently large to come under the 
income-tax regulations could get a refund. Is that correct 1 

In England the company pays a flat rate of "tax, and the shareholder who has a small income can 
get a refund. But they had what they called a corporation profits tax, under which the company 
paid direct, as in New Zealand, but it was only a comparatively small thing. Did you know that 1 
-As I said in my statement, I do not profess to be an expert on income-tax matters at all. 

Mr. Weston.] You appear as one of the public who pay, and you desire to say that probably 
there are a large number of others like yourself who are content with the present system !-Yes. 
We admit that the present system is not perfect, but we consider it is as reasonable as any other 
system could be. 

Your view is that in all matters of taxation and government you cannot get machinery that will 
act like clockwork 1-Yes. · 

Mr. Hunt.] You admit that you have not studied other systems 1-I have read of other systems, 
such as the flat tax. 

I mean, have you read of the system that applies in other countries 1-I have read of other 
suggosted systems for New Zealand . 

. But. you have not studied the English system or the Au~tralian system 1-No. I have not 
stud1ed mcome-tax matters very mucb, beyond the suggosted alterations in the New Zealand tax. 

!rfr. S~irtcliffe.] You believe in the graduation of tax as between companies, as between profit
earnmg un1ts, I gather 1-Y •s. 

That is, if one comp~ny earns a large profit of over £10,000 and another company earns £2,000, 
there should be a graduation between them 1-I think you should take into consideration the amount 
of capital necessary to earn that income. 

But as between the shareholders in the company you think the graduation has been already 
covered by the graduation of t~e tax on the profit actually earned 1-Yes. 

Take the case of a small mvestor with £1,000 as representing his savings. He invests that in 
company shares, because, probably, he argues, his liability is limited and he gets effiCient management, 
and, above all, probably he expects to get a dividend better than he could make himself if he 
han~led the £~,000 himself. His small amount of capital is combined with, perhaps, large blocks of 
cap1tal belongmg to other shareholders .. He gets the same rate of dividend on his capital, his 
~1,000, ~s the l~r~e s~areholder gets on h1s £10,000 or £20,000. Do you think the small shareholder 
!" suffermg any IDJustJc~ 1-I do not. I think that company shareholders, when they put their money 
mto a ~o?'pany, know JUSt what the advantages and disadvantages are, and they are entitled to the 
same dmdend as a large shareholder? and I thm~ they_ suffer no disability if they do not get more. 

. Now, With regard to the ?wnership of compames, th1s may happen, may it not : a company may 
eX!st-;-and I have not the s.lightes~ doubt that many companies do exist---of which 51 per cent. or 
more IS owned by one proprietary mterest 1-Yes, 
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Can it be said that the shareh.olders as a body own that company 1 A company mny ho 
controlled by one man owmng a ma]onty of the shares. Cnn you say in a case like that that tho 
company IS owned by the shareholders 1-No. As I said before, a company is a dist.inct entity and 
I do not consider that the shareholders do own it. ' 

Mr. Begg.] You say that a company is a distinct entity. In some essential n•specls it differs 
from an individual, does it not 1-Yes. · 

For instance, you believe in a £300 exemption for individuals 1-I did not say that I believe in 
it. I just mentioned it as an exemption. · 

From your evidence you seem to think that a right thing 1-Yes. 
Why should there be any exemption 1-If you come down on t<> a living-wage, tho incmno·tax 

yon can obtain from that person is so small that it is not worth collecting. 
But it is a fair thing to exempt that amount-£300 1-As a business proposition, anyhow, it is 

fair, because a small amount is not worth collecting. 
Do you believe in a £.300 exemption for a company too 1-No ; I see no reason for it. 
Mr. Weston: It has not a body to feed. 
Mr. Begg.] In that respect it differs. You have said, Mr. Worrall, that you beliovo in tho 

graduated system of tax. Is that graduated on individuals because they mquire a great d<•al of their 
income to live on, but as it goes up they can spare a larger amount per pound for the State 1-I take 
it that the reason for the graduated income-tax is simply to get as equitable a way as possible for 
taking more from a man with a large income than from a man with a small income. 

As one company has no more subsistence needs than another, why should tho tax be gruduat<•d 
upon them 1-For the same reason that for the necessities of government you have to take as much 
as you require and you adjust it to fall on those best able to bear it, and the ns.•um ption is that a 
company with a large income can spare it far bettor than a company with a small income. 

That is the assumption you make regardless of what rate they arc earning on their capital !
That is what they are doing at the present time, but I think they should make some difference with 
regard to the capital. 

The annexed statement and graph is filed in accordance with leave granted for that purpose by 
the Commission when sitting in Christchurch on the 5th day of May, 1924. 

The information regarding the cost of fanning operations has been collected from tho repre
sentative fanners in the North Canterbury district, who have during the last ten years been engaged 
in grain-growing and producing meat and wool, and from merchants, freezing companies, and 
shipping companies. The statement does not represent the cost of farming in purely pastoral farming 
such as sheep-fanning and dairy-fanning. 

The object of collecting and compiling the information in this way is to show that during tho 
last ten years the cost of production on these farms has moved on parallel lines with the variation in 
the rate of income-tax, and the contention is that this increased cost cannot have been the cause of 
the increase in the rate of the income-tax, but has been the effect. 

The amount of indirect income-tax on this class of farm to-day is £244-i.e., the difference between 
the cost of production in 1914 and 1924, and is more than 50 per cent. of the fanner's net income. 
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SUMMARY or WoRKING-EXPENSES ON MrxED FARM, 1913 TO 1924. 
Capital va.lut• £10 000 Improvements £1,200 . • • . , 

I 
Hll3. 1010, 1021. 102-1. 

-- . --- -
I 

At5%. AtO%. At7%. At 61%-

' I £ •• d. £ •• d. £ •• d. 

I 
£ •. d. 

rtgagc of £10,000 .. 
00 .. 00 

acres at 1 cwt.) 00 

0 00 .. 

Interest on mo 
Wages 
Fertilizers {150 
Sacks and twin 
Shipping and fr 
Railway charges 
Threshing .. 

eezing (consolidated rat.e) 
.. 00 00 

00 00 00 

' 
300 0 0 00 00 ' 

00 00 !10 0 0 
00 .. 

I 
35 12 6 

00 00 12 7 6 
00 00 I 23 15 0 
.. 00 

I 
32 6 0 

00 00 46 6 8 

360 0 0 420 0 0 390 0 0 
194 0 0 168 0 0 166 0 0 
67 10 0 78 15 0 66 3 0 
22 I 0 28 2 6 20 10 0 

I 

40 I 0 59 7 6 45 2 u 
42 18 0 42 18 6 42 17 0 
60 15 0 93 4 8 45 16 8 

I 560 7 8 I 787 5 0 I 890 8 2 I 766 8 8 

C.nr.sta.l freight r.1.to not procur.tblo. Union Co.npany say they have not varied. Rates and taxes omitted. 
The grd.dual rise in the cost-of·pr .>duction Jine f,om 1913 tu l!HO is not quite accurate, the two biennial periods 

1913-15 and 1917-19 showing a. slighter and steeper rise, but the difference is very little. (N.B.-It was not possible 
to obtain the cost of production for each year in the time at our disposal, hence the inaccuracy at points such as 1922, 
1923, 1920, and 1913 to 1919.) 

AucKLAND: THURSDAY, 8TH MAY, 1924. 
JoSEPH GEORGE HADDOW, Barrister and Solicitor, examined. 

The Chairman.] You have devoted some attention to the question of taxation, Mr. Haddow 1-
Well, in a modest way, I have. 

You have put your views in writing: will you read them to us, please 1-Yes, and I have sent 
six copies to the Commission. My statement is as follows:-

Land-tux. 
I. This tax sins against the first need of all taxes in that it does not tax the individual according 

to his ability to pay. lt may be fairly described as an artificial tax. The chief objectinns against 
it are-{!) It does not tax according to the ability to- pay; (2) it often taxes a man who has no 
money to pay-and often actually on the debts he owes; (3) in many eases it cannot be collected 
from the man who owes it, and has to be collected from the man who does not owe it; (4) it is an 
arbitrary tax on one class of property and omits all other classes; {5) it must always be costly to 
collect. These objections are dealt with in turn. 

2. Objections(!) and {2) may be taken together. Our country is a young country in the making, 
and its conditions -cannot be compared with those of the Old World.. The country is being made 
daily by the farmers because almost every farm has some part not fully improved. In the Old Country 
most farms are fully improved, and on such farms all the farmers' time is occupied in keeping things 
going. In New Zealand a farmer is doing the same work, and in addition he is making a new farm. 
For the latter purpose he must have capital. Hence his land is nearly always mortgaged. We may 
assume that the average farmer's interest in his land is not more than two·fifths of the total value. 
The rest of the value is the mortgagee's. The land-tax is at fault because it does not recognize this 
almost universal position. It allows a man an exemption of £4,000 for mortgages when the 
unimproved value is not over £6,000. Over £8,000 it allows no exemption. The result is very serious 
to a large number of farmers. A property with an unimproved value of £8,000 is probably wotth a 
capital value of £12,000 and carries mortgages amounting to £7,000. The owners of properties of this 
class are taxed on the money they owe, instead of on the money they own. The land-tax exhibits 
similar weaknesses even when the values are low enough to enable. the landowner to deduct them. 
In a period of low prices such as the Dominion has recently experienced the land-tax becomes a burden 
that the owner cannot carry. Two years ago farms were producing no income, and a large proportion 
of farmers were living on their capital. But their liability to pay the land-tax remained. In this way 
the land-tax ofiends against the primary rule that taxes must be levied on the taxpayer according 
to his ability to pay. These men had no ability, hence their .income-taxes very properly ceased to be 
payable. Not so the land·tax. A tax that remains the same in good times and in bad, that is still 
a claim against a taxpayer who admittedly has no money with which to meet it, that takes no account 
of his ability to pay it, and that finally involves him in fines for not paying it when admittedly he 
has not the money and has no possibility of getting it. must be bad in principle. Briefly it is both 
illogical and unjust. ' 

_ 3. _The injusti_ce ?f the land·tax is carried a step further by the methods adopted by the 
leg~slatton for gettmg m the money when the taxpayer himself cannot pay. The Commissioner may 
call upon the mortgagee to pay (Land and Income Tax, 1923, s. 147) and so discourage him from 
lending more money to a farmer. It does not matter .if the mortgagee made his advance one year 
before or one year after, or ten years before or after the tax accrued. He must pay. Failing the 
mortgagee, the next or any su?ceed1~g _purchaser may be made to pay, or even the hardworking 
tenant of the land. Also there IS no hm1t to the amount or number of years of arrears for which the 
mortgagee or purchaser or tenant may be called upon (s. 144), and, of course, the mortgagee or 
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purchaser or tenant must pay the fines that have accrued year after your because of tho non-pnymout 
by tho '" taxpayer." If the land-tax was bused on reason wo should not lind such oxpcdi<'nls 
necessary in the collecting of it. • • 

. ~- The _.land-tax is arbitrary in its necessary limitations. It isju property-tax which dis
crnnmates _between persons. The bulk of a farmer's stock-in-trude is hisJand. It is taxed. Morwy 
may be said to ~e t~~ banker's~stock·m·tmde, goods tho merchant's, and study and cxporil'nco tho 
professiOnal mans. lhese aro not taxed. No form of property is taxed oxcopt lund. Tho distinction 
cannot be said to be founded on reason. It is merely arbitrary. 

5. Cost of Collection.-The land-tax must always be a costly UIX to collect. It rc'luims--(11) 1ur 
expensive ValuatiOn Department to fix. values; (b) an assessment Vourt to overlook tho work of tho 
ValuatiOn Department; (c) a large office stuff to check returns, assess and collcet tho taxes. And 
as a result it yields much less than the income-tax, which costs comparatively little to coll!!ct. In 
IU23 there were 55,907 land-tax payers, and tho same number of taxes to be usses•od and collnch•d. 
Also there were enormous numbers of valuations to be made. The result was a sum of £l,IHI,ull2 
collected. Tho best year of the land-tax was 1921, when there were M,363 taxpayers and a rovonuo 
of £1,688,978. In the same year (1921) there were 44,597 income-tax pnyors and uu income-tax rov<HIUO 
of £8,248,945. Thus for a very much larger sum there wore nearly ten thousand lower usscsMmonl• 
to be dealt with and no costly Valuation Department at all. Quite npnrt from tho other ohjectious 
to the lund-tax the cost of collection is a serious defect in a tax which product•• ouly £1 ,uOO,tXXJ 
annually. That sum would be easily made up if the distribution ul tho iucomc-tax was ulturcd 
something after the manner set out below. 

Income-tax. 

The income-tax has none of the objections of tho land-tax, and more than uuy other tux it falls 
upon the shoulders able to bear it. Hartley Withers, the English ecouomist, ""Y" of it,, " If wo 
could get it into an ideal shape it is the most equitable form in which taxation cun ho impo•cd" 
("Our money and the.;.State," 1917, p. 88). This statement admits uf 110 denial. It iM haMtod on 
reason. A man who has just received £500 for Ills year's work can eu•ily afford to pay a reusonahlo 
part of it to the State. The great and surpassing advautagc tho income-tax enjoy• i• that, if it is 
fairly distributed, it always meets a man at that critical moment. The following su~ge•tions for a 
fair distribution of the income-tax are offered as a modest contribution on an important suhjoct. 
They are, in the main, the principles I advocated in a short series of article• contributed to the 
Wanganui Herald about twenty years ago. The income-tax should Le regarded in tho light of a 
family tax. A man should be taxed strictly according to his ability, and by accepting tlw income· 
tax as a family tax we should arrive more nearly at the ideal di•trihution of it. 'l'hu• if a man 
with £:)00 a year has a wife and three children, and is also keeping a sister, tho income 
would be regarded as being not the income of tho man alone, but tho income of three 
adults and three children, or, say, four adults. The £500 would thus repreKent an income of 
£125 for each adult. Tills, of course, merely illustrates the prim:iplo. 'l'ho amount of the ox"'nption• 
and the rate of the tax would be fixed according to the needs of the time. In practice Uw 
amount of the exemption allowed in respect of each adult would decreu•e with the numhet' of 
adults (or their equivalent in clllldren) to be supported by the one income. 'l'o illustrate by typical 
examples: (a.) A young man with nobody to keep but himself. Income, £1U6 a year. A minimum 
tax of, say, £5 per annum. £150 a year may quito reasonably be taken as a point when taxation 
begins, As the adults in one house increase the limit of £100 will decrease, as the following illus
trations show. (b,) Man and wife. Salary, £312. Tax, £5 each. (c,) Man and wile and man's 
mother. Income, £312, No tax, as £312 divided by three leaves £104 each, au amount below tho 
£150 minimum. (d,) Man and wife and three children. Income, £312. Same rc•ult as (c), as three 
children=! adult. (e.) Man and wife, six children, and man's sister. Income, £025. Here the 
family consists of an equivalent of five adults. As five adults may live at a less rate per head than 
one or two the minimum taxable amount may be reduced from £150 to £125. Here there would be 
five incomes of £125 each, on wlllch £5 multiplied by £5 would be charged-namely, £25, Tho 
above examples illustrate the general principle only. Obviously, the minimum tax of £5 would have 
to be increased when the income reached a higher figure. It could be made to begin at £150 in ca•e• 
(a), (b), and (c) at £5 or such smaller figure as the income exceeded £150, 'J'hu• an income of £151 
pays £1, and income of £154 pays £4, and £155 pays £5. Over £15~ m cases (a) and (b) and over 
£125 in cases (e) the tax would be gently graduated. All employees taxes would be pard through 
the employer to lessan the cost of collection and the risk of eva•ion. 

Taxation of Companies. 
Companies would be tre.atod in the same way as ~ersons. A company i~ in law a person, and 

is given by the law special privilege. It I? not unfatr, therefo~e, to treat It, ,as at pre•cnt, as a 
person for the purposes of taxation. There IS one outstandmg objection to treatmg an mcome made 
by a company in a different way from an incom~ made by a pcrso~-nam,cly, u per•on or fir_m could 
not compete on level terms with a company if the company paid no ~ncome-tax. No difference 
should be made in the taxation of incomes received from debentures and mcome from other eourceH. 
On to the above scheme the present differentiation of incomes e~rned and not earned could easily be 
grafted. This would give two classes of income•, and "? the:"' might be added a tlnrd cia•• sugge~to~ 
by Hartley Withers-namely, "' Income produced by mhent,ed wealth or wealth received by .. ~lt. 
That would give three classes of income and so pro,duce what the economist• call the rr!cal 
income-tax." In support of the third class Hartley Withe':' gtves a ~cry good reason. , He pomts 
out that it would enable us "' to do away with death duttes, and wtth tho great unfatrnes• they 
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involve-for example, when one estaw changes hands frequently owing to. the accident of death 
and another escapes by being held for eighty or ninety years ?Y a spemally tough owner ~ho 
happened to inherit it when an infant." Another advantage, wh!C~ the author does not mentwn, 
is again the saving in cost of collectiOn. We should be able to do '~1thout .the offi~e staffs at present 
engaged in inquiring into, assessing, and collectmg death and gtft dut1es. W1th reg~rd to the 
general scheme of taxation and its effect upon farmers, the farmer dep~nds upon .the cap1tal he .can 
borrow to develop his property and make his farm pay. I have been mwrested m farms for th1rty 

· years. Take a piece of bush land : we all know the great amount of development that bush land 
requires before it becomes profitable, and th~ farmer, as he gets the power, has to borr~w money to 
do it. We want to keep the market for gettmg that money as open as we can, because tf the farmer 
does not succeed none of us can. Yet under present conditions we arc closing his market. W c 
discourage the big companies from lending moneys by saying that we will charge the company 
higher taxation if it lends money on mortgage. We all know how delicate the financial baromewr 
is. Take the big lending companies like the insurance companies, we are diverting their loans from 
farmers to Harbour Boards and other local bodies, and this money may never come back to the 
farmer again. Because of recent legislation the farmer finds a difficulty in getting the money he 
requires because his mortgagee may have to pay his land-tax. That is not what the mortgagee lends 
the money for. If the farmer is in a bad way, there is a great temptation for the Commissioner to 
go to the mortgagee and ask for the tax and a fine. This is making it increasingly difficult for the 
farmer to get the money he requires for the development of his property. I may mention that the 
recent legislation has enabled the Public Trustee to go to the Court, and he will not allow the money 
to be collecwd from the estate. The Public Trustee can serve a notice on the mortgagee and say to 
him, "You cannot look to the land for the money_ The mortgagee may have been encouraged to 
lend the money by reason of the fact that the farmer is an industrious man, and it is hardly equitable 
to take away the advantage of the personal character of the man. On top of that we have the Rural 
Credits Association. Under the Act they are enabled to say, " You shall not go on to the land for 
t.he money," and the Public Truswe, on the other hand, says, "Y01l shall not come on the estate for 
the money." So the mortgagee finds that the money has gone, and that is not the way to enable 
the farmers to develop their farms. 

What is the reason for that legislation-it is new to me 1-1 cannot understand it, unless it is 
done at the Public Trustee's request. 

When was that done ?-About 1917. I pointed out the effect of it to the Public Trustee's 
representative here. It means that provision is made in mortgages to the effect that the Public Truswe 
shall not be the trustee. 

Mr_ Weston: It prevents the distribution of assets. Sir Francis Bell went through the Bill 
and made some inquiries about it in Wellington. He must take some responsibility for it. 

The Chairman: The Legislature must take the responsibility. 
Mr. Weston: The New Zealand Law Society has a man who goes through Acts like that. 
Witness: That is a good idea, because the Law Societies are composed of practising lawyers, and 

they are coming face to face with everyday difficulties. It is the proper thing to put it before them 
--bet~r than putting it before the legal members of the House whose parliamentary duties make them 
too busy to look into such matwrs. 

Mr. Hunt.] Do you believe in the graduawd syswm of income-tax 1-I feel impelled to believe 
in it for this reason: that by a graduawd tax we can tax everybody according to his ability to pay. 
That is one of the points economists make against Customs taxation, that Customs duties tax the poor 
man with a family of eight to the exwnt of eight times as much as they tsx the man with no children. 
Therefore if we can get on to him by income-tax and graduate him according to his ability to pay we 
get over the anomaly. 

Your reason is that the man with the small family wants less to live on ?-Yes. 
The man with the large income can live and have something to spare ?-Yes, and taxation 

should be paid out of what we have to spare. 
If companies are to pay a graduawd tax, is there any difference in the graduatsd tax on the 

different shareholders 1 A company is owned by its shareholders, and some of them are wealthy 
and some poor ?-That must create a difficulty, but it is hard to see a way out of it_ 

Do you know what proportion companies pay of the amount eollecwd in tsx 1-No, I do not 
know that. 
. It is from 66 to 70 per cent. ; that means that on 70 per cent. of the income-tax collected there 
IB no graduation as between the individuals ?-That is so, but the law recognizes a company as a 
person_ 

Still, all the individuals that own that company are paying the same raw of tax ?-Yes. 
So t~at the graduation scale does not apply there ?-No ; but does not that only touch a 

comparatively small number of people 1 It touches a big proportion of the tax but a small number 
of people. 

There are. a very large number of shareholders in companies ?-Yes; but if we did not tax the 
company I think the harm done would be greater than the little harm we do by imposition by the 
graduawd tax_ 

Because people could not compew with them ?-That is so; because we would drive the people 
to form companies instead of working on their own account. 

Why should .not they c?mpew ?-;You have just reminded us that company taxation is high and 
that the compames pay a b1g proportion of the tax collected. If we are going to cut out the trader 
who was trading and having to sell goods in competition with the company--

That would mean that he would get a lower rate of return than the company got !-It might mean 
that he would get no ·return, because we should lose a large amount of taxation and we would have 
to come harder on to him. ' 
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Supposing an individual trader has a capital which invested would give him £6,000 or £7 000 a 
year: do you suggest that on mortgage he has to pay a much higher tax than the individual with 
£600 or £700 a year !-Yes. 

That means that he gets a lower rate of return on his mmwy than the individual with £600 or 
£700 a year !-Yes, the percentage of return is lower. 

If that can apply to money lent, should not it also apply to money invested in trading oon· 
cerns !_-Of course, we come hack to the same difficulty. We cannot clear the problem of dillioulty. 
There. IS always an argument both ways, but I cannot sec any way out of the difliculty I have mentioned. 
Certamly the man who has put his money into a trading concern will get more than the man who has 
invested his capital in se~urities, because a man would not be induced to put. his money into a trading 
concern unless he was gomg to get an added profit. The induc<•mcnt to trade is that he will got moro 
on his money. 

Yo'.' need to make a company pay a high rate because people would not put their money into 
comparues unless they could sec a net return of more than the lending rate 1-Thnt is so. I presume 
they would go on as they are doing now. 

Supposing I ca.me to you and asked you to put money into a company, you would expect to get 
more than the lending rate as your return !-Yes, most decidedly, more than on first·olass securities. 

You would know that my company would have to pay 5s. !Od. in tho pound tax, and you would 
expect me to show that I could earn that in addition to the rute of profit which would give you more 
than the lending rate on first-class securities. That means that I would have to pll8s on tho tax 1-
Yes, it has got to be passed on, and that distributes it when you puss it on. 

Looking at it from another point of view, take a man who hl\8 £5,000, and who inwsts thut at 
6 per cent. and gets £300 a year. Then take another man who has £50,000, and who also invests it 
at 6 per cent. and gets £3,000 a year. When they come to he taxed the man with £3,000 a year huR 
got to pay a considerable amount on each £1, and the man with the £300 a year pays nothing. Tho 
one has a net return of 5 per cent. and the other a net return of 6 per cent. 1-Yes. 

Supposing the man with £50,000 goes in for trading and the man with £5,000 gets twenty otlwrs 
to join him and goes into a competing trade, then the twtmty small people joined togl'ther have to pay 
5s. lOd. in the pound tax !-They have to pay the same rate as tlw big concern. 

No ; they have got to pay more, because the man with £5,000 would not make tho maximum 
income 1-That is so. 

And you are reversing the process. When the man invests his money singly he would get a bigger 
return than the £50,000 man, but if he is joined by others they have got to pay bigger tax 1-
That is an academic illustration ; it would not work out in practice, I do not think men would join 
in a company unless they could see a profit over and above what they are making. 

You think they will not go into business unless they think they can pass the tax on 1-That 
is so, unless they thought they could make a profit either by passing it on or ~therwise. 

They would have to widen their margin in order to be able to pay the tux and give the ordinary 
return to the shareholders !-Not necessarily; they might decrease their expenses or find a better 
process of manufacture. 

By decreasing t.heir expenses they would be widenin~ their margin 1-Yes, that is so. 
If that company has to widen its margin of profit, the £50,000 man is entlbled to widen his too 1 

-Not necessarily; he may not have the •kill. 
But he may have better skill !-Then he is getting paid back. 
His competitor, the company with twenty men in it, has to widen its marb~n in order to get the 

amount of the tax in addition to the ordinary return for ita shareholders 1-Yes. There iK no such thing 
as an absolutely ideal tax. 

The man with the £50,000 would have to widen his margin of profit 1-Yes. 
Would not it mean that he has to pass it on !-If everything was equal it might mean that, hut 

he is not forced into that position. He does it because he is keen to make the extra interest. Jf he 
succeed.• he can alford to pay the tax, and he will colleet from the public a proportion of the tax. 

You admit that a company has not much chance of being floated unless those floating it can show 
the same profit after passing on the tax and b~ving a good return !-Not necessarily passing it on. 
There is the case of an ordinary invention. A man can get money for developing a good invention. 
That is not a question of passing it on. . . 

But an invention is a monopoly 1-0f course, we huve to tuke mvcntwns of every class. 
Take the ordinary companies. They are mostly deuling in competitive lines. There are very few 

companies not working on competitive lines. They may b!' manufacturing or other Iilli's 1-Tlwy 
would have to compete with the concern which w~ not run by a company. . 

That is so · but the bulk of our large tradmg Is earned on by large companws 1-Yes. 
So that th~ main competition in large companies comes from other companies ?--Large manu

facturing businesses or merchants' businesses, do you mean 1 
Both !-Are the bulk of the merchants' businesses in t-he hands of public compani"s 1 
I am speaking of trading that has to be done in a large way l-It did not occur to me that the 

big merchants' businesses were limited-liability compames. · 
You will find that the bulk of the big business is done by companies. Would you agree that a 

company must give a better return than an ordinary investment 1-Yes, because there is the ri•k .. 
And if the tax is to be met he must "eta big return !-Yes, and he must have the tax Ill additiOn. 
And similarly competitors, although they may be big men individually, as they am competing 

with companies they can widen their margin of profit too 1--Yes. . 
And therefore they pass on their tax to the puhhc, and probably a h1t more as well1-Yes; but 

would that not apply right through ! 
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Mr. We..<ton.] Is not the price of an article generally determined to some extent by the man who 
can make the article cheapest 1-Yes, the trade would naturally leak into his coffers. 

So that it does not follow that a man in order to return a margin of profit must sell more cheaply 1 
-No, and it does not necessarily follow that the cost of the article must be increased. The trader may 
be able to compete with the others in a much better way. 

You mentioned ai! one advantage of a company trading the limitation of liability : t.hat is a rather 
important advantage 1-It is most important. 

It anables a man to take advantage of the brains and knowledge of others, and of the consolida
tion and aggregation of capital, without ri•king his own 1-Yes. 

In addition to that there are other advantages in companies: do you think that an individual 
has the same opportunity of raising debenture capital as a company 1-No ; it enables the small man 
to trade with two or three times the amount of capital he could provide. He might. pay down 2s. 6d. 
in the pound, and borrow very considerably on debentures on the unpaid capital. That is a very. great 
advantage companies have. I say that they have many advantages, and consequently they can trade 
easily. 

Under the company system they could take deposits 1-Yes. 
And with individuals that cannot be done 1-No. 
With the public a company is regarded as being very solid as compared with an indi,;dual 

trader 1-Yes. We saw that a little while ago when companies were advertising to receive money on 
I.O.U.s, and no debentures were given. 

A company with a large nominal capital but small subscribed capital can obtain a good deal of 
money at a comparatively low rate of interest 1-I take it that that is largely why companies are formed. 

Mr. Hunt seems to think that companies are a popular form of investment. If this company·tax 
were changed, do you think more or less companies would be forrued 1 What is your expe1ience 1 
Have you noticed any diminution in the number of companies formed while the heavy taxation on 
companies has been in force 1-I do not think the public is given to thinking of the taxation. The 
public judges largely upon what it is told, and I do not think people take any notioe of what income
tax the company will have to pay. If an attractive prospectus is put before them and they have the 
money they will put their money into it irrespective of what income-tax it may have to pay. 

In fire-insurance business you have t'he competition of the Government Fire Insurance Depart
ment, and you have also the competition of well-established New Zealand companies, and foreign 
companies which are not dependent on New Zealand alone for their income 1-Just so. 

In spite of that, and in spite of the taxation, we have a number of business men forming a new 
company Take another. You know that company that was formed to finance motor-car purchases 1 
That is another large company 1-Yes. 

That is a lending company, is it not 1-Yes, I suppose it is. 
That also has been formed 1-Yes. A man usually forms a c0mpany to develop his business. 

The man who invests in a small way has a few pounds on which he thinks he can make 10 or 15 per 
cent. He would have no chance of making that in any other way, and that is what attracts him to 
companies; and I do not think the fact that the company pays income-tax is ever going to stop him. 
! know the question is a difficult one, and there may be a lot to be said as to the unfairness of taxing 
the small man through the company; but, on the other hand, he gets many advantages, and he 
really probably pays no tax at all, because it is distributed among the public, I take it; or the money 
is saved in better methods or better marketing. But even if that is the case I think probably Mr. 
Hunt's point is good, because if a man saves by better methods and better marketing he will probably 
keep the price up with the other companies and take the benefit himself. But I do not think the public 
pays as much through that as it gains through retaining the tax. 

On the whole you think it is to the advantage of the general public 1-To retain the tax as it is. 
We have got to take the better of two courses. Either is full of difficulties, and I think the better 
thing is to retain the tax as it is. 

And it is to the advantage of the man who has an income of, say, £2,000 a year ; that man will 
be taxed at a less rate under the company system than if the individual is taxed 1-Yes. 

With regard to Auckland, I think Auckland is a city which has prospered to some extent owing 
to the number of small businesses here !-Very likely. 

Has it .stri~ck you as a resident of Aucklan~ that Auckland is better situated in that way than 
any other City m New Zealand 1-I cannot say It has occurred to me. What I have noticed is that 
a retiring population is apt to drift to Auckland for a milder climate. 

Have ~ou noticed that the number of small businesses is probably greater in Auckland than in 
any other City of New Zealand 1-Yes; that was pointed out in the Arbitration Court two days U"O 

when I was appearing there, that the small shopkeeper is more numerous in Auckland. h 

Do you not think that the abolition of the company-tax would result in the gradual elimination 
of t~e small man 1-It would certainly hit him, because if the companies are paying 66 per cent. of 
the mcome-tax revenue now, that would have to be distributed among the individuals. 

Mr. Shirtcliffe.] On this question of the small shareholder in the company paying the same 
rate of tax as the large shareholder, I should like to get your view on this aspect of the matter : 
A small mvestor-say, With £1,000-is induced to put his money into a company, becnuHe he thinks 
that thereby he can make a better return on his money than he can if he handles it himself 1-
Exactly. I presume that is his rearon. 

And he gets all the advantage th.at the .large shareholder gets in the company 1-Yes. 
When the company comes to arnve at Its profit at the end of the year and declare its dividend 

the small. shareh~lder gets the same rate of dividend as the large shareholder 1-yes. ' 
. Can It be said tha~ ~e IS suff~ring an injustice, inasmuch as he put his money into the concern 

With the object of obtammg a diVIdend larger than he could make himself 1-No, I do not think he 
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hhas any complaint at all. What occurs to me now, arising out of your illuminating question is that 
t e man who has II "t I · b" ' b" a sm~ cap1 a Ill a 1g company gets all the advantage of the machinery of tho 

1g company,_ a~d t~at IS some compensation to him. 
~e had. It.m eVIdence from the Commissioner of Tuxes before t.lw Tuxntion Committee of 1922 

;hat If the. IDCidence of taxation were removed from com pnnies to indi vidnals it would involve at 
east doubhng the rate ?n all _incomes between £300 and £2,000. Would you consider that desirable 1 
-That wou!d be a senous disadvantage, I should think, to trade . 

. N.ow, With reference to the passing-on of. the tax, various opinions are held with regnrd to tho 
possibility of pas~I~g on the tax, but except Ill the case of monopoly trades, do you not think that 
c~mpetl~Ive conditi~ns as theJ:' exist to-day to a large extent minimize the pos.•ibility of passing on 
t e ~ax .-I~ speaking of. passm~ on the tax, what was in my mind was this: tho company hns to 
pay It, and It must earn !t• and .'t can only earn it by collecting it from the people to whom it sells 
Its goods. At the same time, If It finds better methods of manufacture and so on it may be able to 
sell the same goods at the same price, notwithstanding the tux. ' 

You wo~ld agree, then, that a tax that is felt conduces to improved methods of management 1 
-Of course It does. 

Either. by increased turnover or by economies in manufacture or management 1-Yes; it spurs 
a good busmess man on to meet It by better methods and better marketing. 

I SUJ.>~ose you wo':'ld agree that a company, with its more or less perfect organization, hns better 
?PPOrt~mt~es ~f ~ffectmg economies and increasing its turnover than the small man bas 1-l tnke 
It that IS _why It IS formed. If it has not, there is no excuse for forming it, except the lt•AA excusable 
one of usmg more borrowed money. 

I. want to put this further aspect of company-taxation to you in order to get your view of it. 
We Will assume that the company is reliever! of taxation and the tax is transferred to the incliviclunl 
shareholder. Could this not quite easily happt•n : 100 men with £&00 each could form a company 
\vith £50,000 capital !-Yes. 

It is not too much to assume that they woul<l make £111,000 profit !-No. 
The company would pay no tax, neither would the shareholders, assuming that the £(j(){J rt•pre

sented their savings !-There would be 100 men, and the return would be below £:)00 a year 
each. 

Yes. Neither the company nor the men would pay the tax, und therefore the country would 
lose by taxation on that basis 1-Yes. I do not think the country can afford it nt present. 

You would not consider it a fair proposition in view of the private trader having to pay tux 1-· 
I do not think that the private trader doing the same class of business could compete. He would be 
swamped. He would have to close down. 

Unless there wore special circumstances !-Yes. I am as."1ming that everything else would be 
equal. 

You were asked a question as to whether the formation of companies was not becoming un
popular. I have the figures here relating to the last five years. During 1n2 there were 311 private 
companies registered, with a total nominal capital of £1,851,000. In the sumo year there were 106 
public companies registered, with a total nominal capital of £11,273,000, of which 16 companies 
accounted for £10,415,000 nominal capital. As those 16 companies averaged £700,000 each in nominal 
capital, it would appear that they were companies that were formed to trade in a fairly large way. 
Do those figures convey anything to you as regards the present incidence of the tax discouraging the 
formation of companies !-I think it confirms my view that the people only look at the attractiveneos 
of the prospectuses and listen to the glowing words of the man who is trying to get them to take 
shares. But could we not test tliat by actual figures since the tax has been increased and see whether 
it has affected the formation of companies ! Ha.• the formation of com panics deorci!Sed ! 

I have given you the figures for 1922, which is far and away the best year of the last five. In HJ21 
there were 262 private companies registered, with a nominal capital of £2,069,000, and 75 public 
companies, with a nominal capital of £1,428,000. In 1920 the figures were larger again. 356 private 
companies were registered, \vith a nominal capital of £.3,573,000, and 145 public companies with a 
nominal capital of £5,990,000. In 1919 it was a little less than that; and in 1918 it Willi still leso 1 
-The figures do not suggest that there hilS been any diminution. 'l'hey suggest an increlllle. I wonder 
if it bas ever occurred to you to compare those figures with the banking returns and see how th_cy 
compare with the money available in the country ! '!'hose fi!,'lires do ~uggc•t that the compames 
have got their share of the money in the country, because the comrmmcs re!,~ster~d seem to have 
risen with the good yea1-s, gone down with the bad years, and nsen agum when trade unproved. 

With regard to the debenture-tax, I am interested in hearing your view that the tax on debentures 
should harmonize with the tax on any other form of borrowing capital. You know that the l1111t 
alteration in the debenture-tax-- !-To 4s. 6d. in the pound. 

To 4s. 6d. in the pound-<>nly applies to new issues !-I do not think I had noticed ~hat. 
The Chairman.] That is so !-I bad not read the Act carefully. I had only looked at It for the 

amount. 
Mr. Shirtclijfe.] The great bulk of the borrowinJ-os on debentu~es tl!at at present m~ist in the 

country arc escaping that increased debenture-tax. Would you consider It a breach of _faith, m the 
event of the tax being increllBed to harmonize with the tax on any othe~ form of borrowmg! to make 
it apply to all issues of debentures, past as well a.< present ~-I do not thmk It would, for tlus ~ci!Son : 
it is not like a contract. It is not a bargain entered mto :"'th. the ~tate that the State ~ever w1ll ~Iter 
the tax. Every man who makes an investment makes 1t Ynth hts eyes open, and .bcmg a busmess 
man he must know that he cannot tie Parliament down to keep that tax at a spccJUI rate. 

It is not in the same category ~ the tax-free war loans ?-In ~hat CH:-'ic ~t wa.~ a burgain-;-a 
contract. It is in qnite a different category. I cannot see any possible obJectiOn from that pomt 

of view. · · b h 
Mr. Begg.] With regard to companies, I take it from what you h~vc said, whiC you ave felt 

confirmed in by Mr. Shirtcliffe's figures, that company shares as an mvestment are as popular as 

18-B. 5. 
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ever !-Apparently, and that was the impression I had without having had evidence until I saw the 
figures. . 

That indicates that dividends generally have not decreased of recent years, otherWise company 
investments would not be so popular, would they 1-No. That would be an academic assumption. 
But I do not think the ordinary small investor, anyhow, troubles much about these considerations. 

If dividends generally had been disastrous, people would not invest in companies 1-No, they 
have not been disastrous. I think we may take it that they are as popular as ever ; but whether 
that would indicate that divideHds have not decreased a little I would not like to express an opinion. 

From your knowledge, taking a number of your local companies, distributing and manufacturing 
companies, have dividends decreased 1-I would not like to express an opinion on that, because I 
have not noticed. I have not been watchlng the dividends of companies, hut so far as I have heard 
I have not heard of any decreasing seriously. I think that Milne and Choyce, for instance-the· 
firm that occurs to me-have kept up a regular rate of interest right t.hrough the depression. 

Out of the £6,000,000 collected in income-tax, more than £4,000,000 is paid hy companies. 
Is it conc~ivable to you that that four millions of money has been made up by improved manage
ment !-They would not make all their income-ta.x up by improved management, would they 1 

If they do not, they must earn that much less. If they have not made that extra money by 
improved methods, then they must have got it from the public, or earned that much less !-But is 
the £4,000,000 extra money 1 Would not you add as extra what the increase has been since the war 1 

Income-tax, as you know, was very small then-negligible !-That brings in the question of 
prices all round, does it not, which, of course, have all increased. 

I am speaking only of profits, not prices !-Prices have fallen again in the last two years. 
But if the companies have succeeded in paying the same dividends, and presumably. had the 

same profits for distribution, and have paid £4,000,000 in taxation in addition, do you think they 
could do all that by improved methods of manufacture 1-No. 

Or was part of it passed on !-Part of it, I should say, was probably passed on. I would not 
say the whole was passed on. 

You quoted Hartley Withers, apparently with approval, and other econonrists, to show that 
taxation through the Customs is unfair 1-I would not say that. I think what Hartley Withers 
means is that it is not ideal. It brings in the question of free trade, does it not 1 May I make my 
point clear 1 The idea of getting everything that we can in proportion to a man's ability to pay 
would not be achleved through the Customs duties. I think that is what Hartley Withers means ; 
and if we had a universal income-tax we could do it. The ideal income-tax could do it ; but Customs 
will not do it, because the wealthy and the poor pay the same rate. 

You stated the case of a single man and a man with eight children. It is very unfair. In so 
far as trading companies, we will say, pass on to the public in order to earn the tax, that is at least 
a.S unfair as any Customs duty could be, is it not 1 That is, it is a tax on the buying public, and as 
they buy in proportion to their needs, those that need most pay most. That would naturally follow, 
would it not !-Are we not assuming that the amount passed on is big 1 I think the amount passed 
on would be very small. 

Whatever the amount, small or great, it wou,ld be practically equivalent to a Customs duty l
It would be open, would it not, to the same objection 1 But I think it would be very small. 

You think that the bulk of that four nrillions of money bas been found by improved methods 
of management in companies 1-By reducing expense in production, through having the advantage 
of working on a large scale, no doubt very considerable economies must have been effected through 
companies. 

I am not comparing companies with private traders at all. I am comparing companies to-day 
with companies ten years ago. They have paid £4,000,000 in taxes, roughly speaking, in a year, 
and we have assumed they are paying the same dividends or their shares would not be so popular 1 
-Yes, we have assumed that that is passed on to. the public-part of it. 

Not all. You say very little. The bulk of it-we will say £3,500,000-has been got by im-
proved management of the companies-- · 

Mr. Weston: You are quoting a period when there were excess war profits involved. At the 
present time I do not trunk more than four millions of money is taken by the income-tax altogether. 

Mr. Begg: Mr. Clark can tell us. 
Mr. Clark: About £3,000,000 for the past year. 
Mr. Begg: Rather over £2,000,000 from companies 1 
Mr. Clark: About £2,000,000. 
Mr. Begg (to witness).] Companies have effected econonries to this extent, and only a very 

little has been passed on to the public !-Yes. 
The taxation has stimulated company-management to that extent 1-No. Are we not over

looking one little thing 1 Supposing the companies did not. manufacture on a big scale, where 
should we get the goods from 1 We should probably have to Import them. We are assunring that 
we should be able to buy them just as cheaply if the companies did not exist. That is not a fair 
ass urn ption. . 

. I am no~ ~ssuming that. Ten years ago the companies had all the advantages they have to-day, 
With the addlt.wnal advantage that they were taxed very lightly l-Is it fair to test them with ten 
years ago 1 Must we not test the position as between companies and no companies 1 

No.. ! show _the comparison. bet.ween companies' operations when taxation was negligible and 
compa?'es operatwns when taxatiOn IS heavy, and I gather that your opinion is that heavy taxation 
has stimulated good man~gement to. this extent: that they pay this £2,000,000 out of improved 
management !-No, that IS a wrong Impression. . 

Well, where did they get it from 1-I have not expressed that view. 
~ow do you suggest they got the money 1 . They obviously did get it. If they did not get it 

from Improved methods of management, where did they get it !-Are we talking of the excess which 
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_they got over ten years ago ! Do yon want me to express an opinion as to how tht•y nmdc t,lll' <'Xlll'HH 
Income as. bctw?cn now and ten years ago ? 

Yc:: Ill ratw-not necessarily excess income, bt~cause capital uuU cvt•rything l'ist• mnke a ditTtlf· 
once. lhcy have got a charge to meet to-day that they had not t<"n yt•nrs agti, a churgt• whit•h in 
tho aggregate _amounts to about £2,000,000 !-They have got it from the •amu pluco that. owry ono 
else has got ~s mcome-~x from that he has had to pay in the lust It'll yml"ll. We lmvo all had 
to get extra Income-tax In the last ten years, and the companies Jmvo got it from thu sumo Houn.ms 
as every one else. 

Where is that 1-I am afrai~ I cannot say. I know that us far ''" luwyors nro oonoerned they 
hav_e had to work longer, and thetr fees have been Increased. During tlw war I worked ev<•ry night 
unttl about 10 o'clock. 

And the compa_ni~s have worked hardc_r and got bigger prices 1-I would not liko to suy thut; 
but I do say that 1t Is not a fatr companson. I tlunk you arc putting tho qtwstiun to find out 
w bother the tax is passed on to the public 1 

Y us 1~I th!nk it is the wr~ng \~ay to find out. I think we ought to eonsidt•r this : •upposiug 
the comparues did not operate wtth btg capttal, on a btg •calc, would our things be ulu.•aper tlmn they 
are 1 I say, No. That is the way to test it. 

So you think we ought to encourage companies and big aggrt·gatious of cupitu.l, becuuHc wu will 
get cheaper goods in that way !-No. I think we ought to let them go on us th••y uro, if t.lwy nrc 
co~tent to g? on as they are. I think they are probably not costing anything to the puLlio, or such 
a little that It need not trouble llil, because if they were not there we •hould not bt• able to nmk" in 
the country the things that they are making. Take tweed. I alwny• buy N••w Zenlund tWI't•d. 
If we had not the companies we should have to import our clothes from l!:ngland, and wo Klmuld 
have to pay more. , 

But is that the comparison? You say it is between compunic·s and no companicH. If com~ 
panics \\'ere relieved of taxation, why should there be no compunic>s 1 Tlw sumc cumpunit~H would 
be in existence with less liability to meet at the end of the year 1-lf they were relieved of t11xutiou, 
of course, there would be a lot more, but then we should have to put the tuxation on the peopk 

But the companies would remain and would still be producing the good• we want. Would tho 
tendency be to produce them still cheaper or otherwise !-I really do not follow the qne•tion. I 
thought we were considering whether the public were being injured by taxing the companie•. 

That is the question 1-I do not think they are, for this reason : we have got to go right to f.hc 
foundation of things. Whether the public are being wronged by the exi•!t·nce of com punic• umler 
the present circumstances, that is what we have got to conHidl'r. I suggest that tlu•y art~ nut, 
because the companies are operating on a big scale in a way tlmt a private~ individual could not. 
Go back for a moment to that one question of manufacturing cloth. J do not think tlwre i• any 
private firm doing that. That has to be done by big companies, and I think that if no Lig com panic• 
did it we should have to have our clothes made of imported tweed•, and our •uitB would cost UK 

more than they are costing us to-day; so that in that case our com panic• arc getting the tux out of 
the foreigner. Is that clear 1 

No, not to my mind 1-It is to mine. 
'rhc comparison you are making is not the comparison I want you to make 1-1 know tJwt. 
The comparison I want to make is between the company us it exists to-day und the company 

as it would exist .if relieved of taxation 1-1'hen, the question is this: are we to let companies off 
now so as to get things cheaper ! 

Yes, that is the question 1-That is quite a different que•tion. I think that i• not a question 
of taxation. It seems to me that is a question of the cost of living. 

It is a question of the incidence of taxation, whether the taxation should be upon the company 
or the individual 1-I think you are qnite right if you say let the companies ofi all taxution, and we 
will probably get things somewhat cheaper, but I think we should make a mi•take if we thought we 
should get back all that we gave them. It would go in extra profitB. 

You think we would get things a bit cheaper !-We might get them a bit cheaper. 'J'he com
pany would get nine-tenths of the profit and we would get one-tenth. 

· Mr. Sltirtcliffe.] With regard to debentures, how would you treat local-body d.,!JOntureH as 
compared with company debentures 1-I would not make any distinction ; but a• to the people 
deriving income, I do not care where it is derived, I think it. all ought to pay income-tax. 

You do not think that the local bodies have any claim to prden•ntwl treatment 1-No ; I 
would make them go and borrow their money without any advantages. The farmer who wuntB to 
borrow money cannot go to London for his £1,000, whereaH the local bodies can go on the London 
market for any money they require. 

Mr. Hunt.] Have you followed the English !axation of companies ~-1 was trained i~ England, 
but I have forgotten what little I knew of taxatiOn there, but I know Ill England they did not tax 
too heavily in my day. 

Recently they have had a corporation pro~tB tax there: have you followed that at all1-No. 
Well, if I gave you a few fil,'llre• you nttght let me know what you think about them 1-I 

prefer our own system. . . . . . 
In England they collected £310,000,000 from md!Vldual mcomea and .£50,~00,000 by the cor

poration profits tax. Last year they reduced the. profitB tax b~ ha~, _and thtH year tho Labour 
Government is cutting it out altogether, •o that evidently they tlunk It IS a bad ,tax_1-Apparently 
they do. But you know the Old Country is run for the wealthy people. I am an Enghshman myHclf, 
but the poor man was not allflwed in my profession in England. . . . 

I will get back to the que•tion asked you by ;\lr. Begg. In reply to htm you satd you ObJe~te.d 
to Customs taxation because the wealthy man and the poor man patd at the same rate 1-Yes, It IS 
quite obvious that in Customs duty that is so. . 

But do not the wealthy and the poor pay exactly the same rate in regard to companies 1-Yes. 
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So that the same ]objection applies to 70 per cent. of the tax collected under our income-tax 
law !-Yes. We cannot have an absolutely perfect system of taxation. 

Mr. Shirtcliffe quoted to you Mr. Clark's evidence t~ the effect tha_t to put the i~come-tax on 
the individual and let off the company would mean doubling the rate of mcome-tax on mcomes from 
£300 to £2,000, and you said that would be bad !-Yes. 

Have you looked at the figures !-No. 
I will give you some, taking the incomes from £300 to £1,000. On an income of £300 there is no 

tax payable. But take a man drawing £300 a year from a company: he is paying now 5s. lOd. !
yes, if it is a big company. 

u_A man drawing £600 income now is paying 5s. 6d. in the pound on his whole income !-Yes. 
4li Now, doubling that would make it lls. 2d. in the pound : do you suggest it would be much 
better for~a man drawingj£300 from a company to have to pay 5s. 10d. in the pound than for him to 
pay lls. 2d. in the pound !-Does not that bring me back to the fact that companies have con-
siderable privileges ! Are not you confusing a company with its component parts ! · 

The tax paid by the company has to come from some individual-either out of the public or 
out of the shareholders !-No; I think we can get it out of the foreigner. 

How can we get it out of the foreigner !-The foreign shareholder and the foreign manufac
turer. Take linen collars and clothes and other goods. I. think we arc getting them cheaper now 
as they are manufactured in New Zealand than we could if they were not manufactured in New 
Zealand. 

But there are a tremendous lot of goods in regard to which we are not competing with the 
foreigner !-That is right, but as soon as we compete with him we will reduce our taxation. If we 
can save two guineas on a snit we can afford to pay 5s. in extra taxation, and we would be 15s. to 
the good. 

But you are only doing it by increasing duties: the duties have got to be high enough to enable 
the local company to make profits !-Apparently they are high enough now. 

To get back to my question, you admitted that a man getting £300 a year from a company has 
to pay 5s. 10d. in the pound t.ax !-1 do not think the company shareholder has any grievance; the 
public are probably suffering. 

Mr. Weston.] But the company has his choice: he need not invest in company shares unless he 
wants to !-That is so. I say that he only goes into it because it is going to give him a profit over 
and above an investment in securities. 

Mr. Hunt.] But you arc exceeding your principle of the wealthy paying the same as the poor! 
-Yes; but there never was a principle that was perfect right through. · 

Mr. Clark.] On the matter of a possible breach of faith in connection with the issue of tax-free 
debentures and wat loans, there would be a definite breach of contract, but would it be a breach of 
cootract to aggregate the income received by a person holding war-loan bonds with his other income 
and fix the rate on his total income. That has been suggested !-That would increase his rate. 
That would affect the graduation. I think that would be indirectly taxing him. I do not think I 
should do that. For the sake of gaining a little money I should not run the risk of breaking a contract. 

HERBERT SPONG HAWKINS examined. 
The Chairman.] You are a farmer at Hamilton, Mr. Hawkins, and you are also a director of the 

Farmers' Co-operative Auctioneering Company, of Hamilton !-Yes. 
You have prepared two statements, one dealing with the effect of present taxation on your 

company, and the other dealing with your position as a farmer 1-Yes, that is so. 
Will you read those statements, please !-Yes. 

HERBERT S. HAWKINS, Farmer, Glencoe, Hamilton. 
Mr. Massey is reported to have said at Invercargill that "His policy was that every man should 

pay taxes in proportion to his ability to pay." That is, as I understand it, out of net income earned. 
May I show how it has operated in my case. I bought my present farm of 800 acres in 1898, and have 
resided on it ever since. The whole of this evidence refers to this property and no other. In the 
~rst place, land-tax is levied and recover~ble qnite_irrespective of a farmer's ability to pay it out of 
mcome. My land-tax for the years mentwned has mcreased as follows: Tax paid-1912, £4 13s. 4d. 
on 795 acres; 1917, £62 6s. 4d. on 714 acres; 1920, £116 4s. on 709 acres. The difference in the 
~creage shows portions ?f the far~ which had bee~ sold at . different times. In the second place, 
mcome-tax has been levied on portwns of my gross mcome Without any reference to my net income 
or ability to pay, as the following table will show:-

I Income from 
I 

Tax paid. 
Year, 

I 

Los" on Net Income. 
Mortgage Directors' l•'urmiug. 

I 
Jnter&~t, ~·ccs. J..and.tax, lllCOIIJC·taX. 

£ £ £ £ £ •• d. £ •• d. 1920 .. .. 400 - 121 279 116 4 0 2 8 9 1921 .. 328 250 -1,041 -463 47 3 2 5 3 2 1922 .. 588 .. - 705 -117 37 i1 5 1923 597 200 - 261 536 34 1 10 
.. .. 22 4 2 

--
Iu 1920 I sold 350. acres out of the 709 left. The mortgage interest is interest on the unpaid portion 
of the•pur~hase pnce of the land sold. Had I ret~ined this, the dairying half of the farm, whatever 
profit I nnght have made would have been set agamst the loss made on the rest, which was used for 
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grazing o~ly.. In th~ result my net income for the four years amounts to £235, and durin~ tlmt thn~ 
I ha:ve pa~d m taxatiOn £265. There are, I. believe, numr h~dreds of fnrmors in n similar p011ition, 
and 1t would be a very great rehef to them 1f Mr. Massey s policy wore carried out. 

HERBERT S. HAWKINS, Director, Farmers' Co-operutive Auctioneering Company, Hamilton. 
I submit the following to show the burden laid upon companies by tho Gowrmuont hLXIItion 11nd 

their inability to carry it:- . 
A com~any has to pay i!"' way o.n t?o difference .between cost of production and soiling-price. 

Inoo~e:tax IS a levy on a .port1.on of this difference. It IS necessary for tho compauy to provide for its 
own livmg after the tax IS pa1d. The.Farmcrs' Auctioneering Company requires tho following:-

To distribute preference share capital. 
To distribute ordinary share capital. 
To put aside reserves. 
Preference share capital, £253,212 at 6 per cent. 
Ordinary share capital, £226,741 at 8 per cent ... 

To put aside as reserve, say .. 

Or a total of 

Taking into consideration the deduction::~ in tho iucomc-Wx ~~tiCHMilwnt as 
provided by the Act, it would be necessary to mako a net profit of 

From which is deducted tax at 5s. lOd. on £50,350 

Leaving balance as above 

£ 
15,1!13 
18,13U 

£33,332 
8,335 

£41,667 

06,3uo 
14,683 

£41,667 

That is, we have to increase the net profit required for the company's purposes by 35 per cont. to 
provide for the Government taxation. We have three earning departments-stock, wool, and 
merchandise-the first two of which are worked on a commission basis. In these we cannot add to 
our earnings without increasing the rate of commission. A 4-pcr-ccnt. eonunis•ion did enable us to 
make a profit in the stock department sufficient to give a rebate of 25 per cent. to our sharuholders 
--i.e., 1 per cent. of our commission-and out of the 3 per cent. left to contribute its fuir quohL towards 
dividends and reserves. To-day the greater part of this 4-per-cent. commission is r"quir"d to puy 
expenses showing practically no margin for any of the above purposes. It follows thut if tlLis extra 
35 per cent. profit can be made anywhere it must be made in the merchandise department. 'l'his, 
however, is practically impossible because of the very keen competition in tllis d<partrnent from 
smaller concerns paying a lower rate of taxation. We cannot carry on indefinitely without sub
stantial relief because we cannot give our shareholders a reasonable return on their cupital after 
paying the tax. The following table gives the net profit earned, the amounts distributed and put to 
reserve, and the taxation paid for the years 1908-23. It shows that under a nominal rate of taxation 
the company was able to pay its way and build up the very modest reserve of £46,200 out of profits 
in twelve years. It goes on to show how the higher tax gradually decreased the amounts put to 
reserve, until they eventually ceased altogether in spite of the abnormally good trading-conditions 
existing and culminating in 1919-20. It further shows the effects of the depression in 1U21, which 
turned a net profit of nearly £60,000 to a substantial loBH, involving withdrawals from our reserves 
in that and the following year for the payment of our preference shareholders. It is obvious that a very 
few more years with correspondbg results would wipe the company out of existence. 

TABLE SHOWING THE NET PROFIT EABNED, THE AMOUNT DISTRIBUTED AND PUT TO RESERVE, AND THE 
TAXATION PAID FOR THE YEARS 1908-23. 

Amount Distributed. 
Rate of 

- I~,., ... t-~-;;-ri-•• ~.;;t ;;;, - Amount put lnr.umc·tux. Year. Inr:omc-tax Net ProUt. to ILC6CJ'VC. 
In Pound. Preferential Ordinary 

Shnrc Capitol. Share Capital. 
- -

•. d. £ £ £ £ £ 
1908 .. .. 7,971 .. 2,419 2,000 .. 
1909 .. .. 7,835 .. 2,812 2,760 3:!5 
1910 .• .. 9,275 .. 3,000 2,250 442 
1911 .. II, 715 .. 4,538 3,500 70!! .. 
1912 .. 17,546 .. 7,336 5,500 895 .. 
1913 21,858 .. 9,832 6,000 I ,326 .. .. 

10,053 6,000 1,585 1914 .. .. 22,04:1 .. 
2,572 1915 .. 2 8 21,702 290 11,452 5,000 

1916 .. 6 a• 27,477 920 11 ,(Ui5 0,000 0,073* 
1917 .. 7 6 26,032 2,221 II ,992 4,329 9,500 
1918 .. 7 6 30,871 4,309 12,981 1,652 11,775 
1919 .• 7 6 33,353 6,905 13,589 1,319 II, 762 

1920 7 6 41,953 8,058 14,347 .. 17,681! .. 
1921 .. 8 10 59,852 13,480 1U,812 .. 25,000 

1922 .. 7 4 Lossl,383 15,192 No div. .. .. 
1923 .. 5 10 207 15,192 No div. .. . . 

• Including cxcCM proOI.A tax, Actual a!W ,ameot, £:U,OOO, 

NoTJ::.-Dividend on preference shares for yeal'B 1022 and 1023 paid out of reHCrVl', 

Lund· fax. 'J'ot.ul 
Tnutlon, 

£ £ 
.. . . 
.. a:m 
.. 442 
.. 7IJIJ 
.. Hll/j 

22 1.347 
20 1,605 
26 2,f.iUM 
·10 9,113 

172 0,7U2 
2li3 12,028 
487 12,231! 
847 18,6:10 

I, 70!J 27,301.1 
1,549 1,549 
1,443 I ,443 
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Witness: With regard to the table of years in this statement, we balance on 31st January in 
mch year and thr• vr•ars rl'ferrl'd to m the table are the years ending on the 31st January in each 
case. So 'that the figures practically apply to the previollll year's trading; for instance, the figures 
for the year ending 31st January, 1920, practically covers the operations for the year 1919. 

Mr. Sltirtcliffe.] Yon do not show the rate of dividend you were paying before the period of 
high taxation 1-I can give them to you. 

You show the interest on the ordinary share capital and the actual amount, but not the rates 1 
-The rate for 1908, 1909, and 1910 was 6 per cent., and the rate for the other years from 1911 onwards 
was 8 per cent. 

Until you ceased paying dividends ?-Yes. 
Then, even during the period of high taxation, covering the years 1917-21, you were able to 

pay the 8 per cent. ?-Yes. 
So that up to that point, even with the tax at 8s. 10d., your ability to pay yoiir liability to 

preference shareholders and an 8-per-cent. dividend on ordinary capital was not affected, but you 
were unable to add anything to reserves ?-That is so. 

In 1922 and1923 you show losses ?-Yes; a loss in 1922 and a profit in 1923 of £207. 
Then, in common with most trading concerns during and after the slump, your company made 

large trading losses on stocks and advances, but if it had not been for those losses you might have been 
able to pay your dividend 1--We made losses all round. 

But they were trading losses in common with most other concerns throughout the Dominion. 
We know that trading concerns have lost enormous sums in trarling, and they have been unable on 
that account to pay dividends or add to their reserves, and have found it diffienlt to pay their tax. 
So that the position of your company as regards its inability to pay dividends may be altogether 
attributable to the huge trading losses that have been made ?-We lost no capital. 

But you have lost more than your trading profits ?-That is so. 
Aud as in 1921, when you had to pay 8s. lOd. income-tax, you were able to pay yonr 8 per cent. 

dividend, it follows that with the income-tax reduced to 5s. !Od. your inability to pay a dividend 
must be attributable to the huge trading losses that you have made ?-Yes, chiefly. You can see 
the effect of the taxation long before the depression of finance. 

Well, that would be a natural corollary of increased taxation: no business could pay as well, 
as taxation went up ?-That is so. . 

Your company being a co-operative company, is its policy to cut its margin of profit to its 
customers, or do you sell at the ordinary trading merchant's profit ?-We cut them as far as we 
possibly can; that is to say, we do not take any excess profit out of anything. 

Then to the extent that you cut your prices you are rather at a disadvantage as compared with 
the ordinary trading companies ?-Possibly. 

It is your custom to cut your selling-price to your ctL•tomers : that may also partly account for 
your inability to make any trading profits ?-That may be so. 

You think that probably that is so ?-No doubt it has its effect. 
Witness: May I put in some evidence on behalf of 111r. Bushell l I am instructed to say that 

he is in the doctor's hands and is unable to be present. 
Tlte Chairman.] Yes. I understand that 111r. Bushell is secretary to your company !-Yes. 
And he has prepared a statement of his views, which you present on his behalf 1-Yes. He has 

gone into it very comprehensively. 
You are not prepared to be cross-exa1nined on his statement l-1 am afraid not. 

Handed in by 111r. H. S. Hawkins on behalf of l\1r. Bllllhell, who was unable to attend through 
illness. . 

ALBERT CHARLES BusHELL, Secretary, The Farmers' Co-operative Auctioneering Company 
(Limited). 

To the Chairm<Ln and Gentlemen of the Taxation Investigation Committee. 
GENTJ.EMEN,-

1 t~ank you for the opportunity afforded of laying my view~ before you relative to the important question 
of land and lncom~ tax, more particnlnrly its direct bearing upon the companies operating in New Zealand, espcciallv 
co-operative aRsociations, with which I am associated. -

.l_ submit that the principle of taxation as adopWd in this Dominion differs materially from the incidence of 
tu.xntton of every other British country in so far as it applies to companies, and the principle that the subjects of 
every ~tate ought to contribute towards the support of the Government as nearly as pm~sible in proportion to their 
reKp~ctlve abilities is violated in this Dominion, as companies are taxed as a distinct entity, and tho highest graduated 
ta.x tl:l charg6d on all incomes of £10,000 a year or over, the result being that any company in a la'rge wav of business 
wtll almm~t certainly be called upon to pay tax upon its earnings at the maximum rate, notwithstanding the fact 
t~at the ~ompany may have some thousands of Mhareholders whORe average shareholding is under £100, and not
wtthstn:ndmg the. fact that although £10,000 a year or over may be earnerl it is not suffic-ient to pay a dividend upon 
th~ patd-up. capttal, whereas smaller companies and private tmders may be earning large dividends upon their 
pal(l-up ~arn~al. and yet only h.e taxed at hnH t.he rate of their larger competitors. 

r thtnk tt ts gcnernlly admttted that this Dominion'!! revenue is mainly derivable from agricultural and pastoral 
source':~.. It follows, therefore, that anything: that prejudicially affects ~hose interest-s must necessarily affect the 
pros~ertty of the_ whole country. The man.v thousands of shareholders of the several co-opcrativ~ o.ssociations which 
nrc .h,nked up wtth the Fnrmers' Co-operative Wholesale li'edera.t.ion (New Zealand), Limited, which I reprCIJent,_ in 
a.ddttto~t to the F~rmerij: Co-operative Auctioneering Company (Limited'), whose operations I deal with specially, 
are sert?usly pcm~h~ed fltmpl~· becau11e they happen ttJ belong to one of the severn! large groups of individuals or 
compames whose JOtnt operattons aggregate a profit of £10,000 or more, and the fact is overlool•ed thut the members 
or sh~reholdors of these. co-operative conce~ns not only provide the ~a pi tal for their several businesMCs, but they also 
practtcally p~odu~e the tncome through thetr own bmnness operation!! and upon which they are taxed up to the hilt. 
fo more foretbly tllustra.te the heavy and unjust burden placed upon companies in general and co-operative associo.-
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tiona in particular, the majority of whose shareholders' incomes nre so amnii that even with the dividend,. on tlu~ir 
shares added they would be free from income-tnx on account of heinJ:l: bt•low tllft exemption rate: Durin~ tlw Wl\f 

companies throughout the Dominion Ahouldcr<'cl this unjust and iniquitous burdt•n withuut t•nvil. Fnr till' lttMt. frw 
years, however, strenuous _efforts have been made to get compnn,v-tnxntimt put upnn n mort• NJ.nitnhlo nml j 111~t lm~i~~o, 
So far, I regret to say, w•thout success . 

. At the :Hst !\larch, 1922, companies contributed li!I·S per t·ront. of the total im·ome-tnx ohtJtitll'tl in New 1.t•ztlnntl, 
whilst other taxpayers contributed onl~, !lU·2 p(lr cent., or, in other words, compnnit'M pnid Ntw~n-tt,nt.h~ lUI n~otninMt 
three-tenths. Although I hnve not ,[!Ot the HJ:!:J figure~ the ~nmt> rnt.io no dvnht. nlltninM, nnd thito in fnt•r uf tlw 
evidence ~riven by the Commi~siont>r of Taxes Leforc thC' Tuxnt.inn ('ummit.tet> in 1!1:.!2 (••i,f,. rm.!!~ tl, Mt•l'tiun C of thnt. 
Committee's report). (c.) The Commissioner for Inland Hevt>IHlt', in his l'\'idrn .. ~ bcfuw t.lw ('orumitt.t•c•, Mtnh•d flmt, 
of the total capital invested in company shares of all kinds in Now Y.rnlnnd, uno-hnlf wnH nw•wd h,· l"'nflh' whnMtl 
incomes were so small that, even with the dividends on their ~hnrcli nddt~d. tho" would ht' ftl'<' frum' int•nnw-tnx nu 
account of being hP-low the exemption rnte. Of the n•mninin~ hnlf, n considenihlt• portion wnM own(lcl by Jlt'uplc• u( 
comparatively small means, and it would tnlte three-sevcnthN of this r£~mnining hnlf to hrinJ,t: th£1 irwnnw!l uf t.lwMtl 

who recl:'ive the dividends up to t.he maximum exemption, Only four-t-~t•vt•nthH uf t.hi11 ronuLindt•r wn\1lcl llc• tnxnhlt•,· 
and the great bulk of this at a r.omparatively low graduat-ed rate." In Kllppnrt nf my t•nnl«mlinu I prnpuM~ ).:ivinJ.' Hnnw 
facts and figures dealing with the F'edt>rntion of C'o.opt'rntive :\H!4ot•intioml I h1wc• n•frrrt•d to, Hhowin~-t llw ~~'<Ill inn lt•,·h•tl 
upon same, anrl which, when viewed from thC' !!tandpoint of tlw larg{l number of Hnudl Mhnn•holdt•n c•nlwt•nwcl, f.lw 
figures show how unjust nnc1 inconsistent tho present Kystem of tnxntinn is in its UJII'tnlinn with t•nmplmlt•t-~ Nm· 
stituted as these concerns are-naml.'lv, an agJ!regntion of n JarJ!e numh('r of Mmnll intcn•t~tH, 'J'lwr~o fnl'l" nr(l fullv 
borne out. by a study of the aC'compn~yin~ Scheclule mnrked ''A." · 
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Number of shareholders 11 ,nos 4,567 fi,491 2,047 9-t:l 
£ £ £ £ £ 

•rutn.l paid-up capital 
Total uncalled capital 
Average capital per 

shareholder
Paid up 
Uncalled 

Net profit!!-Year 1913 
1914 
1915 
Ill Ill 
l!J17 
1918 
1919 
1!120 
1921 

La.nd-ta.x-Ycar 1913 
1914 
1915 
l!ll6 
1917 
1918 
1919 
1920 
1921 

Incorno-tax-Ycnr 1913 
1914 
1915 
J!HO 
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llll9 
1920 
1921 
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36 
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+I 
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The fi~ures in Scht>dule A ho.ve been compiled for the yoarM 1013 to In21 im•lu11ivc. 'f~u' ycnrn lfl22-2~ nro not 
inclnd{'rl, because few, if any, of thEl companic'4 referred to m1~dr- profits. l'ufnrtunntdy, 10 a numhcr nf IIJMfanr-I"H 

hu{'O'P- Iossc>s W{'tc incurred. · h · · 1 1 · 1 'I '! 2 
" From this Hchcdulo it will bo seen that ten 1\.!U~ot·iationft ar{' r(>prmqmt(~d. wJt a JOlllt m1•m r<·tH np o • s,., I J~N·,.:'!IH, 

h t t I P
aid-up capitnl amounts to £2 0:11 540 whieh av{'rl\.{!1-M £(iS fJN K)ulrcholder. An uncnllr!d lmhdJLy 

w ose o a , • • '. 'I .,:-' '73 . £'1' I '1'1 '"I I t 
tt h to the ahove nrmrem1tion of rn~n~ons am<l•mtm~ to £ ,.Jo'N,'f • , nvc·r:\21JIJ( · ,, p<•r mt•m Jcr. 1e ......., n ~c 

a ·1\C' es - ,..... " ,.. - t · 1 I' 2•l t I t £221': 2'1t '1'1 1 
profit.s earnecllw this )!roup of M!Hu·.iatinng covr-.rinl! the JrH•ome- h~xhp?rlflll ·: ... l•lmuur~d . o S I ''j ·,. 'u w f'X<'<"AA ve 
amount of tax \vhich had to be borne amounted to £HD, 103, w 1c IH c f'Rf y I uHtm • '" • c 1e1 u c . 
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SCHEDULE B. 

To~l net profits for year ending 31st January, 1921 (without deducted losses) 
Total income-tax 
Total land-ta.x 

Available for distribution amongst 38,592 shareholders at' that date .. 
Of the above total profits, for every 20s. retained by the company the State took, 

15s. 8·4d. 
The percentage of income-tax being .. 
The percentage of land-tax being .. 

Total percentage of profit-s taken by the State 

The paid-up capita.l of the companiefl being 
The total re,;erves being approximately .. 

[A. C. BUSHELL. 

£91,45R 
7,645 

£ 
225,204 

99,103 

£126,191 
by way of income and land tax, 

40·59 per cent. 
.: • 3·39 per cent. 

43·98 per cent. 

£ 
2,697,540 

399,082 

£3,096,622 

On the above capital and reserves invested in the business, after providing for income and land tax, the total 
profits a.vnilable equalled only 4·07 per cent. 

With your permission I now propose dealing with the question as it affects the Farmers' Co-operative Auctioneerin" 
Company (Limited), with headquarters at Hamilton, and have taken the figures of its most successful year, 1921: 
At the 31st .January, 1922, a. loss of £1,383 was made, whilst a small profit of £207 was disclosed for t·he year ending 
31st January, 1923. The 1924 figures are dealt with separately. 

THE FARMER~' Co-oPERATIVE AuCTIONEERING CoMPANY (LIMITED) •. HA?Illl.TON, 

Details a8 digclo.;fe.d by Balance-Hheet of 3l.<tt Jamtary, 1!121. 
The po.id·~P capital of this association at date stood at £4-75,098, contributed to by 5,115 shareholders, which 

averages £H2 per shareholder. An uncalled liability also attaches to the above aggregation of persons, amounting to 
£170,388, averaging £33 per member, and of whom no less than 4,828 ordinary shareholders hold an average of 
fourteen shares each. 

This company's ramifications extend over a territory which approximates 1-t.,OOO square miles-it.s branches 
extend from Auckland to Tauma.runui, and from the west coast to the east coast, taking in the Bay of Plenty. 

The company operates in no less than forty saleyards, and has twelve branch establishments in addition to its 
headquarters at Hamilton. 

The total net profits for the year derived from the entire business amounted to £.'>9,852, upon which it had to pay 
in income-tax £25,600, or 42·77 per cent. Land-tax for the same period amounted to £1,709, or equalling 2·85 per 
cent., as against £847 for the previous year, showing an increase in this charge of over 100 per cent., whilst the capital 
value of the propert.ies for the like period only show an increase of £20,406, the unimproved value beina respectively 
1920, £52,153; 1921, £73, 721-disclosing an increase of 41•35 per cent. 

0 

-

Thie additional taxation is accounted for not only by the increased incidence of land. tax, but by Government 
revaluation of properties, such increased Yalues being brought about by the company's own enterprise. 

In the year 1914 the total earnings of thi.o:s association amounted to £22,044, upon which it paid in income-tax 
£1,585, and £20 in land-tax, making a t-otal of £1,605, or a percentage of 7·28 per cent. on the profits earned, as against 
45·62 per cent. for the year ending 1921. 

TnE FARMER"~' Co-OPERATIVE AuoTIONEERINO Co:r.IPANY (Lia.tiTED). 

Net profits for year ending 31st January, 1921 
Income-tax ori. same 
Land-tax 

Available for distribution amongst 5,115 shareholders at that time •. 

£25,600 
1,709 

£ 
59,852 

27,309 

£32,543 

Of the above total profits for every 20s. retained by the company the State took, by way of income and land tax, 
16s. 9·4d. 

The percentage of income.ta.x being 42•77 
The percentage of land. tax being 2·85 

Total percentage of prolila taken by the State 

The paid-up capital of the company being 
The total reserves being 

45•62 

475,098 
6~,983 

£538,081 

On the above capital and reserves invested in t4e business, after providing for income and land tax, the total 
profit:.8 available equalled only 6·04 per cent. 

ME!Iot0RANDUM.-The company took advantage of the special discounts given by the State for prompt payment
namely, lO per cent. off land.tax, and li per cent. income tax. otherwise the showings would be much more 
unfavourable to the company. 

THE FARMERS' Co-oPERATIVE AucTIONEERING CoMPANY (LIMITED), 

1924 RllltUU.. 

At the 31st January, 1924, the paid up capital of the company stood at £4.78,798. The Profit and Loss Account 
di.Rcloses a profit of £20,162. Upon this sum (approximately) tax at the rate of 5s. lOfd. in the pound will have to 
be paid, leaving barely sufficient to pay the 6 per cent. interest upon the preference share capital. The ordinary 
shareholders, whose paid-up capital aggregates £225,586, receiving no dividend for the third successive year, which 
proves my contention that large companies are taxed up to the hilt at the maximum rate, anci yet the profits are not 
su_fficient to give the ordinary shareholders any return upon their investment·. In face of this can it be argued. either 
fa.uly or logically, that to treat companies as single entities is fair or equitable, leave alone consistent. 
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quar~::~~bVi~~m~n~~~h:S~:~~!: ::,~!r!~~\~it~l~l'n~~~~;r:;-i~:n~;bo~~~~~~~:11~~~~~~:~itili~ :1:~~!~~~~P1 u~ n ~~n.t1m! h~nd-
~~r:~h:S:~~ pt;rfost of giving equal scn·ice..<; to f.ho shnr("holdrrM rt~idir1J.: in Uu." dhdrid~. nncl m1v11 ~.1~11 ~11~ 111:.:~~~~::t~tl~~~ 
would in tho ~~a.jo;~t;r:~ ~: .. :anc·:t('.!!hBr~u;;:.!i•ly ownrd and _run u . .<t so n~n!t)' ditTt•rt•nt. conn•rm4 Ow uwnt'l"tc tit<'rt•t~l 
beyond it whereas becau , I on y c tn. upon to cont.nlmto the mnumum IUnuunt nf tnxntiun, or \'NY lit.tlo 
sharehold;rs' st k d sene mve co-ordmat.t-·d and adopted up-to-dat(' nwthods fur tho pnrpol-lc of mnrkt•lin~ot unr 

t · 0rt an produce, as wclJ 88 supplying th('m wit.h tlwir 1-(l'n('rnl llN'f:)H for dumt•Hfir nnd n~-:rit·ulturul 
pu.rp~s~'i, ~e pro Its ?f these branch~ are b~ught into hotchpot-<'h in Bf'<'on:lruwo with the world-wide ndmuwiN.Iflt'd 
rrmctp es 0 I~rogres:o~ton. and eeononuc workmg, nnd bt•('IUISO of this we nro forf'ed to pnv Uw mnxirnum tnsntinn 
wi~t'b"~ a d~~"'tJt: chn.ng:e IS made. by _the (~overnmc-nt wlwn:·IJy lnrgo eumpnnit\'~ Hf'c•uro suhl'!t;•ulinl rl'li.t•f 1111111'' ,;, tlun~ 
tl C 0 una l 0 

\
0 

1
carry 011, and 1t Will ht• n cn.·n~ of either winding up or rC't'un:-~tnH'tiun,. hut in thiN Jnllt•"' C'~ 1mu•c•t iun 

·•
1
c. :o~:~~mcn 

1
tns put a bt~rrier to stwh a :-~tep hy lc~i~lntion, ns per 1wetiun !IH, l.nnd nnd IJu•o;uo 'l'n~ At'l l!t'l'l 

W nou 1-.:u.u~ ns ollows :- · '• -• ' 
"(l.) If the Commissioner is ~ntisfied with respNlt. to two or more c·omp1mit'~<~ t•on:o~iHtinJ,l suhHtnntinllv of t.ho 

~amo1~~~a;eho~tlcrs or under the contr~l nf t-hl.' snme pen~ons that thl.' sepnrnlc t·onHtitution of thoHc t•umJmui;•H iH nut. 
tf'w.c u e c~r.~ 1o purpose ,or more efTed-Jvt•ly ~arrying out, their oLjt•cts, hut iM fc r tho purpust1 cJ rt>tludnlo( llwir toxuliun 
. te .... ommtsstoner may, or tlte p11rpost's of tncome-tax, trt'nt tho~o l'ompnniPs n..<t if thc•v \\c•ro n Hitl,U:It• c·unlJutnv nml 
't"·ban);' such ?n."'e th?se com paniC'S ahnll be join!·l.r. ll88C.'I.Ned and jointly and t~t'vemlly Jiui.Jio, with !tUdt righl ,;r' t•un· 
n utton or mdemmty behVt'en themselves as 1s JUat. 

"(2_.) J<"'or the purposes of this section. two t•ompanic<~ Hhall bo deemed to conHiKt 11ubl'!tontinlly of tlw Hnnw Khnn•
ho1ders tf not l~s thn.n one-half of the pntd-up eo.pttn1 of l'tll'h of them is )lt'ld by or 011 IH'Imlf 1,( Hhnrc•hulcic-rK in thn 
obthor. Shares m on~ company held .by or on behalf of another company shnll for thi11 JmrpoHL' ho dt•t•nwd lu bo ht•ld 

y the shareholders m the la.<~t-menttoned company." 
For_ the pu.rpose of illustrating tlw disllhilitiPs whieh lnr~e companks arc suiTllring urult•r tht' pri'Ht•nt inriclt•nro 

.of taxnt~on I g1v_e the following exnmple..'4, whieh l suLmit are in nowise ,,xnggorntt'(l-on tho routrary, tho fi~Urt!tl, 
1f anyt.hmg, are m favour of tho smaller concerns :-

Take a sm~ll company or individual trader with a paid-up capital of 

Earning, say, lGf per cent. before dcduct.ion of tax, which yields a profit of 
~he income-tax upon thiR-graduated rn.tc--amouut.s 00 • • , • 
•r 

Lenving 

avai1able for distribution, representing Ili·U per cent. upon the paid-up capital. 

£12,!KIO 

£ H, d, 
2 • ()()() () 0 

IHII 1:1 •! 

£1,81:! u 8 

Now, take a larger company with a pnid-up capital of, sny, £120,000, opt•rntin~ UfJon Jlrcc·ir~t•ly the Knmo Jini'H nr~ 
the smaller concern, and making the same percentage of net profiiH before dL'<Iuction of inl'ome-tnx :-

This would show an earning of 
"Assuming this to be the assesRed income. 

1'a.x at 5s. lU~l. in the pound amouniH to 

Leaving 

£ "· d. 
20,000 0 0 

In practice it would he conHideruhly more." 
5,8!10 13 ·I 

•• £14,!33 6 8 

available for distribution among the shareholders, t.•qualling ll·77 per cent. on the paid-up cupitul, whkh iH a diHtinct 
disadvantage of 3·34 per cent. as compared with tht" ~:~mnller IJusincBB. On tho prcviou!l hMiH of taXIltion it ct1uullt•d 
fully 6 per cent. 

I dE:Sire also to direct your attention to the HoriouR handicap which praetieally the "hole of our rn·oJwntivc 
shareholdem suffer as compared wit-h wealthy investors in Rmall companies, and, for exrunpll•, in thiH t~onr 1 et·ticm, 
would like to quote from a pamphlet which tho Federak>tl Co-opcrntivc AHsoeiations, aa wt•ll Ull a numlwr of tho 
stock and station firms, issued about two years ago UJlon the quc.Ht.ion of exeeKHivc taxnticm. 

"Wealthy investors by spreading t-heir capital nmongHt theHc tmw.IJ <·ompanit'll J(et ufJ with a «'ompnrntivdy 
light tax. For example, take a. man with nn int•ome of £1U,OOO before inct'me-tax iH dcduf'l<d. Jf he has to .11how 
.all this in his tux return he will pay SR. U~i. in tho pound, or £4,·100. H he can Mprend 80 per cent. of hiM l'IIJiitnl 
amongst a numiJer of small companies that show an a\'em~o of £2,000 a yt•ar eac·h, tlll'fle comJllllliCH would only pay 
income-tax at an average rate of £280 each, anti as our wealthy friend get.H hiM divic..lenc..IH clt•ar of income-tax Jw )n&K 
not to include them in his own income-tax returnH. The income he hM i11 reducl.'d to that d{•rived frc,m ont•-fiHh ('( 
his capital, or, say, £2,000 a year, on which tho graduated ro.to comes to £2HO. The result ia thiM wealthy num, inHtcud 
of paying Ss. 9~d. in the pound, or £4,000, in income-t-ax, ct~capcs with a payment of £1,400; that iH tho com!JiJ1L·d 
tax ou his small company holdings and his own direct. payment. Through sprcadiug biH c•upitol amongHt t~malJ 
com panics he makes a clear saving of £3,000 a ,Year." 

What I have illustrated could not happen in any other part of t.hc Briti11h J~mpiro oxr~t~pt in New ZL•tdnud. 
In every other part of tho Empire the individunl shareholder. and not tho company, payH grnduatl'<l tux accordinJ( 
to his means. 11here is u.o avenue of c<~cnpe for the wealthy, and no grinding taxation on .11malJ Hlmrehold<"r8 HUch UH 

those whom I represent. 
These remarks are equally applicable under the prC8ent incidence,- only in somewhat of a ICMHer d«!,l{rt'c, 
A leading authority on taxation (according to PrC88 reports) luut HtatL"(l to thiH C'ommiHHinn that in hiH opinion 

it is consistent, for bxation purposes, to treat a company 8.H a single entity. To diHprove thiH tht."Ory I HUim.jt the 
following- illustrations : A. or a partnership (where eaeh partner's income iH IUIHCH.Wed Heparately), and u. of a com· 
pa.ny, with exactly the same capital and obtaining the snrnc rCHultH :-

A. Partnership. Fh•e partners, equal shares. f'npitnl, £H.HJ,OOU. Net profit, £10,000. Each pilrtuer would 
be taxed upon £2,000. subject to certain exemptions which companie11 do not enjoy:-

Tax upon each £2,000 = £186 l:is. 4d. multiplied by 5 = £9:J:! 6s. Hd. 
B. Company. 100 shorehnlderH. Capital, £100,000. Net profit, £10,000. TllX at liH. Hljd. In tho pound, 

£2,933 6s. Sd. 
These figure:i diselo~o the fact that because 100 men of rnoc.lera.tc rneanH mohilizc their £JOO,fH".H'"J capital they nrc 

penalized to the tune of £2,000, as against the five men ":orking under a partncr~hip u~r~ment w~o~o c~apital in ~-he 
a.ggrng:ate etptals the 100 shareholders in the company. Each of the pnrtnerK would rcc~eJVe on thctr lnVl't<th'<l c:apJtuJ 
of -£20,000, 9·06 per cent. \\'hC'reas each of the 100 share~olders in t~e company would rl'<.'f!iVe o~Jy 7·(!0 per ccnt.
pl"nalized to the extent of 2 per cent. on their capitaL fhl" State m the CUJ!e of the partnerMhlp talm,lg Ly way of 
income-tax 9·:l:J per cent. of the net profits. In the cMe of ~he C'O~pany_ 211·:J3 p_er cl'nt. of lht' net Jm,IJt-compnny 
penalized to no lc.i!J an extent than 20 per cent. of their pruf1tH. 'llwse f1gurcs HJlCilk for themHelvt'H, and Hhow l10w 
unjust nnd inequ~tablo the tax is as applied to companiCfl. 

}..ASD·TAX. 

The graduated land-tax, which wM first imposed in thiH country fc·r the pu_rpnHe of burHtinf't up large., I \Dded 
e~tatcs. is no longer requirerJ. and is not in the bCHt inter('t!t<J of the (~nuntry, WI 1t h•ruiH to fC'Htrwt prochH'twn nutl 
enterprise, and I submit that a flnt rate should be subHtitut«J. 

19-B. 5. 
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I.and-tax is 8 first charge against the land, and the present grad~tated tax is a c_rushing burden to the majority 
of farmers, and j~ a huge rental in itself, and inasmuch aa approximately se~en-~nxteenth~ of the total lan~-tax 
colleeted. in this Dominion comes from towns it is e.qually a heavy burden to busmesses,_ especia~ly Fmch ~ompames .as 
1 represent. and hy reference to Schedule B already referred to the huge growth of tlus tax smce 1916_ can readily 

bes«m. . F I tl F '(' It is most unfair to levy a graduated land-tax on valuable business-srtes. or examp c, lC larmcrs a-
operative Auctioneering Company (Limited) has 

7

head'1uarters at Han~ilton, twelve branches and ~0rty $&}eyards 
spread over the territory in which it operates. ~ecessary acccmmoc.a~IOn paddocks }~ave to te provided for trave1-
lin" s.tock. anrl the value of all these properties (many of them small m themselves) IS added tcgPther and taxed fiB 

on~ prope;ty at the maximum rate of tax. Were each busincRs-site, saleyfl;rd, or. nccommodatio? pnddo<~l.: trenhd 
separatelv only the minimum tax wr.uld be payable. Further, althou~h tins tax IS an absolute first charge on the 
business~ no exemption is allowed in the income-tax asse.'lsment, and this has been no small bnrdl'n sinf'e 19lli. 

I c~rnestly hope that the result of this Commission wiJI he a revision of the present syst-em of income and land 
tax assessment, and that-

1. (a.) Companies such as I represent will only be taxed upon their undivided profits; or, as an n.ltcmn.tive,
(b,) A flat rotc be levied at the minimum rate to all taxpayers and adjustment be made with the individual 

shareholders. (The work and cost of making adjustments should not be permitted to interfere with the equitable 
incidence of taxation). Or, as a further alternative,-

(c.) A grnduated rat-e to be levied with a maximum not exceeding 4s. in the pound. The graduated rate to be 
assessed on the relative proportion of profits to capital-i.e., a company earning 20 per cent. or more (after deducting 
the basic allowance referred to later) upon its capital to be taxed at the highest graduated rate, whilst a company earning 
2! per cent. (after deducting basic allowance) upon its capital to be taxed at the minimum graduated rate, irrespective 
of the total amount of profit earned in each case. This would more fairly adjust the tax as between large and small 
companies. I am aware that to give effect to this method there nrc apparent diffi.yulties, but submit that the 
following or a similar method might prove procticablc, 

Deducting, say, 2! per cent, on the paid-up capital from the assessed profits, and this sum to be the basis upon 
which the graduated rate be assessed on the total assessed income. Illustration :-

A. Company, £100,000 capital. Profit, £22,500=22! per cent. £22,500-(2} per cent. on £100,000) £2,500= 
£20,000. Graduated rate on £20,000 to be assessed on total profits of £22,500. 

B. Company, £100,000 capital. Profit, £5,000=5 per cent. £5,000-(2! per cent. on £100,000) £2,500= 
£2,500. Graduated rate on £2,500 to be assessed on total profits of £5,000. 

A. Maximum rate 4s. on £22,500=tax £4,500,leaving £18,000 available for distribution=l8 per cent. 
B. Minimum rn.te Is. on £5,000=tax £250, leaving £4,750 available for distribution=4f per cent. 
A. State takes in income-tax 20 per cent. of net profits. 
B. State takes in income-tax 5 per cent. of net profits. 
\Vhere the total profits do not equal 2! per cent. after deducting the basic allowance of 2! pt-r cent. (or such basic 

allowance as is decided upon), the minimum tax to be charged on the total assessed profits less a rebate of 20 per 
cent. or 25 per cent. 

2. That taxable items will exclude land-tax, charges for brokerage paid in connection with the raising of additional 
capital, and that a. more reasonable allowance for depreciation on properties and plant be made. 

3. That the land-tax (especially as applied to companies) should be assessed at a flat rate, and not according- to 
graduated scale, as it is manifestly unfair, as the same principles which I have urged with respect to individual 
shareholders' interests in regard to income-tax apply. 

4. That income-tax be levied upon the average of the three past years, on the Jines of what is done in Great 
Britain. 

For A. C. BusHELL, 
HERBERT 8. HAWKINS, 

Secretary, the Farmers' Co-operatiVe Auctioneering 
Company (Limited). 

GEORGE CRIBB, Farmer, Puriri, examined. 
Witness: Mr. Chairman and gentlemen, I saw your advertisement in the newspaper, and I 

thought this would he a suitable opportunity to lay our grievances before you. This room ought to 
be full of farmers come to make known their grievances. I have been farming for forty-five years, 
and I am now in my eighty-third year. I wish to bring under your notice the great taxation under 
which we are labouring under the present system of taxation. Before the war my lands were valued 
by the Government valuator. -The Thames County Council charges pro rata were £69 per year, 
including hospital rate, &c. Since that period the rates have risen year by year. This year, 1924, 
the Thames County bill for rates and taxes was £265 6s. 1d., and the Government land-tax has risen 
to £101 on the same lands that I held before the war. This high taxation will he my ruin if it 
continues. I wish to state that I have been forty years on the land struggling against adverse 
circumstances. If taxes were reduced I would be in a position to produce more and employ more 
labour. They are rating me off the land. · 

Mr. Shirtcliffe.] How many acres have you got 1-400 acres. I have to pay over £1 a day m 
rates, and wages have gone up, and I cannot get labour. 

What is the Government valuation on your land 1-I think it is £25 an acre. 
That is £10,000, and yon have paid £265 a year in rates; that is nearly 7d. in the pound 1-Yes; 

then there is the land-tax of £101. All their charges are based on the land-valuation, so-much in .the 
pound. There are over 250 acres which are just surface-sown and cannot be dealt with because I 
cannot employ the necessary labour to utilize the land ; it would cost too much. 

We cannot deal with any local taxation matters 1-But if you lower the Government rate then 
the other comes down. I am convinced that if land was made as easy to hold as a gold- 1~ining 
~roperty more land would be taken up and more stuff sent away from the country, and people would 
hve more cm.nfortably. We had a bad winter and many cattle died, and we have had many losses 
to contend With. · 

Why are the rates in your county so much higher than in other counties 1-I do not know. I· 
saw the County Clerk and was told that they base the tax on the Government valuation. 

And you sa.l:' you are paying about 6!d. in the pound 1-There is a hospital rate, a library rate, 
a road rate, a bndge rate, and a drainage rate. 

Is the drainage canied out by the county 1-Ycs; it is carried out by a separate committ(•r. 
We use~ to pay a man 25s. or 30s, a week, but now I have to pay a man from £2 to £2 5s, a week, 
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If you were relieved of the land-tax would that enable you to carry on !-Undoubtedly 1 nu•y 
tell you that I cannot keep up my payments. ' 

l!fr. Weston.] You have no-mortgage on your place 1-No; but I hnvc 1m owrdmft. 
What do you u~e your land for !-Dair}~ng and cropping. This last ••·•oson Wll Juul 11 puddouk 

of 7 acres In oats, 16 acres of Dllllet, 7 acres of maize, and other gra.s·paddocks. 
How many cows do you run !-We arc running fifty now, but tlwy nrc going off. 
What number of sheep !-No sheep. W~ rear all our stock and run a lot of piw•. 
Mr. Slnrtcliffe.] How arc other farmers m your county doin~-: !-Some nn• doing v .. ry wt•ll. If 

I. could afford to dram the lower parts of my farm I would be nolo to run II lot more stm:k but the 
nver ovcrfiows 1ts banks. ' 

Those farmers are in a better position than you arc 1 They are able to pay this 6jd. in the pllnml 
and the land-tax and ~ttl! mak; good !-They have got u m01.1key on their buuk, 

Well, that makes It worse ,-Yes; but hardly any man Is free. You pay down 80.mueh mom•y 
and leave the rest to pay off annually if you can . 

. Yes; but men w_h? have got a more or less heavy mortgage on tlwir furms in your county muHt 
be I~ a ~ar worse posttiOn than_ you are ~-Some are, because they nrc going off tlw ln.ncl. 'l'lwy nrU 
leaVIng It. They pack up their goods and clear out. The whole sum and substance iH thiH: t.lw 
settlers are an energetic body, bu~ it is a s~rugglc. I have been tlll'rc sincu I Wl\..'i u young mun. 
When I went to the valuer to obJect, he said, " Why not sell your land 1 " Wdl, afwr Jiving on 
your land you do not care to sell and let a stranger .take it .. Supposing that. you grnft u tn•e unci wuit 
and see the frmt grow, Will you not prefer that frmt to gomg to a shop to buy it 1 You seu, I have 
created that tree. 

The Chairman.] I think we undel'!!tund your position. What you advoeute iK the abolition of 
the land-tax !-Some of it. My wife died some time ago and the land wtos hers und U<'lore slw di .. d 
she wish;:,d me to give the farm-that is, part of it-the homestead-to my two girl• who huve lwld to 
me. When I transferred that land to them the Government charged them .£167 for the gift-tho 
land t~at they had been thirty years labouring on .. That was an injustice. 

G1ft duty !-Yes.; but they had laboured for It. They had never had any wages, Them Hhould 
be a difference made m a case where a pel'!!on has laboured. It wa. their lubour. 

That is a matter we cann~t go into. That is outside the scope of our inquiry 1-'l'lwy had not 
the money. I had to borrow It from the bank to pay off the Government and pay the lawyer .£40 
for the transfer. 

Mr. Begg.] The land-tax is the only point of all your troubles that we can touch '1-1 hope you 
will touch it. 

Mt. Shirtcliffe.] I gather that you would much prefer an income·tax to a land-tux 1-UIIlloubteclly. 
If ,I have an income I will only too freely pay tax on it. When I went into the po•t·oflice at tho 
Thames to pay my hard-earned .£101 I said to the clerk, "'l'hat is hard·eartwd money." What do 
you think he said! "I wish I had haU of it to pay." But he had not earned it. 

'!'he Hon. GEORGE FoWLDS, Merchant, Auckland, examined. 
The Chairman.] You have set forth your views on the subject of taxation Ill the statement you 

now produce ~-Yes, sir. 
Will you read it to us, please !-It is as follows:-
The fact that taxation systelllB call for constant revision and endleKs inquiricH into their incidence 

in an endeavour to locate anomalies and remedy d~fects Khould indicate to thinking men that there 
is something unsound, uneconomic, and futile in all existing methods of taxation, and that procctuwH 
of amendment, however good the intention, are devoid of a scientific basis, and therefore can never 
be final. The process is like an attempt to stop up ten leaks in a vessel with nine plug•, each hole 
being in turn stopped up with a plug removed from another hole. The vital evil contained in every 
system of taxation consists of the fact that it despoils a man of a portion of tho product of hi• 
individual labour, and could only be justified by necessity. No such neeCI!IIity exists, therefore tho 
only way to " mend " any system of taxation is to " end " it. The system obtaining in this Dominion 
is much the same as obtains in most other countries with the one exception of the lund-tux (so 
called). Revenue in the main is derived from CuatoiDH and Excise, income-taxes, and death dutif~H. 
Customs taxation is so notoriously inequitable (even amongst taxes which huvo no baKis in justice) 
that it is a wonder that they persist in tho twentieth century. (1 speak of revenue dutie• as apart 
from protective duties, the latter of which, if the polioy of protection is sound, should raise little or 
no revenue.) It is admitted practically by every authority on taxation that Customs revenue duties 
press heaviest on the poor man and are equivalent to an income-tax graduated againKt the smaller 
incomes. They should be wiped out forthwith once and for all. Such duties aK are "protective" 
have the same evil effect, pressing heaviest on the. under-dog, the .only. difference ~ei~g. that, in~tead 
of the Government directly levying the tax (as With revenue duties), It presents mdiv1dual• w1th a 
charter whereby they can tax the people in the interests of certain section• of the community. 
Protective duties have two main effects: (I) They raise the cost of living and of production; 
(2) they prevent exports by keeping out goods which nee~ to come in in payment. of exports. 
Such a policy cannot be upheld in the interests of the commumt,v.as a whole. ~efore leaVIng C:u•toms 
duties I may be permitted to point out that the recent reviJ<I~n of the tariff haH r"•ult<•d m an 
increase per cent. on the bulk of the schedules, and that an estimate, made recently, showed that 
the increase of taxation involved in the revision, allowing for average importations (the mean between 
the years 1920, a boom period, and 1922, ~ lean period, being taken) amounted to no less than 
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£1,644,438 per year. Such a policy is a retrograde step in methods of taxation. Income-taxes are 
preferable to Customs taxes in the matter of inci.dcncc, c.•pec~ally when. gra?uated, which l~akes. it 
more difficult to pass them on, but they have serwus defects Ill other directwns. They are mqws1° 
tioual, their collection calling for information which no State Department should be empowered to 
demand. In normal times and when the rate is high the major portion of th~ income-tax must be 
·passed on to the consumer and so increase the cost of living; to the extent in which the income-tax 
cannot be passed on because of the exemption and the graduations it is an unfair impost on one 
t.rader as against others in the same line of business. Death duties are attractive to the average 
person, because with exemptions and a sliding-s~ale they bear .heavily on the wealthy. T~e idea is 
that if a man amasses a large fortune he has, m all probability, obtamed the most of h1s wealth 
without rendering an equivalent to the community. If such is the case, the remedy lie.s not in taxing 
his estate at so-much per cent., but in the adjustment of social conditions so that the accumulation 
of such wealth would be impossible. If men " get without earning " other men must " earn without 
getting," hence, even if all the 1nisappropriated money were taken at death, justice would not be 
done, seeing that the deceased had been levying a tribute on his fellows for, it may be, a couple of 
generations. Thus all forms of taxation are devoid of equity, and should, if possible, be abolished 
in toto. I say" if possible" advisedly, for I affirm that the State can obtain all the revenue required, 
in times of peace at any rate, without levying on the individual earnings of any man. All that is 
necessary is for the State to appropriate " rent." I use the term in its economic sense, as meaning 
the annual value of land apart from any improvements placed upon it or in it-that is, what is 
commonly called the " unimproved value " or " ground " or "site " value. Ex hypothesis, any value 
that attaches to land must be created by the community, seeing that the result of individual labour 
(improvements) is exempted. It follows, therefore, that if the State were to appropriate rent it 
would not be levying taxation on individuals, but merely restoring to the community those values 
which the community had first created. Thus values of a communal nature, instead of being, as 
now, appropriated and retained by landowners, would be diverted into the State Treasury. This 
revenue would be sufficient to enable the State to repeal all taxes. Even if it were not sufficient, 
the rent, whatever it may be, should be taken first before any levy is made on individuals. With 
our system of valuation it can be shown that the revenue would cover all legitimate State needs. 
The unimproved value of New Zealand land is set down in the latest Year-book at 329 millions sterling, 
which valuation, if accurate, is necessarily less than the true economic value because of existing 
land-values taxat.ion, which obviously reduces selling or market values. Taxing "rent" at 5 per cent. 
of the capital unimproved value; as stated, we get, roughly, £16,500,000, which added to the £1,500,000 
now collected would give a total of £18,000,000 of revenue to replace the tax revenue as at present, 
£15,594,288 (1923). It is possible that under our present system of "fee-simple" ownership the 
valuations are inflated and include " prospective values," but the margin, in my opinion, would cover 
any such inflation, especially as in many cases there is undervaluation. For the year 1922-23 the 
landowners of New Zealand, owning £330,000,000 of unimproved land value, paid in land-tax 
£1,541,502; the dead people paid in death dutie• £1,829,852; the smokers of the Dominion paid 
£1,181,330 in tobaeco duty. The question of housing is closely bound up with the question of 
taxation. The recent announcement by the Government that it would advance loans up to 95 per 
cent. of the value caused quite a land boom in city and suburban sections, which were sold on a 
small deposit and monthly instalments. The payment of these monthly instalments has had a 
clearly visible effect on the volume of business during the last year. The present system of taxation 
increases the price of nearly every commodity which g<>es into the building of a house, and the 
absence of adequate land-value taxation is responsible for the high and speculative price which has 
to be pai~ for a site on which to build it. The true policy for the Government, therefore, is to 
gradually mcrease the land-values. tax~tion,- year by ye.ar,. o~ sessi.on by session, using the accruing 
revenue to reduce, and finally extmgmsh, all taxes on mdivJdual mdustry. The periodical increase 
in land-values taxation should continue until such time as land " apart from improvements " ceases 
to have any selling· value, until, that is, the whole of the economic rent goes to the community which 
has created it. 

Mr. Hunt.] The present position is that the land has been bought by people and paid for. 
Woul~ you not under your proposal be "collaring" what they had paid for, without compensation 1 
-I d1d not hear of a~y talk of compensation when the Government two years ago confiscated that 
£1,600,000 of the earmngs of labour; and there can be no more confiscation involved in the taxation 
of land-values than in the taxation of the products of labour. 

Say I have spent my money in buying some land, and you have spent yours in building a 
factory, why should. you appropriate all my land and you stick to your factory !-Because you 
have bought somethmg tha~ the best and brainiest men of every country have been," for forty years 
at lea~t, telhng the people 1t was not a proper thing for them to have and that the State ought to 
have 1t. 

Say I am a fa1mer, if I want to farm I must buy land !-Not necessarily, 
If :>:ou want to !arm now _in New Zealand you have to buy a farm !-The two functions of 

landowmng and farmmg are qmtc clearly and separately and definitely distinct. 
We are. in the posit,ion that the best of the farmers of the country have bought their farms. 

You are gmng to take 1t all from them !-Yes, because they have got sornethina that has been 
created by the community, is maintained by the community, and ought to be collected for community 
purposes. · 

How are you [-{Ding to get at the unimproved value 1 Take the. preRcnt Government valuation: 
do you call that ununproved -:alue !-If you did you would not get anything Jik1• the proper ]and-value 
of the country, hecaus~ ~here are. more cases where t.he Government valuation is below the actual 
land-value than where 1t IS above 1t. · 
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The unimproved value that the Governrrwnt taxt•s now is 11 purt•ly arbit.rary thing. It is vt~ry 

much a.bove what you could call the. ummproved value. What I mean is thi• : you oould go ami 
buy ummp~oved land to-day-land m Its absolutt•ly natural statt•-for very, WI)' lit.t.lto, and you 
Cfluld buy Improyed Jand-any quantity of good, Illl[lrOvcd slll't'['·COUntry-at just about t.ho Cost 
of bringing it into its present state from its unimprovl'd state ?--Yl'S. 

What do you call the unimproved sections !-Tlw fact of the matt<•r is that. thnn• is no gmat 
quantity of. really good land that is availablo to be bou!(ht to-day in it.• unimprowd stntt•, but yon 
have the. difference between what ~he unprovenwnts have cost. and what tlu• st•lling-vahw of t.lu• 
property IS to gmde you as to what Is the ununprovrd valut•. Wlwn tht• land boom was ut it.• ht•il(ht 
there were sah•s down in Taranaki at £250 and £300 pt~r aert•, and I had invi'Ht.ig:atimtH mndt•, whitdt 
showed that there were pmctically none of those scetions vahwd at bt•yond .1:70 or £t!O or .£!10 1111 
acre unimproved value. You could not tell me that the improw•uwnts on tJit'Mc fnrmH mmt t,lw 
difference between those figures and the selling-price. 

You know as well as any of us that t.hose salt•s wt•re never justified ond that wry lit.t,l., mon<"y 
passed. They were only paper sales, and most of the purchast•s have gone baek. I daru say t.hut 
if the Government wanted to appropriate the second and third nnd fourt.h and atltlit.ional mortl(a~o:c• 
they could get them for very little to-day !-I have tnlked with prat:tienl fnrnwrs in all part• of Nt•w 
Zealand, some of whom had themselves been f'ngagc~d in the work of valuation, and tlwy havt• UHHIIrNl 

me that there is no insuperable difficulty in arriving at a r<'a.sonahlt• and mon• or lt•HH uniform vuluc 
of the unimproved and the improvemen'Ui. 

Would not the effect be that you would wipe out the capital that lundowm•rs now huve 'l
As far as the unimproved value of the land is concerned, yes. 

What about the mortgages on the land !-They woultl be in ju•t the """e l"'"ition. 
They would be wiped out, too !-To the extent that the mortgage rt•prt•st'llt .. tl unimprovootllund· 

value, yes. Herbert Sptmcer fifty yt~ars ago :mid, "In our tt•nder rt·g:ard for the vt·Htt'(J intc•rt•HtK u( 
the few we must not forget that the rights of the many arP in alwyancc and mUHt be lwld in nbt~JUIHHI 
until justice is done"; and that is the pm~ition. I am satisfied that our pr1•twnt dvilizntiun t~UHhot 
endure much longer if the present private appropriation of land is allowNi to contimw. You rttUHt 

not think it is altogether a country question, because land-values are in thv towns aK well us in the 
country. · 

It just means that everybody who has put his money into unimproved value, wheth•·r by way 
of purchase or of lease, is going to be wiped out, and ewrybody that ha• put his mon<•y int.o buildiu~s 
and ships and houses and machinery and stocks of goods is going to bt~ ullowt-d to go un. That is 
the position ?-Yes. Those people arc· in postH!ssion of sonwthing whiuh it is contrary to tlw Wt•lfnr" 
of humanity for them to be in possession of, and as long as that persists we are drifting rapidly on 
to revolution. The only cure is to make the radical cur~ and e•tablish justice. 

Mr. Weston.] Do you believe in the persecution of tho Jews! In old tim"" the Baron got. holt! 
of the rich Jew and pulled his teeth until he paid up his money. Do you bt•li<•ve in that 1 IJo you 
approve of those old Barons getting liold of the Jews and pulling their teeth until tlwy di•gorgml 
their wealth !-I am not going to pull out anybody'• teeth. 

You would take from every farmer in New Zealand-- !-No. 
A considerable portion-- ?-No; that is quite a mistake. Of course, the prPHent Govtmlllwnt 

refuses to give us a return showing the figures of land-value holdings in Nt•w Zt·uluud ; but u ... last 
return that was presented-B.-17 something, I think it was-showed clearly that the great majority 
of the farmers would be benefited by the change that 1 am here advocating to-day. 

It would be a ureat portion, as far as I can see; it ntlllo\t run into many millions-I uwan the 
unimproved value of the land in the country and the towns. If you take that uwuy it i• wry much 
like the action of the Baron who said to the Jow, " I warned you not to beconw rieh, lweuuse if you 
were to do so I would pull your teeth !-1 think it is not nearly HO bad as taking £1,60U,UUU a year 

, out of the pocket• of people earning from £3 to £5 a wm•k. 
Do you act on any local bodies that hold reserves !-YeK. 
That system of endowment.<t, leased o~ long tcrnt."--:-thu.~. is a pruist:worthy u.ttt•mpt to scuuro 

tho unimproved value for the people !-It IK a very un•ment1fie attempt. 
Under that, the rent, which you say you want to confiscate, goes to the local authority !-

Yes, but-- ' 
You sav vou want what Ricardo defines as rent, do you not !-Yes. 
Well, the 'whole of that now goe.• to the local authority!- Not in a long lease. Tlwro is in a long 

lease a growth of value during the time, so that even the private lea•eholder gets u large portion 
of the rent. • 

I have just been acting for the Wellington Harbour Board, and I found that it i• practically 
impossible for a local authority to get what you term the whole of the urumproved value !-1 do 
not think that even if this were brought in the country would get the whole of the ummproved value, 
unless it raised more revenue, because you must recognize that if the whole of the pres<mt taxation 
w~re taken off in the first place and nothing put in its place land-values woul.d enormously. increase. 

Do you know what one.of the be•t witnesseH, Mr. V~1le, of Auckland, advised! Ht; sa1d he h~d 
come to the conclusion, from the letting by local authoritl~ .. of theu endownwnts! that It waH adv1s· 
able for local authorities to get legislative pow~r to twll th<~Jr t•ndownwntH and to mvt~Ht tlw procet~dH 
in ordinary securities ?-That might bt•. · 

Becll.U!"C the return to them would be greatt~r than tlll'y ruiglat get from holding on to them 7--
Thu.t might be. In Anzac Avenw~ here tht~ city had power to sdl bt~ea\L<J(• it was acquirin~ lund for 
a new roadway. It sold •ections there at about £60 and £7U a foot that are to-day changmg hands 
at about £200; and yet it is still possible that the £70 nught be more than they would have got by 
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leasing them. I am not recommending leasing them. I am recommending that the State take 
annually the necessary amount of revenue that is required for the purposes of either local goYern
ment or national government-that, and no more. And it would he quite possible-it would have 
been possible in the past to have gradually abolished taxation and raised the tax on land-values and 
got all the_revenue from land-values, leaving individual land-values pretty well in the position where 
you began. 

You have got a business !-Yes. 
Is there not land-value increment in a business !-Not a penny. 
Say you start a business in Auckland, and another man starts a business, say, in Dunedin. 

Auckland goes ahead very much. A large number of people come to the City of Auckland. Its 
climate attracts people. Does not your business prosper more than the business of the man in 
Dunedin !-Yes. The whole of that increased prosperity is reflected in the land-values in the city 
in which I carry on business, and my landlord has a keen sense of that fact by the periodical and 
rapid increase of the rent. There is no such thing as goodwill in business, excepting probably in some 
proprietary concerns. There is a good will that will be developed by a business, but it is developed 
largely on that site where the business is carried on. There is a certain amount of character goodwill 
that a man builds up, but it is not the community that does that. It is his service that docs that. 
Bnt to the extent that goodwill in a business is built up, it is built upon a particular site, and the 
whole of that goodwill is attached to that and is reflected in land-value. You compel me or any 
other business man to move away from the site on which he has developed the business, and the 
man who would pay anything substantial for goodwill would find he had miscalculated. The good
will is attached to the site and is collected in rent by the landlord. I know of cases in tllis city in 
which, during the time I have been here, rents have increased by six times, and in which the tenant 
has spent more on the improvement of the premises than the landlord has done during that time. 

Mr. Shirtcliffe.J It seems to me that your proposal would involve, would it not, the confiscati-on 
of this 329 millions sterling of unimproved values, as regards private owners or private mortgagees 1 
-Yes, just in the same way as the present Customs taxation is confiscating the earnings of the 
workers to the extent of £5,000,000 or £6,000,000 a year. 

It is not ouly the workers. The Customs taxation touches every one in the communit.y !-Yes, 
that is true. If a man has £3 to £5 a \veek in wages his Customs taxation will amount to 20 per cent. 
of his income. If a man has £5,000 it may possibly amount. to 5 per cent. but not more. 

Can you not assume from your experience that a man with £5,000 a year will probably buy ten 
times as much in dutiable goods as the man with £500 a year !-I do not think that. 

I mean, in t.he way of motor-cars and luxuries !-Not ten times as much, but a good deal more. 
I am allowing for five times more in reckoning 5 per cent. as against the 20 per cent. that the poor man 
pays. 

We had a gentleman in this morning. He has been forty years on his farm. He has brought 
it to its present condition from an absolutely virgin state, when it was practically valueless. He has 
brought that farm up to a highly improved state. The unimproved value to-day is £25 an acre. 
Do you think it reasonable that the accumulation of forty years, practically, should be confiscated 1 
-If the value is the result of his work, then it is an improvement value and ought not to be taxed. 

There you have the unimproved value to-day. It is community value 1-It cannot be both 
community value and the value of his work. . 

As a matter of fact, are not the unimproved values tu-day largely community values !-Tho 
whole unimproved value is a community value. 

Very well. As to how the increase in value has taken place, that man has been working that 
farm for forty years. He has put the whole of his brains and energy into it, together with those of 
his wife and family, probably. Do you think it is reasonable that that man's interest in that farm 
should be confiscated !-He bas been getting out of tho produce of his labour payment for his labour, 
the same as the other workers have been doing. If it is a community-created value it belongs to the 
community and ought to be taken and used for community purposes. 

Do you think that under that system farmers would have any encouragement to improve their 
lands in the same way that they do to-day !-I think they would have more. 

If the ownership of the lands were taken away from them 1-I think they would have more. 
Anybody who is going to develop unimproved land to-day has got to have sufficient capital to buy 
everything that he needs at an increased price because of the duties that are levied on it. What I 
advocate would enormously reduce the cost to the man breaking in fresh ground. 

Mr: ~egg.] You stated that the bulk of the farmers would be benefited by the change 1-Yes, 
the maJonty. . 

How do you arrive at that !-The figures show that if we collected 5 per cent. on the actual 
value and remitted all the present Customs duties-and, remember, it is not only the Customs duties 
tha~ they pay? ~ecause ev_erything they buy that is produced locally, under the stimulus of the pro
tecttve tanff, ts mc~eased m prt?e ~ them as well-the figures show that the majority of them would 
recetve more remtsswn of taxatiOn Ill the CustOins duties and the profits on the Customs duties than 
they would pay in land-tax. If the Government would give us the figures we would give you the 
effect; but Mr. Massey's Government has repeatedly refused to give that return, which has been 
prepared and presented on a good many previous occasions. 

Are you aware that a very large part of New Zealand is owned by the Government never having 
been parted with 1-Yes, a considerable area. ' 

There ought to be a very substantial revenue from that !-Considering that it is mountain-tops 
and a good deal of it .cm.nparatively 1~oor country I would not expect the revenue to be very big. 

A great deal of tt ts good farrrung-land. You would expect that to be a steadily increasing 
revenue !-Not with the increase of rabbits and things of that sort. 
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The ~tate as an owner has not been able to keep its land in order and nmintnin its vnhw 1--I 
do. n?t think the State should own land in that way ut all. I 111n not ndvoouting ti111 lt•u-.•holcl 
prmmple. . 

. But the State is merely collecting a r<mt on the unimproved vuhw of thut lund 1-No. It. is 
domg more than that. It is regulating the conditions nnd d<•nvinl( m<·n t.lw fr<•t'dom of a<•tion in 
farming which they would have under another system. · 
. In what way ?-Well,_ there is the dnnl(er, for exnmple, thnt at. th<• <•nd of the h·uN<•, if t.I 11·v huvn 
Improved the land to a lngh extent, the rental will I(O up, und t.lu•n•for<• t.l11• t.Pnd<'IW\' with t.'I 11 •m i" 
to take as much out of tho land as possible so as to have till~ rPnt. fixt•d ll!-1 low nN po~Hfhlt'. 

They arc entitled to value for tlwir improvenwnts ?-Y<•s. 
Then, what have they to fear 1-W<•ll, I suppose tlwv f<•ur thnt tht>y will hn"" tno hi"h n vulu<'. 
The Govt•rnment takes the visible improvenll'nts int~ necount unci i~nort>~o~ tilt' inviMihJ:, impro\'t'· 

mcnts ?-The system of valuation might be improved. 
Does not that explain the complaint that the Vululltion D<•partnwnt will not ullow valuation 

for improvements ?-I suppose that is so. 
·Are you not going to magnify that to an insup<•rabl<· d<'!(f<'e !-No, I do not think so. If th<'r<' 

were a serious proportion of tho tux falling upon the tmimprovt•d vniUI\ tlw fnrl~l' of comhinat.inn 
available would make sure that the valuation did not improv1• in amount, nnd it tlnt•H not rPnllv 
very much matter to the individual whether the mtimprov<'d vahw is high or low if it is uniforn;, 
That is the main thing in the general levying of taxation. 

Do you think we are getting uniformity to-day with valuations 1-W<•ll, I do not know how far 
it goes. I do not tltink there is any human institution or man that is absolut<oly p<•rf<•ut and <'Xtwt .. 
There is an unreasonable lack of uniformity to-day becauHe of the fn.ut t.hnt rf'vnlunt.ionH ILrt~ tHHHI•~ 
times left for long periods when great changes have tak<m plum•, and that, I think, is nn unjust. 
thing. I think there ought to be very regular rcvaluatiOIL•. 

What period would you suggest 1-I do not know that it is very urg<mt, but cortninly not more 
than five years. 

Do you think that landholders or farmers would be encouraged to improve tlwir lnn<ls with the 
knowledge that they were to be reappraised in five years' time ?-1 do, as lon~o: as the l(<'tlf•rul mlJIII<'.ity 
of the valuers was the best obtainable, and as long as the farmers had a fair un<lt•rstnnding that all 
reasonable allowance would be made for improvements. 

That is the law now. Do you think you would get a better claso of valuers than you haw now I 
-I think you would get better results, because the man io not particularly int<•n••h•d in tlw valua
tion if it is only ld. or l!d. in the pound. 

Have the Government revenues from these publicly owned lands incn•a•cd I In forty Y'""s 
what increment has there been ?-I could not say without consideruble labour, bt•caus<o th<o quantity 
of such land has varied. The Government has sold some lands that were lt•ns<·hold y<•urs ugo, nn<l 
these variations would make it very difficult to give you the exact figureH. 

Would it surprise you that in considerable areas it is doubtful to-day whet.lwr tlw whoh• of the 
rents pay the cost. of administration !-I would not be seriously surpris<'d at that. 

And yet you have sufficient faith and hope that you can raise £16,500,000 by this proe<·ss I
N o ; I condemn that process of leasehold. 

But if you reappraised it every five years, that would maku it just a five-yt•afH l<·n•e with 
valuation lor improvem;nts !-But it is the collecting of the annunl vuhw. 

It is the same thing; it docs not matter whether it i• collected by the landlord or hy till' State : 
the term of the lease is the term of the rea ppruisenwnt 1-No. 

What is the distinction then !-The distinction is that a mun haK ah•olut<• fr.,edom to put hi• 
land to whatever he considers is the best usc. There are nlwuyH more or Jm1s rr•strietions upon any 
Government lease that materially handicap a man in making the he•t UHo of the land. 

There are restrictionB in all leases-for instance, to prevent a t<•nant ruining the lund. Would 
you allow a tenant to ruin the land ?-No; he must make the best u•c of it. 

And you think that a reappraisement every five years would encoura!(e that ?-It would not 
discourage it as long as his improvements were aJiowed for. 

Under your system is it the idea that juHt •uffioient revenue Khould be ruiKed to pay the Govern
ment expenses of the country ?-That would be a very big advance on the preHent •ystem. It 
would not establish complete justice, but it would be a greut improv<•m<·nt on the pr<••••nt •y•tem of 
collecting revenue. . . 

But would you consider a system complete whtm Jt mert•ly rauwd enough rev(•nuu for tlw 
Government 1-It would depend upon what the activities of the State were. '!'here will be a gradual 
development of the services which the State will render to _the people that compo•c it. . 

But, allowing our imagination to take flight, and aHHUmmg that a great deal more could be raiKNI 
by this system than would be required to meet the ~ctual neceHHitie• of the Governrn<'nt, would you 
still raise it ?-Yes, in the int.,rests of the commuruty. 

Do you think that would not lead to extrava!(ance ?-No; I think it is the one thing that will 
prevent extravagance when the people have to raise the money. Indirect taxation is ulwuy• liable 
to be more extravagant than direct taxation. 

On what proportion of the population would this be direct taxation 1- It would be dir,.ct 
taxation on all the population in the same way as CuHtomK taxatiOn. 

But it would be only on the landowners ?-But gradually everybody would become a landown<·r. 
I do not follow you there ?-Every man wants the UKe of land in som? •hape or. form. Some 

are at present holding land waiting for a ri•e. If they know that future meR are gomg to be col
lected in the form of a levy, then they will be more ready to part with it, and the other people will 
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be free to acquire it. Instead of a man having to wait till he can raise from £300 to £550 to buy a 
section on which to build a house he will have a chance of getting it cheaper, and therefore more of 
them will get sections. . 

How will he get it cheaper! A building-section is unimproved land to-day. If you are gomg 
to absorb the unimproved value how are you going to get it cheaper !-Because of the speculative 
value in land to-day. 

We could show you instances of what you call speculative value, being less than the Government 
unimproved value !-If you suggest that land-values will not come down and that a man could not 
gPt a section at a lower price, then it would mean that we could raise taxation from land-values without 
affecting present land-values ; that is hardly possible, is it ! 

I do not follow you. There are no improvements worth calling improvements on lands that 
are building-sites !-Of course, a good deal of it would be legitimate improvements where it had been 
graded and fenced and where the rocks have been taken away. 

But the value of improvements on building-sites is small!-Yes, infinitesimal. 
And the unimproved value put on that land to-day is about its selling-value !-Not to my 

knowledge. It is always under the selling-value. If I want to buy a place I find out the Government 
valuation, and the price asked is always a great deal higher than the Government valuation. 

Do you know the number of landowners in New Zealand !-About eighty-five thousand was 
the figure in the Year-book. 

Would you be optimistic enough to suppose that that number would double under your system! 
-Oh, yes, I think so, and probably there would be a good deal more than that. In the first place 
the value of men's wages would be higher, and they would soon be all getting sections and putting 
up hotL•es of some kind for themselves. At present if anybody builds a house he is fined for it every 
year by the local body, because he has had the audacity to improve the district. With that stopped, 
and the fairer distribution, even if wages fell their P\Irchasing-power would be more, and the people 
would soon get sections and build houses. 

Apart from theories, do you know of any case where such a system has been put into operation 
successfully !-Yes; the housing question is a world-wide question. In the City of New York they 
were faced with the same problem, and they announced that any house built or started to be built 
within three years was to be exempted from local taxes for ten years. They then found that more 
houses were built then than they did in the whole of England by the encouragement they gave with 
their milliorL• of Government funds in trying to promote house-building. 

But do you consider that a fair comparison !-Yes, I think so. 
Is not that only an indication that the loaded side of the dice will fall next to the table : as 

compared with the others the others were loaded to make· their improvements 1-No, that is not so, 
because in New York they tax land-values more than they do in England. The land-value would 
pay the same tax as the improvements, so that when they did this they induced the people to build 
new houses so that there was no additional burden upon those who had gone before. They were 
getting as much out of the sites as they were getting before, so that the others were not loaded to 
that extent. The city was getting the same revenue from its sites after the houses were built upon 
them that they were getting before, and therefore there was no extra burden. All improvements 
should be exempt from taxation. 

It is obvious that those new buildings were loaded upon the old ones, !--Why 1 
Because if the city got only the same revenue it had to road the area !-No ; the roads and 

sewers are all built by the city, and the value of those improvements and the water-supply is put 
upon the vacant sections. 

Yon are not yourself satisfied with the result of that experiment !-No; possibly New York 
would have done better if it had abandoned all taxation upon the buildings and raised the revenue 
by a tax upon land-values. That is fairer to the whole community and is no disadvantage to the 
landowners. There was, I may say, a remarkable investigation made in regard to the question of 
rating on unimproved values -in New Zealand, about fifteen years after it was in operation, when a 
Swedish economist spent weeks going into it. He found that, taking all the places that had adopted 
rating on unimproved values, and the value of their improvements and the unimproved value of the 
land at the date when the Act was passed, at the time of his investigat-ion the population of those 
places that had adopted rating on unimproved values had increased by 24 per cent., whereas the 
rest of the Dominion had increased by only 8 per cent. The value of the improvements had increased 
tremendowly, nearly 300 per cent., a.• against the similar increase in the value of the improvements 
in the rest of the Dominion. But what to some extent surprised people was that even the land-values 
had increased in those places, but that was only becan•e people went to places where progress was 
taking place, because there they could make improvements without being taxed for them. 

Have you got those figures and the details !-No. 
We would like to get them; the statement would be wry interesting, no doubt 1-Yes. 

. The Chair~tan.] Where is the report to be found !-We published it' in our paper called The 
Libera/or. I think I can trace the report. That economtst came out here when I was in the Ministry 
and he worried the life out of us for the figures he required. ' 

llfr. Begg.] We know most about Government-owned land in the South !-Yes. 
_How do you ac~ou~t f~r the. fact that our city people, trad~rs and oth<•ro, are advocating tlw 

rentmg of these temtones either m longer leases or actually makmg them into freeholds in order to 
in~rease produotion !-I am ~o~ surprised at that at all. If there is to be a leasehold system, some
thmg on the Glasgow lease prmetple where a man can go on from term to term is better than the leases 
that previotL•ly existed. · 

Would yon mind telling me again what is the distinction in your mind between the leuselwld and 
holding land from the Government with the reappraisement of rent every five years !-Well, I do 
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n~t co~sider that at any time the full annual value of the land would be oollcotcd ; in fnot, I do nut 
tb~nk It could be collected. That is. to say, if tho total revenue, tho total nnnunl vnluo, oolleott•d 
th1s year was used for the best possible pmposes of the community by the Governnwnt tlw vultw 
next year would be greater. Because every good action of tho Government rdl••c:ts itsdf in lund
values, and I do not think it would ever be yossible to overt~ke the lnnd-valuc. If tho npprnist>nwnt 
was made out, a_nd the money was spent Wisely, I do not tlunk thnt tho appraiSI•mcnt of to-morrow 
would be under 1t. 

you think it would be impossible. to take the monoy from the fnrmcr fnst rnon!(h 1-y, .•. 
I believe that, no m~tter w~at. system IS adopted, there always will bo a substnntinl proportion of 
the land-value that Will remam m the hands of the owner, and with thnt along with his imprownwnts 
he will be able to buy and sell. Buying and selling nrc of grent importtmoo for any systt•lll of 
leasehold ; give him a perfect system of exchange. 

'But leaseholders have that system of exchange !-But not to quite the onme oxt.,nt ns t.lw 
freeholde~ has.. As I say, there is the question of the proper use of tho lnnd, nccording to whnt tht• 
owner thinks IS the way to get the best results. The l<•aseholdcrs claim thnt thnt is om• of tlw 
arguments against the leasehold, that they arc limited in making the best use of their lund. 

Mr. Hunt.] Can you explain this-it is an actual happPning 1 In Otngo thoro nrc two blooks 
which have been held for thirty-eight years. One block has been a Crown leasolwld and unch•r tlw 
conditions under which it has been occupied the tenant has theoretically had his ,;holo int.,r<•st in 
the land. He has had the whole of the improvements. It is not poor country. From an analysis 
point ~f view it. has some of the richest soil_in New Zealand. But during that thirty-eight years its 
producmg-capa01ty has gone down by two-thirds. The rent has gone down enormously, until to-tiny 
the total rents would pay only 5 per cent. on the capital value of 4s. an acre. I do not think th'o 
iiotul rents would very much more than pay administration expenses. I do not think t.ho Stnto g"ts 
anything out of it. Alongside of that run there is a freehold, which has been improved and improved, 
and the producing-capacity has increased by a great deal. How rlo you account for that 1-'l'hnt 
is no comparison with an improved system. The collection of taxation from land-values nsse•sc•d 
annually is entirely different from the leasehold system. 

But. would you go and revalue it every five years !-Not necessarily. 
Or periodically! The experience of those people has been that if thoy improve that country 

it is immediately reflected in increased rents. I will give you an instance that came under my notice•. 
About fourteen years ago two blocks were put up, each about 36,000 acres of grazing-country, the 
upset rental being £300 on each of them. One block was sold at the upset rental ami the otlwr at 
£650 a year. Twelve months ago the lease expired and they were being revalued. 1'lw £U(j()-a-year 
man had his rent reduced to £300 a year, and he got it on a thirty-five-year lea•e, and the other num 
was told that his block was far too good for one man to have, and that they wore going to cut it up. 
Would that not happen under your system 1-No. 

In towns there is largely a site value, but in the country it is the production vahw that counts, 
and that depends upon improvements effected !-That can be easily exaggerated. If a man ha• 
his mind made up that the taxation of land-values is wrong--

But there is the great difficulty of assessing values, and assessing improvements over a number 
of years !-I have discussed it with farmers and value.s who tell me that it is not insupornble. 
There may be inequalities, ~ut I want to point out that our ~hole civiliza~ion is a! stake. 

That case in Otago which I quoted IS the largest oxpenmcnt made 111 Now Zealand under the 
leasehold system, and there has been an endeavour to value the improvements collectively, but thnt 
is what has happened. Every time a man has improved his land he has had it taken !rom him 
because it is too good for one man to hold. In the oth~r case• where. tho lanrls hav~ not boon Improved 
the tenants have had their rents reduced 1-lf I behoved that th1s sy•tem (taxmg on land-values) 
involved that, then I would have to reconsider my views to some extent as to the met.hod to apply, 
but in regard to the principle that has got to be applied I h~ve not the slightest doubt. 

Now the Teviot Station is on the banks of the ((lutha R1vcr. It was a block of pastoral leuHe· 
hold cou~try that was parted with by the State ma~y yea~ ago. Adjoining. that. station, up the 
river, is a lot of country held under leasehol~. '!'here IS no difference, to my mmd, 111 the qua.ht>: of 
the soil on the two areas. The Teviot StatiOn IS now freehold, and the people have fenced tt, lilt· 
proved it, and increased its carrying-capacity. But the leasehold ~as g?no down and down in 
carrying-capacity. During the last twenty years the Sta~ ha~ obtamcd 111 rates and taxeH from 
that freehold block many times the amount they hav~ obtamed Ill rent and rates and ta~cs from th." 
leasehold !-What I have said to-day has no relatiOn to the leasehold syotem. It '" the anti· 
thesis of the leasehold system. . . 

Mr. We.vlon.] You are going to take wha~, under the leasehold system, woul~ go m rent. It tR 
only calling it a different name. You are gomg to get the same amount 1-Ulti~atcly the. r.c•ult, 
if you like, may be the same, but in the meanti11_1e t~tc owners have bad the opportumty of subdiVI~I~g, 
and the assessment would be growing more sCI_entlfi~; and, ~s I •.a~, I fall hac~ upon the dt•firute 
assurance of practical men that there is no senous difficulty 111 amvmg at what IS the value of the 
improvements, and that might easily be p~ovided for on a generous scale,. so as to make sure that there 
is no encroaohment on the value of the Improvements. . . 

Mr. Hunt.] Do you think that a practical man _could tell me the _condition o! any bl~ck of country 
forty years ago unless he had seen it !-No; a certam amount of p~ss1ble expe~d1ture on Improvements 

Jd disappear with the effiuxion of time. But before the war m normal times the landless people 
:t~his country were presenting the landowners with an annual gift of £12,500,000 in the incrc~se 
in land-values. Since the war the annual increment has been about £18,000,000, and that With 

20-B. 5. 
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I t . f I d at £70 and £90 an acre which was selling at £300 an acre. There is no possibility va ua 10ns o an · d h IIi · 
of the value of improvements being the difference between those valuatwns an t e se ng-pnce. 

You are mistaken. There were no sales at £300 an acre !-I was pomted out a place where the 
man refused £300 an acre, and the papers reported sales at £350. . . 

They were paper promises to pay, which_ were never redeemed !--These paper prormses m the 
cities have ways of realizing themselves as time goes o~. . ·. . 

Mr. We.<ton.] Have you read any of the books of Sir Josrah Stamp! He was Prestdent of the 
Board of Inland Revenue, was he not !-I am not sure that I have. . . 

He took out a lot of calculations and showed that if the whole of the rents pard .m. England and 
all the interest on capital investments were divided among the workers of Great Brrtam the bonus 
to each worker would not exceed £14, and would probably be nearer £5.. Wou!d not that rather 
knock your argument on the head !-No. That is the very smallest rart of rt. It IS the general ~ffect 
on economic conditions. I consider that the wages of labour are directly co.ntrolled by the prt~~te 
appropriation· of rent, and the additional production that would take place tf natural opporturutres 
were freed from the incubus of the landowner would be such that from that alone there would he 
a very much larger amount per head of the population available than you refer to .. 

What do you think is the more prominent instinct in man-to work, or to take his ease !-I do 
not know that I could give a very definite reply to that. 'I think that t~mperaments vary. ~orne 
people very much prefer to work. I know my wife does. If I wert; to JUdge ?Y mysel~ I thm~ I 
should be inclined to place the loafer in the majority. But I am satrsfied that tf I ta~e m the wtfe 
with me it will be a fair balance between us. I should like to say, before leaVIng you, that 
I have not come simply because I wanted to, but because I felt it was my duty. I do not expect that 
it is going to have a great effect on the report, but I felt that I had to put what I believe to be funda
mental truths before the Commission. 

CHARLES HoLME NIGHTINGALE, Accountant, Auckland, and a Member of the New Zealand Land 
Values League, examined. 

The Chairman.] You have written a statement setting out your views on the subject of taxation. 
By the way, does that express the Views of your League ?-Partly so. The two papers together do 
-Mr. Fowlds's and mine. 

Will you read yours, please !-It is as follows :-
In my opinion, the views expressed J:>y the Hon. George Fowlds show the only equitable way to 

deal with the question of taxation in New Zealand and elsewhere. 'Fundamentally sound, they are 
applicable to all communities; scientific, they are final. It is not necessary for me to cover the same 
ground, so I propose to discuss certain details in connection with the present and the proposed methods 
of :fiscal government. Taking the three main classes of taxes, Customs and Excise, income-taK.' 
and death duties, I would like to empha~ize the great waste of energy and potential wealth-prodU<;· 
tion which is involved in all three of them. The administration of the Customs Department entails 
upon a large Government staff, and also upon private firms and individuals, a loss of time which if 
assessed in "labour hours " would probably astonish the community. Every large business employs 
a " shipping clerk" whose duties include the passing of entries through the Customs with all the 
delays and inconveniences that occur at the Customhouse, on the wharves, and elsewhere. If Customs 
duties can be abolished in favour of a better system the cost of administering which would be trivial 
the time involved by the tariff is shown to be an economic waste-a dead loss to the State. The 
work necessitated by income-taxation is too well appreciated to need unduly stressing. Who does 
not know the time and worry preparatory to the filling-in of an income return ! Then, there are 
the services of a small army of Government officials checking, inspecting, assessing, and generally 
administering the Taxation Department. The total economic waste in connection with income
taxation in this way is, in my opinion, a matter of the utmost importance. The best that can be 
said of it is that it is " good business" for accountants. The same applies to death duties, and 
stamps generally. These make " good business" for lawyers. Even in the most trivial matters 
such as stamps on receipts there is an appreciable waste of time, and so on all down the line. Land
values taxes (so called), on the other hand, are simple in collection. Land cannot be hidden away 
out of sight, nor its value concealed. Land-tax returns in a great many cases need only the words 
" as before" and the payor's attestation. The main expense is that of valuing land, but the process, 
after a start has been made (as in New Zealand), is not a serious matter. Landowners might be asked 
to assess their own values. They carry the values in their heads. Who does not know the value of 
the land he holds ! Checks could be devised to safeguard the State against under-valuation .. These 
will readily sugg:st themselves, and some are already in force.. In my opinion, the exemption in 
the land-tax of £a00 should be abohshed forthwith. The Commrsswner of Taxes, in giving evidence 
before you, stated truly that land-ownership conferred a " peculiar privilege " not inherent in other 
ow1_1ership_; and, that being so, _there is no good reason why all landowners, whatever the value of 
thetr holdings, should not contrrbute to the State revenue in accordance with the " peculiar privi
lege". they _enjoy. (John Stuart Mill said, "the greatest burden on the land was the landlord.") 
Applymg tbt~ to New Zealand conditions, as distinct from British, I would say the greatest burden 
on the land IS the mortgagee and the speculator. Believing that the State should take the whole 
rental valu~ of all land, I do not approve ?f gra~uation as a principle; but I would not repeal the 
present shdmg Foale, except by gradually mcreasmg the ordinary rates until the graduation auto· 
m~twally ceased to. applJ-:. I ~ould hke to stress the undoubted fact that if the State had appro· 
pr1ated land-values m thetr entrrety from the start of settlement in New Zealand there would never 
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wars apart, have been a~y need to impo~e taxation of any description. Indeed, if, when the Groot 
War commenced, valuatiOns had be~n qmckly revised tho boom in land-values consequent upon the 
war would have g:tve~ a revenue whiCh would have covered all war expense-B. The land question lies 
at .t.he root of all somal troubles and lab?u; unrest, so far as they relate to the cost of living ant! the 
ability. of men. to make.~ cm;nfortable hvmg. Ownership of land in " leo-simple " creates " vested 
r1ghts m pnhhc wrongs, whwh should he abolished. Under existing circumstances men can only 
~ake n\' land upo~ a. s,rstem which is .equal to "paying twice." That is, they must pay" rent" or 
1t.s eq.wvalent to mdiVlduals, ~nd, besides, what is equal to another rent in taxes to the State. The 
di~e IS thus heavily loaded m advance agamst the would-be land-user. In ordt>r to get wh11t is 
m1stakeuly s~pposed to he " cheap " land people ~ettle in the back block., usually with disastrous 
res~ts finanCially (and often physiCally, especmlly m the case of women and children), uuless, and 
until, settlement reaches them and they are able to appropriate community-created values. In such 
cases they may become suddenly wealthy. There should be no such thing as backhlocks unless as 
applied to mining and sawmilling operations. Ordinary settlement should he as near the centres of 
population as possible (other things equal), and would be so if valuable land in the " front blocks " 
were not allowed to be held idle, or ouly partially used. Land values taxation (so-called) hus a two
fold beneficial effect: it provide~ revenue and,. if carried to. its logical conclusion, gives to every 
member of the com.mumty at all t1mes an equal _r1ght to the sml of his country which no other system 
can do. Under this system (the State approprmtwn of rent) land at "the margin of cultivution" 
could be taken up rent-free, rate-free, and tax-free (for land there has no economic value), and the 
producer on such areas would necessarily get the full product of his labour undiminished. So aiHo 
would all other workers by hand or bruin, for wages would be based on what could be earned at tho 
margin of cultivation. The present system shuts people out from natural opportunities (land) on 
equitable terms (land is obtainable ouly on ransom conditions) and causes overcrowded cities. It is 
maiuly responsible for that grave menace the "drift to the towns." Tho reRtllt in a city like Auck
land is, in my opinion, that a large portion of the population are either unemployed or engaged in 
work which has no value to the community. Between the idle rich and tho idle poor there arc great 
numbers engaged in work involving senseless competition in overcrowded trades and professions; 
supernuw.erllrlcs merely. They are not to blame, but the system. Denied their natural rights on 
just terms, they have no option. The goal to be kept in view is the gradual increa•o in the land-

. values tax (so called) and the gradual repeal of all existing taxes. Amendments affecting the inci
dence of present taxes, though palliative, are futile to accomplish any permanent good. No benefit 
to the masses can be obtained in that way. If benefits were so obtainable they would mattlrialize 
in higher land-values and be appropriated, under existing conditions, by the landowners, thus the 
method would defeat itself. The country would be a more desirable place to live in, and more 
would have to he paid for the privilege of acquiring a site. Private property in lanrl in fee-simple 
must be abolished in favour of a system of ownership-if you will-based on the e<Jual ri~hts of all. 
This can ouly be done by means of the State appropriation of rent-there is no other wuy. 

Mr. Begg.] Do you really believe that doubling the land-tax would be encouragement 1-1 believe 
it would, because it would repeal all other taxes and give people a proper chance. 

Then, the land-tax we have must have encouraged it 1-I certainly think so, yes; but tlw land· 
tax is so small and the increase of population has caused land-values to go ahead so very fast that a 
good deal of the effect has been lost. 

Do you think that the towns ar~ not congested whe_re you could get land for nothing 1-'fhere 
is no country where you can get des1rable land for nothmg. 

Canada !-Where 1 In the poorer regions or the backblockB. Can you get it in the cities 1 
You could when they were originally founded. But under your system you would not get free 

land close to the cities, would you 1-You would get land in New Zealand fairly close to the city. 
In New Zealand there is a population of a million and a third. New Zealand is capable of supporting 
a population of twenty millions. Therefore ouly a small proportion of the land in New Zealand need 
be used to supply the present population. Thus I think that i.f this system were adopted the 11_1argin 
of cultivation would come very much closer to the cttles than 1t does now, because the ground m the 
front blocks would be put to full use, and so the margin would come in. That is what is wrong with 
the Government lands. Thev are away in the backblocks, where they have no real economic value, 
or very little. • . . . . . 

Their economic value should have mcreased m the last forty years, should 1t not, w1th the mcroose 
in population 1-Not beyond the margin of cultivation. . . . . . 

But they were all occupied fifty years ago 1-The margm of cult1vatwn Is an econom1c pro
position. How do you know that those Government lands are not beyond the margin of cultivation 1 

I know perfectly well, because it pays to occupy them. What would your standard be 1-The 
standard under the system which I advocate. would be that land that had no value, apart from 
improvements, would be at or about the margm. . . 

If there is a block of land which has been occup1ed for forty or fifty years by people who have 
paid rent to the Government and have sold the produce and made a good living and. made money out 
of it for forty years, you still maintain that that may be beyond the margm of cultivatiOn 1-It may 
be. I would not aay definitely that it was. . .. 

Your statement is so full of assumptions, when you speak of populatiOn of twenty millions, and 
so on, that I do not think we have any basis on.":hich to discuss it 1-Do you think that New Zealand 
would not support a population o~ twenty ~ons 1 

Possibly it may 1-But what IS your op1mon 1 . 
My opinion is that if twenty millions W(lre here, unless there was a .gr~t adv.ance m methods of 

production, they would not live in anythin~; like the comfort or well-bemg m wh1ch the people here 
now exist 1-1 think they would under th1s system. 
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Mr. Shirtcliffe.] Would you suggest compensation at all for these present owners of the land
the owners and the mortgagees who would lose 329 millions !-No. I would lose some of it myself 
if your view of the case is correct. 

you admit that they would lose that !-Just in the same way as the negro slave-owners in 
America sixty years ago lost their vested rights in the negroes. 

But we are not slaves in this country !-I differ from you there. I think that under this 
system of land-ownership we are econo~i~ sla':es, most of us. . . . 

Mr. Clark.] With reference to adm1mstratwn, you spoke of the saVIng m expense by the aboh
tion of Customs duties; but even if you abolished all the duties you would still have to maintain the 
Customs Department for the inspection of imported liquor !-Yes, you would have to do a certain 
amount. 

You would still require the same staff !-I do not think you would require anything like the 
same staff. · 

If the whole of the revenue was raised from land-taxation, you would require a much more 
elaborate system of valuation than we have at present, and more experienced valuers and more 
highly paid valuers !-The valuations once made it would be a simple matter to keep the system 
going. 

No. You would want the same careful inspection of every valuation !-You have got the half 
of that under the present system, when you have the land-valuation system running with the other. 

The force of public opinion, if the whole of the revenue were raised from that source, would 
compel a much more elaborate valuation being made !-I think the valuation could be made by making 
the landowners make their own assessments. 

Do you know that that was tried in Australia and found to be a failure !-I was not aware 
of that. 

Under the Federal Land-tax Act for several years the owners had the right of making their 
own valuations. It was found to be a regular fiasco, and the alteration of the system by the appoint
ment of valuers by the State brought in thousands and thousands of pounds of additional revenue ! 
-Well, in Australia the taxes that they have on land are very small and a quite minor thing. 

No !-There is an exemption of £5,000. Where you have the whole of the revenue raised from 
land-values taxation it would be to the interest of one person to see that the other fellow's assessment 
was not too low. Each would be interested in seeing that the assessments were correct, and I think 
that would make a lot of difference. I think that they would appreciate the system and would 
refuse to have anything to do with Customs taxes or income-taxes. 

Then, as to the. amount. M:r. Fowlds quoted the figure of £16,000,000 as being raised on 
£320,000,000 unimproved value. That £320,000,000 includes, I think, lands owned by the Crown 
and lands owned by local authorities, which are exempt. If you take those lands out, there would 
not be £16,000,000. The revenue raised by the Central Government and by the local authorities in 
rates for the year ended 31st March, 1923, was nearly £20,000,000. They require that revenue. So, 
with respect to Mr. Fowlds's £16,000,000, even assuming that the £320,000,000 would stand, at 5 per 
~ent. on that there would be a shortage !-It would not _make any difference. It would ouly mean, 
1f the revenue was not enough, that after the commumty-created values had been taken taxation 
would then come in. It does not make any difference in principle. 

But it would not raise the whole of the revenue required. In that £320,000,000 the values are 
a good deal inflated 1-I do not think so. I will give you an instance. I bought land four years 
ago at £220 unimproved. The Government valuation was, I think, under £200 on that land and it 
bas never been raised. I sold the section the other day, with a house on it, on a land-valu~tion of 
£600. 

Mr. Shirtcliffe.] Very wrong of you !-I do not think there is any wrong in it. I am willing to 
change the system. I am not out as a philanthropist. 

Mr. Begg.] You have got some more sections, I suppose ?-Yes, I have another one 
Mr. Hunt.] When you sold did you get cash or a mort<>age 1-I got cash all the way down 
Mr. Shirtcliffe.] Is your League a dominion League !-Yes. · 
Have you a large membership 1-I do not know what the membership is. It is not a large one 
Several hundred or several thousand _!-It would be several hundred, I suppose. " 
Mostly mty ~embers !-I do not think so. One man I converted here into this doctrine is a 

farmer, near Chnstchurch. 
Suburban ?-Four or five miles out. 
Mr. Hunt.] He must have his land pretty well mortgaged, then !-I do not know. He is a 

wealthy man. 
Mr. Shirtcliffe.] You do not get many farmers in your League 1-No With rega d t 1 · 

d · t h' h 't 'd th t · h' · · r o easmg an P?Va ~ owners_ 1p, we ear 1 sa1 a pnvate owners 1p 1s such a very fine thing that from the 
owner s po_mt of v1ew the leasehold cannot stand alongside it. Well, if you had nothin but lease
hold land m New Zealand the land would be as well farmed as it is to-day Down · .f K · · h 
land is Maori leasehold, and settlement round Te Kuiti has gone ahead ma.:Vellously m de rntl t e 

hi h · nif I unf · Th un er a system w c 1s rna est y a1r. e leaseholders are calling out about it because th . · 
created value is going to Maoris instead of to white people. e community-
.. Mr. )'Veston) You adruit that the freehold tenure has advantages over ours 2-To h · 

diVIdual, JUSt as 1t would _be advantageous to me if I had the freedom of .the B~nk of Ne i el In
conferred upon me; but 1t would not be to the bank's shareholders There i d'ff w b ea and 
an individual interest and the interest of the people as a whole. · s a 1 erence etween 

Mr. Begg.] As there are only eighty-five thousand freeholders in New z 1 d d 
half a million adults without land, the slow progress of the ideas you enun _eat an atnb, probabl_y •. 

c1a e mus e very dis-
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appointing. One would naturally suppose that the landless would absorb these icl<•ns vor readil 
:~:d w~e :of 1-~l.Ie kt~ouble is that thcr .have gone of! ~he track down to soc.ialism inst~,;;l. 'l'h:y 

a t 1ey t m IS a better propositiOn, but what, m my opinion, is no proposition at all. 

AucKLAND: FRIDAY, 9TH, lllAY, 1924. 
JOHN HERBERT PERCY KISSLING examined. 

-Y!:te Chairman.] You are general manager of the New Zealand Insurance Company, Mr. Kissling 1 

Your company has invested in de~entures issued by municipalities and by compnnics!-Yes. 
You know what th~ present law IS With regard to the taxation of income derived from such 

debentures !-Yes. 
It h.as been su.ggested tim~ a change should be made, and that instead of the income from dobtm· 

tur~s ben~g taxed m the way 111 winch It Is. taxed now such income should bo treated as part of tho 
ordmary. mcome of the taxpayer and taxed m the same way as the rest of his income. Can you give 
us any ~dea of how .such a change would operate !-Provided the general income·tax is reduced 
substantially, mst1tutwn~ such as ours would welcome that change. lt is the heavy income·tax on 
comparues at present whwh they feel so much. We have two sources of revenue-namely, business 
(underwriting and profits) and returns from mvcstments-and we would prefer to sec a considerable 
reductiOn m the general mcome·tax that we now pay, even if we had to pay a little bit more on our 
interest on such investments as debentures. 

In the conditions Y?U mention you~ company ~auld welcome a change such as that suggested 1 
-Yes. At the sa'."e time, an alteratiOn m. the mvestmcnt side of our business is not pleasant. 
Investors do .~ot hke these contmual alteratiOns m such settled stocks as municipal or company 
debentures. Ihe present very lngh rate on debentures, 4s. 6d., prccludl's companies such as ours 
from investing in them. 

Is it the small investor who invests in debentures of that kind !-Well, he can invest in them 
because he gets a proper return, and gets his drawback from the Commissioner provided the rate of 
his tax does not come up to the maximum. 

Mr. Hunt.] Your investments are divided into three classes-viz., mortgages, local-body 
debentures, and war-loan stock !-Yes. 

War-loan stock is tax-free. I suppose in making your investments you look to the net return 
and not to the gross !-Yes. 

You calculate the income-tax in the rate of interest!-Yes. 
Has this high tax on your business affected your investments in mortgages ?-Very scriou•ly. 

We desire to lend on mortgage, but the high rate of taxation precludes us absolutely. 
How does the amount you have now invested on mortgage compare with your investments in pre~ 

war days !-It is very considerably reduced now. 
I suppose your total investment funds are greater !-Yes. As a matter of fact, our company 

could not lend on mortgage and pay 5s. !Od. in the pound tax. Our directors are averse to charging 
more than 6l per cent. 

Do they think that is as much as the farmer can pay !-Yes. 
And that does not leave a net rate sufficient for you !-That is so. You have to take 38s. off 

that, which leaves £4 12s., and we can get £-1 16s. 3d. to-d?Y• and in 1938 and IU3U war loans. 
So that you do not lend on mortgage now at all !-" e can only lend through our trust estates, 

and it is a position we do not like. We would prefer to be assisting the Dominion by advancing 
money on mortgage. It suits our underwriting side, but at. present it docs nor suit out interest side. 
It would assist business, and we could help the Donumon m that way. 

Mr. Weston.] The market price is based on the net return !-Yes. 
So that there has been a tendency during the last few years for the price of Government stocks 

and debentures to approach a parity with the net return fro~ mortgages; they arc getting ne":rer 
than they were !-Yes. While institutions would. look for a priCe that would return them somethmg 
in the nature of 5 per cent. net, I thmk our mumCipal stocks are down to about 8 per cent. 

You invest in Federal Government bonds !-Yes. 
I understand those are giving a net return free of tax !-Yes, £6 9s. · 
And they are a very handy form of security for a company like yours because they are so liquid 1 

-Yes, just as liquid as our 1938 and 1939 bonds. 
And some of them are short-dated !-Yes. 
Supposing the company-taxation could be substantiall~ reduced, and that. the limit. could be 

pulled down to 4s. 6d., would you not recommend an alte_ratwn-mther a reductiOn or an mcrcase
in the present rate on debentures of 4s. 6d. The suggestiOn has been m~dc by some witnesses that 
the interest from debentures should be subJect to the same rates as other mcorne. That wou~d rpean 
an increase in the present debenture rate !-Well, If you reduce the mumCipal rate of taxatiOn you 
are going to get less revenue. . . . 

The idea js fair: the debenture rate is 4s. 6d. on new Issues, whereas the hm1t of the graduated 
tax is 5s. IOd. !-Y cs. . 

Supposing it was possible to pull that 5s. lOd. do":" to 4s. 6d., '."auld you rccommc.nd any 
alteration in the rate of the interest on debentures pendmg that reductiOn !-1 am not qmte sure 
whether I understand your question. . . 

The Government have been aiming at a reductiOn of the present taxat!on. We have bad ~he 
· tax rate pulled down from 8s. 9d. to 5s. IOd. in the pound, and I take It that we are all hopmg 
~~~~n;,re limit will be further reduced. Do you think it would be advisable to increase the present 
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rate on debentures, which is 4s. 6d., in view ·of there being a likelihood that the maximum rate of the 
graduated tax may come down to the neighbourhood of 4s. 6d. ! Is it worth while makin& a c~an~e 
to cover a period of two or three years !-Well, perhaps the best way I can reply to that IS th1s: 1t 
will not tempt large institutions to invest in municipal debentures at 3s. even. If they have to pay 
5! per cent., and they are going to pay a tax of 3s. in the pound, that is 16s. 6d. off it, which brmgs 
down the return on that investment to less than what you would get out of a tax-free investment. 
So that 3s. in the pound would not assist the large investor. 

Supposing you increased it, what is the view of business institutions to frequent changes in the 
rate of taxation on a particular form of security !-On municipal debentures they would almost think 
it was a breach of faith. 

But that is not an interference !-Or to make them retrospective. In general, I suppose it would 
pay us to bear a little additional burden in that direction provided the income-tax is substantially 
reduced. 

llfr. Shirtcliffe.] In your view, would there be any justification for the claim that it would be a 
breach of faith if an increased tax on debentures were made retrospective : would there be any 
justification for that !-Well, the public generally are looking for a reduction in taxation, and not 
an increase. 

But they have had preferential taxation for years in connection with these debentures !-But 
not very often. They are induced to go into those investments on favourable rates. 

But with the knowledge that the rate may be altered at any time by the Legislature : that is a 
risk that every investor takes, is it not !-Yes, that is so; but investors in municipal securities vary 
in the taxation they pay. It does not press eveuly. 

Would it not press more evenly if the tax were made to harmonize with the tax on other sources 
of income !-It would, undoubtedly, if the Government had not given them special preference. 

Having given them special preference in the past you do not see any reason why it should be 
continued in fairness to the community !-Except for the general effect it bas on the investing public 
in having special investments annually changed. 

We are in hopes that this will be the final change !-Well, capital is easily frightened. Take 
the position of mortgages at the present time : we have constant appeals for money, but legislation 
has put us in such a position that we cannot advance that money. 

At 6! per cent. !-At 6! per cent. 
Does not it come to this: that owing to the opportunities you had of investing in tax-free war 

loans you can get a higher net rate of interest than you could by lending money on mortgage at 6! 
per cent. !-They are all governed by that £4 16s. 3d. 

On the other hand, if you raised your rate to 7 per cent. you would get slightly more than you 
would get from tax-free war loans !-And there would be the difficulty of the collection of interest. 

Do you think, ~lr. Kissling, that the uncertain values of land during the last few years have had 
anything to do with the reluctance on the part of lenders to lend on mortgage !-Since 1921 there 
has been a marked change; there is no doubt about that. 

And lenders have been in a state of uncertainty as to what was the real value of rural lands !
Yes. 

So that that has made it more difficult to satisfy borrowers !-There is that side of it. 
It does not apply so much to suburban lands because there is not the same uncertainty as 

regards the values of city and suburban securities !-That is so. . 
. 8o that we may say that until rural lands reach s~able values based upon their capacity to produce 
1t w1ll be difficult for borrowers to obtam the1r reqmrements !-Yes, that is the ideal position, if we 
could get that. 

!t is because you have not r~ched that position that borrowers are finding it more difficult to 
obtam the necessary accomm?datwn !-The fact that our lending at 6! per cent., with that 5s. lOd. 
m _the pound tax, does not g1ve us a return as good as the 1938 and 1939 bonds-that is the main 
pomt. 

I qnite see that. The better investment offered by tax-free war loans has driven you from 
lending money at 6! per cent. !-We get a better return. . 

And therefore it is preventing you from lending at 6! per cent. !-Yes. 
Very_ well. N?w, what. red~ction in the maximum rate would you consider necessary to again 

put you m a lendmg pos1t10n m regard to mortgage securities !-Provided we can get something 
over the war-loan rate of mterest, plus the certamty that we are not gomg to have this income-t 
continually chanfied. That is one of the difficulties that lenders h'!ve at present-the uncertain~x 
as to the durability of the tenure of the present taxation-how long it is going to be for. y 

Let us calculate that: the present maximum is 5s. lOd. in the pound. What is that on 6! er 
cent. !-That would be 38s. off £6 lOs., or £4 12s. - p 

.· Supposing, for the sake of argument, you got it down to 4s. 6d. ; 29s. 3d. from £6 lOs. ; that would 
g1ve yo~ 6 per cent. That would be sufficient to send you back to mortgage securities, because it 
would g1ve you a rather better return than tax-free WAr loans ~-For sound mortgage s ·t· 

d 'd d 1 d · · ecun 1es yes an prov1 e we 1a some secunty that that rate would not be altered ' ' 
It is the uncertainty of the continuance of the tax as against the fi~ed contract you have with 

the Government w1th regard to tax-free war loans !-Yes. That is our lighthouse as it w h 
£4 16s. 3d. which has been obtained. . ' ere-t e 

It comes back to the suggestion I made just now about the uncertainty of land- 1 A 
able from your general knowledge of the position of the country to-day to indl'cat vta uesl. t re you 

rt f th t f · t h . . e o w 1a extent apa rom e ra e o m crest, t e present uncertamty regardmg the real valu f 1 d · ·1· · ' · h 1 d' f c o an 1s m1 1tatmg agamst.t e en. mg o mo_ney on mortgage !-No, I do not know enough about it. 
It IS a d1flicnlt que•twn to answer, I know !-I could not answer it. 
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Representatives of Auckland Chamber of Commerce 
Martm, H. W. Hudson, A. G. Lunn, and J. R. Rendell. 

B.-5 

in attendance, consisting of Messrs, A. A. 

ALF~ED ANDREW MARTIN, President, Auckland Chamber of Commerce, examinee!. 
The Cha~rman.] You wish to make a statement do you not w'th rd h · · 

Chamber in ~espect to this question of taxation 1-'I just want' to 'ma~:g~ t~. t .e posltJOnl of y_our 
We are appearing b f th C · . pre 1mmary oxp nnnt1on 

. . e _ore e ommiSSwn to express the views of tho Council of our C!uunber i~ 
c1n'!ectl~n bth t~~atlon. We have a Taxation Committee, and the actual eviclcnco from our point 
o VIew as een e t to them to place before the Commission. That is all I hnve to say. 

HAROLD. W. HUDSON, Managing Director of 1. D. Nathan and Co. (Limited), Immedinto Pnst 
President, Auc~land Chamber of Commerce and Associated Chambers of Commerce of N w 
Zealand, exammed. " 

. ~he Chairman.] The Taxat~on Comm_ittee of your Chamber has gone into the question of tax
atwn .-Yes. V!e have a sta'!dmg committee on the subject. 

. _That comm1t!'"e has gone mto the question and is prepared to place its views before the Com
miSSIOn ~-Yes,· su. 

. Have you prepared a statement 1-It is really only notes, and I would ask to he allowed to 
mterpolate as occaswn reqmres. 

Just go through the notes and do what you think necessary as vou go along 1-y cs sir It 
rea~:- • ' ' 

"! ~m deputed by the e~ecu~ive of the Auckland Chamber of Commerce to present to this 
Comn;usswn a statement of thmr VIews upon some of the questions under your inquiry und to say 
the VIews so expressed (unless otherwise specially qualified) are those of probably 95 per' cent. of our 
members." 

I may remark, in passing, that these views were drawn up, so that our Chamber might know 
exactly of what I was going to speak. 

"Briefly, we ask for amendment of present methods of assessment for land and income tax in 
respect of the following.: (i.) That ~he p~csent. practice of_ assessing public companies for income· 
tax be ~mended by be~g brought mto lin~ With that umformly adopted in every other British 
commun1ty-by perm1ttmg deductiOn of diVidends from companies' assessable income and instead 
including them in that of individual s~areholders. (ii.) That assessable income fro'm ai;Y sourc~ 
whatever should, as to the rate of taxatiOn, be placed upon the same footing. (iii.) That State and 
municipal und?rtakings in ~ompetition with private enterprise, or entering fields of activity usually 
covered by pnvate enterpnse, should be subject to the same rate of taxation as privately owned 
ventures. 

"We beg to submit the following reasons in support, taking the points raised seriatim:-
" 1. Assessment of Public Companies.-We take exception to the present on the grounds 

following :-
" (a.) That inasmuch as the present practice in effect imposes the same rate of taxation upon 

the proportion of income earned by the capital of the smallest shareholder as upon that of the wealth
iest it transgresses the basic principle underlying our fiscal legislation, which requires the apportion· 
ment of the load of taxation to the individual taxpayer's capacity to bear it. We are, of course, 
aware of the relief nominally afforded the smaller investor under section 37 of the 1917 Act, but 
which in operation is illusory, and of the furt.her stock argument that a registered company is a 
separate entity and therefore should be treated as such, but we respectfully submit that in lace of the 
importance of the question raised the latter contention is too obviously a legal quibble to be per
mitted to cloud so important an issue. Nor do we overlook or underestimate the opposition which 
may be offered to reform by preferential shareholders, or the necessity for providing for taxation of 

.. undivided profits, _or the difficulty in distin!,'11ishing in taxation between dividends out of past and 
immediate profits." 

Perhaps I may mention here that my firm are in the fortunate, or unfortunate, pooition of coming 
under the highest graduation whichever way it goes, so that we are not interested one way or the 
other. Personally, I do not own a share or a foot of ground, and, as far as my wife is concerned, we 
own the house we live in, and-she has 275 preferential shares in a mercantile venture. That i• tho 
extent to which we are interested. The statement goes on :-

" (b.) That the present method is economically unsound in that it involves immediate appro· 
priation by the State of a very large proportion, if not tlw whole, of the surplus profits, which otherwise 
would become available as working capital for the extension of an industry and for the production 
of further taxable income. On the other hand, taxation of the same profits after passing into the 
shareholders' hands would, by permitting the payment of better dividends, encourage more general 
reinvestment, or in times of stress such as the present, when the weight of taxation borne by com· 
merce and industry is even now not fully understood, wou!d bring home. to the _investing public a 
more general appreciation of the necess1ty for personal thnft. Under eXIsting Circumstances these 
considerations cannot apply. . . . . . . 

" (c.) That in its operation the present practice ':' con_trary to pub!w ]~olicy, smcc by 1ts. heavy 
differentiation against the earnings of registered c~pital, m contrruh~tmcho~ to that unrcgiJ!tercd, 
it penalizes the mobilization of resources so essential m. the promotiOn of mdustry li!'der modem 
conditions. The anomalous character of the present practiCe becomes at once apparent If It be borne 
in mind that, notwithstanding the obvious desirability from an ~vcstor's poi_nt of view of the definition 
of individual interests by registration, shareholders ?r partners m an_ unregiJ!tered venh:'re, employmg 
the same capital returning the same amount of mcome as a regiStered one, may m concmvable 
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circumstances be liable for only a third of the taxation chargeable against the former, or even escape 
altogether. Anticipating advancement of the tinle-worn plea of justification upon. the ground of 
necessity for raising a definite amount of revenue, we may say at once we do not adm1t the adequacy 
of that reason for the retention of the present unfair, uneconomic, and anomalous practices complained 
of-at any rate, until all possible and more equitable alternatives have been inlpartial!y examined. 
Therefore, before recourse be had to the obviously final alternative for maintaining the existing 
revenue from this source by a readjustment of the scale of graduation, we respectfully submit the 
effect should be first ascertained of bringing into force the desired reforms, for we feel assured these 
would result in bringing under an increased graduation more incomes that now escape at the lower 
rates than is generally realized. We further suggest that a closer ' combing out ' of the small incomes 
would reveal a further substantial taxable amount, and that such ' combing out ' would be greatly 
facilitated by a measure of decentralization in the collection process-in appointing local ' Super
visors of Income-tax' on the British model." 

We are, of course, aware that there is a supervisor in the main centres, but it would necessitate 
far more appointments if you were going to comb out the subdistricts. Men would need to be 
appointed who were acquainted with local conditions and local residents. The statement goes on :-

"Though usually regarded by the proletariat as a ' class ' levy, we regard the income-tax as the 
fairest of all inlposts to all classes alike, and we venture to suggest that a reduction of the present 
exemption limit (the highest in the British dominions) from £300 to, say, £200, retaining existing 
allowances for wife, children, and other statutory dependants, would leave the married man in 
practically the same position as at present and go some way towards equalizing or tapering off. the 
existing unfair and entirely unwarrantable advantage of the single one under the application of the 
'living-wage ' theory as now in force, with great advantage to the latter's sense of responsibility as 
a citizen." 

Is it permissible at this stage to remind you that 75 per cent. of those men drawing the so-called 
living-wage have no dependants at all ! 

The Chairman.] Is the percentage so high as that !-It is 73 per cent., to be correct. There are 
11 per cent. that possess the qualifications or responsibilities which warrant the application of the 
living-wage theory, and there are 16 per cent. that have responsibilities in excess of the living-wage, 
and we have to lay a course on that. 

Mr. Weston.] That is, a wife and two children !-A wife and two children, or other statutory 
dependants. The statement proceeds :-

" 2. Application of a Uniform Rate of Taxation to all Income from whatever Source derived.-In 
framing this portion of our request we had in mind the preferential position still occupied by public
body and other debentures, a position so anomalous and indefensible as to cause the averagely 
intelligent taxpayer to wonder why it was ever permitted or allowed to continue for so long. Its 
existence has been responsible and is still responsible for the diversion of much needed capital from 
our productive rural industries to the relatively unproductive amenities of the city. The position 
of co-operative undertakings in relation to liability for income-tax, we submit, c'lls for att<mtion. 
It is generally understood that these distribute all surplus earnings by way of bonus or otherwise 
amongst members, who themselves are now exempt from income-tax. If thisJ,e so, what is to be 
the position of those co-operative dairy associations, for instance, who own azi,l operate coal-mines, 
timber-milling plants, and other industries-not only for their own requirem~,l11 s, but dispose of the 

· surplus output in the open market in direct competition with others paying f..ll taxation !" 
I may say that that point was brought under our notice at the Conference of the associated 

Chambers. I do not know whether we are correct in stating it in this way, but that is the point 
that was raised. The Waikato Dairy Association was stated to be mining more coal than they required 
for their own ilse and putting it on to the market in competition with other mines that are paying full 
taxation. 

"3. The Taxation of State and Municipally Owned Enterprises.-The increasing tendency of the 
State and municipal bodies to embark upon activities hitherto covered by private enterprise iS"" 
raising this question in an acute form. Apart from the manifest injustice to individuals involved 
in permitting such undertakings with their wide statutory powers to thus crush competition the 
question has a wider bearing, inasmuch as every shilling of taxation so remitted must necessariiy be 
replaced from other sources and too often made good by country residents and others who cannot 
participat.: _in th~ amenities created. Cases in point are those of our own Electricity Department 
m c~mpehtwn With the local Gas Company, and the city tramway service in competition with private 
earners.'' 

Here again I will interpolate a personal note. My firm never owned a tramway share, and they 
do not own a gas share. 

•: For inst.ance, in t~e-first case the power to levy a non-consumers rate alone constitutes a 
crushmg handiCap upon 1ts competit_or, and incidentally, though perhaps indirectly, increases the 
load upon those who must use gas, smce the volume of production is a factor in distn'but'v t " 

I t . · th p th h' 1 e cos . no iCe m e ress at t lB non-consumers rate which I mention has not been br ht · t 
force, but the right to levy it exists, and the menace is always there. oug m 0 

"In the case of the second instance cited it is common knowledge that the or1·.,.; 1 
II d . ' . 0 .na owners or 

promoters we~e.?ompe ; to surrender theu ~dertaking_chiefly_ through refusal of the local bod to 
concede penn!SBJOn to mcrease fares proportiOnately to mcreasmg working-costs It · d toy d 
th T C t th t . . . . 1s un ers o 

e ram way omp~ny a a ~lffi~ was paymg mcome-tax somewhere in the region of £30 000 per 
annum. A factor m the negot1atwns for surrender of the service and one m h h ' · d t 
h · b h · f f h · . • uc emp as1ze a t e tnne y t ose m avour o t e transactwn, was the lffimunity of municipal und rt kin f h · Inff ht' · eagsromsuc taxatwn. e ect, t a lffimumty, supplemented by an increase in fares subsequently adopted, 

though refused to the former owners, enabled the new ones to concede the staff th t · · a mcrease 1n wages, 
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inability to allow which out of earnin"s under the old schedule I ad b · · . • 
causr- for surremlt~r. but t•xemption fro~l taxation was . . l P<'n .origtnal~y tlm compt•llinR 
upon which the City (' ·1 r f I . at the outset and shll constitutes tlw mnr~~n 
. . . .ounr.1. T(' le~ or a surp us of mcomr ovt>r working-roHts. 1'1u• l"f'rf'ntl . notifit•d 
:~::;;:~~~v~.f et~e ely ~~;n~crl to lll~tall motor· bus servicc•s in com!'etition with those in ,.;istt•nre--

1 ld rld 
.clhentt y e a felt \\ant-but accentuates the unfmrn<•ss of the J>rl'sent JlfiWtir<• arrcl 

s wu a we1g to our protest." · 

"'That. is a m~asure ''~hich_ is just ~oming into forcr. The City CounciJ have ordrrl'li tt•n motor
bus,~1whHh ~b~?uslf wrll wrpe out, rf they are reasonably wellmanai(Pd, the local sPrvic<• rnt.il'l'ly. 
If r. "~ .] ~mp Y through taxntwn ?-Sun ply throul(h taxation-tlwir innnunih· from taxntion 

t 
yot~ examTmh e t e last figures sent m by the City Council you will S<'e that. u11• n;nr~in is ilmt of 

axa IOn. e statPment goes on :-·· 

I a ~~ \Ve are, of coursr, aware that municipa~iti~s bas~ their claim for CXP'ntption from tnxnt.ion 
ar~e '! upon the ground th:'~ St:'te property w1thm thPrr borders is fn•e from rntes, but we would 

snbn;1t that th~ lattercondrtwn Is common to every public body, Jur~e and smu'll, in the Dominion, 
and Is. certat~l) no_ vahd reason for a contmuancc of present conditions, which constitutP a dirl•ct nnd 
undesrrable mc~nt1ve to local bodi<•s to und.uly ~iden the scope of th.,ir activities at tlw <'Xfl<•nso of 
the ratepayers .. Our fish-market IS a case m pomt. "On the question of land-taxation W<' hesitate 
to express our .vrews m the same un9ualified manner. We recognize there may be legitimate jlroundH 
for drfferences m opmwn-a concessiOn we are not prepared to make in rcJ!ard to the mut.tem u.lrl•lllly 
touched upon. We would, however, support the reported views of the Commissioner o! Tuxl's, to 
the effe?t th~t lan~-tax (whatever may be ultimately decided upon) should be aHRPssed in som" sort 
.of relatwnshrp .to mcome-tax, whi~h we regard as the fairest tax o! all, both to city and country, in 
1ts ready capae1ty for eqmtable adjustment." 

!n that connection we fail to see wh;v the farm~rs: income-tax should be rebuted. We quite 
admrt that there may be ground for rev1s1on of the mmdence of land-tax on agricultural int1·reHts 
and so forth. We ~o not consider we are in a position to express a d£>finite opinion on that; but w~ 
do feel as comn:erCial men t~at the income-tax is the fairest impost, and we see no reason why it 
should not contmue to be pa1d by the farmers, provided that adequate regard is had to any burden 
they may be under in connection with the land·tax. The statement concludes :-

"Especially would we urge that land employed in the creation of taxable income be tn•ated for 
taxation purposes in town and country alike. We can sec no logical reason for diffrrentintion." 

Following t,hose remarks, I desire to make a point that I overlooked in connection with t.he 
debenture-tax. There are undertakings here, or there are investors, who by the manipulation of 
thrs. measure are able to escape quite a large a~ount of income-tax. A caRe waH brou~ht under my 
nohce. A Queen Street property was sold-I thmk the figure was £97,000, but I am not quit<• certain. 
The astute owners would not take a mortgage. They took a debenture over the whole und<•rtaking. 
Almost next door was a similar property, on which was paid the ordinary mortl(age·tax. The differ
ence came to very nearly £990-£990. This case was broutzht under the notice o! our Chamber. 
I can give you the name of one of the places. The solicitor for that undertakintz was about aH shrewd 
a man as one could get here, and it was put up to my company that we might perlutps finance by 
resorting to those tactics. Another point: We frequently find when the tax returns come in that 
there are alterations in the valuations of which we have had no notice. We refer to the Valuation 
Department. All that they can say is that notice was sent, and we can say that we did not get it. 
Another point-and these are personal views of my own-is the unequal manner in which RHIWSf\ments 
are made. I can give yon three cases in point. The late L. D. Nathan had a property in Kawhia
two, in fact. He sold one. That was a bush section, of very broken land. The unimprowd value 
of the section he sold was lOs. an acre. He died about 1908. The other section we sold as Hoon as 
we could. We were rated at £3 an acre-t,he same land. We protested, but ineffectually. We Raid 
it, and directly it was sold the valuation was reduced to lOs. an acre. We sold a property at Okoroirc 
known as the Chicken Farm-one of our disastrous ventures. It comprised about 500 acres. We 
protested against the valuation of the improvements, which affected the rating. But no; the local 
valuer's view was that the valuation was a fair one. We sold the property to Mr. Harrison, and the 
valuation of the improvements was dropped, he told me, by £3,000, but I do not think it waR as much 
as that. At any rate, there was a heavy drop directly h~ bought. Another case. We ~old Sectio~ 21 
at Rotoma, consisting of about 5 acres. We had held 1t smce Rotoma was cut up. fhe valuatwns 
varied. The firure was £1,200, and it was raised to £2,000. We protested, and we got it cut down 
to £1,200 again~ We could not get an offer fo~ it .. At last we sold it .lor £1,250 on fai_r terms. :rhe 
buyer paid £500 deposit, and was to pay ~750 rn SIX months. Immedmtely the val~atron was rarsed 
to £3 300. I believe the valuation was ra1sed before we sold, and we drd not know 1t. At any rate, 
the u~fortunate buver was astonished to find the valuation rai.•ed so mueh, and he intimated to UH that 
he would forfeit his deposit, and that anybody. else who .liked could hav? the property., We did not 
want that, and by dint of persuasion we have md~ICed h1m to keep to h1s purchase. \\e. have g.rven 
him longer terms, and he is going to try to work 1t; and I belreve he has got the valuatron do~n to 
£2,500. But there is a discrepancy there that should never have occurred rn the case of a prac~JCally 
unimproved section. Another case. We sold the Central Hotel here th? other day. We srmply 
could not make ends meet. We are taxed on a fa1rly hrgh scale for mcome-tax and land-tax, 
and the land-tax on the Central Hotel, speakin!l from memory, was about. £900. The people 
who have bought it will not pay a quarter of the ~ncome-tax that We were paymg. yte wanted. to 
provide a high-class residential house, but the earnmgs of the houRe were taxed on a h1gh sc~le w1th 
the rest of our income, so there was nothing left, and we ~ad to cut rt out. yte have passed 1t on ~ 
the usual hotelkeeper, who will make what he can out of rt. We got rrd of rt, and we ~re money m 
pocket by doing so. Another point, apropos of that case at .Rotorua. If a leaseh~ld rs overvalue-d 
for land-tax we cannot ask the Government to take it over. It IS not on the same footmg as a freehold. 

21-B. 5. 
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At any rate, the buyer was blocked. I should like to say that •ince we carne into the room this 
morning the following letter from the Dunedm Chamber of Commer~e h,as been handed to us by the 
Secretary of our Chamber: " I am directed by the Council of tlns Cha~nl~er to forward . for your 
information enclosed copy of letter winch lias bel'n addressed to the Comnusswner of Taxes m regard 
to two cases of hardship. due to the fact that the Department has refrained from enforcing prompt 
payment of land-tax from the original owners and is now claiming the amount (wit.h penalty) years 
later from the present holders of the mortgages. Probably there are similar cases in your district, 
and my Council will be glad if you can support the protest that has been made." 

Mr. Weston.] I do not think I have any question to ask, in view of the Chamber's definite views 
about company-taxation. · 

Witness: We have worried over this long enough. I will candidly admit that Aucklanders cannot 
understand why the present system goes on. It may seem that we are obsessed with our views and 
cannot absorb other people's, but we cannot understand why the present methods go on. 

Mr. Weston.] Let me ask this: With the burden of taxation as it is at present, do you think there 
is a sufficient reserve of taxable capacity left in New Zealand to provide for an emergency ?-That 
is a difficult question for a layman to answer. Even from the infonnation that comes under our own 
notice we feel that there is a good deal more here. At any rate, we take this ground : that Fiat just
itia, ruat c'lJlum is the motto that should first be observed in this connection ; and we feel that until 
we have worried out all the collateral sources of income we have no right to increase the load on 
individuals. We are all carrying a fair load now. And there is this suggestion of ours to lower the 
exemption. 

Supposing we had a national misfortune ; supposing that we had to go into another war or that 
we had a very bad attack of foot-and-mouth disease among our dairy herds. Do you think there 
is a sufficient reserve of taxable capacity in New Zealand 1o enable the Government to impose a 
heavy tax to meet the emergency ?-Obviously we should have to do that. 

Do you think it i• there !-I think so. 1\find you, we should be the poorer for it. Those com
pulsory war loans have dragged the working capital out of the country and crippled us. But it would 
have to be done. At present there is as much extravagance and spending going on as if we had no 
taxation at all. A lot of our industries are doing very well, and a lot are not. Some of those with 
a heavy protec.tive tariff are making nice profits, but others again have a hard job to make ends meet. 
As business men we want to know not only where we are, but how we got there and where we are going. 

Mr. Shirtcliffe.] You do not suggest that. companies should be relieved of tax altogether ?--No. 
Only on the dividends ?-We recognize that theoretically the fairest way would be to divide the 

profits up in the ratio of the shares, but that is a long job and is impracticable, really. It would be 
too expensive and cumb.rsome, and we re.cogmze that we have got to sacrifice something : but if we 
could get dividends taxed and leave the company to be taxed on the residue, that would be a fair 
thing, and we think it a fair sacrifice to make. 

You would tax companies on a graduated scale on the undivided profits ?-It may be said, would 
not that set a premium on the distribution of all your profits and cripple the business ? But it would 
not be so, because usually the largest shareholders are responsible men who have the welfare of the 
undertaking at heart, and they would not consent to the depletion of capital unduly. 

Would you suggest that the graduation on the undivided profits should be scaled according to 
the total profits !-No. You would be practically reinstating the handicap that the company is 
under now. 

Except that the graduated tax at the full rate according to the total profit would only be paid 
upon the undivided profits ?-I cannot see the logic of that . 

. You do not.su~gest that ?-No. We would be quite content as a compromise to suggest tax
ation of the und!Stnbuted profits on the graduation that those profits would carry were they in the 
hands of a .Private individual. We wish to get away, if we can, from this handicap on the ni.obiliza
twn of capital, which we feel is undesirable and impolitic. 

Take the case of a company that has had one or two good years and carries forward undivided 
p~ofits on which it has paid its graduated rate, and then meets with a fairly bad year· but it still 
Wishes.to P~Y. its ~ividend, and it pays it out of its reserves. How would you deal with that ?-We 
are qwte willing, If we can get any reform, to throw that overboard too. 
. You would even submit to that double taxation !-We would submit to something of the sort 
if we could get back to this principle of individual taxation. 

~r. Rendell: Mr. Hudson looks round to me and asks for confirmation. I am not sure that in 
agreeing to the undivided profits being taxed it was understood they would be assessed only at their 
rate, not at the rate of the company's total profits. 

Mr. Shirtcliffe: That is the point I wished to get from Mr. Hudson. 
M~. Rendell: It is 6nl:r on the undivided profits, not on the total profits of the company 
Wttness: The graduatiOn would be on the balance of undivided profits. Then if d'' 'd d 

profits fol'll_le~ part of a subsequent di~i~end~ the shareholder receiving those would be li~~e I~~ ~e 
taxed on his Income altogether. That IS Inevitable, unless you are going to load up the r f 'th 
a great deal of detail. e orm WI 

Mr. ShirtcU!fe.J. I gather that. you base your claim for this alteration in the incidence of taxation 
as a matter of JUStice to cornpames ?-Yes. 

You leave out of account the interest of the individual shareholder ?-It is in justic t th bl' 
generally and the private individual-the small investor. What we want to get at . e t 0 epu IC 
general investment. .Is o encourage 

In what way is the general investor suffering an injustice at present ?-We \"I'll t k th f 'd · £ h , . . · · • a e e case o a WI ow puttmg 1,000-t e amount of her husbands hfe msurance-into Northern St h' 
Company shares, for instance.. The income from that investment is taxed at the same rate e:::'ili~~ 
of a man holding 20,000 shares m the company. 
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. Is it nowl! The company pays the tax, and after aU th ·1 · 
m order that in combination with lar"e block,' f . ·( I c WI~ 0~~ puts lwr monoy mtn tho company 
dividend that she could not possibly ;et if sh 

8 ~ .• ~"~' ~' ~~~ 11

1 
y, she may be a hie to obtain u 

that she is going to get vcr consid<"rabJ d c nc . ~ l.nn . e t te mont~y .ht•rst•lf. Sho rccn~ni?.t·~ 
is the limited liahility, and i;,c ad ''antag:s ~i;::\~.f..e~;~,'~' estmg the mrnt•y m th~ company. 'l'lll'n• 
She expects to get the same rate of d'v'd . ; . '"enormous trac mg-capamty of tht• company, 
She gets what she is looking for-tha~ ~ e~ld on her £1 ,00~ as tht• largt•Rt shareholder, and slw I(<• I.• it .. 
company. In what wav is slw suffcrin~s,an ~~lJ~~~~~ :~~-t idtiVIdfP!Jd ns thr lll~gt'Ht shnrdwhlt•r in tho 

Surel 'l-Thc unfa·- t-. • . c. • s . n fiir arhrunwnt ! 

We wt'll syay. th r f1rness otf that. argument 1S prohubly best expoHcd if we take a smallt•r """' 
e e are our par ners m a busm • ·s 0 I' d 1 · · · · in the business vn t , h . . J ~ S • lle lllllD C INI, fill liS Wl<fOW Jt•n Vt>:i ht•r IIIOIH' y 

capital as her husba~~ \~as ~r position t wre ! Is she not entitled to tlw sanw tmalmt•nt. of h..r 

. t Co~~ne yourself _for the moment to the instance I have suggested-that of u widow puttill" £l 000 
~:~ ~ Igg ~~pan/ /t orde~ tl~at she may get the same rate of divid<·nd as the largt•.•t slm;hol;l<'r 

e e .1 · e_ me w et er you think that this might not eventuate. I do not !mow that it 
would apply If t~xat1on were levi_<'d on undi,•idod profits, but I was goiniZ to put it in this way~~ .011 . 
that 1~0. men With £500 each m1ght combine and put their £50,0110 into a company for th~ ,11 ;. >oH<: 
of mob1hzmg thmr cap1tal for tradmg. Sav, they make a ]>rofit of £Ill (J(JIJ ,,.,11·c!J 1·" 1 t 1 

1 1, 1 Tl Id. . .· . . ' ' 10 lllrt'llNOIIU) o. 
htey wou escape mcome~tax. They might d1stnbute the whole of that £10,000 in dividt•luiH and 

t at w
2
ould all esc~pe taxatwn. The _country would get no taxation from an undertaking of that,kind 

at aU .-But the mcome would fallmto the hands of men who normally would pay no taxation in 
any c~se, and why s_hould the1r earnmgs be levied upon because they happen to be in t.Jw al(gr<'gnte 'I 
That 1s the very pomt at Issue. 

Because they are getting those eno~moiiS advantages that belong to a com puny!-We have 
heard tha~, and we have trted to look at Jt from that point of view, but we fail. We may be dcnHc 
but we fat!. ' 

Mr. Begg.] You mention that you are in favour of a uniform rate of taxation-th~t is that income 
from debentures should _carry the same taxation as income from any other source. Very many local
body loans have been rmsed by the 1s~ue ?f debentures carrying tax at the rate of 2.•. 6d. in the pound, 
an~ when the rate was ra1sed to 4R. 6d. 1t was not made retrospective. Do you think that the l<'giH
latwn should be made retrospective w1th regard to those issues 1-Ccrtainh•. W" could not undt•r•tand 
why it was alter~d. As president of the A~sociated Chambers, 1 had a tt;lcgram handPd to me 011 the 
Wellington Statton as I was leavmg, statmg that tins appeal had been made in Duner!i11 . I im
mediately wired back that it was illogical; but eventually Dunedin was able to get it through. But 
we considered it unfair. 

You would not consider that it would inv?lve any breach of faith, express or implied 1-No more 
than m the case of the mortgagee. We cons1der that the mortgagee should be on the ••me footing 
exactly. A debenture is supposed to be a mortgage. 

It was recognized ?Y some of tho_se who issued company debentures at that time that it might 
n?t last, a~d t~ey put m a clause linutmg ~he payment to 3s. in the pound. They evid<mtly rpcog
mzed that 1t m1ght not last !-Just so. It 1s a surpme to us that it has lasted a• long a• it has. 

ALFRED GEORGE LuNN, ex-President of the Auckland Chamber of Commt•rce, examined. 

The Chai?7nan.] Are you on the 'l'axation Committee of the Chamber 1-Yes, sir. 
Do you wish to say anything in support of the views put forward by Mr. Hudson !-Yes. I a1u 

sorry that I have got , but you know what we have on hand just now-namely, the vi•it 
of the Special Squadron, and my time is very short in consequence. But I shoultllike to say, briefly, 
that Mr. Hudson and the Taxation Committee have very carefully gone into all these points, and you 
have really as clear a statement in tJ,. case he has presented to you as anything could possibly be, 
and that statement really embodies the unanimous opinion of our Taxation Uommittec. To make 
quite sure that we were not going beyond the bounds of what we might claim for the Chamber, at 
their luncheon a fortnight ago I read out the headings that you had placed before you by Mr. Hudson 
and asked, if there was any possible objection, that they should make it known then or by letter to 
the secretary. We had a fairly large attendance, a11d there was not a single dissentient.. The only 
thing I should like to emphasize to the Commission is that there has been for a considerable time
for two or three years-a strong feeling in the Chamber that the present incidence of income-tux in 
regard to companies is not only unfair and unjust but immoral, for the reaBoll that a number of 
people are able under it to pass their taxation on-I wiU not say the whole of it, but probably 75 per 
cent. at least can be passed on. If it is a manufacturing firm that passes on to a wholesaler, a profit 
is placed on that proportion of taxation. If it goes through another hand, an additional proportio11 
of taxation is placed on it, and ultimately the poor consumer comes in there to have to pay not only 
this proportion of taxation which has been pa_ssed on, but he has to pay a ve~y hea~J: J>r?fi~ on Jt. 
It is felt that the only possible means of_ get.tmg over th_e _anomalies and the uwquahtws me~dental 
to company-taxation is to tax at the destmatwn-thc mdi\•Jdual who ultimately handles. the _money. 
He is really the centre round which the whole mcome-tax must revolve-the man. who 18 ultimately 
benefiting; and if there are no means-and. I thmk ther~ are none-of the md1VIllual pa••mg 1t o11 
he then realizes he has to pay his tax. I realize that Mr. Clark Will pos•1bly show that there are great 
difficulties in the wav of collectin" tax on the individual system, and I realize that it would probably 
cost the Government more, but {think that in the intere•ls of justice and fairer taxation we should 
be doing a wise thing to face the cost and the ditficultict~ and the howls of a few people who, like .myHelf, 
wiU undoubtedly have their present taxation increased-to face all tl111t and ge~ down to tin• fact: 
tha.t every individual in this country who has anything to protect or "'ho w1•hes to be properly 
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governed must be willing to pay for it like a man. I think that ult.imately, when we have instituted 
the individual system of taxatwn-as I have not the shghtest doubt we shall- we shall find that the 
difficulties which have been sul(gested will vanish into thin air. I do not think I can add anything 
to the remarks that have already been made by our members, but I will be glad to answer any questions. 
'l'Jwre is just this one point, to which I migl1t ref•.r: Mr. Weston asked as to whether there would be. 
sufficient money to meet a sudden draft--

Mr. We.•tcn: No; you do not see the point. It had nothing to do with company·taxation. 
The remark was made to emphas1r.e the point that the capacity of a company to stand taxation had 
been r<'ached, and t.hat. ther<' was a neecssit~r to reduce taxation so as to leave us with a safe margin 
to meet any extraordinary exigency that might be forced upon the Government ?--Oh, I get your 
view now. w,. shall have to support the endeavour to meet that trouble if it should arise. 

JoHN ROBERT RENDELL examined. 

The Chairman.] I understand, ~Ir. ·Rendell, that you also are a member of the Taxation Com
mittee of the Auckland Cham her of Commerce ?--Yes, and I am managing director of Rendells 
Limited. I wish to sav, for the ;nformation of the Commission, t.hat in drawing np my brief state
ment I have done so q.mte apart from reference to :\Ir. Hudson and his views. -While we agreed in 
the committee on the points, I have set out my points by myself. I will read my statement, which is 
a.' follows : ·-

"I wish to p]ace before tlw Commission my objection to the companies-tax, because I believe 
·it presses with unequal weight upon different classes of business, mainly due to the assessable amount 
being arrived at without any reference to the capital employed in its production. A very large profit 
for a small company could be a very small-indeed, an unpayable-one for a big company, yet both 
might have to pay the same total in taxation. The balance left for distribution might, in the 
case of the small company, pay a fair dividend, and also provide for a reserve. In the case of a big 
company it might be sufficient for a bare dividend, without any reserve, or it might necessitate 
drawing upon reserves to provide even that." 

As far as the graduation principle is concerned, the Government or the Commissioner of Taxes 
says that when you have reached £300 yotJ have got to the bread-line, and that that is not a taxable 
amount at all. Now, you can capitalize that amount. You can say that to produce ~"lOO a year a 
man should have from £3,000 to £6,000 capital; whether it is the case of a man or a woman unable 
to work, you have got to have a capital of from £3,000 to £6,000. Take £3,000 as the capital which 
the Commissioner of Taxes admits is required to produce the income which is really on the bread
line. If ten of those people on the bread-line, whether they are labourers or others, put their money 
together, it represents £30,000, and at 10 per cent. they would get a dividend of £3,000. Thus their 
capital at once becomes a very appreciable taxable amount. Thus logically it is proved that, as far 
as company-taxation is concerned, the company is not an individual. You are extending to poor 
mortals the doctrine of the Trinity ; indeed, not only are three equal to one, but ten are equal to one, 
and thirty are equal to one. The logic of this will be appreciated by a legal man. A c~mpany is not 
an individual except as far as the principle is concerned. My statement continues:-

"Our Railways, if they were a company showing the same results as at present, would have to 
pay a thumping big income-tax, which would reduce their interest on. capital earnings from 3~ per 
cent. to less than 3 per cent. It would make no dtfference If It reduced 1t to 2 per cent., it would still 
have to pay a big income-tax. Companies who are unable or unwilling to pass on this tax mav at 
any time find it ~npossible to .ray a fair dividend, a heavy tax, and also provide the necessary ma.rgin 
reqUJred by busmess to provide for flSks and expanswn. Among those who are content with the 
tax are found those. companies who are able to pass it, or a large part of it, on t~ the public-com
pames such as ban~m_g, wsura~c.e, gas, af!d those firms who by mutual understanding, or some other 
cause,. are able to lmut compehtwn sufficiently to enable them to load the cost of their services with 
their mcome-tax. An obJect-lesson for others to follow suit, to the detriment. of free compditive 
tradmg._ We have not ye_t reached th~ stage when all of this taxation is passed on, but it is fast 
developmg that way, and If no change IS made the only successful large companies in the future will 
be those able and willing to become tax-gatherers from the public." 

In support of that argument I would refer you to Mr. Kissling's evi<lence to the effect that 
companies ":re not prepared to go on with mortgage business because .it is unpay~hle. His company 
~.ave a varwty of mterests; but what about those .busmcsses winch have no varied interests 1 
I hey cannot change from one class of tradmg to something else. They have either got to pass on the 
tax or become unprofitable propos1t10ns. My statement contmues :-

. •· lt is inevitable th>Lt the retention of a high graduated t~x on companies, irrespective of the 
cap1tal employed, will fowe them to look upon the tax as a busmess cost-an overhead cha t b 
ll d f · h · · h · rge o e a owe or m (, e1r costwg-s eets-and when, as w1th the contented ones it has reached tl t t 

. . f . . h I l 'bl I 1 ' m s .age It 1s proo positive t at t .lC tax, am poss1 y t 10 tax pus an added profit, is being passed on. Other 
supporters of tlm tax w1ll be found among wealthy <hrectors, and their spokesmen and i d' "d 1 shareholders, who find it pays thm1 to receive tax-free dividends ; also t.hose businebses rei 

1~ IVl ua 
· I l b f d' · 1 d I · h ' vmg upon cap1ta attract<'< y tax- ree IVl( en s. t presse~ Wlt unequal weight by favouring 'the small 

company, particularly those smaller ones the prmmpals of which are actually or nomin ll t. 
executives, and are able to discount the value of the dividend rate, and by adjusting th:i/ s:l~:i~~ 
and bonuses are able to reduce the amount assessable to somewhat harmless prOJ>ort1· 'Tl · · 

· f · b h d · · ff ons. liS Is not an cvaswn o taxutton, ecause t ey are omg m e ect, what the tax is supposed to d -b t d 
not-make it really personal. They transfer the ta~, or part of it, from the com pan to ~he ~erso~~~ 
the smaller company thus has an advantage over Its larger competitor. Under o~e other !head i~ 
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!he ta~ :~proved, and that is ' It is easy to collect.' 'L'his is the argument of the footpntl, lito proto· 
ype o t .e nthumeious motor bandits In U.S.A. 'L'heir methods press unequally but t.lwir owrritlin" 

argumen IS at It Js easy to collect ' A b · f f 1 f · ' · · ~ t . h . . . rie summary o t le orcg:oing indicnt.cs that tho st.ronge:-~t. 
~r~u'.';e~ s a~amst t e tax are provtded by lis supporters, those who find they can I"'"" it on or who 
;n t I • tnd~caps ~elf competitors, and those who use it as n means to escape taxat:ion ali"gntlwr. 
fr s rang_[ t Je~t,, e?ause It _appears to me a very wrong syst.cm which induceR the cwation of tux-

eo capt a~ a~ IDVltes_ evasion of the worst kind-i.e., from a rluss well able to contrilmtc--t.ho~l' 
~ho are enjoymg .large mcomes from tax-free dividends. It appears to me u disgrncnful t.hing t.IULt 
t ere can be two mcomcs, subject to the same indirect taxation, one of, suy, £4,000, t.lw otlwr t•IOO 
?nly. the smaller one bemg made to pay direct taxation while tho lnrat~r can escape. 'rhis condilion 
IS nurtured by the present tax. As an alternative to this tax I supp;rt tho recommetulat.ions of Uti! 
Chamber of Commerce." 

There is one other suggestion I wish to make : I believe that the demaml for tux should Lo Ktmt 
round ro the taxpayer, as was done by the Department before the war. If that could bo done it woultl 
be better than the _rresent system-that is, if it could be done without releasing tho taxpayer from 
the. onus of responstbthty. All the world over the creditor IS supposed to notify the debtor wlum it 
IS t1me for him ro pay. It would be of benefit t" the taxpayer if the old order were revertl!d to. Wo 
know personally of persons who avmd the payment of tax. Tho' demand makes them toe till! line 
better than merely the suggestion that the onus is upon them. I know of people who boast that. they 
do not pay any tax. 

Mr. Clark: The pr?sent .system. was introduced in order to throw the responsibility upon thn 
taxpayers, and my experience IS that It pays us better than the old system. Previously the taxpayer 
would make the excuse ~hM he had not received a return form. The whole thing is advt•rtised gellO
rally, and we find that It IS much more effective than the old system. We get more returns st•nt in 
now than llllder the old system. We used to get 30 per cent. of the forms· back but tho present 
method IS much more successful in getting the returns in. ' 

The Chairman: You make the taxpayer pay postage on his return, Mr. Clark 1 
Mr. ()lark : That is a matter for the Postal Department. 
Mr. Hudscm: I would like to explain that the notes read by me were not prepnr"d in time for 

Mr. Rendell to sec them, so that his notes were prepared without reference to them. I would also 
like ro testify to the fact that our Chamber appreciates the generally efficient manner in which t.he 
Taxation Department is carried on, and the uniform courtesy of the Commissioner to '-~very mmu her 
of the Chamber. 'Ve have, of course, had some trouble in answering some of his qu(~stions, but one 
and all, without a dissentient, recognize the courtesy and efficiency of tho officials of thn 'l'axat.ion 
Department. We do not quarrel with the graduation principle, and we feel that many of t.ht• com
plaints in regard ro it which have reached you have been made under a misapprehension as to the 
operation of the graduation principle. We conoider that those complaints nrc quito unfair, We 
think the graduation principle is quite fair. 

JAli!ES BELL DoNALD examined. 

The Chairman.] What is your position, l\Ir. Donald 1-I am managiJlg dirc'CI.or of A. B. Donald 
(Limited), a company carrying on business in Auckland and trading with tho islands. 

You have written us a letter setting forth the views of your company in connection with the 
question of taxation 1-Yes, I understood you desired our views to be set out in a letter, and perhaps 
you would like me to read it, but there are one or two pointa I would like to explain as I go on. I 
am nut exactly sure that it is all relevant ro your inquiry, but if you will allow me ro proceed I think 
you will find it satisfacrory. M:y letter is aa follows;-

" To begin with, I would like to state that I believe the question of taxation is a very important 
one, much more than the average citizen realizes. I further believe proper adjustment of taxation 
is essential for good government and general peace throughout the commumty. Unfortunately, 
however, there are roo many people in this Dominion and other countries who look on this question 
from an alt"gether selfish standpoint. Their one thought is, .' How can I make the ot.~er man pay 
and escape myself,' and politicians ~re too ready to fall 111 wtth the vwws of the maJOnty to secure 
their support. Nevertheless, I take It that the present Government has a desire to a~t (u1rly towards 
the whole community, otherwise this Commission would not have been set up. It 1s. contended b_Y 
the average working-man that he is cal~cd upon to pay too much in the way of ta":aWm, wlu:reas 1! 
the situation is carefully analysed practwally no taxatiOn IS borne by tho .larg~ m~Joflty. In proof 
of this I would submit that the wages of workmg-men are fixed by the Ar?ttratlon Court to cover tho 
full cost of living. It might be argued that ~uch receive but a bare livmg-wage~ but ,~Ins doc'!! not 
apply to the man who desires to get on and IS prepared to gtvc the best of servtce. lhc forcgomg 
may not. be relevant ro the inquiry, but I make the statements lor what th?y a~e worth, bccauKC 1 
firmlv believe that all adults should pay a direct tax, and m th1s connectiOn 1t matters not how 
mod~rate the amount is so long as the tax is enforced. I su!lgest that .if every elector had to pay a 
direct tax ro the Government he would be a great deal more mterestcd m the men whom he elects to 
Parliament, and in this way we would have a much bet~er Go':crnment, u~u.J a much deeper JDtercst 
in matters that pertain to the welfare of the country. fhc~e Is no ·questiOn but that all ~hould be 
taxed according to their means, &c., but in connectJO? w~th mcome-ta~ and land-tax thor~ IS a pomt 

I rc t axation almost becomes robbery. My content,wn IS that there IS a fatr charge for mcomc-tax, 
w Je . . I I . . h ld h &c., and beyond that point the Government have no rig_ 1t to go. t IS not a sm to o means t at 
have been rightfully acquired, although one would tlunk from the statements that are made by 
agitators and many others that ro be wealthy one must have been dishonest to be the fortunate 
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possessor of even a moderate amount of wealth. I bring these matters before you because they have 
a bearing on my evidence. ' . . . . 

" Method of laxing Income, &c.-It 1s suggested. by many that mdlVlduals should be ta;ccd 
instead of companies, and while the former work_s out m _t,llCory there IS somcthmg to be salCl agat_nst 
it in practice. To begin wid1, most large industrws, &c., m New Zea!and arc m_ore or l~ss monopol~es, 
and to alter the incidence of company-taxatiOn would sun ply be throwmg profits mto thmr hands whiCh 
probably would be used to bolster up their monopolies. In any case, most very large companies regulate 
their profits to cover the taxation levied by the Government, and this more or less is borne out by 
the rate of dividends not having been reduced during the past four or five years to any great extent." 
ldJ Here I would like to remark that if the tax we~c put on individuals it is possible that companies 
wight reduce their profits, and thus the cost of hvmg nught be brought down .. My statement con
tinues:-

" Of course, because we have monopolies in New Zealand there is no reason why a better system 
of taxation should not be brought into force. The remedy really remains with the Government to 
see that legislation is passed to overcome undue profits being made by the monopolies, and if it can 
be accomplished I believe there is no question whatever but that individuals should be taxed instead 
of companies. AU the same I am of the opinion that companies should pay a certain percentage in 
income-tax, even though the amount may be moderate." . 

Here I would like to remark that I think that every company should pay a proportiOnate sum 
in income-tax, and that that tax should go to the Government absolutely, without any rebate to the 
individual when the individual is taxed. I would not suggest, however, that 3s. in the pound should 
-be the amount of the tax. I think that Is. probably would be sufficient. My statement continues 
as follows :- . 

"As regards the present system of fixing the amount of taxation according to the income, this 
also does not appear to me to be altogether fair. I suggest that graduation income-tax should be 
abolished, and in its place every income-tax payer should be taxed at a given rate for every £.500 or 
more, according to his yearly income, with a fixed figure for all above a certain amount. That is to 
say, a person receivmg, say, £7,000 of income should be taxed", for argument sake, as follows : On 
the first £300, nil; on the next £500, say, Is. in the pound; on the second £500, say, Is. 6d. in t.hc 
pound ; on the third £500, 2s. in the pound ; on the fourth £500, 2s. 6d. in the pound ; on the next 
£1,000, say, 3s. in the pound; on the next £I,OOO, say, 4s. in the pound; on the next £1,000, say, 
5s. in the pound; and all income of the total of these amount.s to be taxed at. the highest rate what-
ever it may be." . . 

I suggest that the sum ill excess of the last of these amounts be taxed at the highest rate. My 
statement continues :-· 

" You will realize that the above graduat.ion scheme is only suggestive to illustrate my idea, and 
h~s nothing to do with the rate I consider should be the maximum, although I am of the opinion 
that the maximum should run about 5s. in t.he pound. If income-tax payers were taxed as above, 
all would know just exactly how they stood, and would be able to regulate their expenditure accord
ingly. Furthermore, they would realize they would not have to pay a large amount unless they were 
fortunate enough to make sufficient to come under the maximum charge. It is contended that those 
in a position to pay should be marle to do so, and this, in my opinion, is right provided that the 
amount charged, as suggested in the beginning, is not made extortionate. I certainly believe if the 
Government were to fall in with the suggestion I have made it would give general satisfaction to the 
general body of income-tax payers. I would also like to stress the point that. I do not consider it at 
all advantageous to the Dominion to have unearned income-tax at a different rate to earned income, 
my reasons ior this Leing that unearned income is reccivrd from people who n.re compelled to borrow 
money, and it can only tend to cause the borrower to pav a hiuher rate of interest than would other
wise be the case, and, seeing the Government arc anxious t.hat farmers and those in need should he 
u.ble to borrow money at the lowest. rates: their action in making a difference between earned and 
unearned income must react to t.he detriment of those in need. I would appreciate earnest con
sideration being given to the latter. 

"Land Tax.-As we are aware, land has been subject to taxation almost from time immemorial · 
and seeing land-values (sale values) are always fixed with the knowledge of the amount of taxation: 
I suggest no good reason can be advanced to discontinue land-taxation. As to the method of taxa
tion much c~mld be said, hut I believe the same system I advocate for income-tax should be brought 
mto force with re~ard to land-tax, the only difference bemg the Jumps between the various amounts 
after _the exempt10~ amount has been agreed upon. To illustrate my suggestion I submit the 
followmg: ExemptiOn, say, £500. First taxable amount, £1,000; second taxable amount, £I,500; 
t~Ird taxable amount, £2,500; fourth taxable amount, £5,000; fifth taxable amount, £7,500; 
SIXth taxable amount, £IO,OOO; seve~th taxable amount, £15,000; eighth taxable amount, £20,1.100 ; 
&c. I _do no~ suggest the rate on \~hiCh the tax should start or finish, although I am willing to give 
my. opmwn If the Comm1sswn d~s1~cs It. I protest agamst. graduated land-tax applying to city 
busmess lands, and \~ould s~g.gest m Its place a flat rate, such flat rate not to apply to private houses, 
even though located 1n the Cities. 

"Payment of Taxes, ~c.-The_re have been suggestions from time to time that the payment of 
t~xes should be made earlier thun IS now th? case, and, furthermore, that a small discount should be 
given for qmck payment. In this connecti_on. I w~uld state that quite a number of people would 
prefer to. be able to pay thCir t~xes when hah1hty IS known, to _get their liability finished with. I 
~ons1der If the s:heme for both mcome-tax and la~d-tax as outlmed_ by me was brought into force 
It would be possible for the taxpayer to make up h1s returns and remit the amount of his assessment 
to the Government when sending in ?is returns, and in consi~cra~.ion of such quick payments the 
Government could allow 2! per cent. discount. At the present tlffie mcome-tax is collected practically 
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nine months after it becomes due, so in giving the 2! per cent. discount at the time of sendin · 

-~~t~~~~e;~eitG;~~,;~~~~tew~l~ldw~~ka~r'e:l~!. ~.~::u::~t;.,~~;t~~u~~ !~:t,'.r ~t present .. It seems fc•n!;b\~ 
t th ~f t~Je (omm~~wners hu:e an-': qnestJon they woulrllik" to nsk I will be plc•nSt•rl to answc•r them 

0 0 es bof my a
1 

I 1tr,, and m c osmg I would thank them for gh·ing me this OJ>Imrtunity of J>lacin" 
my VIews c ore t 1cm. ~ 

. .Witness~· There are ~me or two other questions I would like to brin~: forward. Has this Com
nusswn anyt. Ing to do \~Ith ~ax~t10n ~s a whole, or is it ~onfin<'d to land and ineome tax 1 

1 
Til~ ~lwuman.] Our mqmry IS lumt"'l to lnnd and inconw tax 1-'J'hen, what. I hnw to sny furlht•r 

IUS not ung to do With that, but r<>fers to something apart from it. · 

ALFRED FRANCIS Dr:ucE examined. 
The Chairman.] You are a farmer at Pupatoeto<•, Mr. Druce 1-Yes. 
How l?ng ha'.'e you been farming there !-Just over twenty.five years. 

. What IS the Size of your farm !-At present it is 35! acres, hut it wus 65! at•rt•s. Owing to my 
Ill health and on account of. my son getting marrier! I was not ahle to manng<." tlw lurw•r nr<•a unrl I 
had to part With some of It. ' 

· \~'hat sort of farming do you carry on !-Dairying . 
. How m.any c~ws have. you got !-Well, I am a man enjoying anything hut goo<\ Ju•ult.h. I 

~ecetved an lllJllry m an_acc~dent, and I only carry on what work I can do my1wlf on tlu• fn.rm, lu•cnuHc 
If I had to employ labour 1t would be a losing proposition. I have t<•n cows, but I coulrl uo with 
another SIX or SeYen; but I could not do the work myself with the largt•r numb.,r, anti, as I said, to 
employ labour would make the farm a losing proposition. 

You Wish to put before the Commission your views on the land-tax !-I wm~lr\ like to inquiro 
~hether rour order .of referen~e all~ws me to go outslfle land and mcome tax, provldPd I h .. p in tho 
hne of direct taxatiOn, not d1scussmg Customs taxation 1 

Your view~ may have some bearing on tho matter we have to deal with 1-Tiu·y c<•rtainlv will 
have so~e bearmg on it. Before proceeding I might state that I have betm a local-horly man Iit•arlv 
all my hfe, and to this matter I have .~iven a lifetime's consideration. I approared bcforo a Commissioi1 
about twel'.'e ;years ago at Utahuhu on the assessment question, Mr. Justice lirazcr prcsirling. Artor 
that Com.mJsswn sat, though the expense must have been vt~ry gt(•at, the whole mattt•r wnH s)wlvml 
and nothmg was flone. I hop~ you g('ntlPmen will c>nclravnnr to clo ~:onwthing. 

"Doing" hardly rests with us: aH we can do is to mak<! our recomnwndntiom1. It, fl'lllllinH for 
the Legislature to say whet.hereffect shall be given to thcm or not !-Well, I will Htart with tlu• income
tax. I have read some of the reports of your sittings, espPeially what ~lr. Clark Ktlid in Wellington. 
It appears to me that a good deal too much attention is paid to what i• said by their own Oovcrnmr•nt. 
officials. Time and again it has come under my notice RR a local-body man· thnt no nol:icc is tukl'lt 
of what outside business men say on these subjt~cts. The CommisRioner of TuxrH statt!H that lw 
considers that everybody, fanners included, should pay income·tax. I would likl> to dmw your 
attention to the fact that in Auckland you are in the province of t.he •mall farmer-it is even mc>r" 
so at Hamilton-and this question of taxation is absolutely vitul to the small farmer, and the quest.ion 
of whether he is going to be made to pay income-tax as wr•ll as land-tax. Land-tux, a.• you have 
been told, has to be paid whether t.he man makPs a gain or loss, whrreas income-tax is only pnid on 
gains. Land-tax starts at £5,000, and if he has a mortgage he has to pay on his debt.. '!'hat. is one 
of the most unjust things. During my experi••nce I have found that ~uite 70 per cc•nt. of fannerH 
have to go on to their plnce.':i with a mortgage, and a lwavy one at that. During the- Just tfm yeurH 
I have acted as valm•r, and I have found that tlw mortgag<·s have bet•n tNribly heavy. Very often 
there is a second one, and in one or two caseR t-here ha,·c l)(>ell third mortgages. If a mnn huH to pay 
tax on these he cannot carry on; it is monstrous. A man goes on a farm principully to keep his wife 
and children in respectability, and if that sort of thing is allowl'd to go on he cannot do it, and he finds 
he has to leave his farm. 'rhnt is of no use to the country. From what the CommiHsioncr of 'faxes 
has said, it appears to me that he is like a good many othef Government officials, he is a spiP.ncJid man 
to get a good balance on the right side of the ledger as far as his Department is concerned, but, as I 
told Mr. Coates the other day over t.hat bPnzine-tax, he doeR not carP. where it comes from KO long as 
he gets it. That is the prin~iplc adopted by Gowrnnll'nt oflieiuls. I have the figures, so I am con
fident that what I say is correct. Now, I should like to sav a ft•w words regarding the income-tax 
as it affects the small farrner. because it Hf~c·ms to mt' that yoU have )ward a Jot about the income~tax, 
hut very little as to how it affects them. We will take an Auckland merchant and af!llume that hi• 
income for the year is £1,1XJO. He may have 500 fanners as customers. On the goods that that 
merchant turns over during that time he ,.,.ill put anythin,:!; from 7 to 10 per ct~nt. on to cover his tax. 
What is the result! The producer, the very man that Mr. M<U<sey and all of them arc saying every 
dav should be helped, is paving this merchant's taxation; and when the merchant has got all that 
7 io 10 per cent. i.n over all ·the goorls he has turned OV('r in the yt•ar, in nine casc!s out of Um it does 
not cover his income-tax only, but it covers absolutt•Jy all his rates and taxes. So if you arc going 
to put on to the farmer, especially the farml•r in a small way, an incomc~tax and a land-tax, it must 
be borne in mind that be is not only paying his own, but he is paying the other's too. I look at it 
in this way: that you should recommend that the Government find some means of stopping that, 
because it is simply killing the man on the land. The farnll'r, especially the dairy-famwr, is simply 
being c~tased oft his farm t.im? and again. by that, because t~a~ extra char~e c~uscs ~ great dc~al of the 
high prtce of goods. I can g~ve you an mst~nce.' though~ th1s 1s only a smaJl hnc .. fake ~ramopho~c 
records. Lots of people buy them. The priCe m New Zealand, the merchants w11l adm1t to you, lB 

100 per cent. or thereabouts on the English price. I have bought a lot of them myself. I got three 
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boxes out from London a little time ago, and the sum total of the duty on that lot was a mere baga
telle. It was not £1 a box, and there were about forty in a box, and they cost me only a shade over 
half of what I could have bought them for here. That is the sort of thing the taxation of the merchant 
is causinl(. It is the n•sult of the tax. It is not really the duty in the first place, because that. is under 
£1 per box; but it is the result that falls on the purchaser. I will give another instance. 1'hl' 
Excise office some months ago put an extra }d. per gallon on beer. The bn•wers passed that on to 
the public. But what did the publicans do ? They put on 2d. per pint-they raised the price from 
4d. to 6d. I have been assured of that by many men who are in the habit of taking beer, and I am 
certain it is a fact. That is the result of the tax. The ld. was a mere nothing, but it is in the result 
where you suffer. Those fellows are making a nice little pile out of that !d. per gallon. That is 
where this taxation pinches, Here is another instance, as showing how the small farmer is taxed 
through the railway. I belong to the biggest company in New Zealand-the New Zealand Co-o~era
tive Dairy Company. Before the war their boxes were sent to Auckland for about Is. 2d. apiece. 
During the war, when butterfat went up to 2s. 6d., they were the first ones to .suffer. The reason 
given was that buUerfat was half a crown a pound, and it could stand a tax. I do not say anything 
about that; it could stand it. We all had to do the best, we could, and so we put up with it. Mr. 
Massey promised immediately after the war ·was over that that would be brought back to level as 
nearly as possible. Time and again it has been asked that it be reduced, but it has never been reduced 
yet. We are being taxed <m that half-crown box now, though we are only getting ls. per pound
less than before the war; and it is the same with cheese. We are being taxed through the railways· 
at a freight like that on ls. a pound. Exactly the same applies to fares. There has been no reduction. 
I got word some three months ago that years ago England and America reduced their freights and 
fares by 50 per cent., and what was the result? Immediately the railways were used. I have bad 
a good deal of correspondence with l\lr. l\Ic Villy, and I had some interviews with him when he used 
to be Traffic Manager up here. He is another of these Government gentlemen. I wrote to Mr. l\Iassey 
on the same subject only a few weeks ago and got a very nice answer. He is another one of these 
gentlemen that it seems impossible to make understand that eighteen tickets at ls. 6d. are much 
better than eleven at 2s.. That is how it affects the small farmer. I think that will do with the 
income-tax as far as I am concerned. I should like to go on to the assessment. As I was saying 
before, I went before an Assessment Commissioner, Mr. Justice Frazer, at Otahuhu some twelve 
years ago, and the Valuer-General was also there. At about this time-it was not on the same day 
-I went before the Court over the value. I have been before the Court every time I have been 
revalued ever since I have been in New Zealand. At every time I have beaten them. I put that 
down to this: it is simply a matter of the will to win, as our friend the Kaiser would say. At Otahuhu 
I beat them for a very large sum. I wanted a railway-station at Wiri, and the Government were 
rather inclined to want one there themselves. So that helped me a little bit. If I did not give
eighteen chains of land, worth £200, the residents, in order to get to the station, would have to go 
about a mile and a half out of their road. I agreed with llfr_ Herries to give this, Oil condition that 
there was a station put there. The valuer came out. The moment he beard of this, before the road 
was even surveyed, before there was anything definite, up went my value anything from 40 to 50 per 
cent. I brought this before Mr. Frazer. I said that nothing was settled, the road was not even 
surveyed. He said, "You have little less land-about 2 acres, wo1th about £100 an acre," and on 
that he put the value up. Then when it was talked about there were a few sections put up and sold. 
He immediately wanted t<J put the whole of my farm and others up to sectional value. I asked him, 
" Is that a fair proposition to put my farm up to sectional value or to put the value up 40 or 50 per 
cent. on the strength of a road that is only in the air?" I am glad to say that I had Mr. Justice 
Frazer on the bench, and he ruled them out ; but we had a terrible fight with Mr. Flanagan, the 
Valuer-General, over it. Mr. Flanagan is another of those gentlemen who are very good at getting 
on the nght sJ(Ie _of the ledger, but he does not ca~e how he does it. I do not think that these people 
really should go mto the finanCial part of the busmess. They should value the land, and their duties 
should cease there. They should not go. any further. If they are to go on in this way, one will go 
through the same trouble agam and agam. They get into a groove and they cannot be moved out 
of it. Now a few words with regard to the appeal. This appeal is really the most serious matter of 
the whole lot. When a man goes mto t~e Appeal Court he simply gets the gag put on him straight 
off. I know that hundreds of farmers Will never go there because they cannot afford a solicitor and 
they say, "We will lose in any case." ' 

The Chairman.] They should get you to appear for them. You have been successful in all your 
appeals ?-I think it is simply will. Now, you go to the Appeal Court. You have filled in the forn1 
!he first thing the. Magistrate asks you is this: He looks at the form, and he sees that the valuatio~ 
Is, say, £3,750, while you set the vdue down at £2,250, and he asks, "Will you sell at that price?" 
I say that when he asks that questiOn we are going right back to the time of the Inquisition and I 
have never been able to fi~d a farmer who does not agree with me. There may be a thousa~d and 
one reasons why that questwn should not be asked. A man may be tied to a place for family reasons 
He may have a b1g mortgage on it, and he says, " If I get o_ut !, shall not get enough to pay off my 
mort~age, and I shall bav~ nothmg to make a fresh start w1th. Askmg that question amounts to 
huntmg a man clean off h1s farm. I ask you gentlemen to do your best to see that that question is 
never allowed to be asked. Of course, the moment you say you will not sell at that pr1'ce tl d - · · · " v 1 - d " Th h 1e eclsion 
IS giVen, a ue_ sustame . e reason w y I have won is simply that I have never had the whole 
of my property m the mark~t, and on that ground I have refused absolutely to answer the question 
put to me; for one part_m1ght be 1\orU. ''""'' han another; and no attempt has ever been made 
to _force me. That questJ~n should not be allowed to be asked by any Magistrate. It is the worst 
thmg for the country that It should be allowed, because I have seen hundreds of farn th t · h h - - · d - 1ers on a very 
pomt ave t e1r valuatiOn sustame . My valuation is now £2,750, and the biggest offer I have had 
IS £2,250. That goes to show that Mr. Flanagan's valuation was a long way out. I find that when 
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it comes t? appe_alin?; the Department writ"s you a letter and says, "We would rather set.tle it out 
~f _C~urtthif possih!~· ~ut the moment you say you do not agree with that, \'nluation thnt. i• th .. 

ms ; . ey say, Let tt go to the Court." 'l'here is no uttrmpt whntcvf'r· in nn rn:-;1•; out nf too 
to sett.le It out of Court. ' ' 

b
Mr. Weston.] How many cases have you had with the Valuation D<'l>artment 1-J<'iw or •ix 

at t e least. · · · · 

Mas. EFFIE LuKE examined. 
The Chairma~.] You, have a fnrrn at. Drury, Mrs. Luk•• !-No; only two anes. 
~ou have written t]us letter to tlw Commission: ''I ht~g to Rt.nte "my poRition in rPft•l'f'nr1• to 

taxatton. Unfortunately, I_ am !·he owner of 2 acres of land situat<•d in Wnirna, Hawk••'• Bnv. 
The Government v~luatwn ts, ununprov{'d £1.030, improved £25-£1,055 in nil. 'l'lw Unrou~h 1u;tl 
harbour rates on this property are £18 15s. 4d., and land-tax £2 5s. lid., which nwuns OVI'r £21 fur 
2 acres of land being used for grazing purposes. This land is situated Ill\Xt a Gowrnnu•nt Crown 
block of 5! acres, and the Government thought it wise to reduce their value from £2,200 to £·1Hil, 
and the lessee pays rates to the value of £6 14E.-·a very great comparison. I am a widow, with 11 
very, very small income, having to do domestic work for a livelihood. I would glndly ••·II my lund 
t~ ~he Go.vernment at then valuatwn~ ,~r to any one. I beg your CommiRsion will be t.lw nu•ntui of 
givmg relief to people placed as I am. That is dated from Drury, 9th May, tn24.-- Y ... , •ir. 

Mr. Clark.] Have you any cl1ildren dependent upon you ?-No. 
You are not debarred from earning further income ~-No. 
Mr. Glark: Then you do not come within the exemption provisions. 
The Chairman.] What_ do yo';! do on this land! For what purpose do you us" it !-A 1\!r, l!i•lnp 

has th1s land. I have let It to him on cond!t.ton that he pays all rates and ke~•ps t.lw plaee in onl<•r. 
I do not get anything out of the land at all. Not this last tux payment, but the payment. hdore, I di<l 
not get any statement m reference to the land-tax, and I did not know that I really had to pay luml· 
tax until the summons came to the door. 

You were summoned for it ~-I was summoned for the tax, and, of course, that meant. that. I 
had to pay the summons and mileage and so much extra. And thiH last land-tax I got t.lw finn! 
statement with 2s. or 3s. tacked on and a note sa}~ng that it wus the final stutrnwnt.. I luul not llll)" 

previous statement in reference to land-tax. Of course, that all mean~ extra to me. I hnVl' had to 
pay the tax m pelf. 

How does your land come to be valued so high !-That is what I cannot make out. 
Mr. Clark: It appears to be a matter of valuation. 
The Chairman.] The trouble appears to be the high value placed on your land. It is only th<• 

land-tax we are concerned with. That is only a matter of £2 5s. 11<1. Your real grievurw" "''"Ill" 
to be that your land is valued apparently far too highly!-Yes. That land is valu"d at £I,Oou. 
Supposing I had that sum in money, I should not have any tax to pay at all. I am a poor WOIUIUJ 

and should not come under that heading at all. 
Have you ever tried to sell your land ?-Yes. 
What is the best offer you got for it ?-1 had an offer just after it wa.• revalued. I had an oll<"r 

of just about half the Government valuation. 
Mr. Begg.] You would be quite willing to sell at the Gowrnmcnt valuation ?-Yc•, to anyorw. 
Mr. Weston.] At the next valuation you had better put in an ohj .. ction. Then if you value tlw 

land only at £500, offer it to the Government at that price, and they will have to fix that. us t.he vuhw 
of the land !-1 objected to the valuation. 

The Chairman.] The last valuation ?-Yes, and they wrote me asking if I was pmpan•d to sct 
up a Commission to settle the value. · 

Mr. Begg.] Was it not to appear before an Assessment Court ?-I supposr so. 
Mr. Shirtcliffe.] You are getting nothing out of the land yourself. Even if you sold it, for £GOO 

and invested the money you would get, say, £25 a year ?-Yes. 
And not be taxed !-No. 
Mr. Weston.] If you desire to make this offer t{) the Gowrnmcnt you _have to do it within rllrc 

month of your objection being disallowed by the ABscssmcnt Court. '!'hat IS th" best tlung you eun 
do, if you want to get your valuation reduced. . . . 

Mt. Sltirwliffe.] Is this land close to the townslrrp !-Yes, qmtc close to Wa1roa. But tlwn, 
why cannot a person own land worth £1,000 w1thout bemg taxed ! If I hurl the mom•y I would not 
be taxed. · Supposing the valuation is correct, if I had £1,000 I should not have to pay tax. I 
should not have to pay income-tax. I have not got the mcome t{) pay 1t on. 

Mr. Begg.] We are thinking over these problems!-! tlu_nk they ought to have been thought 
of before the penalty was put on poor people. They are pena~1zrng people like me. . 

Mr. Sltirwliffe.] It seems to be really a question of valuatwn: and you have not known JU•t how 
to go about getting the valuation reduced 1:-·1 wr•nt about 1t all nght, but that was the answer I got. 
'l'be Government have reduced the valuat:ron of th.,rr land. 

The Chairman.] Yes, very considerably, have they not ?-Yes, they ha\'e. Why can they not 
reduce mine! I have a letter here from the gentleman who has le~cd mme. . 

Mr. Weston.] You have done everything by corrc.•pond<mcc w1tb the ValuatiOn Department, 
have you not ?--No. This is what he says: "I made a mistake in refe~encc fi? th/~ area ~f ~ov~·r~
ment land. It is 5 acres instead of 5!, and they have reduced one portiOn of 1t £~00 to £17-~, £7.lJ 
to £130, £550 to £175, which means £490. The area is 5. acres, and t.he lessee now pays £6 Hs. 

te B fore being informed I went to the Borough of WaJroa askmg for the rates on your BCctwns 
ra s. e . b · d f · d to be reduced in like proportion, stating that the sechons were erng UBC or grazmg purposes, an . 

22-B. 5. 
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received an answer that this had been forwarded to the Minister of Lands, who has up to the present 
time made no explanation or adjustment. . . . . Having paid the r":te~ i~ full ~nd hoping t~, get 
a rebate as I am now paying nearly lOs. per week m rate taxes, I find 1t IS 1mposs1ble to do so. If 
I have to pay the rates I do not know what I am going to do. 

Mr. We<ton.] Your tenant pays the rates at present !-At present he pays the rates. What 
would I do if I did not have a tenant 1 . 

The Chairman.] The Commissioner of Taxes is making a note of your case, and he will make a 
representat-ion to the Valuer-General about it. That is all that can he done. 

WELLINGTON: WEDNESDAY, 14th MAY, 192<1. 
GEORGE MITCHELL examined. 

Tlte Chairman.] You are the President of the Harbours Association, Colonel Mitchell1-Yes. 
And you desire to make a statement to the Commission on behalf of the association, and also to 

express your own private views on the subject of taxation 1:-Yes. I ~ant to make it clear that ~y 
own statement is quite apart from the statement I am makmg as Pres1dent of the Harbours Assoma
tion. The latter statement is as follows :-

STATEMENT BY THE PRESIDENT OF THE HARBOURS AssociATION (CoLONEL G. MITCHELL} FOR 
PRESENO'ATION TO THE TAXATION CoMMISSION. 

I. I am President of the Harbours Association of New Zealand, which ic 1n association of New 
Zealand Harbour Boards constituted " to watch over and protect the interests of Harbour Board, 
and to take action in relation to any subject or proposed or existing legislation affecting them." (See 
Rule 3 of copy attached.) 

2. The membership of the association is as follows: Auckland Harbour Board; Bluff Harbour 
Board; Foxton Harbour Board ; Gisborne Harbour Board ; Greymouth Harbour Board ; Hokitika 
Harbour Board; Kawhia Harbour Board; Lyttelton Harbour Board (Cbriitchurch); Motueka 
Harbour Board; Napier Harbour Board (Port Ahuriri); Nelson Harbour Board; New Plymouth 
Harbour Board ; Oamaru Harbour Board ; Opunake Harbour Board ; Otago Harbour Board 
(Dunedin) ; Patea Harbour Board ; Tauranga Harbour Board ; Thames Harbour Board; Timaru 
Harbour Board; Tokomaru Harbour Board; Wairoa Harbour Board (Hawke's Bay); Waitara 
Harbour Board; Wanganui Harbour Board; Whangarei Harbour Board; Wellington Harbour 
Board; Wairau Harbour Board (Blenheim). 

3. Land-tax.-! respectfully submit that the present exemption of Harbour Boards from payment 
of land-tax be continued, for the following reasons : In certain cases Harbour Boards have been 
granted endowments by the Government for the purpose of assisting such Harbour Boards to estab
lish and develop harbours. Without this initial assistance by way of rents from endowments granted 
by the Government it would not have been possible for certain harbours to have been developed. 
Many Harbour Boards are largely dependent upon the revenue received from these endowments to.' 
assist in establishing a sound financial position. Some Hurbour Boards, in the course of carrying 
out reclamations for harbour purposes, have acquired areas of .land which, not being immediately 
required for harbour-works, have been leased, and the rents from these lands have been of material 
financial assistance. If Harbour Boards were made liable, as owners of leaseholds, for land-tax such 
taxation would either have to be passed on to the tenant, if the lease provided for this course, or the 
amount of return by way of revenue from leaseholds would be reduced by the amount of such 
taxation. · · 

<1. lncome-tax.-It is submitted that Harbour Boards should be allowed to retain their presem 
exemption from income-tax. They are statutory bodies created to carry out certain administrative 
functions in regard to wharves and shipping. They are not trading concerns, and do not earn profits. 
thei~ tariff~ being fixed to return only sufficient margin of revenue over expenditure to provide fo~ 
contmgenc1es and safe finance. If Harbour Boards were to be taxed their financial position woulu 
be seriously interfered with, and it would mean that they in turn would have to increase their due; 
either on goods or on ships.· 

5. Debenture-tax.-It is submitted that the present taxation of Harbour Board debentures should 
be discontinued, for the following reasons : That the present taxation of debenture interest makes 
it more difficult for Harbour Boards to obtain the necessary money to carry out their obligations iro 
regard to port-development; and that it is unnecessary, in that investors in loans, if taxable are 
assessable up to the maximum fixed only at their own appropriate rate of tax, and, if exempt, ar~ not 
hable at all. 

6. General.-The Government, by statute, calls upon Harbour Boards to give exemptions and 
concessions in the following directions : Wharfage on Government goods ; storage on Government 
goods ; harb?,ur dues o~ Government vessels ; harbon: licenses on Government vessels (hulks, &c.) ; 
wharf~ge on baggage of Government officers travelling on Government service ; free office accom
modatiOn for Customs officers; resumption without adequate compensation of lands reclaimed or 
owned by Boards ; harbour dues on mail-steamers . under Government contract ; wharf charges on · 
goods per l'arcel-post. The value of these concess1_ons and exemptions cannot be accurately esti
~ated, but 1t undoubtedly amounts to a very large 1mpost upon the respective Harbour Boards. It 
IS re~pectfully submitted that the present exemption of Harbour Boards from the payment of land 
and mcome tax should be !et~ined-in any case so long as the Government enforces its exemption.: 
upon. Harb~ur Boards, as mdwated above. Harbour Boards are semi·government institutions, and 
ta~atwn le~ed upon the~ can only be passed o~ to the goods or ships, and ultimately on to the consumer. 
It Is. submitted that thiS taxat1on should be 1mposed on individuals and not indirectly through the 
medmm of Harbour Boards. 

. 15th April, 192<1. 
G. Mn·cnELL, . 

President, Harbours Association of New Zealand. 
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V{Er.LINOTON HARnoun BoARD. 

Return of ExemptioWJ, cf:l:., New Zealm1d Go!.'ermnc 11t Account., October, 19:!2, to Srt,ftmbcr, W:!:J. 
Imports-

General cargo (free) 
Timber (free) 

£ "· d. £ 1'1. d. 

Coal (free) .• 

Exports-
General cargo (free) 
Timber (free) 

Imports-Difference between 4s. and 3s. Id. per ton 

2110 It 0 
IN7 10 0 

2,57:? n o 

4N·I 0 2 
:13 10 

:1,0~11 Ill () 

517 10 a 
772 I H 

Storage . . . . . . . . . . 
Berthagc rate (mail-steamers) 
Harbour-improvement Rate-

1,10() :1 Ill 
2·14 12 I 

Government cargo 
liail-steamcrs 

1,11111 IH 2 

Port charges : Mail-steamers 
H.:\1. fees: 1\lail-steamcrs 

l,:JHI /j (l 

3,!.!112 a 2 
t\1111 II II 
4110 ' u 

£0,tlli7 IU :1 

15t.h April, 1924. J. R lLutnLI~. Alwounlnnt. 

NoTE.--:The above dol'S not include harbour dUl'S on Govtmmwnt Mtt•!llllPUI, hnrhnur lit•t·n~·s, CuMtnrnM OlliPu 
n.cc_om~odatmn, dues on goods through parcel-post, and other t~xcmptionH nud cnllci'MHi•ms, owin~ t.u tJ111 diflkult.y in 
eshmatmg the cost thereof. 

WELLINGTON HARBOUR BOARD. 

Return showi11g N1lmbera_ of lnvesWrB liable for and exem.pt from Debenture-tux on Auuwnf.s illl'l'ldtrl it~ Wrlli 11utma 
Harbour Board Pubhc Loan lBaues, comptled as at 13th October, 19:!1, on /llformalion amilttJ.le al tJ1,1t D1rte. 

nate 
Loan. of 

1 Interest. 

! I 
£100,000 (£100debentures) I 4i 
£50,000 (£100 debentures) ( 5! 
£150.000 (£100debcntures): j 

Totals .. .. I . . 
. 

n --- ---- -- ------ ----
of I Income over £300. 

1
tncomc under £300, -~ocldl~~ &c. _1.' 

bsue. 
i Number,! Per Cent.: Number.)Pt•r Cent, Numbcr.jl'cr Cent. Nu 

i Holden llnhll' to ! 

I 

'l'ax. 1 

IJ.. 1--
lfoJdcfll CXCillflt from T1u:, 

·~~~ 
.. 4 .. 

1920-21 38 . • 43 __ ·_·- 8 .. 
. . 55 45·83 63 44·17 12 IIJ.IKI 

·--

Totul 
NumiM·r 

ot.al Bx••mJ•t. of 
____ Dl'l11•n• 

I ----- 1\UI'· 

mhcr. l'11r Ct•Jit., holder~. 

14 

r.1 

fi-1·17 

:II 

Sll 

121J 

Witness: I submit a table being a Return of Exemptions, &c., on New z.,a]and Governnwnt 
Account for the period October, 1922, to. September, 1923. Tllis is for the Wellington Harbour 
Board alone. You will see that the exemptiOns amounted to £9,957 IUs. 3d. in the year under review. 
This does not include harbour dues on Government steamers, harbour licenses, Customs Office accom
modation, dues on goods through parcel-post, and other exemptions and concessions, owing to the 
difficulty in estimating the cost thereof. It is submitted that if taxation is imposed upon the Harbour 
Boards, so far as the Harbour Boards outside the principal centres are concerned, their taxation 
would come out of their ordinary. revenue. As far as the big Harbour Boards are concerned, such 
as th~ Wellington H~rb~ur Board, 1f the Government imposed taxation on them and paid the ordinary 
dues unposed upon mdiVIduals, the Wellington Harbour Board would probably be on the right side 
of the ledger. 

Mr. Begg.] On page two of your statement you point out that Harbour Boards have acquired 
areas of land in addition to their endowments ?-In some cases they have. 

And you propose that all of those lands should be exempt from land-tax under all circwnstancos 1 
-Yes. . 

A Harbour Board could acquire any land which it chose, and such land would be exempt 1-
-I am speaking of land for harbour purposes. 

You think there. should be no distinction between land which a Board acquires and land with 
which it is endowed ?-Not if the land is for harbour purposes. 

The Chairman.] Now, Colonel Mitchell, will you read us your statement setting out your own 
private views on the subject of taxation 1-Yes, it is as follows :-

CoLoNEL MITcHELL. 

I believe our incidence of taxation to be unjuat, and prepared this statement to come 
before you when your Commission first sat i~ ~ellington, _but you decided to postpone hcarin~ my 
evidence until your return. My. only des!fe IS a happier and more ~on tented. people, which I 
believe a more juat system of taxat10~ would help to b?".g about. The pnnC!ple of mcome·tax ~hich 
calls upon each individual to pay a JUSt share of thelf mcome towards the cost of the State 1B the 
fairest and most honourable system yet devised. It discriminates not between classes, trades, sects, 
or parties. If any in~ividual h~ a taxable income the system demands that he shal~ pay"' tax in 
accordance with that mcome, be 1t great or small, and no matter from what source 1t 1B denved. If 
there is no taxable income no tax is paid. Thua in principle income-tax is juat to all. In the 
beginning our system was based on these wise principles. Unfortunately, however, there is a belief 
among a large percentage of people the world over that it is not dishonourable to avoid payment of 
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State taxes, or to pass on that payment unknown to some one else. Because of this natural objection 
to pay taxes political parties endeavour to find some roundabout way of collectmg the money 
necessary for the purposes of State, and be able to tell the people they are lightly taxed and thereb_y 
secure political support. Again, on account of thi~ tendency to e~ade payment of State taxes It IS 

found easier and more convenient from the Taxatwn Departments pomt of VIew to appomt some 
one else to collect them. All these powerful influences have, in my opinion, undermined the basic 
principles of income-tax, until to-day it is only a travesty of these principles. It has become an 
income-tax system only in name, by which we provide means, directly and indirectly, for many rich 
to pass on their tax to the poor, and in actual practice all the poor are taxed, while many rich do not 
pay their share. By a true income-tax system all the tax is collected from those with assessable 
incomes. By our system one-quarter of the tax is gathered from salaried persons and others who 
cannot pass it on, while three-quarters is gathered by the tax-collecting companies from all the people, 
1ich and poor alike. Thus the very principles of justice in taxat-ion arc violated. Not only does our 
system tax the poor, but some of those with assessable incomes must pay more than their share. Take 
the following cases :-

l\Ir. Green 
Mr. Brown 
Mr. Black 
l\Ir. White 

Source of Income. 

Bank shares 
; Laud .. 
- Profession 

Salary 

Income. 

£ 
2,000 
2.000 
1,000 
1,000 

' I Income-tax paid. 

£ 
Nil. 
Nil. 

54 
54 

--~-- --~--------

As Green and Brown are relieved of their share of the income-tax some one else must pay it for 
them. It is, therefore, loaded on to all by the tax-collecting companies. Thus Black and White 
have to pay their own share and part-of the other two who have been relieved. So one class is doubly 
hit, while another class goes comparatively free. Take another anomaly: Mr. Reid receives £1,000 
a year from Gas Company debentures, and must pay his own income-tax. Mr. Ray receives £1,000 
a year from Gas Company shares, and his tax is added to the price of gas and paid for him. Thus 
Mr. Reid pays £60 a year in taxation, while !'vir. Ray pays none at all, although both are drawing the 
same amount at the same rate of interest from the sam•.· company. 

Earned and Unearned lncomes.-lt is a generally accepted principle, and one which in theory 
is adopted by our Government, that unearned incomes shall pay more than earned ones, but through 
the company-tax system this principle does not work in practice. Mr. Hunt may draw £5,000 from 
bank shares and pay nothing, the bank would pay it for hin1, while Dr. Sim, drawing the same amount 
from his practice, must pay £928. Thus the earned income is taxed while the unearned is free. 

Where the Burden is placed.-Praetically all the increase in the national burden during recent 
years is due to war, and as every section of the community is equally patriotic all should willingly 
pay their just share towards the cost of a war fought to defend them. These figures show where the 
burden has been placed. (I have taken the latest figures available in the Official Year-book.) 

--------

l!Jl:t 1!12:!. Increase. 
----

£ £ £ 
Custom• and Excise 3,531,761 5,554,334 2,020,573 
Death duties .. 458,265 1,512,754 1,054,489 
Other taxes 425,173 1,662.625 1,237,452 
Income-tax 462,994 6,002,987 5,539,993 
Land-tax 728,636 1,637,816 909,181 

Comparing the land-tax with the income-tax figures it will be seen that land was second hiuhest 
in 1913 .. It is the lowest in 1922. In the former year it exceeded the total income-tax by £265~000, 
whereas m 1922 mcome-tax was the greater by approximately £4,500,000. The amount collected in 
land-~ax increased by 125 per ~ent. ; income-ta:' by approximately 1,200 p~r cent. It must be kept 
m mmd also that only seven-sixteenths of the m~reas~ m land-tax, approximately £500,000, is paid 
by country landowners. The balance, £400,000, IS" pa1d by town-dwellers. It seems perfectly clear 
th~t the war ~urden was loaded prmc1pally on to mcome-tax, and now a certain section has been 
relieved of paymg th~t tax, and, ~herefore, relieved from· their share of the war burden. Recent Jegis
latwn has freed all mcomes denved from land from taxation. This, I understand, affected 4,602 
landowners, \~ho paid £221,000 m 1921-22. Six of these landowners had assessable incomes of over 
£10,000 each m the slump year. There may be double that number with double the income th1·s , 
b t II I. d f · · year, u a are re Ieve o paymg mcome-tax, and as they 1'aid land-tax before the war th"y ar t"-

11 b k t di · f · ' e prac .1 
ca y ac o pre-war con tlons o taxatiOn. In former years large blocks of Crown lands w 1 t 
free of land-tax, but the holders paid income-tax. They have now been r!'lieved of paying · ere e _ 
~ax, and therefore pa~ no tax at all,_ even if their income be £10,0110 a year, except, of com·Rc, tha':.'~~~~;h 
IS passed on to them m common with all others by the colle~:ting comJmnics Our m· con> t . t 
h I d · If · f · - · · c- ax sys em as reso ve Itsc mto one o appomtmg compulsory collecting agents throughout th t h 
are ordered to pay three-quarters of our total income-tax and to collect it fron:> whome:cr"~l:/rho~seo 
no matter how poor the payers may be, or the number of children thry nust provide for. It i~ 
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stated that our income-tax ~xemption is the highest in the world, and that our poor aro t-ho hm•t 
tax:d. lu!y un~mssed exanunatwn of the facts will show that this is more appamut than rml Our 
sys. em s;ys to ones, the labourer, •: I am your friend and relieve you of all income-tux " ; ·but it 
saJs to ,000-odd compulsory collcctmg compames, "You must pay thme-quartAJrs of tho ineomo
tax I reqmre .. You can get as much out of Jones as you like, but do not tell him it is for Inc. Iluwo 
~old Jane~ he IS no~ taxed, and told ~t so often that the people really believe it to bt• true." H is 
sur~ly a travesty of )ustw~ when we reheve the poor of direct taxation but appoint collecting cumpnnic• 
to o the work for us without the payers knowing it In the year 1922 the total inconw-t.ax col
lected was a little over £6,000,000, out of which _2,417 companies paid £.1,500,000, or nearly tlm•e
quarters of the total. Nearly all of these compames who can (and most of them can do so) puss on 
th~ taxatwn to the people. The coal company adds it to the price of coal, t.lw gus compuny to tlw 
prwc of gas, th~ b~nks charge It to thCJr cust<:micrs, the mercantile companies churg1• it Jurw•Iy to tho 
fanners, the shippmg company adds It to the freights and fares, the timber company to the cost of 
the houses we live m, the woollen company to the clothes we wear and the blankets which cowr u•, 
and the flour-millers to the bread we must eat to hve, and as the man with a large family must buy most, 
he, therefore, pays most mcome-tax. One constantly hears it advocated that we should tax tho banks 
and other rwh com]>anies. Yon cannot tax the banks; you merely tux the people who use t.ho 
banks. When taxation was highest the banks paid the highest dividend and bonus. They did not 
pay the tax, but merely collected it, with a little added for their shareholders, from the people. Tho 
same applies to pract~cally every oth~r company which is a ta~-collector. It is necessary for tlwse 
tax:collectmg compames to have capital to carry on then busmcss, and so that they will gt>t that 
?ap1tal they free the money-lender from income-tax, no matter how large his income may be from 
Investments m the company. There are only two sources from which a company may pay its incomo
tax-;--(1) t~ take It out of the diVIdends of Its shareholders; (2) to pass it on to the people it i• doing 
busmess With m the shape of higher charges. If it was taken from (I) and thus reduced the dividend 
paid below the current rate of interest the company's stocks would be. depreciated, cupital withdrawn 
from it, no new mono;,j would be available, and the company could not carry on. Directors, there
lore, have no option but to adopt (2), pay their shareholders at ]cost the current rate of intereMt, add 
the tax on to the goods and services and collect it from the people. 'fhus we have the income-tax 
free list. A man may draw annually free of income tax : £5,000 from bank shares, and the bunk will 
charge the income-tax to the people who use it. £5,000 from the Wellington GnH Company shares, 
and they add the tax on to the price of gas and charge it to the people. £5,000 from shipping 
company shares, and the company adds the tax to freights and fares. £5,000 from coal-mining 
company shares, and they will add the tax on to the price of coal and charge it to the people. £5,000 
from mercantile shares, and they charge the tax to the people, mostly struggling furmors, whom they 
<erve. £5,000 from a woollen company shares, and the company will charge tho tax on the clothes 
worn and the blankets used by the people. £.5,000 from the Sugar Refining Company, and they will 
add the tax to the price of sugar and charge it to the people. £.5,000 from land, and pay no income
tax. His tax will be collected from a~other section of the people. £5,000 from a leasehold run, and 
pay neither land nor income tax. If a man drew £5,000 or £50,000 annually from any of these sources, 
and there are many others, he would pay no income-tax whatever, because our system is such thu.t 
his share is passed on largely to the poor, that he, a rich man, might go free. Thus Jones, with a wife 
and six children- to support, on 14s. per day actually pays more income-tux than Brown with £5,000 
a year if he had no dependants to keep, because we have passed Brown's share of income-tux on to 
everything which Jones and his family require to live. There are two classes of companies-those 
who can and do pass on all or most of their income-tax, and pay at least the current rate of interest 
free of tax to their shareholders, are sound and robust. Their stocks arc strong, and money, their 
life's blood, flows freely to them as required. The other class is being slowly strangled by a tux they 
cannot bear themselves or pass on to others. They must continue to grow more pule and sickly, and 
the death-rattle may be expected at any time unless the incidence of taxation is altered. 

Industrial dere/8pment.-lt may at first sight appear contradictory to say that many compani"" 
are flourishing under the present system of taxation, yet that system is strangling the industriul 
development of our country. But such is the case. The companie~ dealing with our ?Wn people 
who have combinations and monopolies, or who are protected Ly tanffs, can pass on thmr tax WJth 
interest. But quite a different set. of conditions apply to a company manufacturing. for export. 
Our wonderful country is abundantly 1~rovided with co.al, water-power, and .t~tany mmeruls, ~nd 
produces some of the finest raw matcrialm the world. We have a stronp; and vmle people, and WJth 
these natural advantages should be able to manufacture much of our own rc~JUifements. and export 
some of the balance in a manufactured or semi-manufactured state, thllil mcreaswg our natwnal wealth 
and gi\~ng employment to thousands of people. But only by a large ~apital ~utlay, which means 
grouping the capital of many small investors mto a company, can such 1~dustnal devclop?•ent take 
place. This would bring such a company under the lnghest scale of taxat.wn and make ItnnpossJb~e 
for our manufacturers to compete with manufacturers m other parts of the world ~here mdu~try JS 

not so penalized. Exporting industries could not compete, and t-herefore do not ex1~t, and wJil not 
exist until the penalty on industry is remov~d .. We contmue to c_xport our wool thJrtecn. tho~Isand 
miles to be made into cloth by a company winch IS not penahzed on mdustry, lmng much of It th1rtee.n 
thousand miles back again in a manufactured state, pay duty to get 111 mto our country, and put Jt 
on our backs rather than cnconra('c our own people to make 1t. hr~re and export th(!Jr surplus. , ~Ve 
could make ail onr own wool into t~ls and add two or three millirHtB to (~ur.annua! incouw by ~~xport•.ng 
them instead of raw wool, but our company-taxation sysU·.~t makes ~t nupo~'Hhle to .comJ}(~tc With 
the outside world, so the industry remains undeveloped. ~t JS w~ong m pnnc1ple to prevent hy nny 
kind of taxation the grouping of capital necessary for the mdustnal devdopment of our country and 
the consequent employment of labour. 
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I believe I have made it clear that under our taxation system existing companies trading ' 
within the Dominion who can pass on the tax are flourishing and _thmr shareholders go tax free. 
Others who cannot pass it on are sickening unto death, a?d those whwh should exist to ~nanufacture 
from our raw materials for export do not and cannot exist. We are the only country m the world 
with such a system of company-taxation. Are they "all out of step but our Jock"l All wr.ong 
but we 1 Things at their worst must surely mend, and any system you can suggest Will be more JUSt 
to the country and the people than that existing to-day. . . . . 

Land-tax.-The land-tax was imposed to prevent aggregatiOn and assist m hurstmg up large 
estates and thus increase settlement. These are legitimate and proper purposes for such a tax, and 
in the interests of the country it should be rigidly applied to this object, but the purposes of the tax 
have been largely lost sight of. All land held over a ce~tain value pays land-tax whet~er such is 
suitable for subdivision or not. Thus the land-tax IS apphed to one-man sectiOns m the 01ty or one
man far1ns in the country equally with large estates which are holding up settlement. I do not think 
the tax was ever intended to apply to small holders, and in actual fact the tax is a greater burden on 
the small struggling farmer than on the large landowner under present conditions of taxation where by 
land-tax is substituted for income-tax. No penalty at all is imposed on the large estates, hut only on 
the small ones, as I endeavour to show in the figures which follow. Recently the Prime Minister gave 
a table iii which he endeavoured to show that the land-tax paid by individuals is greater than their 
share of income-tax. He capitalized the income at 5 per cent. on the unimproved value of the land. 
In a former article the Prime Minister stated that if a farmer had to borrow money it might cost 
even up to 9 per cent. It is surely out of the question, therefore, to capitalize the annual income at 
5 per cent. As it refers to gross income it should be 10 per cent. on the Prime Minister's own showing. 
Again, the land-tax is only paid on the unimproved value of land. No farm can be worked without 
improvements, plant, and stock.· These were left out of the calculation. It is on a par with capital
izing income on the draper's building and leaving out of account the stock he must carry to conduct 
his business. Estimating the value of stock, plant, &c., necessary to conduct the farm at 20 per cent. 
of the capital value, and capitalizing the income at 10 per cent. on all assets-that is land, stock, 
implements, improvements, &c.-the following shows what he would pay in income-tax in comparison 
with land-tax :-

Unhnftrovcd Capital Vnluo I Stock and I Capltnllzcd lncomll·tax Per Cent, Excess 
V aluc of lneomc Income. without Ln.nd·tax. of Income-tax \'a. uc. of Land. Implements. at 10 per Cent. Exemption, o\'er Land-tux. 

I 
£ £ £ £ £ 

I 
£ £ 

4,000 6,000 1,200 7,200 720 24 2 5 19 3 4 26 
7,000 10,000 2,000 12,000 I ,200 

I 
80 0 0 37 IS 4 112 

15,000 20,000 4,000 24,01)0 2,400 256 0 0 106 5 0 141 
22,000 i 30,000 6,000 36,000 :!,600 528 0 0 IS7 IS 4 lSI 
30,000 

! 
40,000 S,OOO 48.000 4,800 i 8U6 0 0 300 5 0 19~ 

45,000 60,000 12,000 72,000 7,200 11,776 0 0 600 0 0 194 
75,000 

! 
100,000 

I 
20,000 120,000 12,000 I 3,52o 0 0 1 ,4U8 15 0 l:lU 

7 --------
It will be seen, therefore, that a man with £100,000 of land, plant, and stock pays approximately 

one-third in land-tax to the State that he would contribute in mcome-tax had the same amount of 
capital been sunk in a factory or business and returned him the same income. It would seem, there
fore, that the very purposes of the Act are being defeated, as there is no real penalty placed on the 
large holding in comparison with the income-tax, while, on the other hand, land-tax is imposing a 
burden on struggling farmers and others to which it was never intended to apply. In the year 
1921-22 there were 54,700 who paid land-tax amounting to £1,637,000, while 4,602 farmers paid 
income-tax amounting to £221,000. I do not know how many of the 54,700 land-tax payers were 
farmers, but there must be many thousands. Many of those were having a struggle to exist, and 
there_ was a demand for some relief on their behalf, but the 4,600 income-tax payers are obviously 
the nchest of the landowners. The effect of the recent legislation, therefore, was to remove the burden 
from the 4,60<! rich ones and leave it on thousands of poor ones. It is obviously unfair that a small 
farmer on a smgle holdmg should have to pay land-tax designed to burst up large estates when he 
has no estate to burst up. If the law wished to help him the land-tax should have been removed 
from all one-man holdings, and not the income-tax from large estates. If this tax was intended to 
be a payment to the State for the use of the land, then it should apply to every bit of land held in 
the country, b1g or small, and 1t should be clearly understood that it was a payment for services 
re?dered by the .State-that IS, the use of the land. But ground-rent did not appear to be in the 
mmds of our leg~sla.tors when the present Act was framed ; it was, I believe, for a special purpose, 
to prevent aggregatiOn and burst up lar~e estates. It should therefore be rigidly and solely applied 
for that purpose. I am therefore of opmwn that land-tax should not apply to town sections and small 
farms and country holdmgs not capable. or suitable for subdivision. If more revenue is required it 
should not be raised by land-tax, ~ut mcome-tax which every one should pay who has a taxable 
mcome. The large land~wners are JUSt_ and honourable men, and I do not believe that they asked 
for or expected to be reheved from the1r share of the war burden. I believe the land-tax has been 
largely d!verted fro'? the purposes for which it was framed, and the true principles of income-tax have 
been entirely lost s1ght of ":nd replaced by the appointment of company collecting agents who are 
compelled to gather approx1matel~ three-quarters of our income-tax. Not only do I believe that 
the tax-eollectmg-company _system ts very unJust 111 so far as it taxes rich and poor alike, but it is a 
very grave menace to _the mdustnal development of our country. It will be said that if the tax is 
removed from com~ames we have no gu~rantee t~at the gas company will reduce the price of gas, 
banks theu rate of mterest, coal compames the priCe of coal, _and mercantile companies the services 
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th~y are rendering to the farmer. I believe that competition will do this on the one hnnd und 11 scn•e 
of JUStice m mo.st. cases on the other. In any cnsc it is not. bf'yond thf' powt~r of Jlnrlinnu•;lt tn st•t• t.h;\t 
th~ people rccerve the benefit. and thus. reduce the cost of living. It is IwttN to rt.•duc'<' the cost of 
hvmg to the worker than to mcrease Ius wagf's and thus continm~ the vicious circh•. 

~~ntlemen, as a layman and one who endeavours to take a citizPn's int<•rcst in the nfTnirs of our 
Domr~on and the peopl~ amongst whom we live, I have given this n111tter such time and thought us 
my. Circumstances penmtted. and have come to the following conclu8 iun: (a.) 'l'lw true principl<'R 
of mcome-tax arc largely bemg defeated. (b.) That tlwre arc so many ex<•mptions and charm<•!• of 
escape that our systm~ may appropriatdy be called "the income-tux-evnsion sy•t<•m." (c.) 1'hat. 
by compelhng compam_es to gather three-quarters of our income-tax rich Jwople are provid<•d with 
channels for passrng thmr ta:' on to the poor, who are supposed to be fr<•e. (d.) That the 8 y.t<•m tlwwby 
ra1ses the cost of m?st serviCes and commodities and mak<•s living dear. (e.) That !ami-tax dc8i~rwd 
to pre:vent aggregatiOn .and burst up large estates IS apphed to small furm holding. and town •••ction• 
to wluch rt was never mtendcd to apply. It is thereby imposing a tax on smnll furrm•rs und otlwrn 
wi.th .no taxable income and who should ,not be taxed. I therefore app<•al for a r.•turn to tlw true 
?nnmples of rnc?rne-tax.whcreby-(a.) Every one with an assessable inconw is calhlupon to pay tax 
rn accordance wrth that rncome and not be allowed to pass it on to othem, (b.) Tlw income-tax Khould 
apply to every. pe':'on in the land, and apply to all alike irrespective of calling, class, or section, or 
whether they hve m the town or country. (c.) Companies should be tnxed on tlwir undivid••d pro
fits, and no! b~ made ~he ~ompulsoryagcnts for indiscriminate coll<•ctiun of taxes, bccau•" tht•y violate 
~he very pnnmplcs of JUStice by passmg the tax on to the poor, who should not pay. Bvery invr•tur 
111 a ·company should pay his own income-tax according to his income. (d.) 'l'hat land-tax •huuld 
not be applied to farms and holdings not suitable or capable of subdiviBion, nor to town scct.ions, but 
solely for the purpose for which it was framed-to prevent aggrcl(ations and to bur•t up lnrg11 <'Htates. 
The. amount colle~ted in taxation from the people should be tlu; loweKt amount m•c•••sary for the 
serviCes and functiOns of the State. If we take more we are not JUHt t:o those who pay ; if we take 
less we are not just to the State. If every one bears his fair share it would allow the rat" of tnx to 
be considerably reduced and make it easier for all to bear. 

In making these suggestions I know we will never have a taxation system which i• pcrf<•ct, but 
any legislation must make the present one more just. I realize al•o that it will be much more 
difficult for the Taxation Department to collect income-tax from individuals than it iK to collect it 
from the collecting agents, but the difficulties of <enforcing a just system Hhould not be an !!X<:UHe for 
adopting an unjust one. I do not come here on behalf of any party or interest, but to pl<"d fur thnt 
which I believe to be common justice for all. For only by ju.•tice can we hope lor a contented and 
tranquil people. I believe the greater part of our unrest to-day is due to the spirit of KeifiBhneHH, 
want of consideration for others, and a general desire to place our burden on some otlwr shoulder•. 
We do not seem to have learnt from the great world lessons of the past that abKolute justice i• the 
only safe harbour from the gales of strife and turmoil. I believe that God has giwn u• wealth and 
talents that we may use them for the good of our fellow-creatures, and all the wealth we may accu
mulate cannot atone for such duty neglected. The world cries aloud for that new spirit which the 
war was to bring. Did that spirit die with those brave m"n who f.,ll on the battl<·field and louve 
only selfishness, class bitterness, and strife to dominate the world ! Or is the prcs!!nt •tate but one 
of the sorrows through which we must pass to that happier era when ••·If will no longer the wavering 
balance shake, when men will not live for self alone, but use the talents and the wealth which God· 
has placed in their keeping for the happiness and contentment of the human beingo around them 1 
I plead that we do away with camouflage an~ make-bel!ef and have a juot syst~I~ of taxation, wher!!by 
each will pay their d11c share of the natron s burden rn accordance With their rncome, and not take 
it from the poor man's horne, where there may be little in the cupboard but children's head• looking 
for food, and to which the nightmare of poverty may be a frcqiwnt viKitor! 

Mr. Weston: There are one or two questions I wish to ask you, Colonel 1\Iitch•·ll. In your 
statement you say that recent legislation has freed all incomes. deriwd fro?" land from ~axation, 
and that you understand this affected 4,602 !andowners, who pllld £221,000 rn 1921-22. 1he? you 
say, " Six of these landowners had assessable ~ncomes of over £10,000 each m .the •lump Y?ar.. There 
may be double that number with double the mcome this year, ~ut all are relieved of pay mg. r~come
tax, and as they paid land-tax before the war they are practrcally back to pre-war. co~d1trons of 
taxation " Now have you not overlooked the fact that the land-tax has been heavrly rncreaoed 1 
-It ha; been in~reased by 125 per cent. The actual rate of increaHe ~as not beef! increaoed v_ery 
much but more land-tax has been collected on account of more land bemg brought mto cultivatron. 

You must admit that 125 per cent. is a substantial increa•e !-The actual ·amount of incrcll8c 
in land-tax is only £500,000 from country land. Whether the .actual tax on indivi~uals is any greater 

·I do not know. Obviously, £500,000 of increased land-tax pmd doCH not meet their •hare of the war 
burden. · 

Of course, in a statement like this one relies. tremendously upo~ the accuracy of the facta ~nd 
premises. Is it not rather an exaggeration to put It as J-:OU hav_e put rt there. ~n your own ohowrng 
there is an increase in the rate of 125 per cent. ?-That IS not m tho rate, but m the actual amount 
received: it is 25 per cent. greater than in 1913. . , 

Mr. Hunt.] But the valuation is higher !-There has been an rncreasc m valuation• that would 
have taken place whether the war happened or not. 

Has the rate been increased, Mr. Clark! . 
Mr. Clark: Yes, the rate has been increased. In 1912 the current rate was 5,d. rn the pound 

on the unimproved value. Tqe maximum was reached at £200,000. The present maximum is 
reached at £90,000, and the rate is 7Hd. in ~he pound. 

Mr. Hunt: The rates, then, have been rncreased 1 
Mr. Clark: Yes. 
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Mr. Weston.] Then, Colonel Mitchell, you have drawn attention to the fact that there has not 
been such a great increase in the total recei':ed fr~m ~and-tax as from income-,tax .. Have yo~ not 
overlooked this fact which came out at the mvest1gatwn made by the 1922 'Iaxatwn Committee: 
that Mr. Clark pointed out that owing to the exemption limits the more subdivision of land there is 
the less land-tax we are going to receive, because the exemptions in favour of the small farmers arc 
so large ?-Yes, I know· of that fact. But what I am pointing out here is where the war burden was 
placed, and I maintain that I am qnite ~r~e to fact that it is clear. that the war burden was laid 
principally on the mcome-tax. In my opmwn, the gr?ss amount received from land-tax would ~ave 
increased in any case, and, obvionsly, the £.500,000 paid by the country landowners and the £400,000 
paid on the town dwellings does not represent any material contribution towards the war debt. 

Now, dealing with Crown lands: you know that it was an oversight on the part of the House 
when the pastoral-lease holders on Crown lands were allowed to escape taxation ?-I should think 
it was. I do not think the Bill could have been deliberately passed as it was. 

It was an oversight. They were taxed prior to 1916, when they were freed from land-tax, and 
it was purely an oversight ?-I take it that what the Prime l\Iinister intended was that, as far as those 
who were paying income-tax before the war were concerned, they should not be relieved of income
tax if they were paying it prior to the war. 

In your statement you say, " There are only two sources from which a company may pay its 
income-tax-(1)·to take it out of the dividends of its shareholders, and (2) to pass it on to the people 
it is doing bnsiness with in the shape of higher charges." Could you not add to these "(3) economies 
in working, and (4) increased expansion "?-No, I would not say that. Money is worth a certain 
rate of interest. If the income-tax is going to be taken from the shareholders, then it should come 
out of their dividends, but these companies are not paying any less. They are paying usually more 
than the average rate of interest, and therefore the charge mnst be passed on. That is only a matter 
of competition reducing their charges. . 

We have had evidence before ns to the effect that economical working has enabled some com
panies to meet the increased income-tax ?-And also pay their shareholders a greater rate of interest 1 

Yes, but, anyhow, the rate of interest in this country is determined purely by the law of supply 
and demand. You will admit that there has been a substantial increase in the rate of interest since 
1914 ?-Yes, qnite. 

Roughly, from 5 per cent. to 6! per cent. ?-Yes. 
Surely any investor in companies will require the same increase in his return on his capital 

invested in companies ?-Let me put it this way: if you were receiving 6! per cent. on money tlmt 
you had invested outside of a company you would have to pay your own income-tax, but if you 
received 6! per cent. from a company they would pay your income-tax for you. Therefore the com
pany pays the income-tax and passes it on. 

Well, I do not follow your argument. You must admit that by competition the rate of interest 
to he derived from all classes of investment, irrespective of that portion of the rate which covers 
insurance against risk on investments, tends to become the same. For instance, if you get a better 
return from mortgages on land as compared with company investments, there would be a rush of 
capital to mortgages on land, and you would gradually pull down the rate of interest on companies. 
There would be less money available for companies, and that rate would tend to go up. You say 
you get 6! per cent. from companies free of income-tax. Is it not a fact that most company shares 
are at prices which only gives you 5 per cent. as against the 6! per cent. you get from mortgages ?
Not in the robnst companies. 

But it is no good forming a theory and then fitting your facts to that theory, Colonel Mitchell. 
Take Government tax-free bonds: what is the price of 4f-per-cent. tax-free bonds ?-I do not know. 

About 97 ?-I do not know. 
Take New Zealand Insurance Company shares: what return do they give on the present market 

value of the shres 1 5 per ce~t. If you will work i~ o~t you will find that your assumption that 
the whole of .tins mcre~ed tax IS .P":ssed on to the public IS probably an exaggeration. It is certainly 
~n exaggeratwn.?-I.d1d not say It IS all passed on, bu~ I say that all the companies that can do pass 
It on. I make It qrnte clear that those who can pass It on are the robust companies, and that those 
who cannot pass it on are. the sickly companies. That is the principle I have set out, the principle 
of haVIng company collectmg agents to collect our revenue, and allowing them to get it from where 
they like. 

You said that a large number of companies had paid increased dividends ?-No, I did not say 
that. I said some of them had. 

Have you carefully taken that out and verified it l-I only set out one case. I mentioned one 
case. 

Have you taken the trouble to-- ?-I have taken a lot of trouble over this matter-more than 
I could really afford. 

But have you got all your facts, or have you jumped to conclusions ?-No, I have not jumped 
to conclusiOns. 

You refer to coal-minin~ company shar~, and your assun11,'tion is that the tax is passed on to 
the people b;y those compames .. I know a.I!ttle ":bout coal-numng companies. In New Zealand the 
coal co?'parues find thellll!elves m competitto':l With the State. They are also in competition with 
Anstralia, and as a geological fact the Australian coal-seams are so wonderful that they ca d 
coal cheaper than it can be produced in New Zealand ?-Yes. n pro uce 

Do you know that ~tearnsh;p freights from the West Coast to Wellington are almost as great as 
from Newcastle to Wellington ?-Yes ; they incorporate the income-tax. 

The result is that with Anstralian competition the price of New Zealand coal is fix d b 1 t 1 
independently of the taxation ?-The principle still obtains with them. e a sou e Y 
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I
.t Wh.at pri':'eiple !-That the tax is counted with the overhead charges and they hnvc get t t k 

out of their mdustry. • 0 n c 
Yes, but it affects the dividends 1-It may. 
Do you know that there are only three coal companies in New Zealand that are paying over 7 

per cent. 1-Yes. 

And that a c?al company, with all the danger of loss of capital through explosion, is entitled to 
a greater rate of mterest than 6t per cent. What do you think would be a fair rate of interest for 
a coal_ co!"pany to retu;n_1-I am not competent to give an opinion upon that. But I still stick to 
the pnn_ciple, and even If It does not apply to all the coal companies I still think that the more robu t 
compames pass on the tax. s 

Yo~ start a pri()ri with ~he principle th~t the tax is passed on, and you have built up your 
assu~ptwn on that 1-That IS. your assumptiOn, and you are entitled. to assume that. I do not 
admit 1t. 

But have you had any very great experience in the management of companie.s 1-To some 
extent, yes. 

What experience 1-I have been connected with various companies. · 
In the com:'•. of your statement ;you say, "We could make all our own wool into tops and add 

two to three m!lhons to our annual mcome by exporting them instead of raw wool": is not that 
more or less a ~eneral statement 1-I understand that the addition to our income would be at least 
that. I have discussed the matter, and I believe that it would be at least that. Of course it can 
only be a random shot, but I understand that is what it would amount to. ' 

· I supp~se yo~ ha':'e discussed this matter with that school of thought that thinks that New 
Zealand,.conng to Its distance from other countries, will alway~ be at a disadvantage as an exporting 
country of manufactures 1-No, I have not discussed it with any school of thought at all · I have 
formed my own opinions. . ' 

Then, in your statement you give us a comparison regard in~: incomes from land 1-Yes. 
As I understand it, you take the income as a net 10 per cent. of the capital employed !-The 

gross income. 
But what do you take from that 1 Is it your taxable income or is it your gross income with 

expenses to be taken off it 1-Gross income. ' 
Do you take working-expenses off that 1-No. I think that is a fair comparison. It is showing 

the income. Of course, the ordinary working-expenses would be taken off. 
Are these your own computations, or are they taken from the Taxpayers' A.sociation 1 That 

association was formed for the purpose of fighting the company-taxation 1--I understand there is 
a Taxpayers' Association, but I am not in league with them. 

Have you taken your figures from their publications 1-No. 
They are your own working out 1-Yes. 
In your comparison you calculate that the farmer would have an income of £720: is that the 

net income, or have you to take the working-expenses of the farm from that !-No; that is after the 
working-expenses have been taken off. 

So that you calculate that a man would get 10 per cent. from his farm !-No; that is the gross 
income. · 

What do you take off for working-expens•s-labour, seeds, and all sorts of thing• !-Seed• would 
not come into it. 

There would be working-expense.• and manures; you must make allowance for the•e 1-I have 
taken these figures as a general rule, after allowing the capital value, and for de.ductions of stock and 
plant, and the income he would derive on the same basis on the same amount involved in a bu•iness. 

Where pid you get these figures fr?m ! Did you get them from the Taxpayers' AR.•ociation's 
report 1-No. 

I cannot understand it. You see, if you worked out your figures to get that income of £720 you 
wonld have to make some allowance for working-expenses 1-(No answer.) 

The Chairman.] Must not your gross income be more than £720 1-'l'hat is what I took for the 
purposes of taxation. . . . 

Then, your gross income must be more t_han £720 !-That IS the gross mcome for taxatiOn. 
That is after you have paid your workmg-expenses !-Yes. . 
So that your gross income is more than 10 per cent. on your capital 1-Yes. 
Mr. Weston.] Do you honestly think tha~ farm_e';' are a_t present making 10 per cent. on the 

capital involved !-I took it from what the Pr1me Mimster said-that the farmers had to pay up to 
9 per cent. on any money they would get. If that is so, then to capitalize at 5 per cent. i~ out of the 
question. If they have to pay 9 per cent. they w~uld _have to_gct 10 per cent. to ~ake It P~Y· 

In an important question like this the great thing IS~ amve at the facts. Is It not curwus_for 
you to say, "A man with whom I have had a conference says so-an~-so! You are not a practical 
fanner, Colonel Mitchell, and you have not gone mto the questiOn w1th farmers "!' to w?at return 
they do get from their land and improvements and stock. D? you not ~hmk th~t m P.uttmg 10 per 
cent. as the net income, after paying all expens~, you ,are statmg s~methmg that IH not m accordance 
with fact !-I say plainly that if the Prime Mimster s statement IB correct, and they have to pay 
9 per cent., then they would have to get 10 per cent. . . . . 

Mr. Shirtdif!e.] But what do they pay 1-I am _taking the s~atement of _th~ Prime M1mster. 
. Mr. Weston.] You have come before us to give Important eVIdence, and IS It not necessary foi 
you to be very sure of yo~ grounds that t~e fanner does get 1? per cent. The whole of you~ cal
cn!ations fall to the ground 1f the farmer realizes only 5 per cent. mstead of ~0 per cent. !-And If the 
merchant in the town realizes only 5 per cent. he would be on the same basiB as the farmer. 

23-B. 5. 
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But you are giving your table dealin!f with the effect of taxation on the farmers, a!'d largely 
your conclusions are based on the assumptiOn that the farmer can make 10 per cent. net mcome on 
his capital1-l do not say that at all. 

If they were based on 5 per cent.--1--;The figures. would be slightly different, I !mow. . 
In your statement you say, "It is obv10usly unfall" that a small farmer on a smgle holding 

should have to pay h>nd-tax designed to burst up large estates when he has no estate to burs~ up:" 
But, you see, the graduation ~oe~ not .apply to the sm~ll farm~r 1-1 forget what the e.xempt10n.1s. 

Mr. Clark: It varies, begmnmg With £1,500 and d1sappearmg at £2,500, and there IS exemptiOn 
in ·respect to all mortgaged land disappearing. at £8,000. 

Mr. Weston: You see, the graduation does not start until you get to £20,000. 
Mr. Hunt: No: £5,000. 
Witness: The point I am making there is that I say, "I do not know how many of the 54,700 

land-tax payers were farmers, but there must be many thousands. Many of those were having a 
struggle to exist, and there was a demand for some relief on their behalf, but the 4,600 income-tax 
payers are obviously the richest of the landowners. The effect of the recent legislation, therefore, 
was to remove the burden from the 4,600 rich ones and leave it on thousands of poor ones. It is 
obviously unfair that a small farmer on a single holding should have to pay land-tax designed to 
burst up large estates when he has no estate to burst up. If the law wished to help him the land-tax 
should have been removed from all one-man holdings, and not the income-tax from large estates." 
I know what you are referring to-the man on the small holding whose unimproved value is very 
small, and who therefore does not pay land-tax. There are many thous(lnds of those. But there 
are many thousands who are paying land-tax to-day and who would have no assessable incomes, and 
therefore land-tax is a burden upon them, and I do not believe that it was intended to apply to them. 

Mr. Shirt.cliffe.J Do you think that if the incidence of taxation were shifted from companies 
to shareholders, shareholders would expect to receive larger dividends 1-No, I do not think so, 
because the shareholders would naturally want the current rate of interest. If the tax were shifted 
on to the individual and the individual had to pay his own tax it would not matter whether he drew 
his income from a company or from outside a company; he would draw practically the same rate 
of interest, and he would have his own income-tax to pay. Therefore I do not think he would expect 
any greater interest from the company than he would expect from outside the company. If it were 
all put on the one basis, if each individual in the country had to pay his own income-tax, it would 
not matter whether his money was invested in a company or outside a company provided he was 
getting the same rate of interest. 

Take the case of a company-and there are many-that is to-day paying a dividend that is ouly 
equal to or less than the current rate of interest 1-It obviously cannot pasa the tax on. 

We will come to that presently. If the shareholder had to pay the tax out of his dividend, would 
he not feel that in order to do the best he could for himself he must sell out of that company and 
invest his money somewhere else 1-Yes, that is obviously the case. 

Might it not lead, then, to discouragement of investors to put their money into companies 1-
If he would not get as much interest out of his shares in the company he would obviously transfer 
his investment to where he could get a better interest. But I do not think that that would interfere 
very largely with the companies, because the companies would be supported by small investors who 
would have no income-tax to pay, or would pay on a very low scale. 

Then, would you not come to this position : if the ultimate effect were to be as you now suggest, 
these large companies that are carrying on the business of the country, or perhaps 75 per cent. of it 
would be largely escaping taxation themselves, according to your proposal, and their shareholden: 
:would be escaping taxation 1-The shareholders should not pay taxation if they have no taxable 
Income. 

Then, it might be that the whole of the business, taking ~n extreme case would pay no taxation I 
If t.he shares all grad~ally drifted into the hands of small investors-people' who had to pay little 0 ; 

no m?ome-tax-then 1t would follow tha~ 75 per cent. of the business of the country would pay no 
taxation 1-Then 7~ per cent. of the busmess of the country would be done by the small investors 
that would pay no mcome-tax. Personally I do not see that that would be a very grave injury to 
the country. 

~ow would y~u raise your taxation 1-1 take it that the same capital would be in the country 
and 1f v:e have an m?o~e:tax, then it would probably mean a raising of the scale of taxation in orde; 
to get 1t fro'!' the md1V1duals. But that should not make us go on with the company-taxation 
system by whwh we collect taxes from the very poor through the ~ompany. It would mean the raising 
of the taxes from those who can .affo.rd to pay ~hem-the richest people. 

You make a v~ry strong pomt . m your e-;dence about the passing-on of the taxation. You 
refer to the compames as tax-collectmg compames. I understand from what you have said to Mr. 
West~n t~at. you do not base that stateme~t upon any .actual experience of your own 1-I have 
gon~ mto. 1t m one or two cases and have satisfied myself m my own mind. I may be wron -1 am 
not mfalhble-but I honestly believe that what I state is true that the tax so far g · 
Pass it on . ed I h . . . , , as compames can 

, 1s pass on. ave gone mto 1t m several cases and have found that it is passed T k 
one case now. I ha':e mentioned this case befo~e, and therefore I am not doing an· in':rn. to ~h: 
company. The Wellmgton. Gas Company, up till last year, I think, were qnite crndi! !bout it 
that they put on ls.-I thmk that was the amount, though I am not qnite sure now-th t ' 
Is. per thousand feet of gas to pay their income-tax. That Is. went on to everyb d · they. pu bon 
used gas. o Y m e CJty w O• 

Is it qnite a fair illustration 1 Is it fair to take a special instance of what · 11 1 
to prove a general argument 1 Is that qnite fair 1-1 think that ouly typ'fi ~~rea Y a 1mo~10~0 Y 
of our company-taxation. 1 es e genera prmCJp!e 
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That is really your theory ?-Yes. 
. But you have no actual exp~rience 1-~ tell you I have gone into it and it has been substantiated 
m several cases. I am not at hberty to g~ve those cases, because the evidence was given to me in 
confidence. 

Then you do not allow very much for the force of competition in keeping prices down 1-No, 
bec~use I know of my own knowledge to-day that business is largely carried on-various classes of 
busmess--by arrangeme.nt of prices and combinations. That has become a recognized principle. 

Do .you know that m what are known as the slump yeara very large losses were made by trading 
comparues generally 1-Yes. 

If, as you say, trading companies ca.n pass on the tax by arrangement amongst themselves, or 
by a~y mea':"' they can employ, why did they have to make those losses ?-There is no way of 
guarding agamst a. slump of that sort. I suppose that only such companies as the Gas Company and 
any other comparues that had a monopoly conld pass that on. The general run of business people 
had no option but to write off a very great loss. I am not making my statement on a slump year. 
I am taking the general principle. 

You make the statement that as a matter of general practice the tax must be passed on 1-Yes . 
. If companies can pass on taxation of Ss. 9d. in the pound, as it was a few years ago, what com

pellmg force m~d.e them .lose such tremendous sums in their trading during those slump years 1 
Force of competitiOn !-Srmply because the whole bottom had fallen out of business, and they conld 
not pass on all those losses. I am speaking of the income-tax. They passed on that, but they conld 
not pass on huge trading losses when stocks of all kinds had fallen and the market was gone. 

It comes to this, then : they can pass on one special form of loss in the shape of income-tax, but 
they cannot pass on an ordinary trading loss !-They .make provision for ordinary trading losses and 
their taxation in ordinary years. In slump yeara nothing can save some companies, and nothing 
did save them. 

Do you think the price of money has increased ! We know it has increased from about 5 per 
cent. in 1914 to about 6! per cent. to-day !-Yes. . 

Is that a proportionate increase to the income-tax !-I shonld not think it was, but I have not 
worked it out. 

In that case, then, the whole of the tax cannot have been passed on as affecting the price of 
money 1-I do not say that it has all been passed on, but I say that the general principle is to pass 
it on. All those companies that can, I make it perfectly plain, do pass on the tax. Those that 
cannot pass it on are having a struggle. . 

Does it not come down to this, then: that the companies that can pass on the tax are only 
companies that a.re dealing in a monopoly !-Yes, or that have combinations or are protected in such 
a way that they can pass it on. 

Mr. Begg.] On page eleven of your statement you say, " I am therefore of opinion that land-tax 
shonld not apply to town sections and small farms and country holdings not capable or suitable for 
subdivision." Do you not think that leaving them out of the land-tax might lead to undue specu
lation and keeping land in idleness 1-I have thought of that, and there is a danger there, but I do 
not think the land-tax will prevent that. I agree with Mr. Clark that one of the saddest things, one 
of the worat things for the country, is specnlation in land. But I think that other means shonld be 
adopted to prevent that. I do not think that the land-tax shonld be kept on small estates for the 
purpose of stopping that specnlation. I do not think it will. But I believe that legislation can do 
it and shonld do it. 

Some other means but taxation ?-Some other means but taxation. 

WILLLUI BROOKLYN MATHESON, President of Wairarapa Province of New Zealand Farmera' Union, 
examined. 

The Chairman.] You have prepared a statement setting forth the views of the Farmers' Union 
with regard to taxation 1-Yes, sir. I dare say you will be pleased that the views of the Union are 
so briefly put. In 1922 they sent in a very much more el~borate. thing, bl:'t you. will. realize the 
difficnlty we have, with 400 branches and 10,000 members, m gettmg anything which IS clear and 
unanimous. The wish of the Executive was only to send in what was the opinion of the Union as a 
whole. I regret also that it is not better worded, but as it is it is a unanimous opinion. There are 
two unfortunate omissions which I can only supply peraonally but which I am sure were intended 
to be here. I refer to the question of company-taxation and the question of forestry. 

Will you please read what has been writ~en, and then you can add what you desire to say about 
these other two mattera !-The statement IS as follows:-

EVIDENCE TENDERED BY THE NEW ZEALAND FARMERS' UNION. 
1. We are of opinion that the la!'d-tax, .~eing a form of ca:pitallevy, is bad in principl~, being 

a class tax, and we are in favour of Its abohtwn, and that the mcome-tax should apply to mcomes 
from all sources. 

2. We consider that in the event of the land-tax being continued the special exemption should 
be raised to £3,000, seeing that the income-tax exemption is £300, which capi~lized is . £6,000. 
This suggested alteration in exemption is based upon a 10-per·c~nt. profit on £3,000 mvested m laud. 

3. We consider that the present system of debenture-taxatwn sh.ould be amended so ~ to make 
the levy the same rate all round, giving no advantage to local bodies or any other sectwn of the 
community. 
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4. Seeing that (a) during the past years the farmer borrower has been J?enalized unde~ ~he 
present system (by the flow of money into less-taxed investments), (b) the prosperity of tb~ Dommw.n 
so largely depends on the primary produ?er! and that (c) the settlem~nt of t~e ~occupied land~ IS 
so vital, we consider that if any differentiatiOn be made It should be m the duect10n of encouragmg 
investments in rural securities. 

The Chairman.] With regard to the question of company-taxation, do you express your own views 
on that, or the views of your executive 1-I should like to_ give my own views sepa~ately when I h_ave 
finished with the union, but as a member of the executive I can say that there IS a strong feeling, 
though not a unanimous one, that company-taxation is thoroughly unwise and should be either 
diminished or swept away. That is so, though no agreement was reached as to the immediate 
percentage. The other point is in regard to forestry, which we feel may be touched by taxation. 
We feel that it is one of the very serious things ahead of us here, and that if a youn~1 industry 
deserves protection for the sake of timber for us all, and for the sake of water reserves;;forestry 
should be encouraged. ~ 

Mr. Hunt.] The union for which you speak: it is just the Wairarapa Province, I unde tan<!--'· 
-No; for the whole of New Zealand. In other provinces you have had evidence given, and •chink 
it should have been distinctly stated that it was provincial evidence. The executive from S,..>uthland 
to Auckland met last week, and this statement was the result of their meeting. 

Mr. Shirtdiffe.] With regard to paragraph 3, relating to the debenture-tax, you think ~here 
should be no differentiation between income from debentures and any other income 1-Y s, su. 

What is your view regarding the past issues of debentures 1 Would you consider .hat the 
Government would be justified in increasing the taxation in respect of past issues of debe tures to 
a level with that on other income 1 Do you consider there would be any breach of fai 1-No 
Britisher likes to go back on a bargain. 

Do you think there was a contract 1-I am a farmer, and not a lawyer, sir. To me i w~s a 
contract ; but the State comes before the person, and I think the King must override his )vwus 
doings if he thinks it is for the good of the State. i 

You would not take the view, then, that investors in debentures invested their mone with 
their eyes open to the possibilities of future legislation 1-I think they would be justified in 1 hting 
it, and I think a very strong case should be made for changing any bargain. I should prefe~not to 
change. That question was never raised by our body. ( _ 

Other investors have to face the fluctuations in taxation, have they not 1-I think, as I sulested 
before, that the necessity of the State for the moment and the righteousness of making taxatio bear 
equitably may override previous agreements. There is no finality in our legislation. 

When you talk of previous agreements, let me ask this : Was there any agreement beyond his : 
that during a certain year-and remember that taxation is fixed from year to year-the tax sl!!.l!ld 
be half a crown in the pound 1-I do not know the wording of the Act of regulation. It may de~e 
a term of years. If it did not and the tax came in the Budget for the year, then I presume tha · t 
only legally covers the term. . 

Mr. Shirtcliffe: That is so, Mr. Clark, is it not 1 
Mr. Clark: That is so. 

1 
Mr. Shirtcliffe : It only covers the taxation for the one year 1 
Mr. Clark: That is all that the House can appropriate. 
Mr. Shirtcliffe: Then next year it might be raised to 3s. 1 
J:Vitness:. Very well. _It is jus_t that I have not gone into the evidence.- Always it seemed to me 

that if there Is a balance m questiOn the State should come before the individual. 
Mr. Shirtcliffe.] But in view of the fact that there was no contract covering a period or term of 

years-- 1-Was there not in connection with those non-taxable bonds 1 
Those were t~x-~ree. That was a contract 1-Then, there is a difference in the wording. 
That was a di~tmct contract. Investors were attracted 1-I think I had that in my mind. 

_I am not talking about the tax-free bonds. They are in a different category altogether. I am 
talking about the company and local-body deb~n~ures, the t~x o_n which is fixed from year to year 
~nd only for the current year 1-Then I think It IS perfectly Jlistlfiable that they should be taxed as 
18 seen fit. 

Mr.l!egg.] Do yo~ consider that if the debenture-tax is not abolished some differentiation should 
be made m favour of mvestments on mortgage to counterbalance it 1-Yes as an adjustm t b t 
I think it ~ould be a grea~ P!ty. I _think the ?ther would be much the simpler thing to do. en ' u 
. You_ think_ that the prmmple of mcomes bemg subject to the same tax, whatever the s f th 
mcome, 18 a right one 1-I do. ource o e 

. The Chai~n.] You ha:'e prepared a memorandum setting out your own private · th 
subJect of taxatiOn 1-Yes, s1r. VIews on e 

Wi~ you read that to us now 1-I will read it, but with a good deal of d"ffid b · 
seems nght that we should record our opinions if we have given any thought to t~ enctet, eciau:'e It 
follows :- e rna er. t IS as 

"I have approached this question presuming-and I hope I shall be co ted "f I 
th t C · · · lled . rrec 1 am wrong-a your omnuss10n 18 ca on to suggest an Ideal system of taxation which is · t bl d 1 · 1 
and so adjust it to present conditions that it will be a ossiblc a ' d eqw a e an og~ca • 
and SO educative that it will be likely to bring in time the id~aJ system~~ :ent ;o rese~~ reguJa~IOn,~ 
bee~ use ~e ?eople_ on whose behalf our twenty-million revenue is collected':~ . :ayill educatllve 
to live Within theu means as a well-balanced community unt"I II te n spen w never earn 
taxation. At present the majority pay no direct taxation.',' a vo rs pay some form of direct 
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. That is a point I am quite clear on, that the only way to bring responsibility back to the crowd 
IS to see that they hand over some visible money for no visible return except administration. 

"We cannot expect wise administration until the voting public realize that all public expendi· 
tures are a charge on commuuity earnings and must reduce net wages. I presume there is no need 
to combat any evidence you have received, such as that given by the Hon. George Fowlds, suggesting 
that land-tax should absorb all value beyond improvement, or to submit evidence to show that such 
a course would he undemocratic and had economics because it would drive country population to 
town. I noticed that the Commissioner of Taxes in giving evidence spoke of landholders as a pri· 
vileged class, a statement which raised no question. Later, in Dunedin, Mr. Gow made the same 
suggestion, saying that unearned increment attached itself to land more than to any other form of 
wealth. I do not agree. I think there is a danger of forgetting that much of the increased value 
accruing to land comes from expenditure of local taxation in general and special rates. The acquire
ment of land in New Zealand has been on a market open to all. Large amounts have been lost in the 
past by enterprising settlers, who after years of labour had to give up their homes, and I submit 
that any special tax applied to land at the present time would he had for the general community in 
that it would retard production." 

I may remark that there has never been suggested the alternative, that there should be any 
compensation given where investment in land proved a great failure. 

" Indeed, a land-tax in any form is a class tax, penalizing one form of industry, and that the 
on~) which it is the particular interest of the people should be invested in and developed. The serious 
trend of population from country to town should he to our administrators a guide, a taximeter 
indicating a need to relieve producers' taxation if rural population diminishes dangerously, or to 
increase the percentage of their tax if the reverse occurs. My belief is that if taxation is fixed on 
sound lines there will he no need for adjustment, but that natural laws will reasonably balance the 
town and country population. Company-taxation, so tempting in its simplicity of collection, is 
Inisleading, in that payments which their customers appear to make for goods or services are really 
contributions to public revenue. It is also had in penalizing !¥1areholders whose net income is a small 
one. For these reasons I would aim to abolish land and company taxation and make the chief 
source of revenue an income-tax. I would reduce the exemption from £300 to £200, and below that 
ask all voters to state their incomes for the past year and pay a direct tax of £1, the receipt form 
having attached to it a certificate of registration on the electoral roll." 

I suppose that for a man who thinks he is a Conservative that is a very radical proposal, but I 
do believe there is a truth in it which will have to be arrived at eventually before we shalt be thrifty 
in our expenditure. If a man pays some direct taxation over the counter he will feel a direct interest 
in expenditure in every direction, and it will make him more careful. We know how public expendi
ture is increasing. It means continual taxation every year, until it is in danger of overbalancing 
our finances. 

"Death duties I think should be halved. They at present cause great hardship, in many cases 
disabling the survivors from living in the same conditions as before the death occurred. 'l'he present 
taxes on such luxuries as gambling and alcoholic drinks should be continued. Seventy-five per cent. 
of the revenue should be raised from incomes. And the balance of 25 per cent. should be met by 
voters' tax, death duties, taxation of gambling and liquor; any estimated deficiency being made up 
by a property-tax on all individual wealth exceeding £500." 

That is using the capital levy, hut I believe it is quite sound that all property-owners should have 
some further responsibility to the State than the man who only has an annual income. It is, I know, 
argued by business men th~t it is taxi~g the same man on his income and on th~ capit~l which 
provides his income. That IS true, hut It does not get away from the fact that, hemg by mdustry 
or good fortune the possessor of propert:r, yo~ .are holding s.omething which is I?rotected by the Stat?, 
and the State gives a good deal of public facility for handling and controlling It. May I add that It 
is a distressing thing to me to see the irresponsible way in which we as a community press for ex
penditure, and I am convinced that nothing will remedy it but direct taxation upon the public; 
and though it may not be a popular thmg for any one to do, we do not know m New Zealand what 
a leader could do who put his case clearly before the people. 

Mr. Begg.] You have no faith in painless taxation !-I have not. I think it is a demoralizing 
thing. . 

Mr. Shirtcliffe.] You would make each elector practically buy his right to vote !-I would not 
put it in that way. In the old American colony ~eces.sion there was the crl:' raised, "No representa
tion, no taxation." I think the other applies furly m a modern commumty, that there should be 
no representation without taxation. 

It comes to that !-That is not buying a vote. 
An elector would have to buy his right to vote. He could not exercise a vote uuless he paid 

£1 !-He could not vote unless he paid his tax. 
I am speaking of the small man ~h~ has no taxable inc~me. He would pay a direct tax of £1, 

and in return for that he would get his right to vote. That IB what you say !-No. He then surely 
becomes registered as a voter. . . 

He could not become re1,<istered uuless he paid the .£1 !-That Is so. . . . 
Mr. Weston.] Would you abolish the Customs taxatiOn altogether !-I would retam It on liquor 

or any other extreme luxury that I thought it w~s wise to. t~y to steady. . 
You are referring to motor-cars, perhaps 1-Certamly, If It can be shown that they are luxunes. 
And tobacco : would you count that as a necessity !-Quite a luxur,v There is n:o question 

about that if you go into science. If I were brave enough I should go still further and mclude tea 
under the heading. 
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ARTHUR SEED, Secretary to the Dominion Federated Sawmillers' Association, examined. 
The Chairman.] You have prepared a statement setting forth the views of your association in 

connection with the question of taxation, ~r .. Seed !-Yes. . 
Will you read it to us, please 1-Yes, It IS as follows :-. . . . . . 
On the assumption that the purpose of the present CommiSSIO~ on taxatwn IS to mv~t1g~te all 

matters relative to taxation in New Zealand and to seek a concluswn as to what alteratwns m our 
existing systems or what amendments to our present laws are. needful. to ensure that every i':'divi~ual 
citizen shall contribute to the needs of the State that proportiOn of his means as shall be stnctly JUSt 
and as near as possible exactly proportionate to his ~bility to pay, and accepting the pr.inciple of a 
graduated tax, we unqualifiedly support the contentiOn that the present syst~m of levymg ~~come
tax on companies should be altered, and that the tax on the profits of compames should ~e 1~-;ed on 
the shareholders or the actual recipients of the income derived from such profits-as mdiVIduals. 
It is mmecessary here to traverse arguments and reasons in support of this contention, as these have 
already been exhaustively dealt with by others; also this Federation placed before the 1922 Taxa
tion Committee a report dealing in some detail with this subject, and what was said then is sub
stantially true to-day. Copies of that report will be made available to the present Commission if it 
is so wished. We also wish to support the contention that by virtue of there being a large avenue 
of gilt-edge tax-free investment (Government loan) and a probably larger ~venue of lightly taxed 
investment (local-body loans and company debentures) not ouly are wealthy mvestors able to escape 
their just contribution to the State, and thus is a heavier burden placed upon companies and those 
in receipt of " earned " income, but development of the Dominion and the community is retarded 
by discouraging investment in industries and development activities. The actual effect on the 
latter avenues is cumulative by virtue of the added burden due to the first. 

As more particularly affecting the Sawmilling lndustry.-Apart from those larger aspects of the 
taxation question there are several fl~J)tors in the present system of assessing income for taxation 
purposes which are more peculiarly severe in their incidence upon those engaged in the sawmilling 
industry than upon those in any other industry or occupation in the Dominion. This is by virtue 
of the fact that sawmillers are dealing with wasting assets-not only in the bush, but in the mill, 
buildings, plant, machinery, and tramways; in fact, every item on which capital is expended. The 
result is that this industry is at present suffering a distinct injustice in respect to taxation that no 
other industry is called upon to bear, and we wish to enter the strongest possible plea for its removal. 
The question is one of the rate of depreciation allowed to be deducted from income for tax purposes, 
and the matter of local rating is, unfortunately, also involved. Prior to 1917 even standing bush was 
treated as part of the land for purposes of income-tax, and no deduction from income was allowed 
for bush cut out during the year, but this was altered by the Finance Act; 1917. This admitted the 
principle of the "wasting asset," but relief has stayed far short of complete justice. 

Tramways.-To deal first with the question of depreciation of tramways, as this item bears parti
cularly heavily upon some operators, and is not felt by others, which accentuates the injustice of the 
position. In very many instances-and these are very quickly becoming more numerous as the 
location of available bush becomes more and more inaccessible-it is necessary for the miller to 
expend large sums in constructing tramways to reach or open up his areas. These trams only have 
value so long as such areas last, and should be written off wholly within their actual " life " by 
equal annual amounts. Such writing-off was possible and allowable as a deduction for income-tax 
purposes t.ill the legislation (t~e Land a~~ Inco":'e .Tax Act, 1923, sections 80 a~d 83) of last year 
precluded It, and reduced any allowable deprematwn to 5 per cent. on the "capital value appearing 
on t~~ valuation ro~.:' Althoug.h the sawmiller as .an. ordinary bus~ess measure has to make yearly 
proVIsion for the wn.tmg-off of his t~amways as vamshing assets, he ~s yet required to pay income-tax 
on the amount ~o wntten off, ex~eptmg on 5 per cent. of the amount, If any, of the cost of his tramways 
that may appear on the valuatwn roll. He has no assurance that the amount on which he will be 
allowed such 5 per cent. will be anywhere near the cost of his tramways, or that for land-valuation 
purposes his tramways will be considered of much value at all. If they should be shown at a sub· 
stantial value !t may result .in a large increa~e in the amoun~ of local. rates which he will have to pay. 
Un~er these Circumstances 1t would ~e possible for a sawmiller, while actually losing money on his 
busmess, to have to pay substantial mcome-tax-and I have had experience of exactly such a case. 
If he should ma~e taxable pr~fits, the inc.ome·tax on such profits, by reason of the writing-off of 
tramways not bemg allowed, Will be at a higher rate under the graduated scale than it justly should 
b~, and. the greater the expenditur~ on tramways, or the shorter the term of the probable life of 
his busmess, the more Will th18 disadvantage apply. The mrlairness of the present position will 
press unequally upon. different saw~illers. Tho~e who .have to spend much upon tramways but 
who have a comp~ratlvely ~hort penod to run Will feel 1t most heavily, while to those who have a 
large amoun~ of timber available, and con~equently a long period of cutting in sight, it will not be 
~~rl~, so ser10~ a matter. The sales pohcy of the State Fo~est Service !n so severely limiting the 

life of a mill to from th~ee to fiye years means that the mcome-taxatwn on tramway costs will 
press yery ha.rdly on the ~ller taking up State forest areas. The inclusion of tramways in land· 
v~luatwn, whi~h has. not hitherto b~en general, will introduce a further element of inequality between 
different s~wmillers, I.n that some will be lo~ally rated on such tramway-values, while others, situated 
where. ratmg on uni~proved values obtains, would escape such charge. Sawmilling is a most 
precarious class of busmess,, a~d thou~h some ~awmille~s h~ve made money a very large number have 
lost or ma_de only a bare livmg. It 18 a busmeSB which 18 of the greatest value to the community 
generally, m the large amount of employment it provides, and from the fact that it turns to valuable 
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use a large .amount of forest which would otherwise be. burned. Many areas of existing forest, 
because of dilli.culty of access and length of transport reqwred, are, from a sawmiiier's point of view, 
on the border-hne between a profitable and unpro?table venture. In such cases, where lar!(O expendi
ture u~on tra':'wa:ys would be necessary for working the bush, the present method of pennlizing such 
expenditure .With mcome-tax would. probably ?e enough to turn the scale, deterring tho sawmiilor 
from venturmg upon such undertaking. If this would mean that such areas of bush would remain 
untouched for future use when better means of access may be available, there might, in the public 
interest, be no faul~ to find with such result; but in many cases, unfortunately, the bush would not 
be ailowed to remam, but would be feiled and burned, as many thousands of acres of splendid timber 
already have been in this country. Thus is the present restrictions on the amount ailowed to be written 
off tramways diametricaily opposed to the Government's aUeged policy of " forest conservation." 
To iilustrate this last contention and to show a concrete example of the injustice of the present position 
in respect to the effect upon the actual amount of tax payable on tramway. depreciation we quote 
from a letter on the matter received from one member of this federation: "I may point out that tho 
block now being miUed was for long not looked upon as a paying proposition for sawmilling because 
of difficulty and expense of access. At the time the present owners purchased the block another 
man was considering it as a possible farming proposition. Had it been taken for that purpose the 
bush would have been feiied and burned and employment for about fifty men (more at present) would 
have been lost to the country, besides the loss of much valuable timber. In the face o this we aro 
to be taxed on income which we shaH have to write off against vanishing assets in tramways, the effect 
of such unfair taxation (based on present rates of income-tax) being to increase our payments, 
spread over the estimated period of ten years' work, asswning our gross income to reach £5,000 per 
annwn, by about £4,400. If we were able to make our gross income reach £6,000, the amount, 
taking into account the graduated scale of taxation, would be more, and would reach about £530 per 
year. These calculations take into account two tramways which we wish to write off. If we count 
only the main tramway which will be in use until we finish, the total loss to us, based on assumed 
total income of £5,000 or £6,000, would be approximately £350 a year or £430 a year. Not much 
encouragement this to try to push things along or to take on the anxiety of employing a lot of labour, 
is there ~" 

To further iilustrate the great injustice and inequitable incidence of the present position, we 
may take, for example, the case of two millers, one with bush for five years' cutting, and the other with 
enough for twenty years' cutting at the same rate, each of them having to put in tramways costing, 
say, £5,000. In both cases provision would have to be made for loss of the cost of tramways within 
the period of cutting. In the case of the man with twenty years the amount on which be would un
fairly have to pay tax would be £250 a year. The other man, with only five years to run, would have 
to pay on £1,000 a year, besides being taxed under the graduated scale at a much higher rate, in 
proportion to his actual profit, than the man with twenty years, thereby being placed at a great 
disadvantage in trade competition. Another point is that under the present conditions, which only 
allow the deduction of tramway costs from income for tax assessment purposes when such tramways 
are done with, it will often pay a sawmiiler to cease operations when approaching the end of his 
timber-supply, earlier than he would otherwise do, in order that be may write off the cost of his 
tramways within his last full income year. He might have sufficient bush to keep his mill running 
for a further six months, but if he has a large amount of tramway it will pay him better to sacrifice 
the further cutting so as to close up within the year which wiii show sufficient income to allow of his 
writing off the cost of the tramways. This wiii mean 1 he waste of much valuable timber, besides 
loss of employment for many men six months earlier thau would be the case if the loss of the tramways 
were spread over the whole period of cutting. In this way the present position of the law, if not 
changed, will lead to heavy economic loss to the country, and the waste of timber in tbat way is 
speciaily to be deplored in view of the limited quantity there is in the country. The Commissioner 
of Taxes informed us that the amendment of law effected last year was not necessarily directed at 
sawmill-tramway depreciation, nor could be say that the effect of the amendments upon the matter 
of depreciation of tramways was taken into consideration when the amendments were brought down. 
There is now no way legally by which deductions can be allowed for writings-off of tramways other 
than by making no annual allowance for depreciation, and simply writing off their whole capital cost 
in the year they cease to be used. This would simply mean that-where a tramway bas entailed a 
considerable capital cost and bas a life of, say, anything over three years-such an amount would 
be written off in the year of its abandonment, that a material loss over the whole undertaking would 
be shown for that year, and obviously, as this would be th~ last year of operation, th.e more recent 
provision that any loss incurred in any one year may be earned forward and set off agamst .. assessa?le 
income for the three foilowing years could not be made to apply, for there would be no followmg 
years " in such case. There is provision in the Act for an aUowance of a 5-per-cent. depreciation on 
the capital value of land which, if the val~e of the tramways were assessed '!nd. placed upon the 
valuation roll would be allowed as a deductiOn. To place tramways on the valuatiOn roll, however, 
as part of th; capital value of the land would in most cases mean that county rates would then be 
levied on the total capital value shown (including the tramways), and thus the increased county rates 
payable would far outweigh any deduction in income-tax secured by an allowance of 5 per cent. for 
tramway depreciation. Moreover, in very many cases ~be miller bas only " rights. of acce"." " or 
·~tramway running-rights" over Crown or other peoples land. Hence he has no mterest m the 
capital value of such lands and the owner would object to have the tram-values placed on the valua
tion roll as be receives no 'benefit from them (apart from reasonable• rent) and in most cases considers 
them anYthing hut an "improvement" on the land. If a " tramway depreciation reserve" is created 
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by setting aside amounts annually out of profits to yrovide for the wi~in_g-off_ of. tramways at the 
termination of their life, then income-tax must be paid on such reserves , likeWise If no sue~ reserve 
be created and the total profits be distributed (and the total value of the ramway be wntten off 
later in the one year at the date of its abandonment), income-.tax w:ould necessarily ?e payable on the 
whole of such profits; so it appears there ~s no .w~y ~f deahng with _the matter Without an a~~nd
ment of Jaw. There is, therefore, a mamfest mJnstwe, and sawm1llers are placed at a d1stmct 
disadvantage as against other traders as. t_he ~aw now ~tands, for tramways are a rapidly wasting 
asset; and not only is it a matter of the mJushce of haVIng to pay mc~D?e-tax on_ the annual amount 
of depreciation which should be written off these tramways, but the omisSIOn to write off the necessary 
depreciation creates a fictitious profit for income-tax purposes, and the. a moun: of such fie itiou.• 
profit in most cases wo~d bring the t_otal rssessable profit to a figure whwh en_ta~ls the P:'~ent of 
income-tax on the total mcome at a higher graduated scale than should be. This IS wherem lies the 
greatest injustice of the law as it now stands. If the miller be allowed to write off exactly the correct 
amount from tramways each year he will still continue to pay his just share of income-tax, for such 
writing-off will merely ensure that his actual profits are disclosed each year, and in the final year he 
would also show a profit, instead of a loss, if the whole of the tramways were written off in the year 
of their abandonment. 

Buildings.-To come now to the question of depreciation on sawmillers' buildings. Prior to 
last year an amount up .to 3 per cent. of the original value wa.• allowable as depreciation, but by 
the 1923 amendment 5 per cent. may be written off of such value as appears on the valuation roll. 
Admittedly the 3 per cent. was totally inadequate, and even the 5 per cent. is little better except 
perhaps in one or two rare instances. Substantially the same arguments and considerations apply 
in respect to sawmill buildings as to tramways, but in respect to buildings there is the additional 
hardship that the miller is compelled by law to provide accommodation for workers, and has to provide 
dwellings for married men even though he has but a three to five years' operation. Now, all such 
buildings are jnst as rapidly a vanishing asset as are tramways, for in the vast majority of cases they 
have no realizable value when the bush is cut out. Even if they had and had been previously 
wholly written off such realizable value would show as profit, and be subject to tax, in the year of 
realization. Also the same considerations apply to buildings as to tramways in respect to their value 
being placed on the valuation roll. In most cases the miller does not own the land upon which they 
stand, and, moreover, if he should do so, most probably he would have to pay more in county rates 
than would be saved in income-tax by having the buildings placed on the roll. The same wide 
inequality exists in respect to different mills or ·operations, for some millers near a town or city do 
not have to provide accommodation, and others "away back" have to provide every form of shelter 
and convenience. This aspect generally hits the "small man " hardest, as he is the one with small 
capital who takes up isolated patches of bush. 

Other Items.-The schedule of allowable depreciation in respect to ail other items of sawmill 
plant, machinery, &c. is also totally inadequate, for practically all the assets of a sawmiller are 
" rapidly vanishing " ones. As this question was fully dealt with in our representations to the 1922 
Taxation Committee we cannot do better than repeat what was then said:-

" Depreciation.-The vexed question of assessing income-tax on net profit, as understood com
mercially, opens up the matter of proper allowance for depreciation. This is of vital concern to 
•awmilling, in which industry- plant and machinery is a very important factor. Actual depreciation 
differs so widely in various industries that it is altogether wrong to apply, as the Commissioner does, 
the one rate to cover all machinery. It is acknowledged some measure of relief was granted last 
year _(192~) by allowing higher rates of depreciation on certain items of_ plant ; but of these ouly two, 
of mmor Importance (loose tools and carts or wagons), apply to our mdustry. So it may be taken 
th? rate allowed t~ ns. is 5 per cent. on the diminishin~ val':le. Much publicity has been given to 
this phase of taxatiOn m the past, so merely brief mentiOn will be made here of the salient features 
in it affecting the sawmill~ng !ndnstry. It is bor,n~ in mind that allowance is made for any deficiency 
when plant or machmery IS discarded or sold. 'lh1s does not properly meet the position as explained 
later .. P~ant and machinery in sawmilling is subject to heavy rough usage, and consequently rapid 
depreCiatiOn. Up to 1913 allowance v.:as ouly 2~. per cent. on power-driven machinery, and from then 
to last year 5 per cent. on power-dnven machmery-both rates on the diminishing value. So for 
~he years up to _1913 at least. th_ere is an accumulation of depreciation not allowed to us. Also there 
IS an accumulatiOn of depreCiatiOn on general plant other than power-driven machinery right up to 
the present. Further~ore, the depreCiation on diminishing value is quite inadequate, and is impro
perly spread over the hfe of the ?'a.cl~m~ry. The hfe of sawmilling machinery is at the outside twenty 
ye_ar;'. At 5 per. cent. on the d1m1mshing va~ue the allowance in the tenth year is 3·1 per cent. on 
ongm~l cost, while the average_ rate on ongmal cost during that ten years is 4 per cent. In the 
twentJ._eth year the rate re?uces Itself to 1•88 per cent. on original cost, and the average on that basis 
for this seco~d ten years IS only 2·14 per. c_ent. The total allowance during the twenty years would 
leave approXImately 36 per cent. of the ongma] co•t of the machinery not allowed for, provided profits 
have been made each year. At the end of the twenty years or earlier the m1']J h t t 
hi b h d ed . . . , , er may ave cu ou 

s ns an ceas operatiOns, and the wr1tmg-off of his obsolete or d1'scarded ] t d h' 
b d . p an an mac mery 

cannot. e sprea over more than. th_ree _years pnor. It mnst come into assessment of his last year 
of ~rading (probably the year of hqwdatwn), becanse it would be in use until then, and the accumu
lation of the 36 per cent. or more, pins the accumulation from other causes m t' d h · uld 

I hi h d . en 10ne erem, wo 
create a oss w c woul .not be covered by the profits of the last three years. Furthermore, it may 
take months or years to dispose of the whole of the plant &c 1·n wh1'ch ca th b fit" 

ll · hi h · . . ' ., se ere may e no pro " 
at a agamst w c thiB loSB of depreCiatiOn may be set. Again, the onus is thrown on the taxpayer 
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to show the loss is not one.of sale. The only equitabl~ basis is an annual allowance (brought forward 
wh~n nece~~ry) ,?n the prime cost of plant and machinery, at such rate as would wipe off this cost 
durmg the hfe . of these assets. The. rate should be on the original cost. Under tho taxing Aots 
~he Departme~t IS ful.Iy protected ag~mst. too great an allowance being given. Sawmilling is an 
n~d~try working wastmg ass.ets, a~d m th1s. respect requires differentiation in the matter of depre· 
CJatwn. ~hether the depreCJatwn IS shown m the books or not, the fact remains that the proceeds 
from sales mcludes a return of the value of plant and machinery used up in production. Therefore 
the t_otal all?w~nc~ should equal the original cost of the assets less any residual value which may 
remam, and m jUStiCe this allowance should be spread over the years of useful life of the asset.•. What 
are proper rates of depreciation could be fixed by conference between the Commissioner and the 
central organization of the industry." 

We would again most strongly stress this last suggestion . 
. O.ounty Ra~·ing.-As it. wi.ll he eeen from. the foregci~g tha~ certain aspects of county ruting have 

a d1stmct beanng on the mCJdence of taxatton of sawm1llers, 1t would seem that this quPstinn must 
receive consideration by the present Commission ; more particularly so in that to secure t.lmt small 
measure of relief (in respect to depreciation) allowed by the 1923 Act the miller must take a step 
\placing tramways, &c., .on valuation roll). which would but accentuate injustices he alrrarly suffers 
m respect to county ratmg. On this subject also full representations were made to the l!J22 Com· 
mission, so again we repeat what was then said:-

"Rating Bush a.y Part of Unimproved Value.-The writer is not sure whether local-body rating 
comes within the scope of the present inquiry. Obviously it should do so. Standing bush is for the 
purposes of local-body rating treated as part of the unimproved value of land, and thus rates recur 
year after year on the same trees without any perceivable compensation in the way of increa.•ed 
value from growth. No other standing or root crop is so rated. Thus, because a tree is a tree it is 
isolated for this special charge. The principle underlying this special rating was fought out a few 
years back. Up to 1917 standing bush was treated as part of the land for purposes of income-tax, 
and no deduction from income was allowed for bush cut ·out during the period of the income-tax 
returns. The matter was challenged from time to time during a period of many years, and resulted 
in the tax being changed backwards and fvrwards between land-tax and income-tax. Each successive 
Minister agreed there was injustice and endeavoured to give some means ot relief. After a test ca.•e 
had been taken to the English Courts the injustice was wiped out by the Finance Act, 1917, which 
allowed deduction from income to the extent of the cost of the bush cut out. The value of standing 
bush had been deleted from land-tax some years prior. In obtaining this relief in 1917 the fact was 
lost sight of that local-body rating still applied to standing bush. The Land and Income '!'ax Act 
directs the Valuer-General to •eparate the value of bush from that of the land, thus recognizing the 
two as separate entities. In the test case referred to above the House of Lords stated in their 
judgment that, briefly put, where no further growth to the trees was obtained by nutriment from the 
soil in which they stood the trees were considered as goods warehoused on the land. This is exact.Jy 
what is claimed for the bush which sawmillers are cutting in New Zealand. It obviously is wrong 
that rates should be paid on what is in fact the raw material of the sawmiller's production. To 
create a similar tax every warehouse should be rated on the value of its stock. 

" Rating on Tramways of Sawmills.-Another similar injustice is local-body rating on the tramways 
of the sawmiller. These are tramways connecting the bush or mill with the point of distribution or 
Government railhead. This is a most peculiar and inexplicable imposition, and one that is not made 
against every sawmill. These tramways are installed to take the place of road traffic, and serve in 
pioneering otherwise inaccessible country. In many instances throughout New Zealand large settle· 
ment areas have thus been opened up, the settlers' traffic going over these mill tramways. As 
settlement spreads, roads are opened up to take the near or light. traffic from the farm, while the 
heavier and lengthy traffic continues over the tramways. It thus is evident that these tramways 
are a huge saving to the country, first in promoting settlement, and subsequently in minimizing road 
traffic and consequently in upkeep of roads through the territory they trav<,.se. In spite of this the 
value of these tramways is included in the capital value of the land they occupy ; and where the county 
in which they operate adopt• a capital value for rating the sawmiller must pay rat<•s on that which 
in itself serves very materially to reduce the county's expenditure. He gets nothiflg in return for 
these rates. Should the sawmiller not put in a tramway, but cart by road, he escapes this special 
rating, while his heavy traffic quickly damages the roads over whic.h he cart.•. Similarly, should the 
sawmiller be fortunate enough to operate m a county where ratmg IS on ummprovcd value he escapes 
this special rating. The position is brimful of inequalitit•s and injustice anrl serves to crMte unfair 
advantage in competition." . . . . 

Taxation on Industria! as ngainst Non-mduslrzal Proj1ts.-Just too late to brmg before the 1922 
Taxation Committee as evidence, a suggestion was brought forward by one of our members which 
subsequently received the hearty approval of the .execut.i:--c and this federation .. It was i!' resp~ct 
t.o making a differentiation of income-tax as apphed to mdustr1al profits as agamst non-mdustnal 
,>rofits. It must be generally con~derl that the encouragement of labour employment on som~d 
lines is desirable, and to this end 1t Js suggested that a renusswn of 5 per cent. on all wages paid 
should be made from all gross a.•sessable income of all labour employers whether large or small. 
The effect of this would be that profits made by financial companies, trading agents, and similar 
concerns also all individuals that employ but little or no labour, would carry a comparatively higher 
income·t~x while industrial undertakin1,"' would be relieved of an amount of taxes which would vary 
in accordance with the volume of labour employed. The general effect of this remission would be 
to induce capital into industrial channels and so stay the present tendency to invest in gilt-~dge securi· 

24-B. 5. 
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ties that carry little or no risk (and inci~ent~lly the i1_1come from which at pre?ent yi~lds only a _light 
tax or else is tax-free). Most of the cap1tal mvested m these _latter ~ecunt1es IS ~eqmred f~r n~tional 
·or mnnicipal services, which are sound only so long as there IS suffiment produ~t.wn to mamtam and 
nse these services. For instance, a railway with no goods to carry becomes a hab!l1ty. The encourage
ment to buy labour for productive purposes is a~ economic essential when it is considered that the 
creation of wealth can only take place by productiOn, and, further, the employment of surplus labour 
by private enterprise has much to commend it when Government is seeking to absorb it by relief 
employment on works which in most cases have to be paid for ?Y the taxpaye~. We commend ~he 
suggestion contained in the above as one very worthy of senous consideration by the Taxatwn 
Commission. 

State and Municipal Trading.-It is unnecessary to enter into the unanswerable reasons why 
State and municipal trading enterprises should be conducted on str:ctly l usiness lines and shon]d 
bear their full share of State and local-body taxation, as these are already well known and, we think, 
fully admitted by Government; but we certainly consider that, if there is to be any revision of our 
taxing system~ at all, this should be one of the first matters put right. Apart from the question of 
these enterprises bearing taxation, however, even under present circumstances it should be imperative 
that all Government and mnnicipal trading or indnstrial enterprises (and, in fact, all Departments) 
should be compelled to present annual balance-sheets, and disclose all figures relative to the capital 
cost of every branch or section of such enterprise or Department on purely business lines and according 
to strict commercial accountancy principles. As a case in point we would refer to the sawmilling 
activities of the New Zealand Railway Department, and though the actual competition from this 
Government enterprise has not yet been severely felt, it is quite certain that, owing to the huge scale 
on which the Department has now launched this enterprise and owing to the fact that their own channels 
of use for the product are chiefly for the higher classes of timber, the Department must inevitably 
throw upon the market a very considerable quantity of second-grade timbers (the disposal of which 
is already a serions problem to the private sawmiller) or else allow these qualities to be destroyed, 
which would be a grave economic loss. Writing on this subject some time ago one of our members 
in close touch with these Railway sawmill• wrote as follows :-

" In the first place competition by the New Zealand Railway sawmills is utterly unfair as they 
pay no rates or taxes, though in the past their operations have been on comparatively modest scale, 
and for this reason the competition, though irritating, has passed without much protest. The Govern
ment is now, however, expanding its sawmilling business on quite a large scale. About £50,000 worth 
of machinery was purchased to equip the very large mill erected at Frankton Junction. The cost of 
installing this machinery together with the necessary land, buildings, sidings, &c., must have amounted 
to a very large sum, the total amount of which we can only conjecture. The Department has 
purchased at least one large block of timber privately and secured other blocks through the Crown 
Lands Department. The block privately purchased is one of 1,000 acres, situated in the Taupo 
district. The Department bought the block in August, 1919, for £27,500 from a party who had 
purchased the same property for £4,350 in June, 1918. The total capital involved in these mills 
and bnsh properties mnst be very large and sufficient to start a new State Department. The extra
ordinary thing is that no mention is made of these matters in either the Railway or Public Works 
Department annual statements, or in any other publications as far as we know. As sawmillers we 
resent the competition as unfair. As taxpayers we feel the country is entitled to the fullest informa

, tion on the whole business. Many of us are not greatly impressed with the present Railway 
management in the conduct of railway matters proper, and we are naturally somewhat sceptical 
about the ability of the Department to successfully run an extraneous business such as sawmilling. 
In any case the New Zealand Railway bnsh and sawmill ventures are of such magnitude as to warrant 
independent investigation, and we suggest that advantage should be taken of the opportunity now 
o:ffering." 

The figures mentioned in the foregoing are reliable and can be vouched for. To deal with 
the economic aspect of this matter, as to whether State enterprise in this direction were better for 
the community than private enterprise, would perhaps take too long, but it is significant that a recent 
Pres~ cable. reported. t~at the New South Wales State sawmill v~ntures were to be. disposed of by 
publi? auction, ·and 1t IS well known the huge losses these enterpnses made. The object in referring 
to this last _matter is to bri_ng .~r?minently under the notice of your Co~mission the fact that huge 
sums are bemg spent, and habl11tJes contracted, by the New Zealand Railway Department in respect 
of saw~lls and bushes without the knowledge of the public. We understand the Taxpayers' 
Federation has been i~strumental i1_1 i~pressing upon the Government the _necessity cf each Depart
ment of State p~oducmg and publishing an annual balance-sheet on busmess lines, and that this 
reform has been mst1tuted ; but in respect to its sawmilling ventures the figures are quite unobtain
able, as they are "smoth~red" in the general railway returns. We have made repeated attempts 
to secure ~he figures relati~g purely to the sawmilling, but they have always been refused. 

Treat•ng Two Oompam.., as One for Income-lax Purpos .... -Complaint reached us some time ago 
respecting the above. matt:er, and it would seem that the present is a fitting opportunity to bring this 
matter forward agam, With a plea that some recommendation shonld be made by th T t' 
C · · f d f · . . . e axa wn 
omrmss1o~ or re ress o a seerm.ng InJUstice. The member complaining in this matter wrote as 

follows :- In the matter of treatmg two companies (50 per cent. of whose capital is held by the 
same shareholde~) as one ~ompany for the p~pose of fixing the scale of graduated income-tax I rna 
state that I am mtereste~ m .a oase where th1s may act most unfairly on the shareholders holding th~ 
other 50 per cent. of cap1tal m each company The latter 50 per cent are 1'n no w 'bl f 

d · d d h kn · · ay respons1 e or, an , m ee , may ave no owledge of, the fact that the former 50 per cent has 'tt d th 
hi h · 1 f · ·· so comm1 e em 

to a g er sea e o taxation. At least only the former 50 per cent. should be taxed on the higher 
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scale, if that system is considered necessary, or the latter 50 per cent. should be entitled to claim a 
refund. In any case it seems moat unfair where those two companies are in no way dependent on 
ea~h other or where they would not be other than two companies if the graduated scale were not in 
eXIst-ence." 

We consider that n? apology is_ nec_essary on account of _the length of the foregoing statement, 
fo_r the matters dealt With are of high Importance, and we smcerely trust that our representations 
will meet with that full measure of consideration which their importance fully merits. 

For The Dominion Federated Sawmillers' Association (Incorporated). 
ARTHUR SEED, Secretary. 

Mr. Hu~t.] Ther~ is only one _point to whi~h _I wish to refer. You refer to the depreciation of 
your sawmilling machinery an_d pomt out that 1~ IS worn out at the end of twenty years, but you 
still have 36 per cent. of the ongmal cost fz> bewntten of! when it is scrapped or wh<>n you are winding 
up. If you wound up and scrapped the machinery, that would be a loss of capital. Would it not be 
so, Mr. Clark? 

Mr. Clark: Yes; we allow for loss on obsolete machinery or machint•ry rendered useless by 
wear-and-tear. 

Mr. Hunt: If there were turther use in the machines you would not allow for it ? 
Mr. Clark: No. 
Mr. Hunt: So that it is even worse for you, Mr. Seed, than you make out !-(Witness) Yes. 
Mr. Clark: That machinery is very often transferred. 
Mr. Weston.] Mr. Seed, the great difficulty in your industry is to get rid ol the inferior classes 

of timber ?-Yes, that has become a Herious problem, and we have very grave fears that when the 
Railway Department get the fnll cut at Frankton they will have huge quantities of second-grade 
timber that they will sell by public auction. 

The fact that you have had to get rid of your second-grade timber at low prices has forced you 
to get better prices for your better-class timber ?-Yes. 

And in connection with this industry the municipal by-laws are having a hard effect !-YeB. I 
may say that there is to be a conference next month of all those interested, to go into the question 
of the revision and standardization of building by-laws throughout New Zealand, and we hope to get 
some relief in that respect from the result ol that conference. But that is to be only a conference which 
may make recommendations to the local bodies : there is nothing mandatory about its findings. The 
great difficulty is that as the stumpage value of timber gets higher we have got to manufacture a greater 
quantity out of the log, and by taking the logs out of the top of the trees we convert practically all 
the inferior timber, and it has become more and more difficult on that account. We are forced, on 
the one hand, to produce more inferior timber, which increases the cost of production, and, on the 
other hand, our channels of use for it are being further restricted, particularly so by the prohibition 
of export. If export were not restricted we could probably open up a big market in Australia for all 
our second-class rimu for boxing, &c., but we are not allowed to do so. 

That is the case where the Department is not sufficiently in touch with the commercial side to 
be ahle to appreciate the real conditions ?-That is so. We want more practical men at the head of 
affairs and less theory in the Government Department dealing with these matters. 

Was not there an inquiry into that purchase of land which you mentioned ?-Yes, I think there 
was. 

Do you know the result ?-No. · 
Mr. Clark: With regard to the question of the depreciation of sawmilling machinery and plant, 

the only depreciation we can allow is that caused by wear-and-tear. We cannot allow loss on plant 
due to the working-out of the bush. There is no provision for that. 

Mr. Hunt: Do you not think there should be some provision for it: it is an expense in earning 
income 1 

Mr. Clark: As a matter of fact, I could meet them if they could prove that there is greater loss 
by wear-and-tear than we allow. We have had no case put before us where our allowance has been 
insufficient. In some cases the allowance has been more than necessary. 

Mr. Hunt: The point was that the tramways were of no further value after the bush was worked 
out. 

Mr. Clark: That is not always the case. 
Mr. Shirtclijfe: Is there no way of distinguishing between the life of a tramway t~at depends 

upon five years' cutting and the life of a tramway that depends upon twenty years' cutting! 
Mr. Clark: No ; that is a land-tax matter. 
Mr. Hunt: They are allowed 5 per cent. 
Jlilr. Clark: Yes, 5 per cent. on the capi~al v~lue on_ the ro~. But if they put the value of these 

tramways on the roll it would have the effect of mcreasmg their local rates. 
Mr. Weston: Do you allow the cost. of erecting tramways ? . . 
Mr. Clark: No; that is capital expenditure. We overlook the cost of puttmg m spur tramways. 
Mr. Shirtclijfe.] Have you had many complaints from sawmillers that their allowances for 

depreciation are not adequate ! . . . 
Mr. Clark: I have had complaints, and if they can giVe me any proof that the oomplamts are 

well founded, then the matter is rectified. 
Mr. Shirtclijfe: You have the complaints investigated? 
Mr. Clark: Yes. The depreciation on buildings was cut out altogether. The buildings are part 

of the land, and there is 5 per cent. exemption on the capital value. 
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Mr Begg: You are satisfied that there is no injustice being do~c at present ~der the law 

di · d · t. Th fact that a tramway might simply be Wiped outr-that IS classed as rcgar ng epreCJa 1011. e b 11 d f 2 
lost capital, but it is an expense attached to the industry and has to e a owe or . 

Mr. Clark: It does not always follow. . 
2 Mr. Begg: Not always, but there are cases where It does · 

Mr. Clark: Yes. . . 
2 M r Shirtcliffe : Do they pay land-tax on bUildings, less 5 per cent .. 

Mr. Clark: No; they are improvements. . 
Mr. Shirtcliffe: How do they get an allowance made for the wastmg asset represented by those 

buildings and tramways 1 
Mr. Clark: They get none. 
Mr. W e.!lon: Do they get no allowance in respect of those wasting assets 1 
1J;Ir. Clark: No. 
Mr. Weston: Then they do not want to Uiake those improvements too high 1 
Mr. Clark: 1'hat is so. 
Mr. Begg: There is another side to the collllty·rat<• business: most County Councils will tell 

you that th~y do not get enough rates "from the sawmills to pay for one-tenth of the damage they do 
to the roads. 

!vir. Clark: In the majority of cases the trams arc only from the bush to the mill, and the sawn 
timber is carted by wagon. 

· Mr. l:ihirtcliffe: Have the sawmilling companies be<•n doing well 1 
Mr. Clark: They have been doing pretty well during the last few years; since about 1920 they 

have been doing well. 
Mr. Hunt: As a matter of fact, a good deal of the expense of laying down these tr~mwars does 

filter into working-expenses, because they are put down by the men who are engaged m domg the 
sawmilling 1 

Mr. Clark: That applies to the branch tramways. 
Mr. W e.!lon: If the carpenter is putting up a gantry to handle his timber, to lift it up, would 

you allow for that: the spur tramway is in the same position 1 
Mr. Clark: Yes. . 
Mr. Begg: You actually have discretionary powers, Mr. Clark, to make an additional allowance 

if there is insu.flicient depreciation allowed 1 . 
Mr. Clark: Yes, for depreciation for wear-and-tear, but not through the bush bemg cut out. 
Mr. Hunt: Then, there is the point Mr. Seed raised, about the allowance for the wastmg asset 

of the bush 1 
Mr. Clark: We allow the actual cost of the timber cut out each year; that is all that he can get. 

ARTHUR LEIGH HUNT, Company Director, examined. 
The Chairman.] I understand that you have prepared a memorandum, Mr. Hunt, setting forth 

your views on the subject of taxation: will you read it to us, please 1-Y cs, sir, i~ ~s as fellows ::-
1 desire to submit for the consideration of the Commission certain views on taxatiOn, and partiC

ularly thgse contained in two reservations made by me as a member of the Taxation Committee, 
1922, to the findings of that Committee, and published in its report on pages 16 and 17 thereof. In 
amplification of the recommendations then made I wish to submit the following observations :-

Taxation of Companie.! (First Re.!ervation). 
I find myself unable to fully subscribe, or to concur, in the recommendation of the majority 

report dealing with the above subject, and I consequently submit the following statement and 
recommendation :-

Pre.!ent System of Graduated Taxation.-The present system of taxation of companies is both 
unscien~ific ~nd unjust, the application of the tax graduated on the aggregate amount of p~ofit being 
wrong_ m pnn.oiple and unfair in practice. For instance, a shareholder with a small h_olding whose 
total mcome IS less than the exemption (£300) pays through the company at the maXImum rate of 
8s. 9id. in the pound equally with the large shareholder whose aggregate income would entail his 
payin& the maximum rate. This results from the operation of the present system of graduation, 
by which a company is taxed on the aggregate amount of profit it makes, irrespective of the relation 
the profit bears to the amount of capital employed ; that is to say, a company employing a large amount 
of capital and earning only a small percentage of profit has to pay the maximum tax (8s. 9*d. in the 
pou~d) because the amount of profit it makes exceeds a certain sum, whereas a group of companie• 
makin& the same aggregate amount of profit would pay a much lower rate of tax, though their 
respective percentages of profit on capital employed are much greater. Large companies are commonly 
composed of large numbers of holders of small interests, whereas the holdings in small companies are 
usually much gr~ater. To levy a tax according to the height or weight of the taxpayer, or to revert 
to the old English tax based on the number of windows in the taxpayer's dwelling, would be as 
reasonable as to perpetuate this method of graduated tax on companies. . 

Equt~k System of Grculuatwn.-The only equitable system of graduated taxation applicable to 
~mpames1s a tax b"'?ed on the relative proportion of profit to the shareholders' capital employed 
m the busmess ;_ that IS to say, a company earning 20 per cent. on its capital should bear a greater 
burden of taxati?n than a company earning only, say, 5 per cent., irrespective of the amount of the 
a!lgregate pro~t ID each case. The fairness of this method of company-taxation was generally recog
mzed, but _eVIdence of the p~acticability of its application given before the Committee disclosed 
apparently msuperable difficulties. An alternative method which is equitable and readily practicable 
must therefore be folllld. 
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Transferring Company-tax to Individual Sharelwlder.-To entirely absolve com1mnics from taxation 
would give them an undue advantage over the private t~adPr with whom they are in competition, 
and who has to pay graduated tax on .hiS trading profits .. Consequently, the company bein!( a 
separ~te tradmg entity should be taxed, 1f only as a!(ent for 1ts shareholders, but companies should 
be umformly taxed. I am therefore unable to recommend the transference of the entire tax to the 
individual. 

. lj'r~posed Solution.-To arrive at a method of taxing .co~1panies which will avoid the existing 
discnnnnatwn between large and small compames already mdwated I sugg<'st the adoption of a fint 
rate of tax on all the profits of companies, whether distributed or not. While this fairly adjust,, the 
tax as between large and small companies, it does not, per se, adjust the rights of inrliVidunl share
holders. To achieve this I recommend a modification of the British system (which may be safely 
followed) whereby the individual shareholder, after receipt of his dividend, may claim an adjustment 
of the difference between the tax already paid by the company as his ag<·nt imd the "raduutt•d rate· 
which he is entitled personally to pay. " 

Advantages of Proposed Method.-The advantages of this system are: (a) llrnduntion now 
unfairly applied to the aggregate profits of companies (irrespective of perc!'ntage of profit. to capital) 
is abolished; (b) the tax is levied on an equal basis on all the profits of all companieR; (c) the 
company is recognized as a trading entity which should pay tax as such, or us ag .. nt for its share
holders; (d) the collection of tax from companies, in first illstallcc, enables prompt nol!t•et.ioll to he 
made at the sourcP and reduces evasion to a minimum ; (e) the provision for ndjnst.nwnt.~ wit.h 
shareholders ensures that the tax ultimately paid by the illdividual will be on a just basis, which 
should be the aim oi any system of taxation; (j) the adoption of this system is im11wdiatdy pradicable, 
because it does not involve any revolutionary change in til<' pn·s .. nt method of collection ; (!/) it fully 
ensures the provision of whatever revenue is levied through this channel, and e1iminntes the un<~crtainty 
which would inevitably attach to a reversion to direct taxation ; (h) any loss of revenue that may 
be occasioned by the adjustments with shareholders could rightly be equalized by a variation of the 
graduated tax on individuals. 

It has been argued that the work of making adjustments with individual shareholders will 
entail an expense incommensurate with the benefit to taxpayers, but this is a nebulous bogey, and 
should not be allowed to interfere with the equitable incidence of the tax. There would necessarily 
be a minimum amount of rebate fixed, as it would be absurd to make refunds which would be of no 
benefit to the individual taxpayer, and the retention of these fractions would ea.•ily countNbuluncc 
the bo0k-keeping expense connected with the adjustments generally. !<'rom the fact that such 
adjustments are part of the established British system it is reasonable to conclude that they involve 
no undue expense, and that the principle is quite practicable and subject to no serious disadvantage. 

Urgency of Change.-The present system of graduated company-taxation being unjust, it should 
be immediately abolished, its retention being intolerable. The alternative system here n•oommended 
makes it easily practicable for the change-over to be enacted during the present session of Parliament. 
I therefore recommend: (1) That t.he income-tax on companies be levied on the basis of a Hat rate 
on the profits (whether distributed or not); (2) that provision be made for adjustment between the 
rates of tax payable by individual shareholders and that paid by the company. 

While agreeing \\~th the finding of the majority (of the 1922 Committee) that the present system 
of levying a graduated income-tax on companies is inequitable, my proposed method to remedy the 
defects differs from that suggested by that Committee. Without unduly traversing the ground covered 
by the first reservation, I am anxious to emphasize the fact that my proposals are ba."'d on English 
practice, and consequently must be taken to provide as safe and equitable a basis as is likely to be 
found anywhere. To entirely transfer the tax from the company to the individual shareholder 
(apart from the difficulties enumerated in the reservation) would necessitate a complete revolution 
in our taxing methods and create a political situation not likely to be sought by any elective Govern
ment. It is true that the ultimate effects of directly transferring the eompuny-tax to individual 
shareholders and of the method herein suggested would be practically the same so far as the individual 
tax-paVing share)wlder is concerned, but the modus operandi now •uggestcd has such practical 
advantages that it would divest the change of its political disabilities, while pn•serviug its economic 
value, and it would involve no drastic alteration in the system now obtaining. '11o maintain that the 
consequent adjuBtments with the individual taxpayers would involve undue expense and confusion 
is to suggest that Great Britain, which has for years followed this practice, is labouring under, and 
persisting in, a cumbersome and uneconomical s:rstem. . It may be r~adily accepted that if it pays 
the British Chancellor of the Exchequer to contmue this method, w1th a populatiOn of wh10h the 
average earning-power is much less than in New Zealand," that the game is worth the candle," and this 
should demolish any contention that it would be impracticable or uneconomical to adopt it here. 
It may be contended that the partial ad'option of the system of refunds here in relation to local-body 
debentures has been so troublesome that its general application would be unwarranted,. but if the 
system were general instead of partial the disadvantages might be minimized and would only be unduly 
troublesome in the early stage of the change-vver. · 

Here I want to urge very strongly that the incidente of taxation should not depend on its 
convenience to the Department charged with the collection of the tax, but rather on the equity of 
the tax and its proper and fair allocation. But it is apparent that it is the inconvenience to the 
Department in having to make adjustments, rather than the fair incidence of income-tax, that 
influences the retention of the present unscientific and haphazard practice in New Zealand, which 
has resulted in so much dissatisfaction throughout the oountry, and crippling enterprise, thus greatly 
reducing the tax-paying capacity of the communit.y. Lest it should be urged upon the Commissoi'L 
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that the politico-eeonomical aspect of any proposed change in our taxing system should not be taken 
into account in its deliberations, it is necessary to anticipate such an objection by pointing out that 
ii this factor is ignored its findings must necessarily be simply academic. Any Government must 
necessarily take count of the psychologioal effect on the community of any proposed alteration in tax 
legislation. Companies are now bearing 66 per cent. of the total income-tax collected, which is in 
inverse ratio to the amount they should bear. While the assessable income of taxpayers other--than 
companies is £38,000,000 (in round figures) their taxable income is only £13,500,000, and they only 
pay £1,232,874; whereas companies, out of an assessable income of £8,330,000, are taxed on £8,000,000, 
en which they pay £2,406,728. Even if it Phould be determined on the ground of expediency to 
continue to collect such a burdensome quota from companies in first instance, nothing in the system 
herein suggested will prevent this being done. If it is considered essential to continue to impose a 
graduated tax on companies, the only fair basis (vide clause 2 of reservation) is that which takes into 
account the proportion of profit to capital employed. It may be contended that the assessment on this 
bMis would involve more labour than the present system, but the onus of furnishing correct information 
would be cast on the company .and could be readily checked. I fail to see how this eould be unduly 
laborious, for the balance-sheet of each company comes into the hands of the Taxation Department, 
and consequently the necessary data for computation is therefore already available. Even if 
additional labour were involved, surely that is a secondary consideration if it enables the tax to be 
placed on the shonlders of the companies making the greater ratios of profit, according to their ability 
to bear it. For tax purposes the amount of capital employed by any company can readily be deter
mined from its balance-sheet, and it is a very simple calcnlation to ascertain what percentage the 
taxable profit bears to such capital. A return should be compiled classifying companies according 
to the capital employed, and the relative percentages of profit, when it would be largely a matter of 
calcnlation to determine the graduation of tax applicable to the varying percentages required to 
produce the desired revenue from tllis source. 

In conclusion, I submit the following postnlates: (a) That the present system of taxing com
panies is unsound and unjust; and (b) that the adoption of the English system provides the only 
safe and effective remedy. 

Reduction of Income-tax Exemption (Second Reservation). 

As I find myself unable to subscribe to the section of the general report dealing with the above 
subject, I submit the following statement and recommendation:-

In New Zealand the exemption (£300) allowed on income before taxable income is reached is 
higher than in Great Britain or in other parts of the British Dominions, as 1vill be seen by the following: 
Britain, £150 ; Canada and New South Wales, £250; Queensland, £200 ; Western Australia, £156 
for married persons and £100 single persons ; Victoria and South Australia, £150 ; Tasmania, £156 
for married persons and £125 for single persons. 

There appears no reason whatever why this Dominion shonld adopt a higher exemption than 
obtains in the countries cited. I am not, however, prepared to recommend its reduction to married 
men, believing as I do that the burden on the family man is quite ·sufficiently heavy at the present 
time. I am, however, strongly of the opinion that the exemption should be lowered to £200 to 
unmarried persons, and it should be applicable to persons of either sex. I fail to see why persons 
having no family burdens, who are in receipt of an income of £200 or over, shonld not contribute their 
quota to the general expenses of the country. This view was supported by evidence of a number of 
witnesses before the Committee, and, in fact, the only a~gument that has been put forth against it 
is the cost of collection. I fail to sec why the cost of collection shonld be greater in New Zealand than 
in any of the countries above mentioned. I further contend that in this Dominion the cost ehould 
be very much lower than in a densely popnlated country like Great Britain. 

It is, in _my opinion, ~easonable to assume that the conditions prevailing in the Australian States 
are very ~1milar to those m this country, and, f~her, that the policy of a much lower exemption 
adopted m Australia IS sufficient ground for behevmg that the cost of collection is not excessive 
In the case of Western Australia it io found that it pays the State to collect income-tax on an amount 
as low as even £100. I do not, however, suggest so Iow a limit. 

If legislation provides a sufficiently heavy penalty for the failure to submit income-tax returns 
then the cost of collection will be .minimized, and should be no greater per taxpayer than it is at th: 
present time. 1\I?reover, the present sys~m conld be extended whereby every employer would be 
reqwred to send m a return to the TaxatiOn Department setting forth the salaries and wages of all 
employees. 

It is i"!'possible to secu_re any actual data on which to base an opinion as to the amoW>t of 
revenue which wonld be denved from this source, but I contend that it may be reasonably assumed 
that the amount wonld be considerable and would go towards relieving the undue burdens of other 
classes of taxpayers. I therefore recommend- · 

That the income-tax exemption to unmarried persons be fixed at £200. 

hi h
itti? pohinteBd ouht IE·n t~e reseirvhationbthat the £300 exemption obtaining in New Zealand is the 
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appears incredible, while the assertion that the cost would amount to more than the tax from new 
taxpayers would appear to reflect unfavourably on the expense of collection in vogue in New Zealand 
as compared with that in the countries quoted. The above suggestion that the exemption should 
be lowered to £200 applies only to unmarried persons without dependan/.'1. If adopted it would have 
the fo_llowing beneficial effects : (a) Increasing the revenue of the Dominion and thereby tendering 
to reheve the burdens of those taxpayel'!' who have family obligations; (b) tending to diminish the 
undue extravagance so prevalent amongst the youngr•r members of the community, which to-day 
is more flagr~~t than prior to 1914 a_n~ as great as at any time during or since the Great War; (c) confer 
a sense of mtlzensh1p and responsibility on a great number of unmarried taxpayers, which would 
stimulate a greater interest in public affairs. I therefore commend this suggestion to your Commission 
and trust that in the course of its examination of witnesses it will especially seek expressions of 
opinion on this subject, when I am confident that this recommendation for the reduction of the 
exemption to unmarried persons without dependants will be endorsed. 

Graduated Land-tax on Undevewped Second-cla.'ls Rural Land.'I.-I hold the opinion that to levy 
graduated land-tax on second-class lands during the period when it is being " broken in " is directly 
opposed to any progressive policy of land-settlement and of increased production, because it penalizes 
the enterprise of those who would otherwise be prepared to pioneer this highly desirable branch of 
land-settlement. The Dominion contains the following areas of undeveloped lands of the classes 
enumerated: Pumice lands, North Island, 6,000,000 acres; irrigable lands, Central Otago, 371,800 
acres; gum-bearing lands, 800,000 acres: total, 7,171,800 acres. For the purposes of defence, 
development, and relief of the present per capita burden of taxation the Dominion urgently requires 
largely increased population. Britain has a large surplus population, and to assist migration to the 
Dominions is prepared to grant substantial financial assistance on exceptionally favourable terms. 
The Dominion's accession of population should be in the rural districts and not in the cities and 
boroughs. The Dominion's available first-class lands suitable for close settlement are almost negli
gible, and current values preclude any pronounced forward movement in the direction of closer 
settlement of such lands. To " dump down " British migrants on small holdings ot second-class 
lands in a virgin state would court both failure and hardship. These lands can, however, be economi
cally " broken in " or regenerated in large areas by organizations possessing sufficient capital, and 
after a period of, say, five years such lands are capable of being settled in small holdings. A suggested 
system for such development is contained in the attached leaflet, being a report of the Empire Trade 
and Development Committee of the Wellington Chamber of Commerce. Extensive development 
along the lines indicated in the leaflet has been favourably commented upon by the leading authori
ties throughout the Dominion. What, then, stands in the way ! The answer is " the graduated 
land-tax." British investors are quite willing to pay a fair share of taxation on profits, but decline 
to pay the same out of capital. In other words, under the present law, years before profits could be 
expected from the development of such second-class lands not only would heavy land-tax be payable, 
but it would be on a penal (graduated) scale by reason of the large area which must necessarily be 
held and· worked to make any such scheme economically sound. These lands are mostly idle to-day, 
and likely to remain so till outside capital is applied to them, consequently but trifling revenue to the 
State can be expected from this source. I contend, therefore, that under proper safeguards, where 
any such development scheme is undertaken for the purpose of settling British migrants, no land-tax 
(whether flat or graduated) should be levied during the period of initial development-say, five years. 
If this were done capital and population would flow into the country, and in a few years the gain to 
the State -would be greater by a hundred{old than can possibly result from the present deterrent 

policy. · - h h · d · f B .. h . I d - . h D - . ' Believmg t at t e mtro uctwn o nt1s cap1ta an m1grant.• IS t e ommwn s most urgent 
need, I trust that the above suggestions will be fully considered and favourably reported upon by the 
members of the Commission. 

WELLINGTON CIIA!oiRER OF COM31ERCE. 

British Capital for tl1e Dominion.-Land-aettlenW!nt and Immigration by Priuale Companies and Asaociation~.-
Repart of E1npire Trade and Developmeut Committee to Ooundl. 

IN the report of the committee presented to the f'ouncil on the lOth October last dealing with land-scttlt•mcnt and 
Empire migration the suggestion was put forth that every effort should be mn.do to stimulate thcHc activities L,v means 
of private enterprise, supplementary to the efforts of the State. 

In further exph .. na.tion of this portion of the committee's report we now have pleasure in submitting further 
details of the suggestion. 

With taxation difficulties removed and efficient organization there is in the opinion of the committee no good 
reason why an actual beginning should not be made next year on the lines as set out below. 

Private aB against Government EJ!orta.-Your committee would point out that there is nothing new ih the 
suggestion, insomuch a.s many of tho early and successful settlements of tho Dominion were on similar lines. 

It ho.s become so cm~tomary for the people of this Dominion to look to the Government as the sole force in national 
affairs that to-day the great majority of people believe that any effort o_utside that of the_ State must ncc<'KS&rily bo 
abortive. Especially is this so as applied to those two great and mterrelo.ted questioru;-land-KCttlemcnt and 
immigration. 

It is not suggested that the State should cease its activities in connection with such matters, rather should it 
rca.Ji?..e that the prmoent progresa that is being made is totally inadequate, and com~equcntly it should immediately 
launch a forward policy and one complete in every detai! and co.vcr!ng every contingency. . .. 

This report is, however, designed to show that not m substrtutwn therefor but supplementary llJ the achvltles of 
the State there is a great opportunity for private effort, especially at the present time and in the peculiar poaition 
in which Great Britain Rtands to-day. 

Lands Idle and Unproducti1:e.-Up and down thcae sparsely populated Islands of ours are large tracts of idle or 
undeveloped lands owned by private individuals-gum and pumice lands, swamps, and Janda requiring irrig&.tion, all 
of which would respond bountifully to the application of ett.pit.al. 

In rnanv cases such holdings are of doubtful b<>nefit to their present owners, and. in f~:~.ct, oft-times prove but a 
sink for good money in the shape of land and other taxes, local rates, &c. 
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The owners of all blocks of sufficient area should be made to realize that it is directly in their own interests, as 
well as in the interests of the Dominion. that the present alfords an exceptionally favourable opportunity to profitably 
di1:1pose of such land~:~ to British companies and societies having capital at their command, for the express purpose of 
settling Britain'~> surplus population in the overseas DominiotlH. Organization and properly prepared data are, however, 
absolutely neceRsary t.o su<~cess in any scheme. Britildt capital is, without doubt, available for such a purpose, but 
it is for us tD put up the schemes. 

Sound arul Practic.ll Land-.seUlement.-In addition to the ordinary Government land-settlement and immigration 
activities, it is suggested that the following is a. thoroughly Round and prat..tical method of largely assisting in both 
directions :- · 

( 1.) Select a list of twenty or more blocks of second- and third-class lands. including State and private lands, 
which would, after, say, three or five years of development. be capable of ch.e settlement. 

(2.) Speci').l legislation be passed next session to demarcate such lands a.s " British migration lands," 
exempting same from-land-tax and local rates for the period of from three to five years. 

(3.) Prepare all necessary db.ta-plans, soil surveys, reporU! on expert treatment, rainfall, necessary reading, 
drainage, &c.-and also plans showing how the land will be capable of subdivision for close settlement. 

(4.} Offer such lands (together ''tith data., development reports, l:c.) for sah to British companies, societies, 
or ...ssociations at the present market value. 

(5.) Such companies, &c., to undertake to forthwith develop all such lands purchased, not with the object 
of farming, but of providing capital to " break in" the lands ready for close settlement, a-nd to resell 
to British migrants at the price which will provide interest on capital not exceeding 10 per cent. per 
annum. 

Jlodu8 opermuli: Th~ Lh.ncashire ·New Zealand Settlement. Company (Limited), purchases 50,000 acres of 
pumice lands ht the Taupo district at £1 per acre. 

The board of directors (located at .Manchester) appoints a supervising director who will be resident in New 
Zealand. A competent e);perif'nced New Zealand farm-manager is appoir1ted. British migrants arrive having been 
specially selected by the Boarcl in England a.s suitable in age, character, and calling : First, suflicier.t roadmakers, &c., 
and c ... rpenters to build living.quarters. Later arrivals at opportune time and suitable for work waiting them. 
Labourers, fencers, ploughmen, &c. All to be transported to New Zealand under the assisted immigration scheme 
suLsidized by British and New Zealand ·Go\·ernments. Wages to be paid as arranged by ~ompany prior to engage· 
ment. In five years the labour imported (British migrb.nts) by the company is 300, together with their dependants. 
The land is then sufficiently developed for close settlement-roaded, fenced, grassed, subdivided into 500 farms of 
100 acres each, and houses built on each holding ; butter-factories, schools, l.:c., erected. The employees of the 
company hre giver1 the first right of selection at, say,. £6 per acre plus cost of house. Two hundred farmers and 
families are then brought out froffi. England to occupy the balance at £7 per acre. plus cost of house. The land is sold 
on very easy terms, the New Zealand Government financing same under Advance to Settlers scheme. The company 
completes its missiOn-has relieved Britain of, say, two to three thousand of its surplus population, and Fettled them 
happily under the British flag, where they become potenti&.l customers for British goods to the extent of £12 per 
head, equal to £:~0,000 per annum. The company winds up and pays its shareholders 10 per cent. per annum for the 
whole period. 

Possible Erten.r~ion of Proposal.-Filty of such companies are formed in New Zealand in 1024 :-
{a.) Result in five yea.rs, £12,500,000 British capital applied to developing the present \\'a.Rte areas of New 

Zealand. 
(b.) 125,000 new settlers trained and established on own holdings and ber..ring their share of national debt. 
(c.) Stirt.uln.ting British trade by £1,500,000 per annum. 
(d.} 2,500,000 acres ex-tra contributing to New Zealand exports-say, £15,000,000 per annum. 
(e.} Nation~! debt reduced from £162 to £147 per capita. 

Further E:deMion of PropoAal.-One hundred of such companies are formed in New Zeah~nd in 1925 :-
(a.} Result in five years, £25,000,000 British capital applied to developing the present waste areas of New 

Zealand. 
(b.) 250,000 new settlers trained and established on own holdings and bea.ring their share of national debt. 
(c.) Stimulating British trade by £3,000.000 per annum. 
(d.) 5,000,000 acre.'i extn. contributing to New Zealand exports-say, £30,000,000 per annum. 
(e.) National debt reduced from £162 to £J351Jer capita.. · • 

These estimates are necessarily hypothetical, but there is no reason why they should not be practically realized 
or even exceeded. 

Great Opportunity regarding FimmcinJ of Companies.-The latest proposal of the Imperial Economic Conference 
is outlined in the following Press cablegram. If this is finally adopted by the British Government (and it is reason
able to suppose that it will be, whatever change the coming elections may result in), then the prospects of the 
successful carrying-out of the scheme herein suggested are very mat-erially increased. 

- "London, November 2nd. 
. "'The ~conomi~ Co_nfe~nce ?evote~ a larg~ part of. to-day's sitting to ,consideration of the report of the Com

mittee_ on Co-op~ratto~ m Fmancut:l Ass1s_tance m lmp~na~ Development. ~he Con!erence unanimously adopted the 
f?llowmg resolut!on: The. suggestiOn winch the Imperml Government make 1s that., m order to facilitate tho anticipa
t.um of work wlueh othetwu~e would not be undertaken for some vears, they should b~Ve a contribution tm .. ·ards the 
interest _clu~r_ges of loarrs. rni~ed for tapita.l_cxpcnc~it~re _of this ki~U by public-~tility undertn.kings-nn.mely, 
com~unwatu;>ns, power, lightmg, water, dramage, 1rrrgat10n, &c. 'Ihese undertn.kmgs might be under either 
pubhc ?r pn_va~e control and manag~mer.t. Assistance would be given in respect to the expenditure on orders 
placed m Bnt<t.m, and would bo apphcablc only to the schemes approved by the Dominion or Central Govem
ment concer!l~d, and, certified by it to be. in anticipation of normal expenditure. Payment would be made 
by _the Domm10n or Cfmtral .G?vernment, whiCh would be responsible for the payment to the ultimate recipients. 
It ~ suggested th~t t~e maxt~lll~ grtLnt be thr~·fourths of the inte-rest ~..;barges for five yct..rs. In order to 
quahfy for the Impenal contrtbut10n the scheme must he accepted by the Imperial Government within th 
next three years. The Imperial Government's approval would be given after consultation with the 'freasur 

0 

Board of Trade, or the Colonial or Indian Office. It would he understood that priority would be give l; 
schemes involvir:.g the earliest plac:ing of orders.'" 11 

1~/m.oer's r~11~rb.-!\lr. A. !--eigh Hunt, chairman of the committee, in moving the adoption of the report, stated 
that tt had rccctved the unanmtous approval of the committee a.t a meeting at which the following were p t. 
Lord Strathspey. Major Greene (H.,lvation Army), Colonel Pow (New Zealand Farmers' Union) Mr A ysen · 
(National Division Y.M.C.A.). • · · arney 

In explaining the following report the speaker pointed out that the scheme was intended to be sup J ta 
a.n? not_ in. s?bstitntion for the activities of the Government. Large areas of these poor Ja.ndR were in ufe e:::..~ds :;; 
pnvate mdtvrduah:1, but the ~:~cheme could embrace both private and State land~:~ 'l'here was no eleme t 1 h"l th 
in con f ·th tl 1 B ·t· 1 · · n o P 1 an ropy . ncu 10n WI •• te propoHa, n IS 1 counties, companies, societies, and associations with ca. ita.l alread 
~ubscn~d- were Wa1t1_ng for som_e such propo~:~al~. It is not anticipated that any difficulty would he met witf: 
~n obtauung the necesMary cap1t?-l, more . part10ularly as the suggested seheme was a sound and rofitable 
mvestment, o.nd at the same tmtc provided the means of relieving Britain of a t" f h p 

1 populatio Th ·i tl" d 1 por ton o er surp us , n. e se teme was do mere ou m~, an , o. course, details would necessarily have to be com leted 
later. Safeguards would need to be csta.bhshecl agamst the land !!peculator Th 1 1 · l p 
launch Hhch propO!mls wn.s undnuhtedlv near a.t hu.nd and if the Dom,·n,:on fe"l pd~:~yct to og~ca mh oment t.o 

t •t f · · h B · · h · . ' &l e o seize t e present oppor um Y o aocoptmg t e r1t1s proposals With cheap advances it was not lik 1 to · , c y occur agam. 



A. L. HUNT.] 193 B.-5. 

Private entcrpri.<~e \\&s to be the motive force and the rermlt wos likely to be more sa.t.i~fact-orv thnn Stn.t.o 
efforts. · 

Whilst accomplishing. the main ol:tjective as regards immigration, tht> seheme wa.s also t~alt~u) 1,tcrl to be- an 
early and sound mvestment. 

The _migrant :would be select.ed in Britain by the representatives of the companies who~o~e monfl\' wns to be 
mvested m the scheme, consequently the best class of people only would be sent. · 

The exact numlx>r would !l.rrive at the opportune time for the &.ctual work waiting for them. 
The employm~nt during the developmen~ perio? would enable the migrants t;o save suflil'icnt capitnl to pn.,v 

the depmnt necessary to take up theu holdmgs of land at the end of the fivc-vcnr pHriod, 
"The man in the street" would say, " \\'herl' is the land available in New Zealand 'f ,; 

.. The speaker _sta.~d that l_te hel~l in hh~ hand o. memora.ndum from the Under-Hct:r("tary of thr LmuiM Drpn.rtm('nt 
g1vm~ the followmg mformat10n wtth rego.rd to such lands as are at present avo.ilable and Muitnbl(' for Mt•ttll'mcnt: 
Pnmtce lands, North lslo.nd, 0,000,000 acres; irrigable h.nds, Central Otago, 371,800 nc:n•M; J.!:Uill-bl'arin,L!; lnnds 
800,000 o.cres : total, 7,171,800 acres. ' 

All, therefore, that was required wns a strong public opinion and eflici('nt orgat.ization, nMI nothinj.t' would 
prevent the success of a strong forward movement in connection wit.h land·st't.tlemcnt and immi,~£rntiun, whieh would 
undoubtedly result in opening up a new chapter in the historv of New ZPalnnd. · 

Tho adoption of the report was seconded by Mr. John "Myers, the president of the C'hambt•r, and •mpporl!'cl hv 
1\lr, S. A. Longuet, vice-president, and carried unanimously. ~ 

. Mr. Weston.] There is just one .question I would like. to ask: with regard to that. idea '?f assessing 
different classes of compames at different rates, according to the return upon thmr capital, would 
there be a difficulty where one company was carrying on three or four different classes of business ? 
-1 should not think so. It is now levied upon its aggregate profit, is it not! 

But would not you have to make an allowance for the different rates to the different companies, 
according to the class of business they are carrying on 1 You see there is that portion of the return 
which covers insurance against risk of loss. For instance, the sawmilling business would require a 
bigger return than another business because it has wasting assets ?-Those details would have to be 
considered in some way, but, generally speaking, I can see no object.ion to the adoption of the principle. 

You know that the system has been adopted in Spain and Italy, and the difficulty there was the 
classification ?-I cannot see that there is any great. difficulty in this country, because, with the 
exception of those companies dealing with wasting assets, there would probably be no others requiring 
discrimination. 

Mr. Shirtcliffe.] Have you had regard to the wisdom of continuing the graduated land·tax 1 
You have not made any special comment upon that ?-To tell you the truth, I desired to confine myself 
to one or two points, but 1 have confirmed views on that point. I do not believe in the graduated 
land-tax at all. 

You do not think it is necessary or advisable to continue it in order to prevent, reaggregation 1 
-No, I do not think so, There are other safeguards which can be adopted. 

Such as !-Well, the law that makes a m<tn use his land profitably. 
Otherwise he pays extra taxation ?-Yes. 
Mr. Begg.] As to your suggestion that the gr11duation of the company-tax should be according 

to the rate of interest earned, what you really want is the abolition of the graduated tax on companies 1 
-That is true. 

In your opinion the graduated system of taxation on companies is not desirable ?-That is so, 
Mr. Clark: I want to take exception to the statement that the convenience of the Department 

has entered into the matter at any tjme. 
The Chairman : That is, with regard to the reduction of the exemption or assessments on 

compauies! 
Mr. Clark: Yes. I would like to point out that it would simplify the work of the Department 

if the assessment of companies were abolished altogether and we assessed only the individual. The 
simplest assessment we have to make is the assessment of salary, and if we assessed individuals on the 
dividends it would be equivalent to making a salary assessment. We would get the returns of the 
compauies and check them with the returns of the individual taxpayers, and it would do away 
with all question of depreciation, and what is earned income, and what is income earned outside 
of New Zealand. You would do away with all the most complicated questions we have to deal 
with. While we would have to deal with a few more taxpayers, an average junior clerk could 
make anything from ten to one hundred assessments of individuals while the average clerk was 
making one assessment of a company. 

Mr. Hunt: But Mr. Hunt's scheme would not get over the assessment of companies too; you 
would be assessing both companies and individuals. 

Mr. Clark: It would not add to the difficulties of the Department in any way. But the abolition 
of the assessment of companies would ~normously . sim~l!fy the work of the Departmen~, and we 
might possibly be able to reduce staff owmg to the Simplicity of th<: asse~smen.ts. I say th1s because 
I notice that that statement has gained currency and has appeared m articles m the newspapers, and 
I want to make it clear that it is contrary to fact. 

The Chairman: When the matter was before the Taxation Committee, you were not in favour 
of reducing the exemption to £200 on unmarried persons, as suggested by 1\lr. Leigh Hunt! 

Mr. Clark: No. 
The Chairman : What are your reasons ! · . 
Mr. Clark: The reason is the ill-feeling that would be created amongst taxpayers by the evas10n 

of people with just about that amount of inco~e wh? are peripatetic. Al!hough the exemptions in 
Australia come down as low as £150, the quest10n anses whether the tax 1s collected from the tax
payers, and it has been remarked by writers on !"~ation _that you want to know how a Ia": applies 
in a country where it has been enacted-whether 1~ IS earned out. It has bee'! stat.;d that 1t ~s not 
carried out in America, and I doubt very much 1f the whole of the people hable m Austraha for 
income-tax, or anything like the whole of them, are assessed. 

25-B. 5. 
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Mr. Shirtclijfe: In the case of casual labourers, it would be a very difficult matter 1 . 
Mr. C!ark: They are shifting about from State to State. They sh1ft from Austraha to here. 
Mr. Shirtclijfe: Shearers, for example 1 
Mr. Clark: Yes. 
Mr. Begg: Does not that apply to the present position in New. Zealand 1 . 
Mr. Clark: Not so much at £300. Very few of those men earn as much as £300m the year. We 

had returns of all the waterside workers, obtained from the employing authorities, and in the best 
year very few of them would earn over £300 in the year. Although they might get high rates their 
time is broken. 

Witness : Regarding the last point, I suggeste~ in !"Y evi.dence th":t that difficulty. might he 
overcome by asking employers to make return~. It JS qmte ob':'~us that lf employers d~sue a lower 
rate of income-tax themselves they must ass1st to collect additiOnal revenue. There IS no reason 
why, when a man joins a firm, the emp!oyer should. not be c?mpelled to tak~ a statement from .hi 
as to what he has earned elsewhere durmg the preVIOUS portiOn of the taxatiOn year, and send r- ·• 

return accordingly. /' 

CHARLTON DouGI.As MoRPETH, Accountant, Wellington, examined. , 
! 

The Chairman.] You have some views on the subject of taxation !-Yes; I have conside~ed 
for a good many years. I saw that you were taking ~vidence, .so I though~ I would come up.<.) 

What are the points that you propose to deal With !-It 1s more partwularly m regard to. 
company income-tax that I wish to speak. . . . . . \_~ 

Will you tell us your views on that subject, then !-Yes, su. I Will start off w1th port10ns of· 
letter that I wrote some time ago: "Whereas in 1914 the total income-tax collected in New Zealan~ 
was a little more than £500,000, last year's total "-this was written in 1921-" exceeded £6,000,000t 
And where does the bulk of this come from ! It comes from the earnings of the public companies' 
of our country. Why does it come thus from these companies! Because their accounts are easily! 
got at and ea.<ily verifiable, and the powers that be openly defend its imposition for this very reason 
. . . . The question to be asked is not 'What is the easy way ! ' but 'What is the correct way ! ' 
In the minds of the majority of people the term 'principles of taxation ' at once arouses memories 
of Adam Smith and his four famous canons-equality or ability, certainty, convenience, and 
economy. It is because in our incidence of taxation these principles are abandoned that we hear the 
present outcry against the unjust and onerous taxation on companies at all, or nea.rly all, meetings 
of public companies, and at all gatherings of business men, as well as in the everyday talk of men of 
business on all sides. The present scheme of taxation was launched by the National Government 
as a war measure in war-time, and by its authors undefended on principle hut excused on grounds 
of expediency. It was said, and the community admitted the validity of the argument, ' Money we 
must have for the salvation of our liberties, for the preservation of civilization,' and the people said, 
Yes. As a result, the obvious quick and simple way was to take it where it could be got promptly 
in large sun1s, and that was to treat the companies as individuals and tax them as such. Like the 
issue of war loans ' free of income-tax,' this is pure expediency and equally indefensible on grounds 
of true principle. Taxation may be looked at from three aspects-(!) That of the taxpayer, 
(2) that of the Government acting for the community in its executive capacity, and (3) that of the 
community as a producing or economic entity. The aim of the Government should be to effect the 
best practical compromise between the three standpoints as the particular circumstances will allow. 
Never, as to-day, has the problem been so acute and required such skilful handling to find the exact 
taxable limit of the community, the limit which swells the Consolidated Fund to its greatest degree 
but beyond :"h~ch taxat.ion defeats ita own obj~ct, or, !n ~omely words, ' kills the goose that lays th~ 
golden .e.ggs. They.WJII gru.m~le, b~t they Will pay,. sal~ Kmg Charles .. He was right to a point, 
~ut, fallmg to recogmz~ th~ li~1t, pa1d th~ p~nalty Wlt~ h1s head .. There 1s nothing surer than that 
If the G?vernment persists '7' 1ts wrong prmmple of taXIng compames as if they were individuals the 
result Will be, first, the dry1ng-up of the source of revenue, and, last, the failure and/or liquidation 
of ma~y of the industrial companies. In this morni.ng'.s paper the ~usiness notes from Wellington 
state, . There are .buyer~ of ~ gr~at ma~y shar~s, pnnCJpally banks, msurance, financial, and meat. 
There Is compa~~ttvely little mqmry fo.r mdustr1al shares.' Why is this ! Because the business men 
can. ~e~ the wnting on the wall. While the wa~ wa~ on, the companies engaged in the industrial 
actJVltJ~s. of our country were, through th~ eXJgenmes of shipping, practically free from outside 
competitiOn, and. the load of company-t~x:-twn corr!d he passed on. Enough money could he made 
to. pay the taxatiOn, pay a ~easonable diVIde?d, w_nte o~ th~ necessary depreciation, and put some
thmg ~ reserve .. That day 1s over. Compet1t10n 1s commg m from outside, prices are falling, goods 
are selling even m some cases at below replacement values · and what is the outlook 1 F 
f · d d f · f Th . ' . ar, very ar m ee rom sat1s actory. e statement IS made that the companies are not d · th · 
di 'd d b · h' 1 I hi re ucmg e1r Vl en s ; ut IS t IS true t nk not. No hoard of directors is aJJXI·ous to f 't h h ld 'h h hdi' aoetssareoers WJt a report t at t e Vldend must be passed or reduced and yet this 1's com1·n a d · 
h I kn f I . • g n m some cases 
a~ come. ow o severa ~ses ~here ~h1s has happened, and of others where the dividend thou h 

paid has not been earned, hut IS bemg pa1d out of reserves for equalization Th' · 11 th t ~II 
d If di te to • d · j · · • IS IS a We a WI soon ry. sas r our m ustna compames IS to he avoided we must g t b k t t · · 1 " 

Th h · 1 I · h d e ac o rue prmmp es ose ar~ t e pomts t tat WlS e first to put before you. I understand that d I' · ·h 
all questions of taxation ! you are ea mg Wit 

The Chairman : Land and income. 
~itness: With regard.~ the land-tax, I have got ~othing prepared, but I should like to be 

pernutted to express the op1mon that the graduated tax m n•aard t 1 1 · 1 11 
_ 'n o anc Is w 10 y wrong from an 
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~conomic point . of view. Its only defence can be from the political point of view, and that 
IS the trouble, 1t seems to me, that faces us all in considering this question of the incidence 
of taxation. While one strives to do what is fair and right for everybody it is. very dillioult 
indeed to avoid many anomalies and many injustices. But so far as the question of the graduated 
tax upon land IS concern~d, it surely was invented as a political expedient to break up large estates. 
Its effect upon busmess m many cases has been entirely unforeseen, and is very onerous indeed. 
You can take the case of businesses such as, shall we say, the New Zealand Express Company or 
the banks or any big insurance company, which businesses of necessity have to have well-appointed 
and well-situated premises in all the principal parts of our country. The land of such businesses 
is expensive, because it must be convenient, and simply because they are compelled to have these 
holdings of land they are mulcted in graduated tax. Then there is the further cause of injustice 
:vhich i.s now operating in a number of directions in regard to mortgages. Many of these large 
mstttutwns have lent money out on mortgage, and have recently had the unhappy experience of having 
to foreclose upon a number of these mortgages and take the properties over. The result of that 
has heeD, of course, to add the value of the foreclosed properties on to their existing properties and 
increase their graduated tax. I do not think for a moment that that was ever contemplated in the 
legislation. And yet I know it has happened. The mere fact that it has happened shows that the tax 
is not doing what it was intended to do. If from a political point of view it were deemed necessary 
that large estates should be broken up, some other way should be got at and the matter 
tackled directly, either by limitation of area or some other direct action, instead of indirect. That 
was the point about the land-tax that I thought I should like to put before you for consideration. 
Of course, the whole income-tax is of the nature of a capital levy, inasmuch as you are not allowed to 
deduct it in your next year's statement of income. It therefore necessarily becomes a capital levy. 
Indeed, the authorities plainly say-and, of course, it applies all the world over-that it is a capital 
levy, and from their point of view you are not to look upon it as a payment from profit and loss at 
all ; it has got to come from capital. So it has all the inherent evils of a capital levy. You must 
have seen many scores of articles in the economic and banking papers during the last year or two since 
the proposal for a capital levy has been brought forward ; and when the income-tax reaches the very 
heavy figure that it reached in New Zealand it is beginning to be seriously a capital levy, with the 
evils of a capital levy. So far as the incidence of the income-tax is concerned, I do not know whether 
it would be right to suggest that consideration might be given to a reduction of the minimum exemption 
of £300. Under certain circumstances it seems to me it might very well be made less than that. 
Another point that might be considered is the graduation fraction. We start now with one OM
hundredth, and then go to one two-hundredth. Perhaps if it started at one two-hundredth and 
went to one three-hundredth and one four-hundredth it would ease the graduation-make it not so 
sharp. I think that is all I have to say. 

Mr. Hunt.] You object to the graduated system of land-tax. Would you suggest abandoning the 
land-tax and making it all income-tax ~-I would support that myself. I would abandon the land
tax altogether. Let all the landholders, whether they be freeholders or leaseholders, pay by means 
of income-tax. That would get rid of a number of anomalies. 

Mr. Shirtcliffe.] With regard to the income-tax on companies, would you suggest that companies 
be relieved entirely !-No. I think that a fair company-tax would be a flat rate-say, 3s. or 4s.-on 
the undivided profits for the year. Let the individual shareholders each carry his own burden. As 
Kipling puts it, "Let each herring hang by his own head." 

How would you meet a case such as this : A company might pay a dividend out of profits tltis 
year and pay tax on i~s undi~ded pro~ts. Next :l;ea_r it may have a bad year, but it stfll wishes to 
pay a dividend, and It pays 1t out of 1ts Appropnatwn Account !-That would be all nght, surely, 
because the shareholders would then pay upon the dividend which they earned the previous year, 
but did not receive. 

But there would be double taxation, would there not !-In that case there would be. 
Would you propose to meet that in any way ! It is not an unco~mon thing !-It is quite a 

realizable position. The only thing to do would be to make an exemption. Whatever had already 
been paid should be allowed for. 

Mr. Clark: It was tried in Australia and. abandoned. . . . 
Witness: Was it! It is very hard, I know. I know the extreme difficulty of domg what IS 

fair all round. We all realize the intense difficulty of it. 

GERALD FITZGERALD, Civil Engineer, Wellinb>ton, examined. 

The Chairman.] You have made a study of the subject of taxation, or have de.voted •ome 
consideration at any rate to it !-I should have to qualify that statement by a becommg sense of 
modesty. I ~ay say that I appear here with a c?nsiderable. am~un.t of diffidence, because .I am 
deeply sensible of the fact that the members of this. Comm1ss1on md1vtdually ~ust know qmte as 
much about taxation as I do, and some of them considerably more. I only destre to be helpful, so 
far as I am able to be. . 

You have prepared a statement setting forth yo~r views: perhaps ;rou Will be good enough to 
read that to us !-I have separated the papers according to the several different taxes that I propose 
to criticize, beginning with the land-tax. 

Land-tax. 
Principle.-When the land-tax was first instituted it was meant to be partly a producer of revenue 

culled from a supposedly wealthy or comparatively wealthy class, and partly to act as a brake upon 
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the aggregation of landed property then ?elieved to be . greatly up?n the _incr~ase, and 
therein assumed to be pernicious ; and this belief found expression later on m the stJffemng of the 
uraduation and the increase in the general scale. Since then and up to the present day the belief 
that aggregation can be prevented by a tax has suffered a continu~us decline, a.• tl_Ie. facts do not 
mpport such a conclusion. It is true that many large landed propnetors have subdiVIded and sold 
their land when the market prices appeared to indicate that it would be profitable to do so, or when 
the inconvenience of devising wealth in this form presented an embarrassment to an aged owner; 
but, on the other hand, it was found that the imposition of the tax did little or nothing to prevent the 
continued acquisition of properties by capable and vigorous investors who were confident of being 
able to make them pay a satisfactory profit in addition to the enhanced rate of taxation. In seeking 
the aid of taxation to prevent this particular abuse there is little doubt that an important economic 
principle was disregarded in that taxation should be invoked for the purpose of providing revenue, 
and should never be used as a substitution for remedial legislation. Its failure in this regard, there
fore, is not so much a matter for regret as it is an inevitable result that might have been foreseen. 
In the meantime, however, the failure of the tax to prevent aggregation 'vbich stood in the way of 
closer settlement of the land had seemed to require that the powers of resumption should be adequately 
increased, and at the present time such powers are apparently ample for the purpose. With such 
powers of resumption as an instrument of administration it is plain that this partic~lar function 
of the land-tax (apart from being wrong in Jllinciple) is no longer needed, and that, bemg no longer 
useful, it might as well be abrogated. It remains to consider whether as a producer of revenue it is 
worth while to retain tlus particular tax as well as the income-tax. Upon general principles i"t is 
usually conceded that if one tax will achieve the desired result it is no advantage to have more 
than one, and if the superior merits of the income-tax be admitted this argument would appear to 
be unanswerable. 

Inequitable lncidence.-So long as the tax was being paid by the landed proprietors who could 
afford to pay it out of the incomes derived from the products of the land the operation of the tax was 
not seriously railed in question ; but \vith a sudden and remarkable fall in agricultural and pastoral 
prices, resulting in widespread losses, it became obvious that in a great many cases no incomes could 
be made from the land out of which the tax could be paid ; but since nevertheless it had to be paid 
it was plain that the tax would have to be paid out of capital, and this brought into a strong light the 
difficulty of applying the tax to the changed circumstances above mentioned, and firmly established 
its inherent inequity as well as its pernicious effect in depleting capital, and thus acting in restraint 
of trade. There have been from time to time modifications of the land-tax in connection with the 
income-tax in the alleged desire to secure an equitable adjustment, hut as all such charges were more 
in the nature of expedients supposed to meet some particular emergencY, and were in no case the 
development of a principle, they need not here be considered, except as changes the frequency of 
which create inconvenience. 

GraduaJions.-In the mistaken belief that the machinerv of the land-tax was an instrument to 
be use<l for the prevention of aggregation, the graduation· was apparently framed with an eye to 
pastoral and agricultural properties; but wb<itever may have been said in defence of such a design 
its application to city properties seemed to bring its inherent injustice into strong relief. It is by no 
means easy to understand why a large bu8iness occupying a large city section for which a large price 
must have been paid should be penalized to any greater extent in proportion to a small business 
occupying a small allotment for which a small price had been paid. But that is not the worst. As 
if in order to emphasize the inequity of any attempt to conduct business upon any but the most 
insignificant scale, it was ordained that the graduation should take no account of mortgages. The 
peculiar. injus~ice of this provision is realized when it is remembered that a. property mortgaged 
belongs m eqmty not to one _rerson but. to two: Nev~rtbeless the owner of the eqmty of redemption was 
assessed under the graduatiOn not only for his own mterest, but for the mortgagee's interest as well. 
If this in~dious distinetio~ ca~ ~e said ~ have any merit it is certainly not easy to discover it. 

In VIew of the foregomg It Is subnutted that there can no longer be any real objection to the 
abandonment of the land-tax, and the consequential enlargement of the income-tax with the 
unquestioned advantages of placing the burden of taxation upon the shoulders best able to sustain 
it, thus ensuring the payment by each individual &ccording to the means at his disposal. 

I ncome-!a3:. 

. Non-per.missible Deductions h.' Asse,,nuent.-;-It is a rule of the Tax Department that in assessing 
~ncomcs subject to tax no deductiOns arc permissible ot~er than. those Incidental to the earning of the 
mcome,_ and amongst t?ose so disallowed are taxes. It IS submitted that this is a dogma rather than 
a prmc1ple, and that It does not rest upon a sound economical foundation. Local-body rates are 
allowed as a deduction, and it docs not appear that any real distinction can be drawn between rates 
~o allowed an~ t:axes that are ~o rejected.. The Department's. rule implies that taxes must be treated 
m an appropnatJon account which deals With the subsequent ~hsposal of the income, and not in a profit 
an~ loss account whiCh de?-ucts the charges from the gross mcomc ; but all business accounts reject 
this rule a~d deduct taxes m the profit and loss a~ount as one of the charges incidental to the conduct 
of the husmess pursued for the purpose of producm!l the profit. It is a common practice to set aside 
out of p_rofits a reserve~ c_ovcr taxes, and ~ut of this account taxes are paid. This clearly emphasizes 
the ~us1~es~ rule, that It IS only th~ ~et mc~me after th~ pa.yment of all charges (includin taxes) 
that Is distributable as profits; and It IS submitted that It Is this net distributable income tha~ should 
be the amount assessed for t~x, rather than the partly gross amount at present assessed under the 
rule of the Department that IS here challenged. If the system of individual taxation were brought 
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i~to operation in ~ubstit~tion for ~he corporation-tsx as elscwlwre recommended, this particular 
difficul~y '."ould e!'tuely disapJll>ar, smce the tsx would then be assessed upon the income after it had 
been distributed mt<> the hands of the several individuals entitled to receive it. It is respectfully 
submitted that it is the several persons who receive the income who should severally pay the tsx 
thereupon assessed, and in proportion to their means to do so. 

Possible lncrem;e in Income-tax.-It has been ststed that the abandonment of the land-tsx would 
involve a considerable increase in the income-tsx, since the revenue so lost in the land-tsx would have 
to be made up in some other way to the required amount. This is admitted. It is, however, sub
mitted that this alteration is not of necessity a disadvantsge, since it is immaterial whether the 
revenue is derived from one tax or from several, provided that the incidence is not unfair. The only 
real principle at stake is that the tax however applied should be equitably borne by the sever~! 
classes of people who may be called upon to pay it. It is not disputed that the tax should be assossl'd 
upon some scale of graduation whereby the richer people should pay more in proportion than tho 
poorer people who may be less able to support the burden. This print•iplc would not be affected by 
an increase in the income-tax ; and it is plain that those who wore relieved from payment of land-tsx 
could well afford to pay more by way of income-tsx. The outstanding merit of 1m income-tax is that 
it is only payable out of profits, and that the individual who has not been ahle to make profits cannot 
be called upon to. r<<J any tax. Economists have never been able to suggest any other form of tllX 
which reaches the high level of abstract equity. It is admitted that if the income-tax were to be 
relied upon to supply practically the whole of the revenue its orbit would be considerably extended, 
and as a consequence the expense of collecting it would be-for a time at leaslr-materially increased. 
It is submitted, however, that this presents no real impediment, since in ot.lwr places where the same 
difficulty has arisen it has been met by improvements in administration, and it must be obvious that 
the removal of the land-tsx would lead to a great saving in administrative expense, so that it is quite 
possible that the net increase in cost would, after all, be negligible. It is probable-and is here re
commended-that some reduction should be made in the amount of the exemption (now £300) to 
provide a small payment of tax by a large class who derive all the material benefits of citizenship 
and the protection of the law from the organization supplied by a stable Government. It is not 
unreasonable to expect that such people should pay something, even if only a small amount, towards 
the cost of administering the country that maintains them in safety. It is, however, admitted that 
practical considerat,ions require an exemption, since the cost of collecting tax from the very poorest 
would exceed the value of the tax collected; and hence it may be supposed that the revenue payable 
as Customs dues is an adequate expression of the taxing possibilities in this direction. If this is a 
correct statement it follows that the regulation of the exactions by way of Customs dues should always 
be upon the broadest possible base, and should never fail to include the elementsry necessities of 
ordinary households. Viewed in this light the political cries such as the " free breakfast table " 
appear to be devoid of practical meaning. It is regrettable that changes in the form and application 
of the tax have in the past appeared to be a necessity, and not the least among these is the change 
hy which the farming industry was recently relieved from the payment of income-tax. It has always 
been regarded as an exceedingly dangerous experiment to differentiate between classes in the 
application of a tax, and hence it has not caused surprise to read the very severe criticism that descended 
upon this particular change-the more so since it appeared that wealthy tenants upon Grown leaseholds 
were enabled altogether to escape the payment of tsx, such titles not being assessable for land-tsx. 
A distinction has in the past been made between the income due to personal effort styled " earned 
income " and that produced by the investment of capital, and this-not being in any sense a class 
distinction-has been found to be acceptable as a recognition of the superior quality of the toiler as 
distinguished from the otherwise inert investor in the labour of others. It is submitted that this element 
should not be disturbed. 

Profits and Losses per contra.-It was at one time_ a rule of the Department not to allow as 
deductions from the individual assessment the losses made in one business from the profits made in 
another, but this embargo was subsequently withdrawn, leaving only the .extrem~ difficulty in 
understanding how such a singularly ~njust rule ever cam_e 0 .be adopted. It IS submitted that the 
only income to he assessed for taxatiOn payable by an ~ndividual should be _the net. amount after 
taking into account the several losses and gams of the busmess as a whole notwithstanding the extent 
of its ramifications. 

Oorp{Yfale Taxmion. 

Principle.-The present system of taxing corporate bodies such WI companir•s WI if tlwy wr•rr• 
individuals is still the subject of controversy. Those who support It have adopted as a dogma the 
statement that incomes should be taxed " at their source," and at first Might it would Mecm that this 
particular phrase lacks defined meaning, since the source~ of income a~ •o many and so widely diffused 
as to he incapable of distinction. If any defined meanmg can be giVen to the words they probably 
mean that the " source " of the income is its first appearance as an aggregated profit whether in 
corporate hands or in individual possession. This i~, of cou~e, not by any means a correct lite_ral 
construction but it seems to be the best that can be Imported mto the phrase used by those who Wish 
to retain th~ present system. It will at once be seen that these words, wl~ether rightly _or wrongly 
used, do nothing towards elucidating the. theory of the. ~ystem of ta~ation, so. that 1t becom~s 
necessary to trace its effect in its application to the conditions of_ established buKmess. The public 
mind has now firmly grasped the fact that all corporate bodie~ subject to taxation P""". on the tax to 
their clients or consumers, unless they arc prevented from domg so by the fixmg ~f pnces abroad or 
otherwise beyond their control. In the first case the goods produced or the ~er":'oes performed arc 
rated at a price calculated to cover the ordinary charges as well as the tax winch Is therein mcludcd. 
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In the commercial sense the tax is regarded as one of the ordinary charges incidental to the conduct 
of the business, and any firm or company neglecting to make provision for this element of expense 
would not long survive in competition. In the second case, where it may happen that the charge can
not be passed on in the selling-price, the tax must come out of the profits otherwise distributable to 
shareholders. The only exception from this rule is in cases where the purchasing-price for the goods 
handled can be reduced by the purchasing company to provide for the tax they will have to pay. In 
both cases the incidence is untair, since the service to the community is rendered too costly, and the 
tax ultimately falls not upon the wealthler class who are able to bear it, but very largely upon the 
poorer class who are not otherwise withln taxable reach. It will thus be seen that if the principle of 
exacting tax from those best able to bear it is sound, then the present system is far from complying 
with that standard. Accepting the principle, however, as being economically unassailable,. it seems 
that the dogma above mentioned should be paraphrased into the collection of tax " at its destination," 
which is sound-whether literally, economically, or practically-since it implies that the payment of tax 
should be made by the person who receives the income. Another phrase in common usc by the 
supporters of the present system is that the tax should be collected from "the unit " that makes the 
income, and for the ·purpose of this contention a company or other corporate body is regarded as a 
"tmit." Some clifficulty will be found in attaching any precise meaning to the words in question, since 
the literal construction as applied to companies is unquestionably wrong. The true distinction is in 
the fact that a company is not a unit, and it never receives any income in the individual sense. It is 
an aggregation of individuals, only collecting income in order to hand it over to the persons severally 
entitled-i.e., the shareholders-who have provided the capital from the nse of which the income is 
produced. The company does not itself own thls capital. It owes it to the shareholders from whom 
it was borrowed, and when it is no longer required-i.e., in liquidation-it has to be returned. Since 
the company can in no sense be regarded as an individual it seems to be clear that the tax ought to 
be paid by the shareholders or suclt of them as are assessable for tax, whereas at present the rich 
investor in shares altogether escapes by passing on hls tax to the company's consumers. Apart from 
the inequity manifested by the tax thus falling upon the wrong people, many of whom are not other
wise taxable, the fact involves the sale to the consumers at prices whlch are higher than can be morally 
justified, and the com plaints of the consumers in this regard is seen to be a real grievance calling for 
adjustment. 

Pradice.-A practical illustration of the foregoing will assist to make the meaning clear. The 
Wellington Gas Company (Limited) paid in income-tax £1,771 in 1914, and £21,298 in 1921, more than 
twelve times as much, or, measured per 1,000 cubic feet of gas, an increase of from 1·3d. to lld. The 
price of gas per 1,000 cubic feet to the consumer was raised from 5s., to 8s. 9d. and in order that the 
price should not be made too high to the consumer the shareholders agreed to accept a reduced 
dividend in the years 1918, 1919, and 1920 of 5 per cent., instead of the customary 10 per cent. 
previously declared. If the shareholder in view of the circumstances had not agreed to accept a 
reduced dividend the price of the gas to the consumer would necessarily have been much higher. 
The large bulk of the consumers are not taxable, but under the system then in force and still subsisting 
they nevertheless paid most of the tax, and would have paid much more but for the forbearance of the 
shareholders. If the individual tax had been in force the price of gas could have been largely 
reduced to the consumer, and the tax thus removed have been paid by those of the shareholders who 
happened to be taxable. In thls case there can be very little doubt that the individual tax would 
have been very much less unfair than the present system. It has been urged by supporters of the 
present system that if companies were relieved from taxation they would use their freedom to pay 
increased dividends. Thls would certainly not be the effect in the Wellington Gas Company 
(Limited), since the reduction in income-tax recently made has gone to reduce the price of gas to the 
consumer, the policy of the company being always to sell gas as cheaply as possible ; and it is 
submitted that, unless in special circumstances where losses were being made, it would not be the 
case in any other company that could claim to be prudently managed. Another section of the 
supporters of the present system has indicated that companies when relieved from the payment of tax 
would not raise their dividends, and that shareholders who would then be called upon to pay the tax 
would not in such circumstances be adequately recompensed. Thls would apply to preference share
holders. It is submitted that inasmuch as the poorer and untaxable shareholders would not be in 
any way affected the tax could only fall upon the shoulders of the wealthier shareholders and that 
the small difference made by the suggested alteration in their general assessment would thus be 
negligible. It is, of course, incontestable that the tax paid by the wealthier classes, whether share
holders or not, would inevitably be greater than heretofore, and it is submitted that such a result would 
be no more th?-n a jus~ and proper incidence. It is fu~her submitted that the importance of selling 
to the purchasu':g pubhc the products of ~ompany orgamzat10n at the cheapest possible price has not 
theyetofore received adequ~te constderatJOn, and tha~ so far as may be practicable it should be 
mamtamed as a pnnmple, m that no system of taxatiOn should be framed to its disadvantage It 
ha;< been alleged. that. the removal of company-ta:cati?n would tend to drive small traders o~t of 
~xtstence, but thts belief w1ll ~e found upon exammat10n to be largely illusory. The small trader, 
1f he owned the whole of !us busmess, would be no more or no less taxable than if he owned the whole of 
the share capital of a company, ~nee it is the beneficial interest that would be taxable whether 
produced by.a comp~ny or othenVlse. The small trader receiving the whole income would thus be 
taxed according to hls assessed rate and scale, and he could have no real cause for complaint. If it 
should hap~en, however, that smal! trade':" (no matter from what cause) could not supply the needs 
of the public as cheaply or as satisfactorily as larger aggregations of capital tlten th b 

d · f th · · 1 b · · . , ere can e no soun econonuc reason or e1r surv1va, ut 1t 1s sub1mt~ed that thls is not in fact the ·case. 'l'hus 
the laundry compames have never been able to oust thmr smaller rivals. The automatic bakeries 
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have. ~he same competitio~ as for!"erly, and the small dairyman is still flourishing in spite of his 
mumC!pal competitor. It IS subnutted that in none of the cases mentiOill'd can tlll'rc be discovcn•d 
~n:Y: s_ound re~on. for rejecting the great ~nd unassailable principle that the tax should be pnid by tho 
mdJVlduals enJoymg the benefits of the mcome, and in proportion to the degree of the benefit8 80 
enjoyed. 

Debenture·ta:JJ. 
Principle.-This tax offers a curious instance of how inconsist<'nccs arise wh<>n f('VCntlf' is sought 

by e:.:pedients rather _than by application and _maintenance of principle. It mil(ht naturnlly bt• suppose<! 
that m accordance w1th the meth?d ~~opted m the case of companies the tnx upon the intt•rest payable 
uyon the _debent~res would be a hab!IJty of the corporate ?ody;. but that is only superficially t.he case, 
smce the mcome IS finally assessable to the owner for the t1me bemg of the debenture. 'l'hus it is really 
an individual tax (and, being such, no objection thereto is here recorded), but the question mny wt•ll 
be asked as to why the company should be taxed in one case and the individual in another. 'l'his 
singular inconsistency seems to be unaccountable, and hence it is submitted that the clifft•rence should 
be eliminated, and that one method should be adopted. Some further confusion has arisen from the 
striking of different rates-one for local-body debentures and another for company debentures-such 
difference being the subject of much criticism. 'l'his, however, is a minor matter and only useful to 
illustrate the danger of resorting to uneconomical expedients in substitution for the application of 
economical principles. 

Municipal Trtuling. 
Principle.-It is alleged by private trading concerns that it is unnecessary and unfair to allow 

municipalities to trade in competition with them, and it is alleged that the further special unfairness 
is seen in the freedom from tax enjoyed by the municipalities. 'l'his grievance h••• latt•ly tended to 
become more acute as the activities of municipalities have extended beyond the usual public utilities 
and invaded the region of direct trade. 'l'hus the Christchurch City Council is the exclusive agent 
for a certain motor-vehicle that is being sold in competition with others, and the Electrical Dc•part· 
ment there, and also in other cases, undertakes the supply of electrical fittin!,'ll and machines in 
competition with private traders. Municipalities, of course, are not called upon to pay rates, nor 
usually rent, upon any of their premises, which is an initial advantage of great consequence ; and 
the freedom from income-tax and land-tax is such a further advantage a8 to make the complaint of 
the private trader in competition with such immunities a grievance of the first importance. More· 
over, the loss to the State in not exacting tax from these illegitimate trading adventures is so great 
as to merit the closest scrutiny. It has been stated that municipalities if assesst•d for income-tax 
would so frame their profit and loss accounts as to show little or no income and so evade assessment. 
'l'his possibility is admitted ; but it is also plain that such evasions could easily be met by a special 
method of assessment under which no escape would be possible. A special form of assessment would 
in any event be reqnired if the company-tax were abolished in favour of an individual tax ; and in 
such event municipalities would probably have to be regarded as individuals, since they have no 
distributable profits as in the case of companies, and are the direct recipient.• of the income accruing 
from the result of their activities. 

State Tradiri!J. 
Principle.-'l'here is a generally accepted belief that it is a mistake for the State to enter into 

trading enterprise, especially in competition with private undertakings of a similar character, but 
comparatively few people have taken the trouble to examine the foundations of this theory, and the 
slackness of the public mind in this regard has made it easy for successive Governments to submerg" 
the principle at several different times under the pressure of some superficially attractive financinl 
expedient. It is usual when discussing this subject to meet with the preliminary concession that a 
few special Departments such as Postal and Railways are properly State monopolies which it is 
implied are beyond criticism, the discussion then being carried forward to the consideration of other 
utilities. It is not here admitted that this view is correct or that it can be supported by material 
facts. Indeed, there has been from time to time a good deal of controversy upon the subject of State 
management of the railways, which are now stated authoritatively to find great difficulty in earning 3f 
per cent.-a very poor result for a monopoly-and there are other ~?re serious aspects of the case 
hereinafter appearing. 'l'he Postal Department has never had competitiOn of any kmd, so that there 
is a dearth of evidence affecting its management; but if the competition in other directions is any 
ruide to the formation of a correct judgment it is by no means certain that private management could 
~ot produce a better result. How.ever, for the pur~se of. this _submissio~ i~ will be sufficient to 
consider the application of the principle to the concerns m which pnvate trading IS usually adventured. 
'l'he greatest difficulty in the way of ~II State trading is that large Departments sooner or later ~ave 
to adopt a classification scheme for 1ts employees. All such schemes contemplate promotwn m a 
particular manner, and pra.ctically eliminate dismissals except for grave. misconduct. 'l'he result of 
this is that good men find the rate of promotion too slow ~nd are easily tem~ted ~ accept other 
employment, while, upon the other hand, the r:'t<; of yromotwn exceeds the ment of m~fficwnt men 
for whom no other employment is offered. 'l'h1s meVltably leads to the surVlval of medwcnbes and 
incapables, and reflects upon the administrative a?ility ~f. ~he whole staff. Such !owe.ring of the 
administrative capacity together with the apparent unposSibJhty of freedom from poht~eal mterference 
probably accounts in some measure for _the trading losses that appear to ?• inseparable from all 
Government trading adventures. There JS, however, a more senous menace m the creatiOn of large 
bodies of Civil servants who have apparently discovered the advantage of banding themselvee together 
in associations of various kinds, which for all practical purposes are really indistinguishable from 
trade-unions ; and these severala.'lSociations are not blind to the advantage• to be obtamcd from mutual 
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support. for the purpose of furthering some common objects such as the rates of pay or the hours of 
work. It is easy to imagine an extension of such services that would practically enable the employees 
to dictate their own terms, particularly at times when there might happen to be a slender balancing 
of political factions. There have been several instances where such attempts. have been made, and 
there can be small doubt that with a greatly increased Public Service such instances would tend to 
multiply. 

Practice.-If it could be shown that notwithstanding the above-mentioned difficulties in the way 
of State trading the outcome in public benefits justified the acceptance of risk, then the question 
would perhaps be detenuined by the measure of practical result. This, however, is very far from 
being the case, since tbe contrary is now being published in several countries. England, Canada, 
Australia, United States of America, and even New Zealand have all had to admit more or less serious 
losses in State trading, some running into many many millions ; and against this there are no instances 
recorded where gains have been made or where superior efficiency has been achieved. Statements 
are now being published that one country after another is abandoning State trading as fast as 

. possible, and frank recantations of such heresies are being bracketed with admissions that trading 
adventures are most successful and most useful to the public when they are left in private hands. 
The essential vice of all State trading seems to be the fallacious doctrine that profits may be dis
regarded in favour of a service giving certain conveniences to the public, and in pursuit of this 
entirely unsound principle the safeguards usually required in the establishment of sound business are 
seldom erected. This method of conducting a business sooner or later results in losses that have to 
be passed on to the taxpayers-a wholly unjustifiable proceeding. 

Payment of Tax.-For many years it was. contended that State trading should not be subject to 
taxation, but the palpable injustice of competition with private traders upon such terms gradually 
forced itself upon the public notice, and now the.principle that State trading should be taxed upon 
the same terms as private undertakings is generally recognized, and in most of our State trading 
departments income-tax is now payable. There are still some exceptions which it is submitted should 
be eliminated if the system of State trading is to be maintained. The State, however, still refuses 
to pay local-body rates, even in cases where it has compulsorily acquired large blocks of land for 
housing purposes upon which rates were paid by the previous owners. It is submitted that this 
manifest injustice should receive consideration. There is another very important fact connected with 
the payment of taxation by the State trading departments in that the amount of such tax when paid 
by the State concern is very much less than the amonnt that would be assessed to a private trader; 
an example of this is given to illustrate the significance of this fact. It will be seen that if the service 
is entrusted to the State Department the loss of revenue is considerable. 

COMPANY. 
£ 

1 ' 000 ' 000 Capital 
Debentures 1,000,000 at 5 per cent. 

Expenses 
£2,000,000 lent at 6 per cent produces gross 

Taxed at debenture rate of 4s. 6d. in the pound on debenturt•s 
Taxed at full graduated rate on 

STATE ADVANCES, 
Borrow £2,000,000 at 5 per cent. 
Lend £2,000,000 at 6 per oent. 

Gross profit 
Expenses 

Taxable balance, as net profit 

Company-tax : 
£50,000 at 4s. 6d. in the pound 
£60,000 at.5s. lOfd. 

State Advances tax:
£10,000 at 5s. lO~d. 

£ 
120,000 

lO,O<JO 

110,000 

50,000 
60,000 

100' 000 
120,000 

20,000 
10,000 

£10,000 

11,250 
17,600 

£28,850 

£2,933 

I have, one other note which I m~de since I prepared that paper, in further pursuit of the 
Departments. ref~sal to allow the deductiOn of taxes from the assessment. I put it in this way:-

The apphcatwn of the rule of the Tax Department in refusing to allow taxes to be deducted in 
t~e profit and ~o"': account has. anothe~ peculiar effect which is very often overlooked in weighing the 
disadvantages mmdental. to this practice. The amount that is taken from profits to pay the tax 
whether previOusly set aside as a reserve for that purpose or otherwise, being in the first case a profit', 
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is its_elf subject to . tax. So that in such case a tax is paid upon the tax. The apparent injust.ice 
of this double taxation suggests the probability that in framing the rule lll're un<l<•r criticism this 
particular result could not have been foreseen. 

I have not attempted to flood you with statistics or anything of the kind, because tho firrur<'s 
that I could have used are all in print, and this Commission ha.• access to them. But I do not know 
whether it is worth while reminding you, in regard to State trading, of th<•se stat!\ment.• tlmt have 
recently appeared :- ~ 

"The State Treasurer of New South Wales says that Australia ha.• lost £7 WO 000 in various 
State enterprises. This was one cause of the high taxation." ' ' 

"The Washington correspondent of the New York World says the sale of tho Dollar line r<•sultNl 
in a loss to the Government of 26,000,000 dollars." 

"llir. B~uce, Federal Prime 1\iinister, stated that the Commonwealth fh•••t, which cost £15,(~Kl,(KKl, 
was then estimated to be worth £4,500,000. This loss was in addition to th<• running loRs<'s, whil'h 
were as follow: To June, 1922, £1,171,569; to June, 1923, £1,626,150." 

"Up to June 30, 1920, America lost on her mercantile fleet and stores 211 millions st<•rling." 
"Canada lost on her mercantile fleet in 1922 £1,800,000." 
"Seven New Zealand coal-mining companies paid in income-tax in 1921 £146,256." 
If they had been in the hands of the State that income-tax would not have been paid. With 

regard to municipal trading, in the case of the Auckland tramways it is reported that they paid in 
mcome-tax £30,000, and in addition £20,000 in royalties to the City Council. Now, the Dominion 
loses £30,000 in taxation and the City Council £20,000 in royalties, and the fares are higher and the 
service no better, or, if any, very little better. The Christchurch Electricity Department showed a 
profit of £14,385 in 1922, and to this date they have built up a Reserve Account ("Sinking fund") 
of £49,766. None of that pays anything to the State. In 1921 the following gas companies, privately 
owned, paid in rates and taxes as follows: Auckland, £35,307; Wellington, £21,297 ; Christchurch, 
£16,944-making a total of £73,548. If those had been municipal undertakings the State would have 
lost taxation. The following expenditure out of loans is from 1913 to 1922, New Zealand municipal 
bodies: Tramways, £1,652,781 ; lighting and power services, £1,922,251 ; State coal-mines, £227,000; 
loans to Power Boards, £5,636,500 : total, £9,437,532. 

Mr. Hunt.] With regard to the land-tax, let me ask you this, though I have not really digested 
your statement: What do you think of the suggestion of abandoning the land-tax altogether and making 
the whole thing income-tax !-That is my submission. I said first of all that it was wrongly termed: 
there was a confusion of ideas when it was started. Instead of regarding it only as a revenue pro
position, they also tried to include in it a repressive measure against certain supposed abuses. My 
claim is that they were wrong there. It is obvious that they must go wrong if they do that, becau.•e 
if they wanted revenue they would ask the Com1nissioner of Taxes how he would provide it ; but they 
could not well ask him how he would repress certain supposed abuses. He would not have any views 
on that subject. 

Mr. Shirtclijfe.] Have you any view as to the advisability of placing the tax on debentures on the 
same level as the tax on any other income 1-1 cannot see any reason for differentiating between 
income derived from debentures and income derived from anything else. 1'he gist of my submission 
is that the whole of a man's net income should be merged and taxable on whatever scale is laid down, 
without differentiating in the sources of the income, except so far as it is earned or unearned. I 
think that concessions should be made there. 

Assuming that for taxation purposes debentures were placed on the same footing a.• other 
sources of income, would you consider it any breach of faith towards debenture-hclders if the alteration 
were made retrospective-to apply to past issues of debentures 1-1 shculd not encourage the pa.•sing 
of any legislation that would affect contracts already made. I regard contracts already made as 

~ possessing a certain sacred value, and it would be a breach of faith, I think, to interfere with contracts 
where they were specially made. 

In the case of the tax-free war loans there was clearly a contract 1-Yes. 
They could not be interfered with, and I am not referring to them i? any way !-:-No. 
But I am referring to local-body and. co~pany d~bentures, the Issues of whwh were made 

presumably subject to the ordinary fluctuations m taxatwn. There was no contract as between the 
Government and the issning bodies as to what the rate of tax would be, except for the year then 
current. Do you suggest that there was a co.ntract !-No, sir. In t.hose cases in which I myself _was 
concerned in the issue of debentures I spectally removed every eVldence of contract of that kind, 
because I knew that legislation might subsequ~ntl~ affect that, and I wished the person who had the 
debenture to be subject to the same class of legJslatwn, and to the same extent, as any one else. So we 
refrained, in every case in which I was concerned, from making any contract by wh1ch any person but 
the debenture-holder would pay the tax. 

Then I come back to the point, Would you consider there was any breach. of faith with that 
debenture-holder if the rate on past issues of debentures were raised. to a level. With the tax payable 
on other income 1-1 would not consider there was any breach of fa1th, for this reason : any person 
undertaking to pay, by the receipt of an income, must remember that he is. al_ways subject to fluc
tuation changes in the incidence. I have been careful to preserve that pnnctpl~ wherever I have 
been personally concerned. I may remind you .that the d!fliculty has. cropped up m anot~er way !n 
the case of wills that have been drawn specifymg the relief of certam persons from paymg certam 
taxes, such as the old property-tax; but I think it has been held that that did not "\'l'ly.when taxation 
was changed and land and income tax came in; that was not covered. The benefictanes had to face 
that difficulty. 

26-B. 5. 
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Mr. Begg.] I gather that you think the distinction between earned and unearned income should 
be maintained 1-Yes. That is very important. 

You think that is an important matter 1-Yes; because there are some people who wholly or in 
part derive their incomes from investment,_ and they do n?~ contribute to the necessities of the com
munity. I do not think they ought to be m the same pos1tion as a person who works. 

Take the case of a man who is living on his income derived as a result of his past savings. He 
has, under our classification, an unearned income. He did not inherit it or get it by gift, but he worked 
for it all 1-Yes. I am afraid I could not advocate carrying the exemption to those cases, because 
in that case although the man may, for the time being, be enjoying the receipts of his past exertions, 
we ought to remember that he has become a man of another class. Before a man retires from a 
business he would put aside a certain sum which he considered necessary to provide for certain 
changes. He has become a man of another class. A man who sits down and enjoys the advantages 
of other people's labour becomes a man of another class, and the moment he steps from one class to 
another he should become subject to the taxation of that class. 

In the case of an inheritance, do you not think that that advantage is discounted for in advance 
by death and succession duties 1 In the case of one who lives on the income from an inheritance, has 
his advantage not been already discounted by the payment of death and succession duties before he 
got the inheritance 1-No ; I think that is a different question altogether. The payment of death 
and succession duties is a disability that applies to the possession of all wealth that is transmissible, 
and sooner or later, inasmuch as every one must die, every one must face the imposition of that impost. 
You cannot carry that into the discussion of the possession of money from an estate. 

You favour the differentiation between earned and unearned income 1-Yes, sir. My sub· 
mission is that a man who is working is the more useful member of the community, and should get 
whatever advantages are attached to that position. 

Mr. Shirtcliffe.] With regard to debentures, assuming that the tax on debentures was raised to 
correspond with the tax on other incomes, would you apply that to local-body debentures 1-Yes, sir. 

You see no reason why they should be specially treated in connection with local bodies 1-I 
cannot see the smallest reason. If a local body has to enter the market to borrow capital, the security 
for which is its rates, whatever service is produced for the money so borrowed should be of the same 
value as services produced as the result of money raised in any other way. A municipality should 
not be placed in any better position than any other body. 

You agree that local bodies coming on to the local market for large sums of money are taking that 
money from the ordinary commercial channels of employment of money ; there is so-much less money 
left available for assisting the primary industries of the country 1-In a large view, yes; but as most 
municipalities try to borrow in a larger market than is here available-abroad, where money is more 
plentiful and available at a wwer rate-as far as it effects the local market, there is no doubt that 
the local body is in competition with other borrowers, and I am distinctly against a municipality being 
able to compete unfairly with private traders. 

Large blocks of money have been floated by local bodies in New Zealand !-Yes, they have. 
And to that extent they have depleted the market of money in New Zealand that would have 

been available for assisting private industries 1-I have no doubt that that is a fact, and that money 
is now dearer partly as a consequence of that. 

EDWARD CoLLINS JACK, Secretary of the New Zealand Forestry League (Incorporated), examined. 

. The C~ai~n.] Yo": have p_repared a m~morandpm, Mr. Jack, setting out the views of your League 
Ill connection With taxation ; Will you read 1t to us, please 1-Yes, my statement is as follows :-

Tax alien of Plantations. 
I am asked by the New Zealand Forestry League to present to the Commission the views of 

the League on the subject of the taxation of lands devoted to the growing of trees for shelter for 
ornamental and utility purposes. In 1912 the Valuation of Land Act was amended to provide fo; the 
exe~ption of plantations, but the alteration did ~ot go far enou~h. As a matter of fact, any benefit 
received was far more than counterbalanced by mcreased valuations, and whilst it can be said that 
such plantations are exempted, the faet remains that there has been no reduction in the taxation 
pai~ o':' sueh lands. I~ our opinion, th_e~e was !;ft in ~,he ;\c~ a clause .. whic~ went a long way towards 
nullifym,f? any benefit I';' that the definitio':' of land still mcluded all timber growing or standing 
thereon. In the proV1so the clause was mtended to exempt such reservations and plantations but 
has been interpreted to mean plantations only of nati,ve or exotic trees, and to exclude indig~nous 
stands of timber. I would li~e to. say he~e that in 1912, _when th~ Act was amended, I was secretary 
to the New Zealand Farmers. Umon, w_hich too~ an active pa~ m the representations made to get 
the Govern"":ent to take th1s matter mto eons1~erat~on. It IS my belief that at that time the 
Gov~rnment mtended ~ comple~ly exempt groWing timber from taxation. When the proviso was 
put m the clause defining land 1t was made to read that native bush or trees planted should b 
exempt, but in the definition the words " all timber growing thereon " were left so that the idea e 
largely nullified. ~ understand tha~ since then a decision has been given to' the effect that t~:: 
proV1so meant nativ~ trees or exotiCs pla?ted. Therefore it nullified to a large extent what we 
tho_ug~t we were getting and what we ~ons1dered the ~overnment intended at that time. What we 
desue IS to see proper encouragement giVen to the settmg-aside of areas of land for the product· f 
timber, and if in the meantime the trees are used a& shelter-belts, ornamental belts, or ~~~~efy 
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reserved for their prosp.ective :value as fencing-posts, rails, sleepers, or building-timber, we consider 
1t absolutely necessary m t.he mterests of the Dominion t.hat there should be no tax collected until 
the timber ~s used or sold and the profit is secured. We are not here to ask for any reduction of the 
revenue denwd annually fr?m taxatwn, but to urge that the taxes should fall equitably on the tax
payers. We submit that 1t IS unreasonable to expect landowners to set aside areas of land for periods 
of twenty-five to thirty-five ye~rs without an annual return, and to expect them to pay a tax on the 
land equal to that on la!id wh1ch produces an annual income. The principle of taxation should be 
to extract f~r ~dmirristrative J?Urposes a portion of the revenue earned during the year of assessment, 
and though 1t IS true that the mcrement m the growth of the trees is calculable and is realizable in the 
event of a sale, it is of no benefit to the owner of the property until it is harvested. Any benefit he 
may der1ve by way of shelter or ornament is well paid for in the taxation levied on the farm as a whole. 
The effect of the present method of valuing reservations and plantation lands is detrimental to the 
interests of the Domirrion and is. resulting in farmers destroying native bush and exotic plantations 
and detemng landowners from either conservmg areas of forest or planting fresh ones. W ben it is 
considered that the landowner has .probably.paid £10 to £15 per acre and the unimproved value is 
poss1bly £8 to £10, every acre set as1de for this purpose means that he is deferring an income of about 
lOs. per acre per annum for twenty-five to thirty-five years. This alone is a serious obstacle to 
extensive planting or reservation, and we submit should not be added to by a tax. Further, the tax 
on such lands does not stand alone, but increases the taxation on all other land used in the production 
of the owner's annual income. Assuming a man to own 525 acres of sheep-country valued at £12 
unimproved value and he desires to set aside 25 acres of standing bush or to plant 25 acres with 
exotics. He is taxed on £6,300 at the rate of lj,fud., or £33 4s., where!!.• if the planted or reserved 
land were free he would be taxed on £6,000, or lf11d., or £31 5s., equivalent to an additional tax of 
1 !d. in the pound on the 25 acres. 

It is said that taxation of plantation lands is based on grazing-land value only, but grazing-land 
may be valued from £3 to £30 per acre, and we have yet to learn that valuers make any distinction 
between planted and unplanted lands except for arriving at the value of improvements. We would 
remind. the Commission that the income-tax payer under a £400 income is exempted to the amount of 
£300. As this means approximately 6! per cent. on £6,300-and a landowner does not make that 
percentage on the average-it should follow that he, too, should have exemption up to at least £4,500 
urrimproved value. We would also stress the fact that the value of land in plantations is heavily 
affected by the erroneously termed " urrimproved " values. Improvements to be deductible must 
be visible, therefore every improvement as it disappears from view is added to the unimproved value, 
and as plantation land in nearly every case adjoins such land its unimproved value correspondingly 
increases, so that the taxation on land, the revenue from which is deferred for twenty-five to thirty
five years, becomes an almost unbearable burden on the owner. The remedy we suggest iK to defer 
taxation till the crop is harvested, and to levy a tax in the form of a small royalty on the milled or 
extracted timber. A royalty of 3d. per hundred feet would produce a tax of £3 ll'is., assuming a growth 
of 30,000 superficial feet per acre. This, when the timber is sold, would not be oppressive and would 
return the Government a substantial tax revenue. We would suggest that the exemption should apply 
to any area up to a value of £15 per acre. Tlus value is put in simply with the idea of keeping it 
down to grazing-land. Many lands would be more highly valued, but it is not desirable to keep high
valued lands to be maintained in forest. There are in New Zealand some 50,000 acres of private 
plantations, excluding native-owned lands. The Selywn P~antation Reserve contains about 15,000 
acres, and this being a public body no taxatiOn. IS payable m respect to these la~ds .. In support .of 
our contention, let me quote the recommendatiOn of the Director of Forestry m th1s regard, vtde 
Report, 1920, parliamentary paper C.-3.A :- . . . . 

" It is recommended by your adVIser that a thorough and exhaust1ve mvest1gat10n be made as 
soon as possible by the Forest Service into the incide.nce and burden of ta:cati?n on forests an~ !ore~t 
lands and that a uniform system of State-forest taxatwn be adopted by le!,'ISlation, a system whwh Will 
ensur~ the best use of the land and will be uniformly applied throughout the Domirrion. The 
taxation measure should adopt the principle of a deferred-yield tax on the growing forest stand, and, 
if expedient,· a surtax on forest lands. not protected or managed in accord with sound forestry 
principles as expressed in the regulatwns and standards set by the State Fo~st Se~vwe. An 
equitable forest-taxation law as has been suggested should o.vercom.e those Kenous obje~bons so 
often expressed by private owners-i.e., that p~esent taxation !mposJbons are so heavy, unjust,. and 
so out of proportion to the incidence of .public burdens on other forms of pro~erty that pnv~te 
forestry is impossible. A measure of thiS kind .should go a ~ong way to making poss~ble ~~e succeRsJve 
growing of trees and the practice of conservative explmtat10n by earnest and public-spmted Citizens 
and companies." 

And again in 1922, parliamentary paper C.-3, be wrote.:- . . 
" Forest Taxation.-A most senous bar to the plantmg and operatiOn of pnvate fore•try and 

tree farms is the incidence of taxation on forest lands and plantations. A scientific method of 
taxation whereby the major burden comes at the culmina~on of the crop will stimulate to full~r 
participation by the public in this profitable busmess. of gr?WJ~g trees for profit, s~elter, and dome~tw 
use. You are advised, sir, to authorize a thorough mvestlgahon of the matter With the presentatiOn 
of a plan of equit.able forest taxation." . . . 

I would like to add here, sir, that the State Forest S~rVJce ba~e made a statement m one of their 
ublications that the requirements of New Zealand timber will be about 1,000,000,000 ft. per 

~nnum. They expect the private owners to .produce 20 per cent. of that, so. that you can see the 
extreme necessity for encouragement bemg g~ven to extend the area of plantmg. At present there 
is only 50,000 acres planted, which will require to be extended to 150,000 or 200,000 acres. I would 
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mention that the Right Hon. W. F . .Massey, in reply to a deputation from the League, expressed the 
view that " It was imperative that propaganda should be undertaken to urge farmers and landowners 
to carry out plantation work in the interest of the timber requirements of the Dominion." Undoubt
edly, a few enthusiasts may set aside considerable areas, bu! t~e average landowner Is n~t philan
thropically inclined, and will oul~ do ~o if_ he sees a pr~fit mIt. The nsks from fire, wmds, and 
climate are heavy, and the owner IS eas1ly dissuaded from mcurnng the loss of revenue from the land, 
plus the cost of planting and plus the taxation. It not infrequently happen"' that a small immediate 
benefit is a stronaer incentive than a large but'distant profit, and on this ground alone the exemption 
asked for shoull be granted, especially as it· would not mean loss to the Govemment-in fact, the 
ultimate gain would be to its advantage. No one, or at least very few, object to pay taxation on an 
actual income, and the suggested royalty would not unduly oppress any one, whereas the present 
method of taxation is a hardship and a serious deterrent to the extension of private effort in tree
planting or the reservation of native forests. 

To sum up:-
(1.) We ask that all lands devoted to the growth of trees not exceeding £15 unimproved 

value per acre be exempted from taxation, both national and local. 
(2.) That the definition of land in the Valuation of Land Act be amended by the deletion 

of the words" all timber . . . growing thereon." 
(3.) That the proviso to the definition of " land " in the Valuation of Land Act be amended 

to read, " Provided that reserves of native bush or plantations of indigenous and/or 
exotic trees," &c. 

(4.) That taxation on land devoted to the growing of trees on any area not exceeding 
an unimproved value of £15 per acre be deferred till the timber is used or sold, and 
that a royalty not exceeding 3d. per 100 superficial feet be then paid by the owner. 

We commend these views to the favourable consideration of your Commission. 

llfr. Begg.] You do not suggest, do you, that plantations, it sold, should pay a tax when they 
change hands, but only when the timber is millable 1-No, I do not suggest that they should pay tax 
when sold, tor the simple reason that on the sale of such a property the buyer would naturally consider 

. the fact that he would have to pay tax when the timber was reaped, and consequently his price would 
be so-much less, and there would be no loss to the Government in that they would get the tax when 
the crop was harvested. 

How do you arrive at the figure of 3d. per 100 superficial feet as being fair ?-Approximately, 
by taking what would be the present tax over the period, at compound interest. 

You have worked that out, and it comes to 3d. per 100 superficial feet 1-Yes. It would depend, 
of course, a good deal upon the growth, but 3d. per 100 superficial feet would not be far out. 

It would come to about the same as the land-tax to-day, so that all that you are asking for is that 
it be deferred till the harvesting of the crop !-Yes. 

WILLIAM DRUMMOND STEWART, Superintendent in New Zealand for .Messrs. Dalgety and Co. 
(Limited), examined. 

The Chairman.] You have written a letter to us on behalf of your company on the subject of 
taxation; will you read it please, Mr. Stewart 1-·Yes. My statement is as follows:-

As the chief executive officer in New Zealand for a British company whose ramifications extend 
al~ over Australia and New Zealand I wish to refer principally to the question of double income-tax 
IVlthin the E~pire. The disability under which companies such as mine operate by reason of our 
New Zealand mcome being subjected to tax by both the British and New Zealand Governments was 
fully submitted to the Taxation Committee which inquired into the incidence of taxation in 1922 
and was dealt with as follows in that Committee's report :- ' 

"The question of dual taxation on British companies operating in New Zealand was considered. 
N~w Z~aland is, and will be for many years to come, in the development stage, and the Committee 
thmks 1t most desrrable that outside capital, and particularly British capital, should be attracted and 
not discouraged .. The Committee was informed that a satisfactory arrangement had been arrived at 
between the Bntlsh ~nd ~ustralian authorities with regard to the taxation of British capital inwsted 
111 ;Australia .. The Uomuuttee. has been unable to learn exactly what this arrangement is, but feel 
sa~l~fie<l th:<t 1t Is not m the mterests of New Zealand to permit conditions tor the investment of 
Bnt~sh cap1talm New ~ealand to be less favourable than in .Australia. The following resolution was 
earned. unammously: That the question of dual taxation be further considered with the British 
authont1es, and ~rrangementa made that will result in British capital invested in New Zealand being 
placed~~ a fOSltwn at least as favour~ble as in Australia, provided that such arrangement does not 
put Bntish mvestors on a better footmg than New Zealand investors.' " 

Although two years have elapsed since the above recommendation was made to the Government 
we ~ave hea~d of' no arrangement bein!l. made in the direction of affording the relief suggested. 
~artml reli,ef IS already granted by the Bnt1sh authont1es, so tar as double income-tax between Britain 
ahnd RNewlZCealan~ IS concerned, which. was the outeome of the following recommendation made by 
t e oya omnusswn on mcome-tax m Great Britain in 1920 ·-

·: Fil:stly, that in re~pect of. income taxed both in the United Kingdom and in a Dominion, in 
su~st1tutl?n for the eXlstmg part1al ~eliefs there should be deducted from the appropriate rate of the 
Umted ~ngdom mcome-tax (mcluding sul'er-tax) the whole of the rate of the Dominion income-tax 
charged m respect of the same mcome, subJect to the limitation that in no case should the maximum 



W. D. STEWART.) 205 B.-5. 

r~te of reliefs given by th.e Unite.d Ki.ngdom exceed one-half of the United Kingdom income-tax 
(mclndmg super:tax) to which the mdiV!dual payer nught be liable; and, secondly, that nny further 
rehef necessary m order to confer on the taxpayer the relief amounting in all to the lower of the two 
taxes (United Kingdom and Dominion) should be given by the Dominion concerned." 

The present position is that British companies, who have rendered valuable service to the 
Dominion by providing a large amount of capital utilized in tl1e development of the country, ar<' 
placed in a disadvantageous position by having to pay 2s. 9d. in the pound more income-tux (at 
maximum rate) than purely New Zealand companies by reason of the taxes lcvit•d in Great Britain 
(including corporation-tax) and New Zealand. I would also point out that the rdief now granted by 
the Commonwealth of Australia, under section 18 of the Income-tax Assessment Act, HJ22 {No. 37), 
practically means the elimination of double taxation as between the United Kingdom and Austrulia, 
as an amount equivalent to the lower of the two rates is rebated, partly by the Commonwealth nnd 
partly by the British Government. The existence of a reciprocal arrangement between Australia 
and Great Britain, and the absence ol a similar arrangement between New Zealand and the Mother
country, as pointed out by the Taxation Committee in 1922, must have the effect of placing New 
Zealand at a serious disadvantage (as compared with Australia) in the eyes of the British investors. 
The existing position in the case of investors whose incomes arc subjeet to the maximum rak•s in 
Great Britain, and also in Australia or New Zealand, appears to be that as between Australia and 
Great Britain the maximum combined rate amounts to 4s. 6d. in the po1md (plus 6d. in the ponnd 
corporation-tax), whereas between New Zealand and Great Britain the rate is l:ls. ld. in the pound, 
plus corporation-tax-i.e., lOs. 4d. in the pound, less 2s. 3d. in the pound relief granted by the 
United Kingdom. 

Contrilmtions to Pension Fuw/8.-Under section 82 d the Land and Income Tax Act, 1g23, the 
Commissioner of Taxes may allow a deduction of any amount set aside or paid by the employer as 
or to a fund to provide individual personal benefits, pensions, or retiring-allowances to employees of 
that employer, provided that the Commissioner is satisfied that the fund has been established or the 
payment made in such a manner that the right.• of the employees to receive the benefits, pensions, or 
retiring-allowances have been fully secured. My company has established two funds to provide pensions 
for its employees-(a.) a Staff Pension Fund, which covers the company's staff who have joined the 
service since the 1st January, 1915. Each member contributes to the fund on a percentage basis, 
the company subsidizing the fund to an amount equivalent to the members' contributions. In this 
case the Commission allows the company's contributions as a deduction for income-tax purposes. 
(b.) a Staff Provident Fund. This fund has been in existence for over t.wenty yeal'l!, nnd has been 
entirely built up by the company it.•elf, by annual allocations, which still contimw, and it now stands 
at £165,000. This fund is reserved to provide pensions for members of the staff who joined the 
service prior to the 1st January, 1915, .and they are not called on for any contributions. 'l'he fund 
is invested in the business and is credited with interest at 5 per cent. The Commissioner, however, 
cannot see his way to grant as a deduction from our New 7.ealand income a proportion of the cont•·i
butions made to this fund by the company. He has stated that he is not satisfied thut the rights of 
the employees to receive pensions are fully secured ; but tllis, in my opinion, is an altogether too 
strict interpretation of section 82, and I might here mention that the Commonwealth authorities 
allow the deduction from our Australian income. There are a number of former members of the staff 
at present in receipt of pensions from this fund, and othel'l! will receive them when their time comes 
for retiring. If the Commissioner is not prepared to grant us the relief under the existing law, I feel 
that some amendment of the section should be made whereby bonafide contributions to a fund, such 
as above will be allowed as deductions, or, as an alternative, provision made in the Act for the right 
to deduct from the employer's assessable income the actual amounts paid out as pensions. Although 
I have quoted the case of my own company I am submitting this evidence, also, in the hope thnt it 
may be of some assistance to other employers similarly situated. I feel that it should be the aim of 
the Government to afford .every inducement and encouragement to employers to make provision for 
their employees in their declining years, and contend that all payments legitimntely made for their 
benefit should be immune from taxation. 

Land-tax on Business Sites.-It is generally recognized that the principle of graduated land-tax 
was introduced for the specific purpose of forcing the subdivision of large country properties, but 
tlus principle should not apply to lands used fo~ business purposes in the towns and cities, whi?h are 
also subjected to high rates levied by local bodies. A reaso~able flat. r~te would be more eqmtable, 
for there appears to be no cogent reason why land-tax on mty properties should he graduated any 
more than local rates. 

Mr. Weston.] You suggest that yo_u should ta~e. the maximum rate of tax payabl~ in New 
Zealand and divide it by two one-half gomg to the Bnbsh Government and the other half gomg to the 
New Zealand Government 1--'-I am not content with that. 

Tile Ckairman.] What arrangement is ma~e be.tween the British .Government and the Common
wealth Government !-It is virtually set out m this letter. It Is adJusted generally upon the scale 
that the company should only be subjected to the higher of the two taxes. An adjustment hilS to be 
made. . . . 

How is it adjusted as between the Commonwealth and Great Br1tam _! How does It w?rk ~ut 
in practice !-It would be rather difficult to say. There are varymg rates m Austraha, the Vwtonan 
rate, the New South Wales rate, and so on. Assuming that the maximum Australian rate was 4s. 6d., 
the Home Government would rebate 2s. 3d. 

Mr. Clark: It goes to the shareholder. 
Witness: No ; Dalgety and Co. receive this 2s .. 3d. 
Mr. Clark: The British authorities would renut 2s. ~d., and any further rebate the company 

wished to obtain would have to he obtained from the Coloma! Government. 
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Mr. D. M. Mol'gan (Chief Inspector, New Zealand Loan and Mercantile Agency, Limited) : I 
have a pamphlet here which gives a number of examples. It works out the state and Commonwealth 
taxation and the adjustments. [Pamphlet put in.] · 

Mr. Begg.] Then, Australia does make some sacrifice to meet the conditions of companies trading 
in the Commonwealth which pay income-tax in Great Britain !-(Witness) Yes ; if the rate in 
Australia was as high as in New Zealand it would require to do so, but the rates in Australia are very 
much lower. .As far as I have been able to follow it, the combined Commonwealth and State tax 
(Victorian) is 2s. in the pound. As far as New South Wales is concerned, the Commonwealth tax is 
Is. and the State tax is 2s. 6d., making a total of 3s. 6d. in the pound. 

So that the 2s. 3d. which you would possibly get as a rebate from the British Government is 
more than Australia actually claims in the way of tax, so that they do not make any sacrifice there !
That is so. 

Mr. Clark: They would ouly get the amount of the Dominion tax. 
Mr. Morgan: The higher tax in either place would be the maximum tax. 
Witness: I have here a statement made by Sir Joseph Cook, High Commissioner for the Common

wealth. It is dated the Ist February, I922. He is reported to have stated, " I am glad that the 
double impost has been at last destroyed. It never could be defended, and has been finally relegated 
to the limbo of worn-out and forgotten things." He goes on to say, "Broadly speaking, the effect 
of the arrangement is that where the British tax is greater than the Commonwealth and State taxes 
combined the taxpayer will pay in the aggregate only the British tax, but where the combined 
Australian rates exceed the British rates he will pay only the combined Australian rate. The higher 
rate will always be charged, and the lower tax will be rebated." . 

Mr. Begg.] Supposing New Zealand were willing to do what Britain has done, it would still 
leave you to find the 4s. 6d. 1-Yes. 

Mr. Shirtcliffe: Could Mr. Clark tell us whether any action was taken on that resolution which 
was passed by the Taxation Committee of I922 1 

Mr. Clark: No, there was nothing done. I might explain that the British authorities were 
asked by the Taxation Committee to enact the same provision that we have in section 89 of our Act, 
and that the income should be assessed at its source, but they could not see their way to do it. We 
have had that provision since I916, that income derived in the United Kingdom or a British dominion 
should pay tax at its source and not pay again. The Committee asked that that provision should be 
put into the British Act, instead of which the present provisions were enacted. 

Mr. Shirtcliffe.] That suggested arrangement would be very much more in favour of ourselves 
than of Great Britain. We do not invest a great deal of money in England, whereas there is 
a great deal of British money invested here. So that we could hardly expect them to look at it as 
favourably as we do !-(Witness) That is so ; for every shilling of our money invested in England 
there is a pound of English money invested here. 

Still it is surprising that some provision has not been made to get New Zealand placed in as good 
a position as Australia !-Efforts have been made in that direction. The matter was placed before 
the Taxation Committee of I922, and, in addition, other steps were taken. When the Prime 
Minister was in London in August, 192I, a deputation from the New Zealand and Australian Agents' 
Association waited upon him, and at his request furnished a memorandum stating their case in detaiL 
Then in October, 1922, representatives of the stock and station companies interviewed Sir Francis 
Bell in London on the same subject, when Sir Francis promised to lay their views before the Prime 
Minister and the other members of the Government on his return to New Zealand. So that the 
matter has been followed up. 

You have heard nothing pursuant to. that !-We have had no official advice. 
Mr. Clark: The loss ~f tax involved was regarded as too great: it would be £350,000. 
Wuness: We are qmte a young country, capable of a great deal of further development in 

respect of primary products and industries, and if we shut the door to British money this country is 
n?t going to develop as it should, and as far as taxation is concerned I think one has got to take a broad 
VIe."': of these ~atters. Of course, I can see that any shortage which might result in meeting the 
Bntish compames must be made up. It would be forthcoming by reason of the influx of British 
capital if it were not subject to those heavy taxation conditions. 

Mr. Weston.] Your trouble would be mainly with the bank; any remissions we gave would 
affect the National Bank, which has its headquarters in London the Union Bank and the Bank of 
Australasia 1-Yes. ' ' 

Mr. Clark: In many cases it is not the company that is concerned, but the shareholders in the 
company. I have. to supply certificates to people who have shares in the companies, to the effect 
that _the .~mpany m whicb they have shares has paid a certain rate of income-tax and has paid a 
certam diVIdend ; these certificates are produced to the English authorities to claim their rebates. 

Mr. Clark (to witness): You pay your dividends free of income-tax !-(Witness) Yes. 
Mr. Clark: Others do not. -0 

Wttness: The amo_unt invo~ved is. very little, and it is hardly worth chasing. They get the 
rebates, but _onl:r on the1r shares m Br1t1sh companies. 

Mr. _Sh.rtcliffe.] In reference to the Staff Provident Fund, would it meet the caM suf!icient'y if 
a deduction were allowed for bona fide pensions actually paid 1-Yes. 

You would be satisfied with that !-Yes. 
The Chairman : What is the reason for not allowing that, Mr. Clark 1 
Mr. Clark: It does ~ot com~ \vit~in the scope of this provision. It is quite gratuitous on the 

part of the company to g~ve pensiOns m that case. The employee has no claim on that particular 
fund. 



W. D. STEWART.] 207 B.-5. 

The Chairman : That is the reason why you do not allow any derluct.ion m respect of the 
payments! 

Mr. Clark: Yes. 
M~. Shirtcliffe: That is only because it is not covered by the Act. 
Jf•tness.:_ I would ~uggest ~hat the matter be considered, because I look upon it as inequitable 

tha~, m additiOn ~ paymg pensions to our employees, the amount of the pensions we pay should \){> 
subJected to taxat10n. We would be prepared to accept as a deduction from our assessable income 
the actual amount we pay in pensions. 

Mr. Shirtcliffe: I suppose there would be no possibility of evasion there, would there 1 
Mr. Clark: Not as far as I can see. 
Mr. Begg : If a private individual gives a pension to an old and valued nursr, you would not take 

it into consideration, !'vir. Clark ! 
Mr. Clark: No. It is treated as a gift. It is the same anywhere else. In all other count1ies 

where income-tax is assessed the same thing applies; such a payment is treated as a gift. 
. Mr. ShirtcliJJ.e: What sort of evidence would you require that these W<lre bona fide pensions 1 

S1mply a declaratiOn by the company ! · 
Mr. Clark : Yes. 
Witness: You could get the individual receipts. We could get reet1ipts in duplicate. 
Mr. Begg.--Have the employees any rights to these pensions at all ! 
Mr. Clark: Not with this fund. 
Witness: It is at the discretion of the Board. If in any year the prnsion wa.' not paid we would 

not be able to produce the voucher to claim the deduction. 
Mr. Clark: As it stands at present, the company might cancel that fund altog<•ther at any time 

it chose ; or if it got into difficulties it might have to use the money. 
Witne..•s: I speak not only for my own company, but it appears to me that ewrything possible 

should be done to encourage these staff pension and superannuation funds, and that is our reason for 
bringing this up. The deduction is allowed to us in Australia, where the Act is word for word the 
same as in New· Zealand, and still we are refused the deduction in New Zealand. 

Mr. Clark: Is there not sufficient encouragement in the Act as it stands at present for the 
creation of any pension fund ! They are comparatively new with most employers. 

Mr. Shirtcliffe: There is a distinction between these two funds. One is a Staff Pen.ion Fund, 
which applies only to men who have joined the service of the company since 1915. 'fho other was 
established prior to that and applies to men who joined the company's service prior to that year. 

Mr. Clark: The company might meet the difficulty by throwing the old fund into the new one. 
It is quite easy to alt.er the constitution of the fund. It would then come within the provisions of 
the Act. 

Mr. Weston: Would you be content with this: supposing there was a contractual relation•hip 
established between the employees who joined prior to 1915 and the company so that tlwy could 
sue 1 Your objection is purely that there is no contractual relation ! 

Mr. Clark: That is so. 
Mr. Weston: You would not want them to set aside the investments, or anything of that sort 

so long as there was a definite undertaking between the company and all employe<•s who joined prior 
to 1915 that the money would be paid! 

Mr. Clark: That is so. 
Mr. Weston: As it is, Mr. Stewart, I take it that your Board ha.• a discretion as to whom it will 

grant pensions to 1-Yes. 
And there is no definite scheme laid down by which a man could say, " I come within that" 1-

lt is quite correct to say that the granting of every pension has to be confirmed by the Board, and 
it is also correct to sav that it has never been refused. This fund is exactly on the same scale as the 
Staff Pension Fund. • 

Mr. Shirtcliffe: But the Staff Pension Fund has practically to be allocated, has it not, to the 
individual beneficiaries ! 

Mr. Clark: Yes. 
Witness : Yes, a portion of it. , 
Mr. Shirtcliffe: The employees' contributions and the company's contribution• have to be credited 

to each man! 
Mr. Clark: Yes, and it must be quite clear--
Witnf!SS: No; they are not credited to each ~an. . . 
JILr. Shirtcliffe: Do you keep your Staff PensiOn Fund m one sum 1-(Wltness) Yes. 
Mr. Hunt.] What are the gmunds that constitute a claim to a pension under this fund !-Any 

emp~oyee of the company can retire optionally at the age of sixty or over, when he i• entitled to a 
pensiOn. 

Mr. Clark.] Is that the old fund !-~es. It applies t:" the n~w fund too. . 
Mr. Hunt.] Is he entitled to the pens10n-.!-He IS entitled to 1t from the Staff Penswn Fun~. He 

has to have it confirmed from Head Office mth respect to the old fund. The questiOn of vesting the 
old fund in trustees was brought up. I took it up with my company in London but the objection 
was that they considered it to be in the interests of the fund and the beneficiaries that this should 
not be done. The money at the present time is invested in the company's busineRS and is credited , 
with 5 per cent. per annum. If that money were vested in trustees we could not do so well for the 
~d. . 

Could it not still remain invested !-Not it it were vested m trustees. If the fund were vested 
in trustees, the trustees would not have power to invest the money in the company. 
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The Chairman: You could create a trust and authorize the trustees to invest the money in the 
funds of the company. 

Witness: Evidently that is not the view that is entertained by my general manager in London. 
[Witness read from a letter an extract which he requested should not be made public.] That is his 
view. 

The Chairman.] That was not written after consultation with your solicitor, wa.• it 1-I think 
so. I could not say for certain. 

Mr. Shirtcliffe: I think there is a way out for you. I should like to have a chat with you 
about it. 

Witness: I should be pleased. One of my reasons for bringing this matter up was that it might 
possibly prove to he of interest to other companies. 

Mr. Weston: How many English companies are there operating in New Zealand, Mr. Clark 1 
Have you any idea 1 

Mr. Clark: No, I could not tell you offhand. Probably there are fihy or sixty-fully that 
number. 

Witness: The only other point that I wish to refer to has been, I observe from the newspaper 
reports, before the Commission already. I mention it in the last paragraph of my memorandum
namely, the land-tax on business sites. It is rather a hardship. A number of similar concerns to 
my own have numerous small areas throughout New Zealand which they have acquired for building
sites. For the purposes of taxation the unimproved values are combined in one total, with the 
result that the maximum rate of 7 g'!,d. is levied on even the smallest area, including lease 
holds, and it means a heavy impost. If we required for the convenience of our clients a small section 
in Taihape or Ngaruawahia or anywhere else and acquired an acre or a rood of land we should be 
assessed on the maximum scale of graduated land-tax obtaining in New Zealand. I do not think the 
graduated tax was ever intended to apply to business premises. 

Mr. Shirtcliffe.] You have not offered any evidence, Mr. Stewart, with reference to the land-tax 
itself 1-No. 

Would you care to let us have your views as to the wisdom of continuing the land-tax on a 
graduated scale, or a flat rate, or abolishing it altogether 1-It is supposed to affect farming interests 
more than town interests ; but that is hardly the case, because I think there i• probably two-fifths 
of the land-tax contributed by town and city dwellers as compared with about three-fifths by the 
country. 

Mr. Clark: About six-thirteenths comes from the towns. 
Witness: That is very nearly one-half; but for some reason or other throughout the cc.untry 

there seems to be an impression that our country friends are paying all the land-tax. That is not 
the case, according to Mr. Clark's figures. They are paying about one-half. So far as the farmer 
is concerned, my opinion is that if it is possible to grant the farmer relief, he will receive a greater 
measure of relief by a reduction in the land-tax than by exemption from income-tax, for the reason 
that. I do not think that more then 15 per cent .. of the farmers of New Zealand paid income-tax. 

Mr. Shirtcliffe.] What would you say if we suggested that the land-tax be abolished and that 
a graduated income-tax be imposed in lieu of it 1-Pemonally, it would not appeal to me. I do not 
see why the land-tax should he abolished altogether; but I think that a reduction in the land-tax, 
if it could be made, would benefit the farmer more than exemption from income-tax. 

You would not suggest both taxes-a reduced land-tax plus an income-tax 1-Yes, I think that 
that would be fairer to the great majority of the farmers. 

Would they not be paying double taxation then 1-That is what we are all paying. 
Are we 1-Business people are paying both, are they not 1 
It applies to business people who own land, of course. Do you think the land-tax can be said 

to retard the development of the country districts 1-Yes, I think it does. I think that but for the 
land-tax more people would be inclined to take up land. 

Would there not be this advantage in the substitution of the income-tax: that a farmer or 
wool-grower would only pay tax when he made an i11come, whereas under the land-tax he has to pay 
whether he makes an income or not !-Yes, that is perfectly true . 

. The Chairman.] Are there any other points you wish to mention !-There is one point which 
did not .occur to me ~ut whirh I shoui.d ~ke .to take the opportunity of mentioning. I have noticed 
that while the ComiDISSIOn has been Sitting m the other centres a good deal has been said about the 
passing-on of charges, and I do not think the public generally are aware to what a small extent in 
very many b~nesses. there has been any of this passing-on done. I got a few figures prepared in 
my offic~, which I tl_llnk I can ask Y<_>n to accept as correct. I was making a comparison between 
charges m pr~-war t1mes and to-day m connection With a portion of our business-that is the sales 
of wool and live-stock-and I found that, taking wool in the first instance, the commissi~n that a 
~tock and station co~pany charges f?r the sale has not been increased since pre-war times. What 
1s known as the rece1V1n!l' rate-that 1s, the handling charge-for which outside casual labour has to 
be .employed, has been .mcreased from ld. per pound to !d. per pound, less 10 per cent. That is 
~ntuely to cover the !llgher cost of lab~ur, but it. does not pr~vide in any respect for the higher 
mcome-tax ~nd the higher ~st of. runmng all busmess. That IS the only little increase that has 
been made m New Zealand m selling wool, and that works out at 3s 4d per bale on a 
b · h o_ 1 d · · n average 
. ale, or, m ot er wor=, at 1 , . per pound. As far as wool is concerned, therefore, I do not think 
1t ca':' be held tha~ the charges have been passed on. As to sales of live-stock, I have a table here 
shoWing the rates m the Manawatu and west-coast districts which sho\v that 1·n a[ t 

h b . . . • mos every case 
ther~ as een no mcrease m the se':Jing-rate of commission. There has been an increase under two 
headings from 31 to 4 per cent., and m another case from 2! to 3 per cent. ; but in the great majority 
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of case~ there has been no increase whatever. There has also heea no increase in the commission charges 
for ~elhng land. They ar~ still at pre-war rates. In those departments of business which stock and 
station agents a~e comluctmg there has been very little passing-on of charges indeed. 

~r. Sht~tcliffe.] Can you say, then, that the tax has been paid out of Y:our normal margin of 
profit .-N~ , I ':'ould hardly go so far as that. I tlunk the tax has been pa1d very largely out of 
the economies whiCh we have been forced to effect. 

Mr. Begg.] Th~ugh the ra~ has not inc_reased, or ha~ increased only to a slight extent, the 
average actual receipt from a giVen_ sale ha~ mcreased considerably, has it not, owing to the higher 
average pnce all along 1-That apphes to this last year. Three years ago our average prices of wool 
and stock were lower than in pre-war times. 

The average ]Jrice of stock ~nd wool since 1915 would be very considerably above a similar period 
preVIously, would It not 1-Durmg the last two years it has been higher. The year before it was very 
much lower. · 

_I am taking the period from 1915 up to date. I think that stock and wool would average 
c~nsiderably above a penod before that date !-Of course, during the commandeer wool did average 
higher. · . 

Mr. Shirtcliffe.] If there had been no income-tax at all your rates would have remained the same ! 
-Yes. 

No matter how much you were obtaining for the country's produce !-Yes. 
So it may be said that J:OU have not been able to increase your charges to the community on 

account of the weight of the mcome-tax 1-We have not done so. There is an impression, I think, 
that rates have been mcreased and that those charges have been passed on. I think I have been 
a hie to show that they have not, or only to a very small extent. 

Mr. Hunt.] From 1915, ever since the commandeer commenced, the values for both stock and 
wool have been very much higher than in corresponding pre-war years, except the two years 1921 
and 1922: is that not so 1-I do not think it is in respect of frozen beef. 

If you take the years 1916, 1917, 1918, 1919, and 1920, beef was very much above pre-war years 
in those five years 1-Yes. 

Beef since then has been lower; but mutton, lamb, and wool were all very much above, were 
they not 1-Yes. 

Since then, with the exception of the two slump years, wool and mutton have been very much 
above pre-war !-Yes. 

Therefore the total commission that we are getting is a good bit more on the same line of stock 
or the same quantity of wool than we got in pre-war years, is it not 1-Yes. 

And it was all through the commandeer !-Yes, with the exception of the slump period. 
There was a reduction made in the commissions right through the Wairarapa, was there not, 

from the present 4 to 2! per cent., at the end of the war 1-1 do not remember. 
As a result of the slump it was put back to 4 per cent. !-Yes. 
So it is hardly right to say that we are just getting the same commissions that we got in pre-war 

days 1-We are getting the same rate. · 
It is quite on the cards that if it had not been for the slump the 2! per cent. commission rate 

might have been operating throughout the North Island 1 It was put back again during the slump 
because 2! per cent. was not profitable !-1 think the 2! per cent. in the Wairarapa came about 
through some particular competition, and it was found impossible to carry on business at that rate, 
and it was put up again. 

Mr. Weston: Jlby we take it in this way: supposing there had been no income-tax, who would 
have got the income-tax money-the company or the public 1 You would not have reduced charges 
in order to give it back. It simply means that yonr profit would have been greater 1 

Mr. Morgan: Competition might have forced that reduction-new companies coming into 
existence. To a certain extent new companies did show their preparedness when there was a 
sufficient margin to justify their existence. 

DAVID MATTHIAS MoRGAN, Chief Inspector, New Zealand Loan and Mercantile Agency Company 
(Limited), examined. 

The Chairman.] What is it you desire to say, Mr. Morgan !-I th~ught perhaps it would interest 
the Commission to know what the effect of the graduated land-tax Is on a company such as that 
with which I am connected, carrying on business in a large number of centres in New Zealand and 
finding it necessary· to have premises, saleyards,_ &c. The effect of t_he graduated land-tax-I have 
had it calculated in the office-is that we pay a httle more than four times the amount that we would 
have to pay if the taxation were assesse~ on each on~ of ~he premises separately and without rega~ 
to the graduated tax. It is an indicat10~ of the disability winch a. large company has _to face m 
carrying on business in New Zealand, and 1t has a bearmg on a questiOn that was dealt Wlth by Mr. 
Stewart: as to whether encouragement or otherwise is _to be offered-: which is a matter o~ broa_d and 
general interest--to companies to introduce more capital or to contmue to conduct ~usmess m the 
Dominion. That is just one· point. Another matter, whwh I consider an extremely 1mpo~nt one 
from the point of view of companies which have a considerable amount of capital mveste~ m New 
Zealand, is the question whether, in fixing the rate of mcome-tax, regar~ should not be pa1d to the 
percentage of pro"fit which the institution earns on the a_mount of _capi_tal mvolved. . . 

The ·chairman.] That question was raised by Mr. FitzGerald m h1s statement tlus mormng. He 
favoured that. 

27-B. 5. 
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Witness: It is quite obvious that, whatever the rate may he, w~ere the total p_ro~t. available for 
payment of income-tax and for the payment of divi~end i~ comparatively small, as It 1~ m the case of 
certain companies carrying on certam classes of husmess, It leaves a very small margm of profit for 
distribution. Take an extreme case. Supposing that £1,000,000 were inves~ed and there wa~ only 
£10,000 profit made, which would really only represent 1 per c_en~. on that capital, about one-third of 
that, at the present rate of taxation, would go to the Comnnss1o~er of Taxes, and would leave le•s 
than 1 per cent. for distribution amongst the shareholders. That. IS an e_xtre_me case. 

Mr. Shirtcliffe.] Very extreme 1-Not so extreme as you nught th1~k if you saw some of the 
balance-sheets. I could refer you to quite a number that have been published. 

£10,000 profit on £1,000,000 capital 1-0nly in that relation ; because they have not been able 
to distribute anything at all. If you go to the other extreme and assume that they are makmg 20 
per cent., that would leave the amount available at 14 per cent., _which would not ?e ~o g_reat a 
hardship. But take the amount av~ilable for the paymen~ ~f mc?me-tax. and d1stnbutwn of 
dividends as 6 per cent., that reduces 1t to 4·23: You~ Comn~Ission WI~! be qmte a~a~e of the f~ct 
that in Queensland, where they have been the piOneers m the mtroductwn of the pnnc1ple of taxmg 
companies as distinct from individuals, thay take that principle into consideration. Where the 
rate is 6 per cent. I think their charge is 1s. 3d. in the pound, and it advances according to the rate 
of the dividend. That seems very reasonable. 

In Queensland it is 4s. 9~d. on the full profits 1-0n 7 per cent. of the capital it is 1s. 4d. 
Mr. Clark: Those are the maximum rates you have, Mr. Shirtcliffe. 
Witness: The principal rates there are 7 per cent., 8 per cent., and 9 per cent. The percentage 

of tax increases in accordance with the rate of profit earned. That seems to be equitable. A large 
company only consists of a great number of small shareholders. It does seem more equitable, because 
owing to the nature of their business it does not pennit of more than a moderate profit being earned, 
or owing to the conditions being such that it is difficult for that class of business to earn profits, that 
they should not be taxed at the maximum rate when the percentage of profits is moderate on the 
amount of the capital involved. I think that it is a reasonable view of the position. That is another 
factor in regard to the encouragement of large companies, or otherwise. If it were considered that 
large companies are undesirable factors in a community, then it would probably be a very excellent 
way to induce them to withdraw from the Dominion-by taxing them at the maximum rate. But 
I take it that nobody holds that view. It is necessary for every inducement to be given to them to 
develop the country. This is a matter that should receive serious consideration. 

Mr. Hunt.] Io connection with your rate of profit, how would you arrive at that 1 Would you 
calculate the rate of profit on all the capital used in the business, or merely on the shares receiving 
the dividend, less the borrowed capital 1-You mean, only on the shareholders' capital or debenture 
capital 1 

You Iuight have a company earning £100,000 on its share capital and making 10 per cent., and 
another company using £50,000 of debentures, and that would leave £50,000 capital getting 15 per 
cent. 1-I would not make any distinction, because I would regard the debentures just as borrowed 
money from the bank. I would take the interest and deduct it as part of the charges, and estimate 
the profit on the total capital. Debenture capital is only a Joan. 

You would treat those two companies in the same way 1 
. Mr. Clark (to witness): You would not be able to do that; you would have to take the paid-up 

capital. 
Witness: Possibly; I have not considered that question, but I would take it on the capital tl1at 

the company had introduced into the c01mtry. 
Mr Clark: You could not do that; you would have to exclude the debentures. 
Mr. Hunt: How would you treat the preference shares 1-(Witness) I was talking about the 

broad princi pie. 
Have you any details as to how they work it in Queensland 1-No, but I could get them. 

"" It would be very useful to us 1-I could get it very quickly. I could cable for it. You would 
have to eliminate the debenture capital, as Mr. Clark says. 

_Mr. Begg.] Is the Queensland tax based upon the rate of dividend paid 1-Yes. They fix a certain 
max;1mum ~ate-I do not_kno_w whether that is on t~e dividend or on the profits-and what the profits 
are m relatw~ to the capital mvolved. I do not thmk there is the same principle in operation in any 
other Austrahan State. 

Mr. Shirtcliffe.] Th~ Ne_w ~outh Wales tax is 3s. 6d., in South Australia it is 3s. 3d.-State and 
Commonwealth-and VICtona 1s the lowest 1-0ne shilling is the Commonwealth rate That is on 
companies, and there is the individual tax as well. · · 

Mr. Clark:. The State i~dividua] tax in ~ictoria i; 7d. ; with the Federal tax it may run up to 7s. 
Mr. Bhtrtcliffe: What IS the amount whiCh qualifies for the maximum tax 1 
Mr. Clark: Under the Federal law it is £.~,000. It is 5s. in the pound on the excess over 

£6,500, and 53! per cent. on to that. It _is graduated up to 5s. in the pound, and then 53! er 
ce_nt. ~n ~II the excePs .. That would make It pretty nearly 7s. 6d. on £6,500. The maximum ta:!in 
Vwton~ IS 7d., so that It would ~ot an;wunt to 8s., but. it would be between 7s. 6d. and Ss. 

W•tness: The company tax IS 1s. m the pound on the total profits. 
Mr. Clark: The Federal rate is 1s. in the pound, with additional on dividends to shar h Jd 

but th~t would not apply to your company with its shareholders outside. e 0 ers, 
W•tness: No; with the Com~onwealth and· New South Wales tax it would be a maximum of 

3s. 6d., the Commonwealth tax bemg ls. and the New South Wales tax 2s. 6d. 
Mr. Clark: Unlese t~e inclusion of the dividend brings the shareholder over that the shareholder 

would have to pay the difference. 
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. Witness: ~her~ was just one other p~int. I would like to illf'ntion, and that is the question of tax 
pa~d by compames hke_ ours on debenture _mterest. I do not know whether it is possible to make lillY 
adJustment. Our cap1tal employed cons1sts of share capital and debenture capital. Iu respect of 
debenture capital we arc !,<ranted an allowance of income-tax of the amount that we pay on that 
proportion. But, then, we are constituted the agents for the debenture-holders. I do not. know 
whe~her any relief can be gi:'en, .but it is one of the disabilities we labour under. We have to pay a 
considerable amount of tax m this connectiOn, and there Js no menus for us to recover it. 

Mr. Shirtcliffe: Cannot you deduct it ?-No, there does not seem to be any means bv which we 
c~n deduct. it fro":' the deb~nture-holder. He is entitled to the amount we have contrar"ted to pay 
h1m-that IS, a resident outs1de of New Zealand. As a matter of fact, we have to pay an amount which 
represents on that item alone about i per cent. of the total capital we have invested in New Zealand. 
Taking that in conjunction with the land-tax you can state it in this way: that we have to pay lOs. 
per cent. on account of those two items on every £1 of capital we have invested in New Zealand. 

Mr. Weston.] But you have an allowance on the assessable income of 5 percent. on the unimproved 
value of your land 1-Yes. , 

That equalizes the land-tax to a great extent ?-No. 
It will, when you are making 8 per cent. profit ?-No. 
What you suffer in income-tax would about balance what you pay in graduated tax !-No ; the 

figures would be the same, whatever we make in profit. 
Supposing you pay land-tax on £20,000, you are allowed to deduct from your income 5 per cent. 

on that £20,000 ?-It will not alter the position in the fntnre. Nothing that can happen in the future 
can alter the position as far as that is concerned. 

Mr. Shirtclijfe.] In regard to debentures, you were able to obtain that money at a substantially 
lower rate ?-Yes, when we did it originally, but that would not have any bearing on the principle. 

Except that it leaves you a margin above which you can pay. The greater the amount we paid 
on the debenture capital we raised, the greater would be the deduction from the income-tax. 

But in all probability you have been able to borrow that money on debentures at a much lower 
rate than any company could have floated that money 1-I do not think that has any bearing on the 
princi pie. It is to a certain extent connected with it, but I do not think that would be lillY reason 
as bearing on the question I have raised. There is no redress for us. If we were in a po•ition to make 
a deduction from the debenture-holders New Zealand would probably not get the capital. That is 
the broad way of looking at it. 

WELLINGTON, FRIDAY, 16TH MAY, 1924. 

SIR JoHN GEORGE FINDLAY, K.C., Barrister and Solicitor, Wellington, examined. 

The Chairman.] You have written a memorandum setting forth your view• on the subject of 
taxation 1-Yes, sir. . 

Will you be good enough to read it to us 1-Mr. Chairman and gentlemen, I desire to submit. 
to the Commission my views on the following taxation proposals :

(1.) Progressive income-tax. 
(2.) Land-tax. 
(3.) Graduated land-tax. 
(4.) Mortgage exemption in land-taxation. 
(5.) Company-taxation. 
(6.) Debenture-taxation. 
(7.) The incidence of taxation. . . . . . 

I would first premise a few general observatiOns upon the nature of and JUStificatiOn for.taxabon. 
These are topics far from being intelligently understood by .the .great ?'ass of the commumty. The 
orthodox economists defined taxation as a compulsory contnbution leVIed by the State to defray the 
expenses of government incurred in conferring some comma~ benefit in :;hich all perso~. subjec.t to 
the tax have a right to participate. For many years what IS called the benefit theory prevailed. 
According to this theory, the benefits conferred by governmental ~ctivities upon the i!'dividua] was 
the test of the extent of his taxation: in other words, that taxatiOn must be proportiOnal to these 
benefits. This theory was long held by ~anJ:' earlier e~nomists, b~t has for a number of years past 
been abandoned as impracticable of applicatiOn,. and m ~'?dern times. h~s almost completely gJV~n 
way to the theory of progressive taxatio~ according to ab1hty, ?r-as 1t Is more co":'monly ca!led m 
America (following the word used in Latm and Frenc~)-acco~mg to facu!tJ:. But If we ad'!"t !hat 
the benefit theory failed to provide a practical and reliable basiS for deterllllllDg the tax contributions 
of each individual, it nevertheless contained an important truth t~at is very apt to ~ overlooked. 
The commonly accepted view grudges the payment to ~vern?'~~t m the sh~pe .of taxat10!' the small 
fraction of the income it has undoubtedly created by 1ts actiVIties and whwh IS shared m different 
proportions bv the taxpayers. Taxation is all too comm~nly regarded as an encroachment on the 
individual rights of property-a compulsory contribution by ~he taxpayer f!"'m a fund (fo.r exam pi?, 
his income) which it is assumed is entirely the prod.uct of h1s own enterpn~ and operat10?". This 
view was strongly reflected in the legal rule that taxmg s~t':'t:es must be _stnctly construed m fav~ur 
of the taxpayer. The extent to which governmental ~ctmt1e~ o.f all ki?ds have co~perated With 
the taxpayer's enterprise and operations in the production of h1s mcome IS commonly 1gnored ; but 
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undoubtedly these governm~ntal activities have. cr~a~d an income which belon~s to them, but which 
coalesces unseen with the mcome whiCh the mdiVJdual claims as entirely Ius own product. The 
Government must in the national interest safeguard and enforce its right to this coalesced share. 
Take one simple illustration. Our railways are run at a loss for the immediate benefit! at any rate, 
of certain classes of their users. But that loos IS repr<'sented by an element of profit In the returns 
from probably every industry using the railways, and that lo.s is borne by the people as a whole. 
That element of profit created by the Government activities-the railways-properly belongs to the 
Government service ; and so far as its payment to the Government is exacted in the form of taxation 
it is payment for what is already due for services rendered. The co-operation of Government activities 
with the operations of the taxpayer is far wider than is commonly recognized, and once this is clearly 
seen taxation loses much of its aspect of an encroachment upon individual rights and assumes that 
of a proper claim for services rendered. It may be objected that all do not pay for these services
at any rate, in the shape of direct taxation ; but that merely introduces the question of ability to 
pay: it does not affect the nature of the obligation. If our industries arc to be viewed nationally, 
governmental activities and services must be mgarded as analogous to the head-office expenses of a 
great commercial concern with many different branches. 

I now proceed with my views upon the seven taxation topics which I have already enumerated. 
Taking these in order, I commence with progressive income-lax; and it may be well to first point out 
that you can have no ideal tax-that is, none to which serious objection may not logically be made. 
You have to be content with rough equities and the adoption of that form of impost which, on a fair 
consideration of its pros and cons, presents the least injustice. After trial in the world's history of 
many forms of taxation, and in C<mtrovcrsies which fill book' on economics numerous enough to 
constitute a large library, theori and practice have come in modern times to favour more and more 
ability or faculty as a test of fiscal contributions. This test, and the progressive income-tax system 
which it has produced, can he subjected to various serious criticisms ; but (provided it is qualified 
by conditions which remove its harsher results) it appears clearly to be the best form of taxation the 
State can adopt. It is based upon two conceptions : ability to pay and equality of sacrifice. 
Ability, or faculty, is the larger of these conceptions, and sacrifice the smaller. After much contro· 
versy it is now generally conceded that the distinction should be recognized between earned and 
(as they are called somewhat ineptly) unearned incomes. This distinction is raised hy the question ; 
Does the income depend on the taxpayer's personal eX<'rtions for its continuance, or does it stop when 
he dies or his efforts cease 1 The distinction is commonly criticized in this way : If by my personal 
effort and by rigid saving, I accumulate £10,000, from which I get £500 a year, is that reward for my 
refraining from consuming my income, and for my waiting and abstinence, any less an earned income 
than it would be had I used the income from which the savings were drawn, in consumption 1 
Should that reward rank on any lower plane than the reward I get directly from personal effort 1 

There is no doubt much in this criticism ; but, still applying rough equities, the distinction is 
justified. The reward of personal effort ceases with the effort; the reward in the shape of interest 
on savings continues independently of the taxpayer's effort and does not cease on cessation of his 
exertions. But what the distinction mainly aims at is not at the savings from personal effort, but 
at the income-producing sources which have been inherited or which have come to the individual 
without what may be properly called individual effort. It is seen that income dependent upon 
personal exertions has to make provision for the precariousness of employment, sickness, old age, and 
other infirmities ; and that to make no distinction bPtween income which· must be uocd for such 
purposes, and income which is not subject to the necessity of making this provision, is plainly unjust. 
And so on the balance of considerations pro and con the distinction has bern established. If, while 
preserving the distinction, limitations of qualifications upon it can promote a larger mea,,urc of 
justice, these should be applied; but I cannot see or suggest any that would be satisfactorily workable. 

Another important question is the amount the State should take under a system of progressive 
income-tax. Assuming as I do for the moment and only for the moment that the higher or hil(hest 
amounts of income-tax paid by individual taxpayers are not passed on to the public, it is clear -that 
the progressive rate should not destroy or endanger the source from which the tax is dmwn ; in other 
words, that it should n?t cripple or paralyse industry. There i~ no ideally just rate of progression, 
and I can suggest no Improvement on the method of graduatiOn employed in our present taxing 
system. 

Anothe~ fe~ture of this tax in the question of at what amount o~ income it should begin, and 
w~at vanatw.n m.Its rate should b~ made, 00. allow for the responsibihtws and expense of maintaining 
Wife and family (If any). We begm at a higher rate than m England ; but we have not. carried the 
variations in the rate to provide for the expense of the responsibilities I l1ave mentioned as far as 
they have been carried tll<'re. ~he English taxin~ law varies _the rate according"'' the income is (a) 
~arned .or une~rned-commonly m ~ngland called mvestmen~ mcor_ne ; (b) according a,q the taxpayer 
IS mawed Ot smgle ; (c) mawed, \nthout cluldren ; (d) mawed, With three or more children. In our 
present land and income tax we vary the amount of deduction according to the number of children 
under mghtee.n YP;ar< of age dependent upon the taxpayer; and we allow a deduction not exceeding 
£50 for.con~nhutwns made by the taxpayer towards the support of his widowed mother. Sir Josiah 
Stamp m his recent work on the "Principles of Taxation " applies five !Psts with which income-tax 
should conform. I will content. myself jURt now with but one of these. He points out that the base 
of the ta~ must be a lon_g cnoug~ perioc' to, g~ve a fair avPrage indicJtion of income. The period 
~lmost muversally t:Lkcn JUst ~ww_IH the years _mcomc: b~t lw shows that in many cases this period 
IS too short, an? he says th~t 111 vww of tll<' Il'IJtiSt r<'sults m these cases the authorities of the United 
States of Amerwa are cons1derm~ the abandonment of "the-previous-year method " for a system of 
an average of three years. I tlunk, however, the present pronsion in section 81 of our Land and 
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Income Tax Act, 1923, is sufficient to so reduce the hardships llll'lltionod by Sir Josiah Stamp as t<> 
render a change in our system unnecessary. 

The next subject I desire to discuss is that of land-taxation. I agree wit.h t.hosc who think that 
we should abolish the present ordinary land-tax nltogt•tht•r, and impost• on farnll'rs t.lw progre8~ive 
income-tax now imposed on other hlL-,inesses. This allows a minimum subsistenr<• dl•tlnct.ion of £:300 
a year, with small other deductions which I need not refer to. But wlwn the farmer undt•r our law 
was taxed on his income he was allowed a deduction from it of 5 pt•r cent .. on the value of his lund-a 
deduction allowed to all other taxpayers using land to produce income. But there was imposed upon 
hun a tax of 5 per cent. on the unimproved value of his farm. I consider this tax unjtt•t.ifiublc. No 
tax can be supported except upon the basis of contribution from revenue or inconw, and unlt•l'ls there is 
income sufficient to cover the minimum subsistence deduction no tax should be paid. If tlwre is any 
class in the community that deserves the indulgent consideration of the taxin!( authorities it. is the 
small farmer cla.•s, and if he really makes no profits beyond the minimum subsi•l<•nce cletluct.ion h<' 
should pay no tax. The argument ba.•ed on land as a monopoly and on its own<>rHhip ••• u SJWcial 
privilege should not be made applicable to a stru!(gling small farmer who is making PWry rNtsonablc 
effort to earn a living, however applicable that argument might be to tho larger ownerH. But. it. is 
said that unless you insist upon the ordinary land-tax there will be a grievous loss of revenue from 
small farmers falsely representing that they have made no profits above the minimum subsist<.-ncc 
deduction. The answer is that this class of fal•e representation i• not confined to small farmers, 
but is indulged in by all classes. There is provision in our present Act to deal with such false 
representations, and if such provision is inadequate for its purpose let it be stiffPned and amplified 
to achieve it. To tax a small farmer who has made no profits beyond the minimum sub"istenec 
deduction is to tax him on his capital, and this offends against one of the most firmly established 
canons of taxation. To tell a small farmer in this country who slaves from daylight to dark, and yet 
fails to make over £300 a year, that he is enjoying a special privile!(c in owning his small area 
which justifies special taxation savours decidedly of irony. It is true that bad farming is economic 
waste. It is true that if a farmer leaves his land idle, or inadequately farmed, his neglect should be 
visited by some penalty; but provision for such a penalty is a different thing altogether from 
imposing a penalty in the shape of a tax upon a man who fails from no fault of his own to make a 
profit above the minimum subsistence deduction. 

I turn now to graduated land-taxation. Subject to some modifications, I am in favour of the reten
tion of this tax. The Commissioner condemns it on two grounds : First, because it offends against 
tho canon that taxation should be for revenue purposes only and not for the advancement of an 
entirely different social policy; secondly, that whatever justification it had when firHt imposed, its 
justification has passed away, because the heavy gradations on the land-tax now tend to destroy the 
land-tax as a revenue-producer at all. "For several years past," says Mr. Clark, "the amount of the 
extra tax that has been realized by increased valuations has been just about counterbalnncerl by the 
subdivision of the land, and it is being split up and transferred to small holders, most of the holdings 
being mortgaged and exempt from land~taxation." Further on in his evidence he sayK, "I may say 
that the subdivision of these large estates which (without a special charge on them HUch as a land-tax) 
might develop into an evil has brought about what I believe to be a far greater evil in this country, 
and that is speculation. That speculation has been encouraged to a gn•ut extent, first by the allowance 
of dedu~tion for a mortgage, and latterly by a mortgage exemption. That mortga!(e exemption eovt•rH 
holdings up to £8,000 of unimproved value, and it is in holding; of thnt size that there is an enormous 
amount of trafficking." Mr. Clark concludes that "This has been a fa• greater curs•• to this country 
than aggregation ha8 ever been." For these reasons Mr. Clark advocates that an owner should be 
allowed to increase his holdings for farming operation• to the same unlimit<·d extent a.• a man in ordi
nary business can do, as he thinks there is no distinction between the two. The only limit. Mr. Clark 
seems to think justified is the limit of the owner's ability to use the land properly. 

i\ly answer to Mr. Clark's contentions is this : FirHt, the canon of taxation to which he refers 
merely lays it down that revenue should be the primary objeet of taxation. Its seco~dary objec~, 
all leading authorities agree, may well be some other and further purpose. 1 have sometmwN found 1t 
difficult under this canon to decide which is the more important purpose. In any ewnt, the canon is 
artificial and should yield to exceptional circum•tances. It must, of course, be conceded that the 
purpose of a I,>Taduated ]and-tax wa.: not mainly reve~uc ; . it wa.• mainly the breaking up of large 
e•tates. Rightly or wrongly, successiVe Governments m th1s cotmtry have regarded the holdmg of 
]arae estates of first-class land as inimical to the best interests of the people as a whole-as, indeed, 
a s~cial evil which should be repressed. It matters really very little whether the evil is repressed by 
means of a graduated tax (really a pen_alty) or by direct prohibitions <·~lforcecl by penalties, proJ?Prly 
so called. The graduated-tax system [,>1VCS tlw owner the optiOn of holdmg on to Ins la_rg(' estate tf h(' 
prefeffi to do so. Direct prohibition en~orced by penalt1es would g~ve hun no such op!Jon. . 

Again I join issue with Mr. Clark m h1s contentiOn that there IH no difference between allowmg 
a ]andown~r who can profitably farm the land to extend his holding• indefinitely and that of allowing 
a manufacturer or merchant to extend his business indefinitely. In the former case, as Mr. Clark 
himself points out, "the land has _a monoply value" and (as !'." himself says) "~-man holdin~ land 
is at an advantage as compared with a man who haH no land: In_d~ed, he JUstifie~o~ tlw exactiOn ~! 
a land-tux on the ground that it "is payment for the peculiar pnv!legc held by the landowner. 
'l'hese admissions themselves seem to me clearly to diff~·rentiate the two cases. In Mr. Clurk'R view 
a wealthy landowner capable of profit~~;bly ~sinJ? the land shot~ld be fre~ to ext.end his holdings 
indefinitely. Taken to its logical conclusiOn, In~ vww would pern~1t the buymg-up by_ one ,man of tlw 
whole countryside of cultivable land. But tlns revers:• the pohcy_ of every sucr;ess1ve Gowmment 
of this country for years past ; and it is oppos .. d, I thmk, to the vww of thu maJonty of those who 
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have examined, on the one hand, the evils of land-aggregation, and, on the other hand, tho national 
advantage of settling more and more snmll farmers on cultivabl" arcus. In my view it would be 
littlc short of disastrous if large, Wt>alt.hy landowners were l<•ft free, in tlw absence of a graduated 
land-tax, to go on aggrt•gating tlu•ir holdings unt.il the amount of cultivable land available for closer 
st>ttltmwnt was mwrmously rcductod. It may wdl be tlmt, if unlimittod holdings were facilitat<od by 
the absence of the graduated land-tax, the total wealth-production from the hmd might be higher 
than it would be in the hands of a number of small holders; although I think it could be shown that 
experience proves contrary result. 

But assuming a greater production could be achieved under unrestri(,ted lund· aggregation, that 
by no means decides the question at issue. 1'hc welt-being of every nation-and especially of a young 
nation like this-depends upon the well-being of the people, upon their health and character; and 
there is abundant evidence in the world's history that wealth may accumulate and mon decay, and 
also abundant evidence to show from the days of the Latifundia of Homan days down to the present 
time that htnd-aggrt•g~ttion has the one uniform result of forcing or inducing migration from the country 
to the centres of population, tending to undermine the physical stamina and prcjudically affect tho 
moral character of the people. These arc fur broader and higher considerations than mere wealth· 
production, and any change in our fiscal policy which would favour or permit such a migration as I 
have referred to should, I think, be strongly resisted. All legislation which makes for closer settlement 
on our rural lands is adding to the st>•bility of all that is best in our social system. I think, 
however, tlu•t where large holdings are necessary owing to the quality or character of the land the 
Commissioner should have power to reduce or entirely remit the graduated land-tax, hut such 
reduction or remission should be made only on the application of the owner and on proof that the 
hugeness of the holding is necessary for profitable farming and that the area is not immediately 
suitable for closer settlement. 

I want to make it clear, howewr, that a graduated land-tax should not be carried beyond the 
plain and avowed intention of those who originated it. It was clearly intended to force subdivisions 
of large rural estates for closer settlement purposes ; it was never intended to apply to city lands 
occupied for indUBtrial and commercial purposes. I think, therefore, that the operation of a graduated 
land-tax should be limited in its operation to rural lands, and to the aggregation of town and suburban 
lands for merely speculative purposes to the injury of the national enterprise and interest. 

Mortgage Exempti01• in Land-taxation.-We often hear the loose phrase of "a mortgage-tax." 
There is, of course, no such thing now as a mortgage-tax. Under the Land and Income Tax Act of 
1908, and for many years before that Act was passed, a mortgagee paid tax on the amount of the 
mortgage as if it were land, but the rate was lower. The landowner paid tax not on the whole 
unimproved value of the land, but on t.he excess of the total unimproved value over the amount of 
his mortgage. There were certain small diminishing exemptions which may be disregarded. Later 
the tax on mortgagees was abolished, and the whole burden, with negligible exemptions, was thrown 
on the owner, the mortgagor; or, in other words, subject to these negligible exemptions, he was not 
allowed to deduct his mortgages. A partial exemption has since been introduced into our law. 
The position now is that where the total unimproved value docs not exceed £6,000 an exemption is 
allowed of £4,000; and, secondly, where the value exceeds £6,000 the exemption of £4,000 is diminished 
at the rate of £2 for every £1 of that excess, so as to leave no deduction when the unimproved value 
of the land amounts to or exceeds £8,000. Mr. Clark's evidence is of the greatest value with regard 
to the efft'et of this exemption. As I hav<J pointed out, he says, "It has greatly promoted the evil of 
speculation." This speculation has been encouraged, he shows UB, to a great extent, first by the allow
ance of a deduction for a mortgage, and latterly by a mortgage exemption. He says that the mortgage 
exemption covers holdings up to £8,000 of unimproved value, audit is on holdings of this size that there 
is an enormous amount of trafficking, and this, he concludes, bas been a far greater curse to this 
country than aggregation has ever been. 

These conclusions are significant and cannot be greatly challenged. The operations involved in 
the subdivision of a large estat" have, in by far the greatest number of cases, taken the shape of 
offering the subdivisions to small farmers at a price which has been the higher because so little cash 
was demanded, the subdividing owner taking a small proportion in cash and a mortgage for the 
balance, and if the unimproved value did not exceed £8,000 thP mortgage exemption I have mentioned 
was allowed to the purchaser. It is clear from 1\lt. Clark's statement that if this mortgage exemption 
had not been in existence the pernicious speculation to which he reftrs would have been greatly 
checked. The logical conclusion, therefore, of Mr. Cla.rk's reasoning is that it would be better that 
the mortgage exemption should be abolished altogether, or, at any rate, substantially reduced. If 
mortgage exemptio~ has the evils whi?h he indicates, .then they, it .seems to me, are sufficient jUBti
ficatt~n for the abohtwn of the exemptwn. If these cvtls have prevatled under the present exemption, 
then tt seems to me a good case is made out for such a reduction in that exemption as will check if 
not abolish, the evil. If, however, that evil were abolished, its abolition would go far to meet ;nd 
answer the objections Mr. Clark himself makes to a graduated land-tax. It is stated that in the 
absence of a mortgage exemption you are taxing an owner not upon his land but upon his debt.,, 
This ~omplaint may, I thi~k: ~e answered by pointing out that i! a man desires to escape such 
taxatwn he may do so by hnutmg the area he purchas""· or by paymg so substantial a sum in cash 
as will leave the taxation of which he complains altogether neglib<ible. 

Company· taxation.-! take next. in order the question of company-taxation. Three views 
have been taken by differen~ perno!IS .of this t:txation : First, those. w?o. maintain that the company 
should be regarded as a umt, as 1f Jt were, 111 ot.hcr words, the mdtvtdual earner of income and 
taxed accordingly ; second, that .the company-tax should be at a flat rate of taxation on the profits 
of the company, and then a tax tmposed on the profits payable to each shareholder in proportion to 
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his share of those profit• ; third, it is conwnrlerl by sonw thnt tlu• prtost•nt eomptuty·tnx should bo 
a~olish?d, and ~hut the !ncome ouch shnrcholdPr tnkt•s in the shnpP of profits should bt• htxml nlong 
With h1s other mcome, If any. I HUpport this lnst·mPntiorwd view. 'l'ht• objpct.ion to tlw prt•st•nt 
~ystcm is, first, th~t it is unjust .. If I have £2,000 inwstt•d in tlw shnrt•s of u eompnny whose total 
mcome pays the h1ghest rate of mcome-tnx nnd I get £lOU n ypar in tht• shape of dividends, "itlwr 
the company must pass on the taxnt.ion impos<'rl upon it muiPr t.ht• ineom('-tax t.o its ctuo~tomurs 
(which me_uns that iH many CIL't•s tlw commodity in which t.lw t'OIIIJIIIII)' dt•uls woultl be 1-(rt•nt.ly 
e~th.anced ~n price to cownmwrs of the commodity), or, if t.lm tax is not ptt:-uwtl on, my £100 in 
diVIdends IS taxed by something ovt•r one-fourth of that nmonnt.. In t•it.lwr of theHt' two nltt•rnativt~H 
the result is unjust and unsatisfactory. It is true that in lnw n COIIIJIIIII\' is striPtly a IP!(lli t•rttity 
distinguished from it' shurcholrlers; but this creation of an urtifieiul l;ody should rNtlly not bo 
invoked to impose taxation which hus grossly unfair rpsults. II t.h .. st•vt•n pt•rsons rt•quirt•d to 
form a limited company were 11nrtncrs nnrl not HilllrPholdors, '""'h would ht• tnxt•d UJH>n tht• sharo of 
profit be got under the partnership. What rntionnl distinct.ion, tlu•n, '''"' h .. mnd" in t.Ju, divi•ion of 
the profits between seven partners and sewn shnrPiwldt'l11 1 It is stnt .. d that t.lw Hlum•holdt•t>l haw 
the privilege given them by law of limitrd liability, and tl111t t.)lt'y Khoultl submit to n i(rt!llt<>r bunion 
of taxation in return for this privilege. But the privilr!(to cost• the Stu!t• not.hing; anrl it i• tho 
company's creditors, and not the State, that have to run any risk involwd in the limitation of 
liability. The legal provision for limited-liability companies wns "" n11wh fm t.Jw bmwfit of tl1" 
community as for the benefit of the shnrt,holders. It is in tlu• hil-(ht•st dPI-(rt•e in the int .. n•sts of dw 
community that large amount• of capital should br uvailuhlt• for t.).., rlt•wlupment of industr-y. 
The principle of limit,erl liability hns int!ur"d capital in privatt' hunriH UJ flow into thn coffers of 
limitcd-IiabiJity companies, to be usrd for the promotion and maintNIIliWt• of productiv11 induHtrit•H, 
which would never haw~ embnrkPd, for the mm~t part, in tht•Hr. t•ntt•rpriHt'K had it uot hN•n for tilt! 
limiwd-liability principle. It seems to me, then•fore, quitt• unfair to rt•l-(ur<l tl1is JH·ineiple as u privileg" 
for which Rhareholdrrs nl\IRt pay in inen·u~c>d tuxntion ; indt>NI, it may hl' ('OIIh'lllll'(l t.lmt tiH' privilt!p;n 
has been a greater boon to the community than to thr shun•hold""'• awl t.l111t. tilt' lutt<•r mil-(ht 
retort upon the Government: "You have gaitwd more by thiH HO-enllt~d privilc•gt• thun we•, nwl you 
should therefore corl'PRpondingly TNlnce our· taxation." In my vit>W, nR 1 lulVt• Hnid, tiH' Hllllmholdt1l' 
should be taxNI on the share of the profits he tulws, and no tux should ht• laid ll)xJn tilt' company 
itself qua company. It is not the ability or fneulty of tht' artifieiul Pntit.y, the eomJIImy, to puy tilt> 
tax that is the proper t~st; but the ability of the inrlividual slntrt•holdPr to puy the tax out of hiK 
share ns inr..ome. 

And there is a still further objection to the pr<>scnt shapn of th" eompany-tax. Tht•rt' can lw 
no doubt that it is having a mark<•d effect in prewnt.ing embarkation of htr·~" amounb• of capital in 
new commercial undertakingR-undertakin!(s which it is fair to HUppost• would gn•atly lwlp in Uu• 
development and towards the prosperity of this country as a whole. 'l'hn ImRie prirwi plr of pro
gressive taxation is that it is paid out of revenue ; bnt tht• revenue should b., Pstimul<•d ut it
destination (in this case the sharnho!dPrs}, and not at tluo stage of the U)I)I<'IITUIIC<> of tluo total ineonw 
of the company in it• balance-sheet. I urn of opinion, tllt'rdore, that the JH"r•st•nt company-tux ofTPnds 
against every test of a fair progressive inr,ome-tax ; and amon!( thoKP t<•sts it ofT.,nds chiefly ugain•t 
the main one of justice. 

Debenture-taxation.-The tax upon inten•st payable upon deht•ntttrPs is a tux upon tlw indivitlunl 
holder. This interest income should be in no way difft'rentiatt·d from interest payable to the tax
payer under an ordinary mortgage, and should he included in his total income and taxt•d uccorclingly. 
The present difference of raws for company debentun•s and local-body rh•bPnt.un•s has no logical 
justification ; both Rhould have the income arising from t.hrom rt·~nrdl'<l in tlu~ Hnnw way nnd Hhould 
be included in the total inrAJme in both eases of the debt•ntun•-holdPrs and btXNI aceordingly. 

I puss now to the most difficult question of all: the incidcnrr of laxation. Mr. Bu•tahle say• in 
h1s recent work on public fimuwc, "A correct solution of the prohlt•m of irwidence iH iwliHpensahle in 
dealing with the subjeet of taxation. Our jmlgment on <'Very part of tilt> tux syst<•rn will he afTect<,d 
by our theory of incidence. Take, for <'Xarnple, the qut'stion of ju.•tice. How cun wt• suy that any 
arrangement of taxation is fair unless we know it• rt•nl and not memly it., appumnt incid.,nec 1 It 
is useless to confim~ attention to surface appearances: wr. must examim' tlw underlyin~ conditionH 
and estimaw in their entiret.y the effects of fiscal rtogulations." And, quoting anotlwr of till• fort•rnost 
authorities in t.hc world on this Rubject, ProfPsRor Srligmnn, in his "J>rogrf'f4sive 'faxution ": " In 
so far RH tax"" are really shifted at all from the taxpayt•r, tlw prohlt•m of pro!(t"t•ssiw taxation lost•s 
its importance ; for if the tltX<'H arc aetuully shifted, thP. rut-<• in tlu•. find. in"'t.uuct~ _is of no ('HHc•ntinl 
consequence. It is only in so far as we assume that s?-ca1led progr~·HHIVC! t~xeR n•uuun where the~ art~ 
put that the considerations of ability or fnculty on w~tc~ ~ progressive tux IH _hus<'d are of any W<'t~h~ .. 
A progressive raw of taxation which does not reach mdiVItlual ah1!1ty _at all Is as Unrlt'C<'ssar.l· us tt to 

illogical." The principle of thest' two stat;ement.• cunn?t he ~mnsa1d. But when Wto turn to u_n 
examination of the incirlence of a tax, espcctully of one hke the meomc-tux, we Will soon find that 1t 
involves a complicated investigation and requires a close and udequat<• dt•taiiNI scrutiny of thto pmctieal 
operations of the national enterpri~e and methodR. Such an inquir>: I canrw.t, of couTKe, (•nU;r 
upon here. It will be found by rt'ference to the two. w?rks I _haTe JUSt m':ntloned that t.l11•rc tH 
scarcely one general stuwrnent with regard to ~he sluftmg of m_cult:nee wlueh lms . not to _he so 
qualified by conditions as to be of really no ~clp m a j!ent'rul cxurmnutron of the qu"s~lon. It Is n~t 
too much to say t.hat the theory of incidence 1s one of the most rnvolv<>tl ami ti..IJ~tNI rn all econormc 
science. Adam Smith and Hicardo maintain thnt a tax on purl' rent would ff~mum on tfl,. lnnd, and 
that the incidence of all other taxes may be shifted. The theory that all taxes arc shift<•d to the 
consumer Professor Seligman finds widely accepwd, especially in America. l'roudhon came to the 
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conclusion that all taxes fall on the consumer, and that this cannot be helped by legislation in the 
form of taxation. Both Seli!!IIlan and Bastable deny the extreme view that the incidence of no 
income-tax can be shifted, and equally deny the other view that t.he i~cidence of all income-tax can 
be shifted. Both accept the intermediate view that some can be shtftecl ; but an exammatton of 
their views as to what can be shifted and what cannot discloses such qualifications and conditions as 
to make their conclusions of doubtful value to a Commission such as the present. 

The question that arises here is, Is the progressive income-tax imposed in this country wholly 
or mainly passed on ! This is, after all, a question of ascertainable fact, and I cannot speak with 
any confidence upon it; but from all th~ inquiries I have made: an? from the_ facts disclosed !n the 
profitee1ing cases which have been heard m New Zealand, I feel JUstified m saymg that the InCidence 
of these progressive taxes is largely shifted from the taxpayer upon whom they are imposed and 
upon whom they were intenclecl to rest. No one shoulcl be in a better position to investigate ancl 
decide 'this question of fact than the Commissioner of Taxes, who has the returns of all businesses 
which come under our system of progressive income-tax, and who could cause an investigation to 
be made of these returns to extract the data upon which this question conld be determined. I 
understand him to be of the view that, while the incidence of income-tax is largely shifted to the 
consumers, it is checked to a greater or smaller extent by the operation of eompet.ition in the 
market. In this view I think Mr. Clark is affected somewhat by the 'old fallacy that competition 
works freely and without clog or friction. Long ago John Stuart Mill recognized what he calls the 
friction of the retail trade as a clog upon free competition. He realized that human nature had to 
be allowed for : it has settled habits, it has lethargy, it has prejudices, and it has vanities. The 
ideal essential t<> the operation of free competition is that each buyer is constantly alert to find 
where he can buy at the lowest price. As regards the great mass of consumers who get their 
commodities from retail shops, this ideal essential is not present in their dealings. It may be 
largely found in the operations of wholesale buyers, the success of whose business depends upon 
buying the commodities in which they deal in the cheapest market. Where a consumer has long 
been in the habit of dealing with a reputable establishment, which has increased its prices in order 
to pass on income-tax, that consumer himself will probably be satisfied with the explanation that a 
higher price than formerly must be charged by the establishment because it has been burdened with 
a heavy increase in taxation which can <>nly be made up by an increase of prices. More commonly 
the question of the increase will not be inquired into at all, but it will he assumed that the reputable 
establishment ·is maintaining its reputation of charging no more than reasonable prices. In this 
connection it must be remembered that indirect taxation provokes less resentment than direct 
because the element of the tax is not definitely present in the price of the commodity. Contrast 
the purchase of a theatre ticket with that of a box of cigars. In the former case the price of the 
ticket is stated, and then the amount of the amusement-tax on it made abundantly clear. Now, 
when a tax is passed on in the form of increased prices, the buyer is usually unaware that there is 
any element of passed-on tax in the price, and consequently this element is paid without resentment. 
This practice is really a method of collecting indirect taxation. But I think it is generally claimed 
by producers and traders that they are entitled legally and morally to maintain what they regard 
as a fair rate of profit by passing on taxation which reduces their profit to less than the amount to 
which they consider their enterprise entitles them.. As I have said, however, the question is one of 
fact, and must be determined by the investigation of what is actually happening in a country like 
this. I content myself with merely expressing the opinion that the competition to which Mr. Clark 
refers as a check to a transference of the incidence is of much more limited operation than he supposes. 

The great outstanding question in problems of taxation is that of incidence. As the two writers 
I have quoted point out, a system of progressive taxation based upon the assumption that the 
incidence will rest where it is intended to rest becomes useless, illogical, and unjust where the 
assumption turns out to be false, and where the burden is passed on by the intended taxpayer to 
the consumers, who in most cases are the last persons in the world whom the legislator intended 
should carry the burden. My respectful submission to this Commission is that it should recomm .. nd 
that an investigation should be made on the most reliable evidence as to the extent to which the 
incidence of taxation is shifted ; and if it finds that this operation is widespread, so report to His 
Excellency . 

. What I have said dis_closes ~he difficulty of the p~oblem which confronts us in-attempting to 
deVIse a system of taxat10n whwh wdl ~t once proVIde the. necessary revenue required by the 
Government, conform to the tests of JUStiCe based upon 11h1hty or faculty, and provide effective 
mea~ures for preventing a transfer of the incidence from the class intended to bear the tax to classes 
not mtende? to bear it. But assumi~g that such measures for preventing a transfer of the incidence 
can be deVIsed so that the whole wetght of progressive income-tax remains where it falls, it would 
then become a _question of whether many of your largest industries could continue to survive. If 
the profits reqmred to be earned before the heavy income-taxation due to the consequences of the 
wa~ were. reasonably necessary to enable the producers, manufacturers, and merchants to maintain 
thetr busmess successfully, then to tax them t? the extent of more than a fourth of their income in 
such a way ~hat they_ cannot pass on th~ tax m the shape of increased prices would, I fear. in most 
cases result In the cr1pphng or destructiOn of these businesseR. This presents the dilemma that if 
the t~xes are passed on, the consumers bear an unfair burden; if these taxes are not passed on but 
femam _where they fall, they are so ~eavy_ ~s. to cripple the business upon which they fall. ' 

It IS conu~only felt that de_structive cntiCISm should. be accompanied by constructive suggestions 
I frankly admit that, after bemg a student of economiCs for many years I ha e n · t t' · f 1 . ' v o cons rue tve 
suggesttons o any va ue to offer tf our fiscal system is to proceed along the l'tnes of d 1 t 't 
h · h 'ted f h t I h' . eve opmen 1 as m eri rom t e pas . n t IS phght I would draw the attention of the business community 
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t? the fact ~hat the whole industrial.enterprise of New Zealand is in reality one business organization, 
diVIded up mto a number of occupatwns or branches, and that there is no essential difference between 
the purp?se of this nationa~ ~nterprise and the purpose of any private business. In each ease the 
purpose IS solely to get a hvmg for the people concerned in the enterprise. As business men who 
ha_ve g.ven _the deepest thought to the matter know, there is no need for a system of taxation in a 
pnvate busmess great or ~mall .. Th~ expenses of ~ov.ernment in our industries, conceived nationally, 
are head-office expenses, mcluding mterest and smking fund on loans, which might be treated as 
gen~ral expenses of the business and paid . accordingly. I know of no reason why the cost of 
national government shou~d not be treated m the same way as a large business, save· that those 
employed m the whole national enterprise have not come together a8 they would in a private business 
and agreed upon the distribution of the income of the enterprise. In the absence of this Mtional 
agreement the income is first divided among the workers, managers, and owners of capital ; and 
then the Goyernm~nt _proceeds to ~ak~ back from th.em a sufficient sum to pay the expenses of 
government, mcluding mterest and smkmg fund on natwnal loans. In this process there is a general 
tendency to pass the tax on to one's neighbours; and in the struggle those who have control of 
industry-its leaders-have obviously a great advantage over the rank and file. I do not believe 
that there is any effective way of escaping from these evils except by those concerned in the whole 
national industry doing just what those who are concerned in each large private business have to 
do-namely, come to some fair agreement about the distribution of the earnings ; and it is therefore 
plainly for those of experience in business to devise, if possible, a practical method for this distribution. 
Until they do, the Government must adopt some arbitrary system of securing its expenses ; and an 
arbitrary method necessarily makes for friction, inefficiency, and unfairness. I shall be told that 
such a proposal is entirely impracticable. It may be ; I do not know. If the ablest and most 
public-spirited of our business men say it is I should, of course, accept their verdict. At any rate, 
it is clear that such a proposal would involve fundamental changes in our present industrial system ; 
and these, if they could be ultimately successfully effected, would doubtless take a long time. No 
element of coercion enters into the suggestion. It is merely an invitation to thoughtful business 
men who see .and admit the unfairness of our present system to meet, discuss difficulties and 
advantages, and see whether something better than the great chaos in which we now find ourselves 
cannot be devised along the lines of the suggestion I have merely shadowed. 

The Chairman.] You are in favour of the abolition of the ordinary land-tax, but you favour the 
maintenance of the graduated land-tax. Have you any suggestion to make as to the basis on which 
the graduated land-tax should be imposed 1-I do not think it should begin too low. At what 
unimproved value it should begin is a matter largely, I suppose, for the taxing authorities. But I 
do not think it should begin under £5,000. 

Mr. Clark: That is the amount in Australia. 
The Chairman.] £5,000 unimproved value 1-Yes. 
Mr. Weston.] With regard to the graduated tax for land, if a big farmer is subject to the progressive 

income-tax you will be penalizing him very heavily under that !-That is true. The fundamental 
justification for a graduated tax is that the person upon whom it falls should not hold an area of that 
size, and the tax must be adjusted fairly to carry out that purpose. 

Any man who has a very big property will have to pay a very big progressive income-tax, and if 
on the top of that you put a graduated land-tax you practically make it impossible for big holdings 
to be carried on 1-I realize that, and as far as the object of the graduated land-tax is justified by 
repressing what is considered to be a social evil it is all the better that he should not be allowed to 
carry on. 

I am thinking of the sheep-farming industry. I think it is admitted that the smallest flock for 
economical handling should be about two thousand sheep. Well, you are going to compel the subdivision 
of a large number of sheep-runs, which probably will not be to the advantage of the Dominion. The land 
is only suitable for sheep-farms 1-You are taking an instance of two thousand sheep. I would not 
impose any graduated tax under £5,000, and the rate of graduation would not be at all onerous until 
you reached an area more than ample to carry two thousand sheep. 

You know that the great problem in the North Island in the immediate future will be the handling 
of our hill country 1-I provide for that. 

You know the amount of land that is going out of cultivation, and the only chance of handling 
that, apparently, ~eems to be to handle it by a man of ?ig means !-If you can show from the _quality 
of the land its situation or character generally, that It cannot be farmed profitably except m large 
areas, then' my proposal'is to give the Commissioner discretion to remit the tax altogether; but it 
must be established that these conditions exist. 

Would it not be better to deal with it apart altogether from the penalty and leave it to the Land 
Boards to say what further aggregation should be allowed, on certain principle.• laid do~n !-Frankly, 
I think that would be a most retrograde step. You would have no uruformity of mmdence or rate. 
I think that~if you left it to all the Land Boards to decide in their particular districts you)would have 
chaos. . . . . . 

There is always a natural process going on _With regard to the subdiVl~Ion ?f big est~tes. A man 
dies and the estate is divided up among the children. Often a man who mhents from his father does 
not 'want to be bothered with farming operations .. He !inds it _mor~ profitable to sell th_e lan_d 1_-B?t 
vou must and I must keep clearly in view our basic pnn01ple m thi_s matter. Our basic pnn01pl~ m 
this matter is that no man should be allowed to hold more land than IS reqwred for reasonable farm.ng. 
That is really the ha.•is of the graduated land-tax-in other words, that large holdings, aggre~ati?ns 
in single hands, are a social evil which must !J: r~pressed .. If you conced~ that, then any cnticism 
of the nature of that which you are indulging m JUSt now, It seems to me, Is Irrelevant. 

28-B. 5. 
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Mr. Clark.] Could not that point be met by a flat land-tax combined with the local rates 1 The 
two together would take a very large proportion of the ground-ren.t. You would no.t go beyond the 
full ground-rent in your charge on land 1-A flat rate offends agamst the canon whwh you yourself 
expressed, that you should not tax capital. If you ~re i~posi~g a flat rate upon a rna~ who is. not 
making more than £300 subsistence, then you are taxm~ his cap1tal. . He has got to pay 1t, and 1f he 
is not making any profit to pay it out of, he must pay 1t o':'t of cap1tal. .. 

The same objection applies to your graduated tax, does 1t not 1-No, because we do not want him 
to continue. In the one case you want the man to go on. In the other you do not. 

Mr. Shirtdiffe.] Where do you suggest the line should be drawn between the small farmer whom 
you wish to relieve altogether of land-tax and ~he UJ_Jdesirable la_rge landholder who~ you \yish .to 
penalize because he holds too much land 1-That 1s a difficult questwn and must be demded arb1tranly 
-certainly empirically. I can ouly say that such an expert as Mr. Clark would give a far better 
answer to that question than I could. 

I asked the question because it suggests itself to me that a man holding £5,000 worth of land or 
even £10,000 must come within the category of the small farmer, surely 1-I do not care whether you 
call him a small farmer or not. 

It is the small farmer that you wish to relieve of land-tax entirely 1-It is not the small farmer 
qua farmer. It is the small farmer in relation to the land he is holding. If a small farmer has land 
to the value of £5,000 unimproved value-! speak quite in the dark, because I know nothing of 
fanning-and the graduations are negligible, until, we will say, you reach £10,000 unimproved value, 
then a small farmer with £10,000 unimproved value is getting a little near a large farmer. , 

A small farmer with land worth £10,000 would probably have another £2,000 in stock and plant
say, £12,000. It would be an extreme estimate probably to say that he would make on an average 
10 per cent. I do not think that farmers, taking them all round, will average that or anything like it. 
But assuming that he make 10 per cent. on £12,000 capital, he would still come within the category 
of a small owner 1-But may I impress upon you that I am trying to apply a principle--this principle: 
let us define the area of land which will not offend against the social rule underlying graduated 
land-tax; that is, find that ideal area. It is difficult to find, and you will have to qontent yourself 
with areas which merge into each other. But your first principle will be to get hold of that area. 

You cannot deal with areas, can you 1 You must deal with values 1-You deal with values. You 
speak of land according to its carrying-capacity : it may be three-sheep land or one:sheep land. The 
money expresses the difference. 

You suggest that the income from debentures should be placed on the same footing as income from 
other sources. The question has been raised, and I should like to have your view upon it, as to· 
whether that alteration should be made to apply to all past issues of debentures that are now current 1 
-That raises one of the most difficult questions you could ask. 

Would you consider that there was any contract between the Government, who from time to time 
fix the rate of tax on debentures, and the debenture-holders who bought these debentures subject to 
the then current tax 1 Would you consider that there was any contract 1-Every one of us, when we 
make a purchase of land or shares or anything else, or lend our money on debentures, should have in 
contemplation changes in our fiscal system, and we must take the consequences. 

The Chairman.] You buy subject to that risk 1-You buy subject to that risk. 
Mr. Shirtcliffe.] It is quite clear there is a marked difference between the tax-free war loans and 

debentures. In the one case there was a olear contract. In the other case the buyer took the ordinary 
risk of future legislation 1-That is so. 

You would not consider, then, that there was any breach of faith if the alteration were made to 
apply to past issues 1-No, I would not. 
. Mr .. W<:<ton.] With regard to local-body debentures, although theoretically your contention is quite 

nght, still cucumstances attending the fixing of the rate on local-body debentmes by the Legislature 
were so definitely directed to enable local bodies to obtain money at a low rate ot interest at the time 
the _rates were fi~ed that it would be, would it not, very unfair now to increase those rates 1-Local 
bodi~s, after all, 1s merely a collective name for persons, and you have got to test the justice of it by 
looking at the effect upon the individuals. If I buy gas shares after the heaviest burden of taxation 
on companies is imposed, and they are not passing on their taxation to the consumers of gas, and in 
consequence of that tax the price of shares falls, and when I buy the shares are 10 or 20 per cent. 
!ower t~a':' they were before the _imposition ,of the tax, I am getting an advantage, and the other man 
IS susta1mng a loss ; and that IS the result in all cases . 

. But a rna':' ~aking up local-body debentures-say, three years ago-would probably do so with 
a VIew to retammg them, and he would be still a holder. It would be verv hard on him now to 
penalize him, se•ing that the Parliament of the time deliberately fixed a low rate on those debentures 
m ord~r to ena~le the local authorities to borrow at a cheap rate. The particular circumstances 
attending the fixing of the ~ate by Parlia.ment, to my ~nd, almost outweigh the t~eory that you lay 
down, the correctne~s of whi~h ~ do not dispute 1-I realize the force of what Mr. Sh1rtclifle says about 
war loan~. There "' the pnnmple. If you can show that there was either a tacit or an expressed 
unde~aking ~y the Government that the burden would not be altered in the shape of taxation, then 
~her~ "' ~rtainly a great deal to be said for your argument ; but as far as I can see there was no such 
Implication . 

. If I reme~ber rightly, the Governmen~ w':re going to make these ~ebentures subject to the 
ordinary taxation. Then they changed thetr mmd because of representations being made that the 
~fleet would be that local. bodies would not be able to bol'}'ow the money at the same low rate of 
mterest that they could With the present rates 1-I am afraid that you as a lawyer must look at the 
statute-book and not at what went on before. 
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. Mr. S~ir_tcliffe.] _Have you considered the point from this aspect: as to the advisability of local 

bodi~s receivmg a direc~ enco~ag~ment to borrow large sums on the local market, and thus with
drawmg: money from mrculati~n m the ordinary commercial channels where. it assisted in the 
produ_ctwn of t.he country l-It IS the old question. It has two aspects. If you borrow from abroad, 
your m~rest as a rule goes abroad. · If you borrow locally, your interest as a rule remains here. 

Qwte so. If the money that is now borrowed by the local bodies locally were left to be available 
for the development of ~he country the interest would still remain in the country !-Borrowed where 1 

If the money that IS at present borrowed by local bodies within the Dominion wore loft free to 
circulate_ throug:h _ordinary commercial channels f.or the development of the cow1try the interest 
would still r~mam m the country 1--1~ would. It IS exactly a case of local capital being used locally. 

It IS qwte true that If local bodies were compelled to borrow overseas it would entail so-much 
interest going out of the country ; but that would be found money. It \YOU]d be additional to the 
capital already in the country and being used for development !-I take it. there is a great deal of 
force in what you say. The Government were offenders themselves when they borrowed so largely 
in the local market. 

They did that under pressure 1-No doubt. 
Would you consider that as an additional argument in favour of placing all debentures upon the 

same footing as ordinary income !-I base it upon a much wider principle than that. I say that you 
should treat that interest as income and tax it as income, no matter whut source it comes from. 

In your statement you refer to the possibility of taxation being passed on. You say, "Where 
a consumer has long been in the habit of dealing with a reputable establishment," and so on. That 
reference has special application to the retailer, has it not !-Yes. I meant to make that clear. 

Would you consider that the possibilities of passing the taxation on are as great when you come 
to the wholesaler 1-No. 

He buys as cheaply as he can and gets the best price he can according to competitive conditions 1 
-The life-blood of business is not merely the consuming of goods; you have to buy in tho cheapest 
market. The retailers who buy from the wholesalers sec that they are not going to pay more to A 
lor certain goods than they can get them for from B. 

· If you take the retail traders as a whole, the great bulk of them pay little income-tax, compara
tively. Very few retailers in this country would pay the· maximum rate !-The sntnll man does a 
small business. The very large man does a very large business. You take A nnd Bon Lambton 
Quay : they arc doing as much business as fifty or sixty small shops. Their tax is high, and they 
pass it on-I suggest--to their consumers, their customers, who have been trading with them for 
years and years. They pass on the tax in the form of an increased price. 

Simply because the customer has been in the habit of dealing with them he looks upon the house 
as a reputable house and either from lethargy or custom pays the price ; he does not stop to inquire 1 
-Such people do not canvass the shops to find the cheapest. 

Is it taxation that does that! Would it not apply in any case !-Of course it would. Under 
our present system, if an establishment has got a big reputation, especially if it is a fashionable shop 
to go to, which counts for a very great deal among certain people, it can add to its profits very 
largely, independently of taxation altogether, But there is a certain amount of conscience, I am told, 
amongst business men. I sometimes think that, like Clive, they are amazed at their own moderation. 

Yes, but the consequence is always operating in the same way 1-lf you find a house that is 
disposed to add to its profits because of its privileges, it is much more likely to add to its profits most 
of the tax than merely to gratuitously increase its profits. Any house will more strenuously try to 
pass on the tax. 

But to an extent that impost is checked by the competition of the smaller houses !-Well, I have 
said all I can say upon that. 

Mr. Hunt.] In connection with those tax-free bonds, you said, and every one agrees, that they 
could not be taxed after the contract that was made. But there is this point: assume that a man 
has an income of £5 000 a year, £1,000 of which is drawn from tax-free bonds and £4,000 from other 
sources. He is tax~d on the £4,000, and the £1,000 from tax-free bonds is disregarded ; it does not 
enter into .his return. The effect of his investment in tax-free bonds is to get £1,000 of income free 
of tax so that he has reduced his taxable income from £5,000 to £4,000, and he has reduced his rate 
from is. 10·4d. to 3s. 2·4d., so that he hn.• saved 8d. in the pow1d on that remaining £4,000. Do you 
think that that is the right way to do it, or should he pay on the £4,000 the !lra~uated rate that applies 
to his whole income !-If you have pledged the honour of the State that It Will not tax these bonds 
you should not trifle with your obligation. 

JoHN SNELL CoNNETT, Farmer, New Plymouth, examined. 

The Chairman.] You have some views, Mr. Connett, on what rou refer to as "The Iniquity_ of 
the Land-tax"· will you read what you have prepared on the subJect, please !-Yes. Before domg 
so, however, I ~ould like to say that the question of land-valuation has been very prominen~Jy before 
the people of Taranaki just recently by reason of the revaluatwn_of the who!~ of the Taranaki County. 
Considerable interest was taken in the matter there by the farmmg commumty generally. 

Yon have had a revaluation there recently, have you !-Yes. . . 
And have values been put up very much !-Yes, about 100 per cent., as a result of a Cornllll58IOD 

which sat there. My statement is as follows :- . . . . . 
After a careful study of the taxation of land as earned_ out ID this D~m1mon ~ne can only 
1 d that it leaves much to be desired. The primary obJeCt of the tax m the mmds of leg~s

~~~ u n: doubt was to prevent the aggregation of land, but I cannot believe it was ever intended to 
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operate as it does. For instance, wh~n the Act was framed. provision ":as made for exemptin~ all 
landowners whose unimproved value did not exceed £500, which at th~t. time represented a consider
able area and was probably thought sufficient for a man to make a hvmg off ; but how much land 
would that amount buy now on the present method of calculating the unimproved value 1 Very 
little. The Act also provides that all improvements made by the owner shall be. exempt fro':" 
taxation. Parliament apparently intending that farmers should be encouraged to Improve their 
lands in every way possible. Many local bodies have followed a_long the s~me lines by adopt~ng 
rating on the unimproved value for. the same ;reason; but what mterp~etatwn does th_e ValuatiOn 
Department put upon it 1 Somethmg very different. The barest possible allowance IS made for 
buildings, fencing, and grassing, and all remaining value is classed as unimproved and thereby liable 
to tax. No allowance is made for the heavy rates levied for the making of good roads or the 
establishment of dairy factories, cool stores, box-factories, freezing-works, and suchlike, yet all these 
are provided collectively oy private enterprise and add materially to the value of land. Nor is the 
farmer allowed anything for the top-dressing of pasture, though it is well known that fertility is only 
maintained in many localities by the judicious use of manures. The progressive farmer feels that 
he is being badly had all round. He adopted rating on the unimproved value believing it would 
encourage every one to improve his holding, and also penalize the loafer and the speculator by making 
him pay his share of taxation, but the reverse is the case, for the more improvements he makes, the 
more top-dressing he uses, the better he farms, and the more progressive he is generally, the higher 
is his urumproved value fixed; consequently he pays more rates and higher land-tax instead of being 
relieved. Revenue must be found, we know, but surely something more equitable can be found 
than this. Were it possible to find other means for preventing aggregation, then land-tax would be 
better abolished and revenue from land confined to income-tux only. The methods of assessing values, 
too, might be improved. There is at present a lack of uniformity which indicates a want of system 
or of better training on the part of valuers. Values in the past have been based largely on sales 
made during the boom period, and consequently are on the high side.. A reasonable margin of safety 
would be preferable, in the interests not only of the individual but of the country generally. 

Mr. Hunt.] Have your values been put up recently 1-Yes. Our county has been revalued within 
the last year, and the values have been increased by 100 per cent. over the whole county. 

When was the previous valuation 1-About ten years back. Of course, the capital value has 
increased, and the unimproved value has doubled, and the capital values with the improvements have 
doubled. Bnt our contention is that there was no possibility of the unimproved value doubling in 
that time. Sufficient allowance has not been made for the special factors I have mentioned. Take 
the roads, for instance: we are the most progressive district in the Dominion in the way of laying 
down good roads. We have very fine roads in Taranaki. They have been provided by the raising 
of special loans. In our County of Taranaki we have only about two hundred square miles of country, 
and our present roading could not be put there to-day for less than £250,000 to £300,000. About 
three years ago we raised a loan for bitumen or tar-sealing, amounting to £40,000. Prior to that we 
had many other loans for metalling and bridge-work. 

And you pay for those loans with rates on your land 1-Yes, sir. 
So that it is a burden on the land 1-Yes. We have been carrying the highest rate. Previous 

to our valuation we were levying at the maximum rate of 3d. in the pound. Our rate now will be 
2d. in the pound on the unimproved value. 

Mr. Weston.] And you have special rates on top of that 1-Yes, a hospital rate in additon. We 
have not a harbour rate. As to valuations, not only has the country generally to carry the local 
rates, but in addition the hospital rate, the Power Board rate wherever required, a harbour rate, and 
then on top of that there is the security for Government loans, showing that it is essential that sound 
values should obtain throughout the count.ry generally, so that fictitious security is not given for this 
conglomerat.ion of loans, these united loans that are all secured by the one area of land. They are 
all overlappmg, and nn~ess the values are on a sound basis a fictitious security is given to the lender. 
I want _to stress the poi~t that from a Government valuing point of view the Government should see 
that fair values are mamtamed rather than that values should be arrived at on selling-rates during 
a boom period. 

Mr. Hunt.] Your points are that the capital value is too high and that the allowance for im
provements is not sufficient 1-Yes. 

And that the maximum unimproved value is vory much too high 1-Yes, 
Have yow; farmers asked the State to either reduce the valuations or purchase the land at the 

present valuations 1-In many cases the farmers offered it to the Government at the prices the 
Government had put on it. . 

What was the result 1-The Government were not in a position to buy. The values wtre 
reduced as_a result of the strong attitude taken up by the people generally, and strong organized 
effort and mfluence -:vere _brought to bear on the Department. Although the Valuer-General would 
not make the reduction himself, as a result of the Commission the values were reduced. 

Mr. _Weston.] Is your total valuation higher !-Yes; now it is qnite 100 per cent. higher than it 
was prevrously, ~othat we have reduced the rate to provide the same amount. 

Though mdivrdual valuations. have b~en reduced the total valuations are increased 1-They 
~ere reduced on a percentage bas1s _according_ to the locality. Some localities suffered more in the 
mcre~se o~ values than others, and It was pomted out to the Commission that values had been on 
the big~ side, and th~y agr~ed to a reduction according to the locality. 

This was a reco':uuderation. of the nev: valuation 1-Yes. We took up the objection I have taken 
up here, that acc?rding to the mterpretatwn of the Act, as I have interpreted it we should have been 
allowed for the Improvements as I set out. Questions were put !'<' the Commission, but they 
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refw;ed to allow anything for good roads, factories, and so on. They claimed that they rightly 
belonged to the_ country and were rightly classed as unimproved value. It was a staggeror to us 
who always believed the contrary. We belicwd that all improvements should be saf<'gnarded to 
the far~e~, and that that was hterally correct: that no matter hew one improved his property 
~hat mdJvJdualwas entitled to it. The rates add to the value of the proporty. We have had concrete 
mst~nces of tha_t. In many cases,the rato~ayers ?n a road have said," We will go in for a loan with 
the idea of gettm.g a better road. They ~mmediatcly took advantage of having this metallt•d road 
!'<'_sell o~t. at a h1gher value. The properties were mortgaged for the building of t.he road, and that 
IS Ill additiOn to the general rate I have specified. 

As a matter _of fact, do you think purchasers of land take into consideration sufficiently the 
~mo~t of taxatwn payable ?-They do not. That is quite right. It is very rare that they 
mvest1gate the load the land is carrying. ' 

Mr. Hunt.] They are doing it a bit more now ?-Yes; it has been brought home very forcibly 
to some of them. 

Mr. Weston.] You have got to pay one thing or the other-you have got to pay either income
tax or-land-tax ?-But a man often has to pay when he has not the money. 

As to aggregation, do you think there is a serious danger that if the graduated tax were taken 
off there '~ould be a tendency to pile up big holdings together 1-1 do not think so, but I admit that 
I am lo?kmg at 1t from the dairying point of view. Most of Taranaki is dairying-land, and is largely 
cut up mto small holdings, and it is found that the people on the smaller holdings nrc better off than 
those on the larger areas. 

Then, you think that as far as regards land suitable for dairying there would be no danger of 
aggregation ?-:-That is so; in fact, the tendency would be all the other way. . 

And practwally the dairying-land covers all your farming-land !-Yes, in our district. 
Mr. Shirtclijfe.] What is your county ?-Taranaki County. 
I suppose that is mostly first-class dairying-land ?-No; we have a good deal of blackberry 

country there, towards the mountain. 
Have you any idea of how valuers go to work in order to get at the unimproved value of land 1 

Do they base their valuations on the sales that have been made, or on the producing-capacity of the 
,..V.arll-I do not think the producing-capacity is taken into consideration at all, and I was practically 

satisfied, after the Court sat, that the method of arriving at it is by taking the sales that have taken 
place in the district from time to time. They have a correct record of every sale that takes place, 
and they keep that record for their own information and use. We were quite satisfied that that is 
how it is arrived at, that the producing-capacity was not considered at all, but that the selling-value 
was taken, and that the unimproved value was arrived at by a process of deductions-by deductions 
for fencing and grassing, and that the rest was treated as unimproved value. 

What would be the average unimproved value that has been fixed for what we might term first
class dairying-land ?-Well, the unimproved value assessed at Bell Block-which is one of the good 
districts; indeed, it is as good land as there is in any part of the Dominion-was £50 an acre before 
the Court agreed to make the reduction. They made a total valuation of £57 lOs. All the good 
farms are round Bell Block-which is within six miles of New Plymouth-and right through to 
Waitara. 

Would that land carry a cow to 2 acres 1-A well-improved farm there would carry a cow to 
2 acres, and some of the land would carry a cow to 3 acres. 

A farm carrying a cow to 2! acres valued at £50 an acre unimproved value, taking the present 
price of butterfat, would that farm be profitable ?-If a man was working it himself and putting his own 
labour into it, it probably could be farmed profitably, but if he were working it on the share system 
it is doubtful if it could be worked profitably. It depends upon the factors as to the farming of the 
land and the treatment of the cattle. 

With reference to the graduated land-tax, of course I can see from what you say that it does not 
apply so much to Taranaki now, but you are a practical farmer, and I would like to have your view 
on this aspect of the matter: just supposing that the ordinary land-tax was abolished, but that a 
graduated tax to prevent reaggregation was maintained, where would you put the dividing-line 
between the small farmer who ought to be protected from the land-tax and be free from land-tax 
and the man in a larger way who by holding a very large area of country is preventing that country 
from being cut up into small areas 1--:-It is hard to say, b~ca~~ I am o.f the opinion tha~ the value of 
land is considerably different in grazmg-country t? ~hat_ 1t 1s I!' da1rymg-country. It 1s well knov.:n 
that throughout the Taranaki country, where dauymg 1~ earned on, the values ~re. higher t~mn Ill 
other country, possibly qnite as good but used for grazmg purposes. Therefore 1t 1s _v_cry difficult 
to indicate a line that would be applicable to both classes of country. I am not familiar With the 
values of land in ot.her districts as well as I am with the values of land in our own country. Taranaki 
is largely a dairying district, and we have felt that we hve been rn:duly penalized bec~us_e through 
its being dairying-land it has been valued a good deal h1gher than 1t would have been 1f 1t had not 
been dairying-country. The dairy-farmer has _had to carry a la~ger share o~ taxatiOn than he _ought 
to be asked to carry. Whilst £500 would possibly hve bee~ qmte a _good !me to start from m the 
old days of valuation-I have not gone into what the valuatwns were m those days-1t would be very 
much higher now. 

Should it be £5,000, or £10,000, or £20,000 1-1 think it should not be less than £3,000. 
But you would not call a man with £3,000 worth of land a large farmer 1-No. 
Mr. Weston.] Mr. Shirtcliffe is wanting to know at what stage _graduated land-t~x should be 

imposed: he does not mean the stage at which the land-tax should be 1mposed 1-That lB what I was 
looking at. 
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Mr. Shirtclijfe.] I suggested the possibility of the. ordinary land-tax being abolished and simp!~ 
a graduated tax being imposed to prevent reaggregatiOn: ":here should that graduated tax start . 
You have got io draw a line between the small man who IS gomg to be free of l~nd-ta~ alt?gether .and 
the larger man who is aggregating 1-I would not like to say that. I "I_I' lookmg at It with the Idea 
of having some other means of preventing aggregation. I would not hke ~o offer an opimon upon 
that, though I realize it is in the best interests of the country that aggregatiOn should .he prevented. 
It probably hits harder the owners of a certain class of land that would be better farmed m large areas. 

That would be of comparatively low value, so that you should go on the values and then you 
would not go far wrong 1-Yes. The values there are very much lower than in our country. 

You cannot help us any further 1-No; it is going outside my land knowledge. 
Mr. Weston.] You said that the unimproved value of some land in your district was fixed at £50 

an acre: was that value reduced by the Commission 1-Yes; it was reduced to about £42. 
These recent valuations have been reduced 1-Yes, but it still stands at 100 per cent. more than 

it was previously. 
Mr. Begg.] You are not satisfied that the unimproved value arrived at by valuers in your 

district is really the unimproved value of the land 1-No; by the interpretation of the Va11lation 
Department we are paying on our improvements. I am satisfied about that, and all the rest of us are. 

Do you think it is possible to get any set of valuers to give a separate unimproved value from 
the improved value 1-I think a value very much nearer the right figure could be obtained if the 
farming community, or leading representatives of the farming community, were invited to get 
together and discuss this thing. It seems to me that the valuation of land is carried out by officials 
who are .not sufficiently conversant with all the aspects of the subject from the farmer's point of 
view. I think that the Government should be conversant with all these points and should be prepared 
to listen to suggestions and to take into consideration the points I have raised. If that were done 
they would start out with a sounder knowledge of the position, and carry out the valuations on a 
safer basis. 

You referred to lands being subject to special rates 1-The ordinary rates as well. I have just 
mentioned that prior to the revaluation of our country last year we were carrying the maximum rate 
that could be levied on capital value; that is 3d. Then we had our hospital rate of ld., so· that 
Taranaki has adopted a higher rating, and we are being unduly penalized for our progressiveness. 

But you do not claim that all improvements done out of rates should be regarded as improve
ments 1-No, I would not say " all improvements." I think consideration should be given to those 
localities or districts which adopt a progressive policy for the benefit not only of themselves, but of 
the community generally. 

RICHARD SLINGSBY ABRAHAM, Chairman of Directors, Abraham and Williams (Limited), Stock and 
Station Agents, examined. 

. The Chairman.] You have written a letter setting forth your views on the subject of taxation : 
Will you read It to us please 1-Yes, sir. 

In the year 1922 I submitted evidence on behalf of my company to the Committee which >:Vas set 
up for the purpose of examining the incidence of taxation as applied to companies and individuals. 
In my evidence I urged-

(1.) That the nature of our business is mainly earning commissions on stock and wool belonging 
to our clients. 

. (2.) That in order to get such business we find it necessary to make very heavy adva11ces to our 
clients. 

(3.) That such advances are confined to our own capital. We do not make use of liorrowed money, 
except for occasional temporary loans from our bankers . 

. (<i.) That the slump in stock-values so reduced our earnings that we made no profit for the years 
ending 30th September, 1921 and 1922, and that in order to pay bad debts, which were heavy owing 
to the slump, and mcome-tax we had to draw on our reserves for a considerable amount. During the 
last t~n~e years our shareholders, excepting the 6-per-cent. preference shareholders, have only received 
one diVIdend of £5 per cent., and that we could only pay owing to the fact that we practically made no 
profit for two years an~, therefore, had little income-tax to pay. 

(5.) I showed that It was qnite impossible to pay the then tax of Bs. 9Jd. in the pound and return 
o~r shareholders a Teason~ble dividend. With the present reduction of tax to 5s. 10j-d., we would 
still have to charge our clients 9 per cent. by way of interest to give a· return of 6 per cent. on our 
ca~ttal, pay tax equ~l.to 2t per ce_nt., and t per cent. for clerical expenses. It. is qnite impossible for 
US m the present posttton of our clients, who are practically all farmers in a small way, to increase our 
us~al charge of 7t per cent. to 8 per cent. interest, or our commissions of 21 per cent. to 4, per cent., 
whtch are the lowest of any country in the world. 

(6.) That of the shareholders on our register the bulk are people in a small way who would be 
exempt from any taxa!ion. Owing, moreover, to the fact that we have been unable to pay dividends, 
onr. sh~r~s have fallen In value, and as some of our shareholders are dependent on their dividends 'for 
their livmg-~xpenses they have had to make a heavy loss by selling their shares. 

(7.) Owmg to the a~ove reduction in our earning-power, we have endeavoured to call in our 
advances as mnch as possible, Without interfering too much in our general business. In this however 
we have ~ot been very successful, as had we prosecuted onr intentions in their entirety it ,;ould hav~ 
meant rum to many farmers who could not possibly have obtained advances from other firms. We 
no~ have to face the questwn of the moratorium which expires at the end of this year, and we are now 
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engaged in endeavouring to consolidate our position so as to avoid, as far as possible, the losses which 
must occur, owinlf to farmers bei~g unabl~ to raise anytl•i:ng li~e .. the present amo:nn~ for which they 
have pledged theu farms. . Notmthstand1~g the good priCes giVen for produce, 1t IS our experience 
that the small farmer, partiCularly the dauy-farmer, has been unable to set aside from his earnings 
anything to enable him to meet this reduction in l1is advances, which is bound to como sooner or 
later. 

~8.) I pointed out in my last evidence that if the present incidence of taxation is to continue at 
!ts still high rate our business. must go into the hands of smaller concerns whose profits would he less 
m ~mo1_1nt but larger per captta of the shareholders, hilt they would not be in the position to finance 
their clients as we do. As the total of advances to farmers by the stock and station agents of tho 
Dominion runs into many millions of pounds, this would be a serious thing for the countrv and would 
have the effect of stopping production to a great extent, and thus possibly bring the co.:ntry to tho 
point when they could not pay the interest on our heavy loans. If, however, the incidence of taxation 
as it affects companies is changed, it is evident that to some extent the stock and station a!(ents of 
the Dominion will be far better able to assist their clients in the serious position which they have to 
face owing to the disinclination of holders of capital to advance on the basis of values which were 
current before the war. I am of opinion that the incidence of taxation as it affects companies should 
be altered so--;;; to enable them to pay a reasonable dividend to their shareholders before they arc 
called on to pa'y any tax. Shareholders would, of course, add the amount of such dividends to their 
individual returns. 

Land-tax.-The incidence of land-tax is bearing very heavily on our dairy-farmers, and further 
alleviation should be made. I give the following concrete case, and I will undertake to say that thoro 
are a very large number of dairy-farmers throughout the Dominion who are suffering in this re.•pect. 
A purcha.•es a farm of 161 acres in 1921 at £55 per acre, value of butterfat at the time being 2s. 4d. 
to 2s. 6d. per pound. The actual value of that property at the present time is not more than £40 per 
acre, and therefore be has lost the sum of £2,415. His actual returns are as follows for the three years 
during which he has been working the property: Receipts from aU sources, £2,354 17s. 7d. Expenses 
-interest on mortgage, £1,369 6s. 5d. ; land-tax, £96 lOs. ld. ; rates, £88 Os. 6d. ; interest on stock, 
£161 13s. 5d.; wages,* £624: total, £2,339 lOs. 5d. He has therefore only made a bare living during 
the period in which he has owned the property, and has been quite unable to put by a penny to meet 
his mortgage of over £6,000 falling due in two years' time. Possibly he might have reduced his land
tax somewhat had he applied for a revaluation, but it is quite out of the question for a dairy-farmer 
to follow the intricacies of the Act, or, unless he employs a lawyer or a professional man, to find out 
if he is entitled to get an alteration to his assessment. 

The Chairman.] The case you give us, you say, is typical of many cases 1-A great many, 
especially in our district and the Waikato, have given far too much for their land. They are only 
just making a living and cannot put anything by. 

Mr. Weston.] What do you think would be the average return of a dairy-farmer this last year 1 
Would he make 10 per cent. on the capital invested in his farm and stock !-No, not in the case to 
which I am referring. One man might-a very shrewd, capable man not too heavily mortgaged. But 
you take the average dairy-farmer right throughout our district and I will undertake to say he is not 
making more than 5 per cent. on the value of his land and stock. 

That covers their own personal exertions !-Their own living-expenses. In the case I have 
quoted the man has two sons and a grown up daughter to do the whole of the work, and he does not 
pay them a penny. 

There were some comparisons drawn up by Colonel Mitchell the other day as to how farmers 
benefit by the land-tax as compared with the income-tax. He took as a ha.•is that it was reasonable 
to expect a farmer to get a net return _of 1_0 per cent. on the capital invested in his farm _and ~tock. 
Is that a reasonable assumption !-I thmk It IS qmte reasonable. I do not see how a man IS gomg to 
get on unless he does make something lik_c that-that is, to pu~ anything by to ~edl)ce ~is ~ortgage. 

Are farmers doing it at the present time !-No, not the dairy-farmers-not m our d1stnct, at all 
events, those that I know most about, beca11•e they are all working on very high-priced land. They 
have paid 10 per cent. or 20 per cent. of the purchas~-money, and they have heavy mortgages. Now 
they are faced with this position : What are they gomg to do when the mortgages come due 1 

Has it not been one of the evils of the past that finance has been made too easy for farmers
they have been given too much credit !-I qnite a!(lee with you. I dare say I was a sinner in that 
respect. But it is not being made too easy now. Every farmer has to show good secunty before he 
gets his ad vance. . . 

Mr. Shirtcliffe.] Do you think the price of land has got down to its legttimate level yet, based on 
its producing-value !-It is very difficult to say. If you take the net returns from a farm for ten yeam 
you can reckon what the price should be. . . . 

You are not including war years !-No_. Yo~ take an,.avera~e."VThe .mclination o_f a f'!'rmer 
when he comes to a district is to pay the pnce which the surrounding lands are assessed at !!r h~ve 
been bought at, and he will not give consideration-be cannot-he~has no(been!brought up _to gtve 
consideration-to what a farm will return. 

I was thinking of the possible effect of the lifting of the moratorium at the end of the year. 
If land is not down to its producing-value then, there are bound to be heavy losses !-Bound to be. 
I do not know how many of them will have to go out. 

Those losses must be met, must they not !-Yes, they have got to be faced. 

• Estimated wa.ges which should have been paid to two adult BOilB and a daughter who have &S&isted. him on the 
farm. Aotuall.)' the.)' have had nothing. 
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We have got to finish up the speculatio~ of two. or three years ago !-The only thing that we have 
got to look forward to is better methods-1mprovmg the stock and gettmg_ better returns from the 

cows, and so on. . h · b · d 
It has been suggested that the land-tax sho~d ?e abolished and t e m~ome-tax su stltute . 

What is your view about that !-I have not gone mto 1t very closely. I think 1t would be far better 
for dairy-farmers to pay income-tax. 

Probably they would not have much tax to pay ~hen !-I do not see why they should p~y ta_x 
any more than any one else. This man for instance, livmg on a couple of hundred a year, w1th his 
family; why should he pay tax any m~re t~an the man who receives a~ income of under £300 ! 

With further reference to the land-tax, 1t has been suggested that m order to prevent reaggre
gation the graduated tax should be maintained on some basis-that the ordinary land-tax might be 
abolished, but that the graduated tax should be retained in order to prevent reag~regation. Have 
you any views on that !-I have always felt that the heavy tax on lar!le properties h~s not been 
altogether the cause of breaking up those properties. It has been done OWIU!l to th~ nse m the value 
of land itself. Surely that has had a very much greater effect. If a man IS owmng property that 
is worth to him £10 an acre and that land goes up to £20 an acre, naturally he Will sell. 

You do not think, then, that the breaking-up has been altogether the result of the graduated tax ! 
-No. I think that an enormous number of these properties would have been broken up without 
the tax. 

If the country should relieve the small farmer of land-tax and substitute the income-tax which 
would be applied to all farmers, large and small, can you suggest a commencing-point for that 
graduated tax !-My own feeling is that the whole thing should be income-tax; or, if you are going 
to land a land-tax, make it a property-tax. We used to have a property-tax. But I do not think 
that both are quite reasonable. If you are going to have a graduated income-tax, surely that is 
quite sufficient to put on. You are attacking the man in two ways. 

It may be claimed that the graduated income-tax will not be sufficient to prevent a man holding 
a very large block of country to the exclusion of a large number of other people who could use it in 
small blocks. Land is a commodity that will only go a certain distance round !-I should not like 
to give an opinion on that. That has been thought out and worked out, and I do not feel 
competent to give an opinion on that. 

Mr. Begg.] You rather fear the coming of the end of the moratorium !-What are you going to 
do! Where are they going to get loans! At present they can carry on, but if they are called upon 
to pay £1,000, £2,000, or £3,000, I do not know what they are going to do. 

Would you be in favour of the moratorium being extended indefinitely ! It is the only alter
native !-I have always felt that it should be knocked off at the earliest possible moment. As soon 
as the country found there was going to be a boom the moratorium should have been lifted, and those 
fellows would have been saving instead of spending their money in buying motor-cars and more land. 

But dealing with things as they are !-I think it will create a very bad state of affairs if it is 
knocked off all at once. I think it should disappear gradually. 

You think that the evil of taking it off is greater than the evil of leaving it on temporarily !
Leave it on temporarily, or take it off gradually. 

It would have to be taken off suddenly for each individual, would it not !-Yes. 
So what wonld be the gain !-No doubt in many cases the second mortgagees will come to light 

who have not come to light so far. They have been hanging on and have been paid their interest. 
But we have got to get down to bed-rock somehow or other. 

Do you think the hardship that will be inflicted justifies extending the moratorium !-I do not 
!mow ~ am sure. I do not like to say. I think the hardship will be very great if that moratorium 
18 not m force-very great indeed ; and it will interfere very materially with the production of this 
country. 

Do you think the land will actually be allowed to lie idle ! Will not a compromise be. arrived 
~t to enable the farll18 to be worked !-I suppose they will be put up and sold at low figures, and so 
m that way we shall get down to bed-rock value. 

Mr. Shirtclijfe.] The land will still produce !-Yes, if it is worked; but it must make a very 
mate?al ~fference. _There will b~ a waste of time and money in cases where you have got a man 
working hlS farm to 1ts full capaCity at the present time. Mr. J. H. Stevens met me at the station 
and asked me to hand a letter in. I do not think I can say anything about it. 

PATRICK JoSEPH O'REGAN, Barrister and Solicitor, Wellington, examined. 

The Chairman.] What is your connection with the New Zealand Land-values League !-I am 
one of the vice-presidents. • 

And at the request of the League you have prepared a statement setting forth the views of your 
League on the question of land-taxation 1-Yes, sir. 

Having ?een depu~d by the Ne~ ~aland Land-values League to present to you the views for 
the propa~at10n of whiCh that orgamzation stands, I accept with pleasure your invitation to place 
th~ folloWln~ presentatiOn thereof in writing, and it will afford me additional pleasure, on receiving 
sUitable not1ce, to appear before you later for the purpose of amplifying the argument hereinafter 
oet out as well as to answer ~ny q~esti_ons you ~a;v think ~t to addre•s to me. I gather from your 
order of reference that your mve~tJgat10ns a~e h~ted to _du~ct taxation, and accordingly, although 
~e are Free-traders, I shall refram from dealing With the mdircct taxation of this country save only 
m so far as it may be necessary to refer to it incidentally. ' 
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. In con_nection wit~ direct taxatio? I would point out that in principle tho land-tax is vory ancient, 
~Vhde the Income-tax 1s of compa,rahvcly modern oribrin. Certainly we do read of th~ inr,ome-tux 
m the days of the Hundred Years War or the Wars of the Rose•. On examination, however it will 
he found that the tax was mainly a tax on the land-holding class as such-indeed, in those' far-off 
days not only '~~s there a very limited and uninf!uential mercantile class, but land was treated 118 
bemg held cond1_t10nal on the d1schar_ge of great and i~po'!"'nt public obligations. Accorrlinl'(ly what 
was th~n sometim~s refe~red to as mcome-tax, and IS still so referred to in historical works, wus 
sometlring substantially ddferent from the tax whJCh subsequentlv bore the same nanw. Tho incomo
ta_x assumed ~mething like it:' m?dern form in 1799, when fm: the purposes of the protracted war 
w1th Revolutionary France P1tt Imposed a general income-tax of 10 per cent. upon all inconll•s 
pa:rable to absentees 1_1ot_ re~iding in Great Britain, but in respect of property therein, as wt•ll as upon 
residents of Great Bntam m respect of property abroad. In addition to which the tax was levied 
on incoli'l;es arising from any profession, office, stipelld, pension, or employm<'nt, trade, or vocation. 
!he ma~mum charge of 10 per cent. applied only to incomes of £200 per annum or upwards, but all 
mc;omes m ex_ces_s of £6? per annum were taxable, though an abaten~ent was allowNI in re•peet of 
clrildren. It IS mteresting to record that, although the tax was estimated to yield not less than 
£7,500,000 per annum, it fell short of the estimate by a million and a half-an illust.ration of the 
difficulty in framing an accurate forecast of the amount such a tax is likely to produce. Tho tax was 
repealed by Addington after the Peace of Amiens in 1802, but W!\8 reimposed by him when the war 
recommenced. The rate of taxation was increased by Pitt in 1805, but the tax W!\8 repealed entirely 
in 1816: Dowell, "The History of Taxation and Taxes in England," Vol. 3, pp. 219-35. On the 
repeal of the Corn Laws in 1846 by the Peel Government the income-tax was reimjJOB<•d, and thoui(h 
in his great Budget of 1853 Mr. Gladstone foiecasted it.q complete abolition by 1860 the outbreak of 
the Crimean War prevented the realization of his plans. In his pre-election manifesto of 1874 Mr. 
Gladstone pledged the Liberal party to repeal the tax; but he was defeated heavily at the polls, nnd 
during the following six years, during which Disraeli was virtually the Dictator of England, his 
"spirited policy" of Imperialism found expression in war in Afghanistan, in South Africa, and almost 
in war with the Russian Empire. These adventures made economy in taxation impossible, and since 
then nobody bas suggested the repeal of the income-tax in Great Britain. During the Into war the 
tax reached 2s. 6d. in the pound, and in 1907 for the first time a distinction W!\8 made between earned 
and unearned incomes. · · 

I have said that in principle the land-tax is very ancient-indeed, it is as old as our history. Only 
in modern times has the value of land been separated from the value of the improvements thereon, 
and the peculiar burdens borne by the land-holding class in ancient times were not always in tho 
form of taxes. Personal services, generally military services, by the tenant-and all landholders are 
even nowadays tenants in the theory of the law-in favour of his lord was an early attribute of 
feudal tenures. Witb the advance of society, however, these were from time to time commuted into 
money payments-that is to day, into taxes. Though the form changed, however, the principle 
continued the same-the holding of land was regarded as a privilege in return for which the tenant was 
properly held liable to peculiar obligations. Without going too deeply into history to prove facts 
wlrich are really not in controversy among educated men, I may point out that protracted struggles, 
such as the Hundred Years' War and the Wara of the Roses, involved no national debt, but were paid 
for out of taxation and feudal revenues as they progressed. In those days CUBtoms dut.ies, being limited 
11eeessarily to a few articles, provided but an insignificant revenue, w!rile Excise duties, though in 
vogne on the Continent and popular with European despots, were quite unknown in England. As a 
matter of fact, Excise duties had ever been disliked in England. Dowell tells ns that such taxes" had 
always been hateful to Englishmen, who regarded them as a bad¥e of slavery" : " Histo_ry. of 
Taxation and Taxes in England, Vol. 2, p. 8. From the same anthonty we learn that when MichJCI, 
the Venetian Ambassador at the Court of Queen Mary, reported on the condition of England in 1557 
he recorded as a singular and wonderful circumstance the absence of all taxes on the necessaries of 
life. "They have no taxes," he writes, "on salt, wine, beer, flour, meat, cloth, and other necessaries 
of life, as imposed in all parts of Italy especially, and in Flanders": Ibid., Vo!. 4, PP: 117, ~18. Here 
it is interesting to remark that in those days, when tea, coffee, and ?ther d_nnks Wit_h wine~ we are 
now familiar were unknown, wine and beer were ranked as necessanes of llfe. ExCise dutws were, 
in fact levied for the first time in England by the Long Parliament in 1643, but even then they were 
decidedly unpopular, and the demonstra~io'_l in 1733 against Walpole's Excise Bill was due not so 
much to the immediate proposals of the !31ll1ts~lf as _to _the fear that the ha_toful syste~ would become 
of more general application. That Exmse duties d1d m fact become an Important 1tem of revenue 
subsequently was one of the results of the sweeping change made by the Long Parliament in 1645, to 
be referred to presently. . 

As I have pointed out, the time was when England paid for her wars_ as they progressed. The 
explanation is that all the land, excluding the immense common fields whwh were m the ,best sense 
public property, w!\8 held subject to feudal burdens. All that was changed, however, by Statute 12, 
Car II, cap. 24, passed in 1660, but made to take effect !'s from the 24t~ February, 1645. By th!'t 
statute military tenures were abolished, and all lands, sa';,ng a fe,~ exceptwns, declared to be held m 
"free and common socage." Says Taswell-Langmead : In cons1deratwn of the surrender of these 
feudal privileges by the Crown, the Parliament resolved to ma~e up tbe Royal revenue to the annu_al 
sum of £1,200,000. As the landed gentry were the great gamers by th<; surrender, ~hey o~ght m 
justice, to have been subjected to some compensatory tax • . • But, bemg powerful m Parhament, 
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the landowners succeded, though only by the small majority of two~ in substituting a heredit~ry 
Excise on beer and some other liquors, thus transferring their own peculiar burthens to the commuruty 
at large": "Constitutional History," 5th ed. pp. 511, 512 .. T~us we see tha~ a deadly_ blow was 
struck at English freedom by a Parliament which professed to vmdicate popular liberty agamst Royal 
pretensions, and that by the narrowest of majorities. Here we have the ro~t cause of the system 
which bas since led to indirect taxation on a huge scale, as well as to the natwnal debt. Doubtless 
it was consistent wit.h Puritan principles that support for the change should have been won by 
commencing with a tax upon the consumption of beer and wine. England's landlord rulers, it would 
appear, subsequently thought better of what Tas~ell-.LaHgmead _calls "a compensato~y tax." At 
any rate a Land-tax Act was passed in 1693 by whwh 1t was ordamed that a tax of 4s. m the pound 
on the ,: true annual rental " of land should be levied annually. The measure was limited to rural 
land but nevertheless it produced an annual revenue of £2,000,000, and had it not subsequently been 
fritt~red away by amendments would have amply rer~aid the nation for the ~oss involv_ed ~y the Act of 
1660. It is interesting to remark in passing that th1s measure led to a senous constltutwnal quarrel 
with the House of Lords. The Lords endeavoured to add a clause to the Bill providing the valuers 
of land owned by members of their order should be selected from their peers. The House of Commons 
resisted the proposal on the ground that the House of Lords had no right to amend a Taxing Bill, and 
after a powerful protest by Lord Mulgrave the Lords gave way: See hereon -'iacaulay's "History of 
England," Vol. 2, cap. 19. The land-tax was levied by an annual Bill until 1798, during Pitt's 
Administration, when the tax was made permanent, but those liable thereto were allowed to redeem 
it by payment of a commuted snm, and in consequence in our own day the tax has. shrunk in~o 
complete insignificance, though,as a matter of fact, were the land of England revalued 1t would still 
yield no inconsiderable revenue. In this connection it may be pointed out that the system of land
valuation was the cardinal feature of the famous Budgef of 1910, and that, though this valuation was 
first suspended and then abolished by the Coalition Government of Mr. Lloyd G<•orge, it. is now 
proposed by :Mr. Snowden's Budget to restore it. 

I have glanced at the history of direct taxation in England because of my view that no subject 
should be discussed apart from ita history. Accordingly I respectfully submit to your Commission 
that the proposals I shall present to you hereafter are well founded in historical precedent. In 
this connection I agree with Edmund Burke that in all things we should act as if we were " standing 
in the presence of canonized forefathers," and in the principles of taxation hereinafter expounded it 
will be found on dispassionate examination that there is really no revolutionary innovation. Still 
bearing the history of the subject in view, let us see next what is the verdict of political economy. 
In Book V, cap. II, of his monumental work," An Inquiry into the Causes of the Wealth of Nations," 
generally styled "The Wealth of Nations," Adam Smith deals systematically with the question of 
taxation. His fonr maxims are now the accepted canons of taxation, and I quote them in sub
stance : " (I.) The subjects of every Stat<> ought to contribute towards the support of the Govem
ment, as nearly as possible, in proportion to their respective abilities-that is, in proportion to the 
revenue which they respectively enjoy under the protection of the Rtate. Taxpayers should be con
sidered as joint tenants in a great estate. In the neglect or observance of this maxim consists what 
is called the equality or inequality of taxation. (2.) The tax payable by each contributor should be 
certain and not arbitrary. The time of payment, the manner of payment, and the sum payable ought 
to be clear and plain to the contributor and to the public. (3.) Every tax should be levied at the time 
and in the manner most convenient to the contributor. (4.) Every tax should be so contrived as 
both to take out of the pockets of the contributors as little as possible over and above the amount it 
brings into the Treasury." 

The mere recital of these maxims suggests some obvious comments. First, they rule out 
Customs and all indirect taxation, a fact which cannot surprise us when we bear in mind that the 
illustrious author e_xpo~ed and condemne~ _th_e fallac_ies of th~ ~ercantile system, as the protectivQ 
system was termed m his da:J;. ~ec~ndl:J;, 1t IS mterestmg and s1gmficant that, though Smith has much 
to say on the land-tax-for Ill his time It had not been commuted-he is silent on the income-tax as 
such. Nobody familiar with the work of the man who is justly styled the founder of the science of 
political economy requires telling that it is in reality a sustained and brilliant denunciation of indirect 
taxation, though _it may startle some of his readers to !earn that, !n dealing with taxation generally, 
he proves. conclus!v~ly that the land-tax accords fully With the maXIms upon which he founds his case. 
Y~t such 1s unquestlo~ably the ~act, as I_ shall proceed t_o show .. First,I:t me point out that in dealing 
w1th the land-tax as 1t then eXIsted Silllth really uses 1t as an dlustratwn of his argnments in favour 
of what be more co~rectly terms a tax upon the _rent of land. No provision was made by the Act 
of _1~93 for rev~luatwn,_ and down to the da:;e of 1ts commutation, 1798, the tax was collected on the 
ongmal valuatiOn. Th1s our author terms the constancy of the valuation " and be makes it clear 
that he does n_ot approve it,. and that it is " altogether extraneous to the n~ture of the tax." It is 
abun_da~~;tly eVI~ent that _Silllth favours the exemption of improvements, for which the tax did not 
proVIde m that 1t was leVIed on the annual _va!ue of the land and improvements. Accordingly, Smith 
suggested that before the landlord began h1s Improvements the value of his land should b · d 

d h t I · d h t 1 • " f h e assesse , an t e ax ev1e on t a va uatwn or sue a number of years as might be fully suffic1" t f h" 
I te · d "fi · " Wb · h . en or IS comp_ e m emru ca~wn. at IS t e mea':"ng of this but the exemption of improvements from 

taxation and the lovymg of the tax upon what IS nowadays termed the unimproved value of th. 1 d ~ 
Finally, he summarizes the advantages of such a tax: " In all the variations of til stat f e a_nt · 
. th . t d . th d I . f . e e o some y, 
111 .e 1mprovemen an 111 e ec enswn. o agrtculture; in all the variations of the value of silver, 
and m all those of the standard of the com, a tax of this kind would of its own a co d d "tl t 

tte t . f G t d"l · . 1 c r an WI wu any a n wn o overnmen rea 1 y smt 1tse f to the actual situation of things, and would be 
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equail,r just and C<juitable in those different changes. It would therefore be m~ch more proper to be 
cstabhshed as a perpetual and unalterable regulation, or as what is called a fundamental law of the 
commonwealth, than any_ tax winch was always to be levied according to a certain valuation." 
. ~ have prevlously pomted out that the land-tax of 1693 was limited to rural iand. Smith makes 
It qmte clear that he favoured no such restriction, for he strenously advocates the extension of the 
tax to town lands. In treatmg of taxes on the rent of houses he is careful to distinguish between 
_what he terms "the bmlding-rent" and "the ground-rent." By building-rent he means what we 
Ill popula_r language, term "house-rent," which is partly rent in tl!e true sense and partly interest 
upon capital, and by ground-r~nt he means what v.:e term the ununproved value. After referring 
favourably to a tax on the building-rent of unmhabited houses, Smith proceeds "Ground-rents are 
a still more proper subject of taxation than the rent of houses. A tax upon gro~nd-rents would not 
raise rents of houses. It would fall altogether upon the owner of the ground-rent, who acts always 
as a monopolist . . . The annual produce of the land and labour of the society the real wealth 
and revenue of the great body of the people, might be the same after such a tax as before. Ground
rents and the ordinary rent of land are, therefore, perhaps the species of revenue which can best 
bear to have a peculiar tax imposed upon them . . . . Nothing can be more reasonable than that 
a fund which owes its existence to the good government of the State should be taxed pcculi,ulv or 
should contribute something more than the greater part of other funds towards the support ot' that 
government." In dealing with taxes upon profits or upon the revenue arising from stock-with Smith 
an mterchangeable term ~or wealth-our author may fairly be said to deal by implication with the 
mcome-tax .. He_ ma~es It pla~n that he does not favour a tax. upon either interest or profit. As 
agamst the mqmsitorial and difficult nature of an assessment of mterest he contrasts the land-tax in 
that the value of a man's land "can never be a secret." Let any impartial reader study Smith's treat
ment of the question of tax:<tion and the conclusion will be irresistible that he argues powerfully in favour 
of the taxatiOn of the ummproved value of all land, rural and urban. Here I may point out that, 
although he wrote independently of them, Adam Smith was contemporary with Quesnay and the 
Physiocrats of France-" that peculiar sect of men in France," as he calls them. The Physiocrats, 
who included such eminent men as Turgot, Condorcet, and Mirabeau, have been called the single
taxers of the eighteenth century, and justly so, for they advocated the abolition of all taxes save a 
tax upon the rent of land, though, with less insight than Smith, they failed to see that the principle 
was equally applicable to urban land. Smith's biographer, Dr. Dugald Stewart, has remarked upon 
the similarity of the doctrines taught by the great Scotsman and those promulgated by Quesnay 
and his school, and no student of the question of taxation can avoid the conclusion that the comment 
is fully justified. 

My purpose has been to show that, whether we examine the subject of taxation historically or 
in the light of the principles of political economy-and the two branches cannot really be separat<>d
we are driven to the conclusion that there is an unanswerable case for land-value taxation, or, as it 
is more usually but incorrectly termed, the land-tax. I hope to show later that the income-tax is 
impolitic and unnecessary, but before doing so I shall deal briefly with the history of direct taxation 
in New Zealand. It is an historical fact that an essential feature of Sir Julius Vogel's public-works 
policy was a betterment-tax. We associate his name nowadays merely with a policy of borrowing, but 
it is unquestionable that he intended that borrowed millions expended on public works should be 
repaid, in large part at least, by what he called a betterment-tax, but what 'l'aswell-Langmead 
(supra) calls "a compensatory tax." As in the days of the Long Parliament, however, the land
owners in Sir Julius Vogel's day were powerful in Parliament, and so, although the borrowing of 
millions for public works found ready sanction, the betterme~t-tax ca~e ~ nothing, and accordingly 
the payment of interest on the vast s_ums expended upon .pubhc w?rks m. this country, whiCh c~nf~rred 
a peculiar benefit on the land-holdmg class, have become an mc~easi~g buyd~n, . throu(!h mdtrect 
taxation on the masses of the people. This, I may remark 111 passmg, IS an InJUStiCe whiCh has not 
passed .;way with the men ori!li~ally responsible for it. It is ~ continuing wrong calling_ clamantly 
for redress, and it is our conviCtiOn that redress can be found ID the reform of the taxatiOn system 
alone. 

Apart from stamp and probate duties and territorial revenue frot~ land, direct taxation is first 
heard of in this country under the Grey Government of 1877-79. Prwr to that date we appear to 
have depended largely for revenue 0~1 the proceeds of land-sales, wron~ly classed wit.h territo~ial 
revenue and Customs and Excise duhes, though these latter compared With those now 111 operatiOn 
were ve~y moderate indeed. The imposition of ": land-tax was one of the cherished principles of Sir 
George Grey, and accordingly his Go:-ern~e?t mtroduced, and Parliament en~ct~d. the 1,and-tax 
Act 1878. The Act provided for the ImpositiOn of a flat tax of one halfpenny m the pound on the 
uni~proved value of land, and thong~ it _provid~d for an. exemption of £500, that _exemption was 
not nearlv so objectionable as that whiCh IS now ID operatiOn, because. ~bov:e the um?'proved value 
of £500 it ceased to apply. Though the measure aroused strong oppositiOn It passed mto law .. The 
Government, however, was shortly afterwards unseated,. and was succeeded by the Hall-Atkmson 
Government one of whose first acts was to repeal the land-tax before any revenue whatever had 
been collec~d thereunder. Revenue was required nevertheless, and so the new Government made a 
substantial increase to the Customs taxation; a1~d likewise be?a~e responsible for the prop~rty-tax, 
a measure utterly different from the land-tax masmuch _as It Ignored the fundamental difference 
between the unimproved value of land and the value of. Impr~vements. In fact,, the pr?perty-tax 
fell indifferently on real and personal property, but. agam subJect to an exempt1~n ~f £500. The 

SorB Of t he measure maintained that it was expedient to tax all forms of wealth mdifferently, and 
spon · · " f f I h " · bl I that the preceding land-tax, smce It touched only. o~w orm o wea. t , was not eqmta e. t 
never appears to have occurred to Ministers and their fnends that land IS not and cannot be wealth, 
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but that it is really the material whence wealth is produced! and hence that there is a wide di~erence 
in effect between a tax falling on unimproved or eommnmty-created .value of land and a tax 1.1pon 
wealth. The new tax, like all direct taxes which are fundamentally UDJUSt, was th~ cau.s~ of .contmual 
irritation and discontent in the country. Much of the discontent was due to the mq111sJtonal.nature 
of the tax for not only were ]and and buildings taxed, but the tax-gatherer, logJCal~y enough, It must 
be conced~d, was obliged to value the conten.ts of buildings as .well. Moreover, 1t often happened 
in practice that a business with a large stock-m-trade pa~d ta::catwn successively on th~ same goods. 
The property-tax lasted just twelve years, and was succeeded m 1891 by the land and mcome taxes, 
which have remained in operation ever since. The d?mmant featu~cs of the new system were, of 
course, the exemption of improvements and the taxatiOn of the unnnproved value. of land, though 
until 1893 improvements were not exempted beyond the value of £3,000. The. mcome-tax, now 
levied in New Zealand for the first time, was designed· to reach people whose mcomes .were ';lOt 
derived from land, and in principle it was, and is, necessarily different from the land-tax ~1th wh1~h 
it was coupled. Discarding the income-tax for a moment,. let us compare the land-tax imposed Ill 
1891 with that passed in the days of the Government of S1r George Grey m 1878. The land-tax of 
1878 did not involve any attempt at· graduation, but, as we have seen, was a flat tax; th~ l~nd-tax 
of 1878 was subject to an exemption of £500, but no exemptiOn was allowed above that hunt; the 
land-tax of 1878 took no cognizance of mortgages, but fell alike on mortgaged and upon unmortgaged 
land. The land-tax of the Ballance Government was different in all three respects in that (a) when 
the unimproved value exceeded £5,000 it became subject to the graduated tax in additi~n to the 
ordinary tax of one penny in the pound on the unimproved value ; (b) not only was the unimproved 
value exempted up to the limit of £500, but every owner was, and is, allowed an exemption of £500 
the unimproved value of whose land did not exceed £1,500, the exemption diminishing at the rate of 
£1 for every £2 of unimproved value above £1,500, and hence the exemption did not, and does not., 
disappear until the unimproved value reached £2,500 ; and (c) in the matter of mortgages the measure 
fathered by the Ballance Government regarded the mortgagor and mortgagee as partners in the 
land mortgaged, and the mortgagee accordingly paid land-tax on the value of his mortgage. So 
much for the vital differences between the Land-tax Act, 1878, and that of 1891. Subject to certain 
alterations, the measure passed into law in 1891 is still in force, and I proceed now to state our 
attitude towards the same. First, let me say that we oppose the income-tax. We hold that all taxes 
upon earnings-that is to say, upon production-are wrong in principle, and accordingly that in so 
far as the income-tax falls upon earnings it is morally indefensible, while, in so far as it is not a tax 
upon earnings, its work can be accomplished much better by the land-tax. Adam Smith has put 
our case against the income-tax. He writes, " If my income belong to me to spend for my own 
comfort and gratification, without. any deduction for the uses of the State, why should I lose my right 
to any part because I have saved it 1 To tax realized wealth is to punish men for not spending 
their earnings as they receive them. Yet it is eminently for the public interest that men should 
save to increase the capital of their country." It will hardly be disputed that wealth is produced, 
not by Government, but by the industry of private citizens, and surely the best incentive to the 
production of wealth is to leave to every citizen his earnings 1 Of course, there are other objections 
to the income-tax : (a) It is more or less inquisitorial; (b) it tempts men to evasion ; and (c) the 
most weighty objection next to its essential inequity, it is often passed on to the public in the form 
of increased prices exactly as indirect taxes are passed. Curiously enough, this fact was admitted 
by Mr. :Massey recently in the course of an "interview " with a newspaper representative at Christ
church. We admit, however, that if an income-tax is levied it would be intolerable without an 
exemption. 

We support the land-tax primarily for the reason that we regard it as the means by which the 
equal ~ght of every member of the community to the land of his country can be asserted and secured. 
We think, however, t~at the Act passed by the Grey Government was preferable in several respects 
to that now m operatwn. The object of land-value taxation is really twofold-to assert and secure 
the equa.l right o~ the people to their land and to provide an equitable and permanent source of 
revenue. Accordingly we are opposed to the graduated land-tax, and we hold that the lanrl-tax of 
the Grey Gov~rnm~nt,. being a flat tax, was preferable in every way to the present tax. .'l'he 
graduat:ed tax Is oblectwnahle: (a) becaus~ i~ obliges certain people to bear more than tlwir proper 
proport1?11 of taxatw~ ; {b) because even 1f 1t does secure the subdivision of estates, whieh is not 
ne?essanly the fact, 1t causes a permanent falling-off in the n•venue, and thus dc•fcats one of the 
obJects of land-value taxatwn. I may point out as an illustration of this fact that in its fill-it y<mr 
the land-tax_ of Hl91 produced a revenue of £297,000, hut in four years this had fallen to £267 000 a 
decrease entuely ~ue to the graduated tax. The falling-off in revenue mav argue the subrlivi~i01,' of 
land, but I am satisfied that much of the subdivision was mere pretence for the purpose of evading the 
tax. We hold that no matter l.ww land. is divided the revenue therefrom should be the same. 
Secondly, we oppo.se the exemp~wn, holdmg that in the land-tax there should be no exemption 
~hatever. The slightest reflection will show that there is a fundamental difference between an 
mcome-tax exemption and a. land-tax exemption. If the people have a right to the community
create~ value of lan.d, tha~ nght c~nnot be defea~ed by any ~xemption, and the exemption defeats 
that nght by affording a s1eve, as 1t were, by whwh revenue 1s lost. In this important respect the 
land-tax of the Grey .Government was much better than t.bnt which has succeeded it since 1891, 
~ecause, as I have pomted out already, ~hough there was an exemption of £.'i00 unimproved value 
m the Act ?f 1878 there was no exemptiOn above that figure. I have explained incidentall that 
the present IS ?Ot really a £500 exemptiOn at all, and that fact will be fully realized when it is ~dded 
that not only Is that man exeml?ted from taxatio~ the uni~proved value of whose land is £500, but 
the man of whose land the ummproved value 1s £1,500 IS taxable only on £1,000, wllile £2,000 
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unimproved value is allowed a deduction of £250, the tax being levied on £1,7li0. 'l'o whnt extent 
the land-tax ~ev~mue s~ffers becau~e of this exemption it is impossible. to sny becuuS<• of the absence 
?f pro~er statistws. 'Ihe last stutJstws available-and they are very uuperfeot--nr<• those contninml 
m parliamentary pape~ B.-17A, 1907. When that paper was compiled there wer<' in N<•w Zealand 
128,019 freehold prop11etors, and of these 96,372 came within the exemption nbsolut<•ly, paying no 
land-tax, for the reason that the mnmproved value of each man's land did not t•xceed £500. 'l'hen, 
there were 13,227 owners the unimproved value of whose land did not exceed £1 ,OOU ench,. and these 
represented a. total unimproved .v~lne o( £6,ll3,500, upon .whidi no tux wns payable. The "'turn 
gave no partwulars above the lumt of £1,000, and hence It did not disclose anvt.hin» like the full 
effect of the exemption. It proved conclusively, however, that of the frel'lwiders ~then in New 
Zealand three-fourths paid not a penny of land-tax. As already stated, we huve no up-to-dut.e 
information, but. I have the authority of Mr. Clark, the Commissioner of Tax,·s, for stntinl( thnt t.lu• 
proportiOn of non-payers of land-ta~ is still the same, and, inasmuch as, using round figtires, t.IH'tt\ 

are now 55,000 payers of land-tax, It follows that there are 165,0!~) fr.,Phol<l<•rs who are eomplPtdy 
exempted from payment of land-tax, Of course, even these startling figur<•s do not diselosc th" 
whole position, because, as already shown, the exemption really rxt<•mls fnr lwvon<l th., £500 limit. 
Were we a~le to ascert~in the _full facts, it wo~ld be found that I have not cxnggernt<•d in <le•clibing 
the exemptiOn as a ventable Sieve through whwh a large amount of rewnu<• is annually lost. 

I am aware, of com~e, of the practical objections and diffir.ulties in the way of abolishing the 
exemption, but it is submitted that the first step towards removing these difliculties is to publish 
fully the extent and effect of the exemption. Accordingly, even if your Commission can make no 
other recommendation in tlus connection, I respectfully suggest that you recomnwnd thl' publication 
of up-to-date statistics affording the fullest information in this conneetion. Two pruct.icul dillieult.ies 
suggest themselves: First, the abolition of the exemption would be unpopular with tlw small 
landholders who benefit thereby, and, secondly, that the amount of fl•wnue collectable would not bt• 
worth the expense. As for the first objection, we reply that the small<"r owrwrs could be more than 
compensated by a corresponding remission of indirect tax<~s, but <•ven Wl'rc the <'Xt•mption I"<'duccd 
to the level of that provided for by the Land-tax Act of the Grl'y Government in !H7M three-fourths 
of the freeholders of tlus country would still be exempted from the land-tax, and we maintain that 
the large proprietors who benefit by the exemption are not small owners, and that they are well able 
to pay an extra £2 Is. 8d. per annum. As for the second objection, once we realize that the unimpro\·ed 
value is a community-created value and that as such it belongs to the community, no objection should 
stand in the way, but as a practical measure there is no reason why the local bodies should not be 
allowed to collect the tax below a certain level-say, to the extent of £500 unimproved value. The 
local bodies would be pleased to have the adrlitional revenue, and such a st<•p would make for healthy 
decentralization. Against the objections, allow me next to set out t.)w advantages which would 
certainly follow the abolition of the exemption. First, the cost of collection of the land-tax would 
be reduced, because the country already pays for valuing the exempt<•d land, and olearly the cost of 
valuation would remain unaltered if the exenrption wt•re abolislu•d. l'h:ondly, were there no 
exemption, no matter how the land of this country were subdivided, tlwre would be no loss of 
revenue. At present the exemption acts as a sieve through which there is certainly a serious annual 
loss. In this respect the effect of the exemption is not unlike that of the graduated land-tax. 

I come now to the mortgage-tax. As I have already stated, under the Act of l!l!ll mortgagm· 
and mortgagee were, in effect, ·treated as partners in the land mortgaged, and the former was permitted 
to deduct the amount of the mortgage from his taxable value, land-tax being payable by the mortgagee. 
'!'Ius system wa.• clearly inconsistent with the main prineiple of the land-tax-the exemption of 
improvPments, inasmuch as the mortgage was, aPd is, securt•d on t.he capit.al value of the land. 'rhis 
continued the law until 1916, lrowever, when the mortgagee was reheved altogether of the tux and was 
made liable to income-tax instead. Hence it is no abuse of lanb'tlllge to say that to the extent of the 
abolition of the mortgage-tax the land-tax ha.• been repealed. In this connection we stand by the 
provisions of the Land-tax Act of 1878, which took no CO!plizance of mortga~es at ~II. We hold that 
the position under the Act of 1891 was wrong because It mvolvcd the taxatiOn of Improvemcnt.s, but 
we are equally opposed to the change made in 1916, for the reason that it is pro tanto a repeal of 
the land-tax. We are decidedly of the opinion that the Land-tax Department should take no 
cognizance of mortgages whatever. 

It is hardly necessary to point out that the rating of mum proved valw•s by loc~tl bodies iK ••xuutly 
the same in principle as the levying of the land-tax for the purpoKes of gencml taxatwn, and hen• allow 
me to say that 36 per cent. of the local autlwrit.ies of t.his country arc now lev~i.ng their rates UIJon 
the unimproved value, and that. more than 50 per ce~t. of t)JC .horoul(h• do so.. 1 Ire sy~tem of raturg 
on w1improved valuetS is fully in n.ccord wtth ?ur VIews, for m that conr:cctw!I ~here .tH graduati~n, 
no exemption, and no mortgage-tax or exemptwn of mortgages. ~ou~ Co.mmisswn :OVIII t~us realize 
that we have in tlus system a criterion by which to compare our objective Ill connectiOn With general 
taxation. I proceed now to summarize our proposals :- . . 

(I.) We stand for an increase of the land-ta.x, but we do not seck to ~ncrease taxatiOn, and 
accordingly we desire the remission o! other taxation to the extent made possible by the mcrease of 
the land-tax. . . . . . . 

(2.) We favour the abolition of the exemptiOn, but, r<•gardmg tlus a.•. an ~Jtm~ate obj~ch~e, we 
maintain that the exemption should at least be modelled on that for winch Sir George Greys Act 
provided in 1878. . 

(3.) We favour the abolition of the graduated land-ta_x, and the lcvym!l of a flat land-tax, but 
subject always to the reservation we stand for no change mvolvmg a reductron of revenue from the 
land-tax. 
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(4.) We favour the levying of the land-tax on every owner witho~lt reference to mortgages. 
(5.) As for the income-tax, we oppose it on clear and un~mstakable prm.clples. The real and only 

legitimate function of capital is to co-operate w1th labour ~n the ~roductwn of wealth. Wh~t.;ver 
capital produces in the exercise of that function ?onstltutes tts earmnh"'• ~nd all taxes upon ?a1mnh~ 
are wrong in principle and inequ.itable and mJUrlous Ill practice.. There IS a fnndame~tal dtffere~lCC 
between capital employed in the production of wealt~ and cap~tal employed. merely Ill blocka~mg 
land inasmuch as in the one case it assists productwn, but Ill the other It reta_rds productiOn. 
Acco'rdingly, we hold that in the one case capital should be untaxed and productiOn enc?~raged, 
while in the other taxation should be so levied as to make monopoly an unprofitable propositiOn .. 

Before I pass to the benefit• of the land-tax I desire to express emphatic dissent from ~he darmg 
assertion that the ]and-tax is a class tax. It is significant that the persons who make tins reckless 
and untenable attack on the most equitable of all taxes advance no reasons i~ support tht•reof. In 
what sense can it fairly be called a class tax 1 Time was when we were mformed w1th ?rcary 
iteration that it was a- tax borne peculiarly by the farmer, but that statement was made With an 
audacious disregard of the facts. What arc the facts 1 Again I refer to parliamentary .raper B.-17A:, 
1907, from which we learn that there were at that date 82,951 owners of towri propcrttes and 3~,~7u 
owners of country properties. The slightest reflection will show, however~ that the real position 
cannot be shown by statistics and that the preponderance of town owners .Is eve~ greater. . Every
body knows that there is a great area of land contiguous to towns, but outside thetr bo~ndaries~ a.nd 
that such land, although technically rural land, is greatly enhanced in value by reason of tt' yro!'umty 
to centres of population. I have already pointed out-and we have just cause for ~omplamt 11_1 this 
connection-that the return I have alluded to has not been brought up to date, but m this partiCular 
connection we have recent and reliable information. The report of the Commission on Taxation, 
1922, tells us that the unimproved value of rural land is to that of urban land as 9 is to 7. That is 
to say, of the total unimproved value nine-sixteenths is that of rural land and seven-sixtet>nths that 
of urban land. Thus we find that nearly half the unimproved value of the land of this country 
attaches to lands in the cities and towns. This indisputable fact disposes conclusively of the 
assertion that the question of land-value taxation is one which peculiarly concerns farmers. Leaving 
urban land out of consideration for the moment, I have not the slightest doubt that if up-to-date 
statistics were available it would be found that, although the small holders greatly outnumber the 
large, if the test either of area or value be applied it would be found that by far ·the greater portion 
of our best country land is monopolized by an insignificant number of men. Some light is thrown on 
this fact by the Budget presented to the House of Representatives by Sir James Allen in August, 
1914. In a moment of injudicious candour Sir James Allen showed that the number of persons liable 
to pay graduated land-tax was 6,148-that is to say, only a few more than six thousand persons 
owned land of which the unimproved value exceeded £5,000. Though we have no statistical informa
tion on the point, I have no doubt"that the great majority of owners liable to pay graduated land-tax 
arc rural proprietors. Were the graduated land-tax abolished and a flat tax imposed, these would 
necessarily be still the largest contributors. It would be a daring inaccuracy, however, to regard 
these men as farmers-indeed, except for political purposes,. many of them would scorn the title. 
Nor need we go very far to find (a) that these are the people well able to pay taxation, and (b) that 
they ought to pay. Referring again to Sir James Allen's Budget of 1914, we find that the unimproved 
value of the land of New Zealand for the years 1908-9 was £161,324,000, bnt that in 1913-14 it had 
mounted up to £212,936,000, an increase of £51,612,000. When he framed his Budget Sir James 
Allen was in an unusually communicative mood, because he informed the House that half that 
accretion had benefited the 6,148 who were liable to graduated land-tax. Using round figures this 
works out as follows : £52,000,000 in five years equals £1,000,000 in five weeks, or £200,000 in one 
week, or £28,871 per day~ or nearly £1,200 per ho':'r, or £100 for every five minutes. On a 5-per
cent. basis thts means an mcreas~ of £5 every. five mmutes, or £1 per minute on the annual unimproved 
rental value of the land. This IS a commumty-created value-a public value Professor Marshall calls 
it; and surely it is a monstrous proposition that the men who revel in this enormous privilege should 
not pay additional taxation. 

I might quote further from this interesting Budget of Sir James Allen's. For example, it shows 
that the ummproved value of the land owned by the 6,148 persons liable to t,>Taduated tax equals the 
ummproved value of the land owned by 144,000 freeholders below the limit of £5,000, and three 
times as much as that of the land belonging to 110,000 freeholders under the limit of £500. The 
most cursory consid~ration of these figurea will convince any honest man that it is a monstrous thing 
to le.vy heavy taxatiOn on the landless masses of the people through the C11stom• while a small coterie 
of rtch men ~eve! m the monopoly of a practically untaxed privilege. Were the people in this 
country pernntted to have. access to the full facts by the provision of proper statistics the result 
~·ould be even more startl~ng. We do know that the unimproved value now amount•, in round 
figures,. to £330,000,000, an mcrease of £117,000,000 since 1914. Yet we find our wealthy landholders 
protestm~ that they are overtaxe~l. As for the advantages of the land-tax, they are pre-eminent 
and man.ifold and may be summanzed :- . 

. (I.) The tax is the easiest and cheapest to collect, because, as Adam Smith well says, the owner
ship of land can never be a secret. 

(_2.) The cost of valua~ion will ~!ways be the same whether we levy a tax of 1d., 2d., or whatever 
rate I~ the pound. Any mcre~se Ill the tax, therefore, will involve neither additional expense nor 
extensiOn of governmental functiOns. 
. (3.) Ev~ion is impossible, and hence a1~y increa.•e. in the tax cannot involve additional prosecu

tiOns for such breaches as constantly occur Ill connectiOn With the income-tax. 
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(4.) The ~x cannot_be passed on, becau.,e falling on idle land and used land a!ik.,, its tendency 
m~t. be to bnng land mto the market for use, with the incirlonta] advantage that it will reduce 
fictitiOus values and lessen mere speculation or trafficking in land. 

(5)_ It _must encourage production, (a) beca~se as it discou_rages the monopoly it must encourage 
the utilization of land, and (b) by makmg poss1 ble the reduction of other tax<•s which now hamp<•r 
the production of wealth. 

(6.) And most important. It asserts and secures the moral ri.,ht of everv nwmb<•r of t.Iw 
communitv to the land. " · 

Final(v, let me impress on the C<>mmission the desirability of laying the foundations as it were 
of a policy which will find expression in legislation not merely durin!! the coming s<•ssion of l'arlia· 
ment, but hereaf~er-.a policy capable of expansion as its benefits become appan•nt, such as Mr. Gla<l· 
stone foreca~~d m h1s great Budge~ of 1853. I know of nothing calculat<•d better to improve the 
general_condJtiOn of the yeople of th1s country than a reform in our system of taxation. We ask not 
for an. mc~ase Of ta~at10n, but for ~ readjustment in the direction of increasing the land-tax, and 
relllltting mcome-tax m part If you hke, but, above all things, indirect taxation. We maintain that 
some_thing more th~n m_ere fiscal potentialities is involved in the reform of our taxation system. May 
I pomt out one h1stonc example 1 In 1841 Sir Robert Peel assumed office ll.'l Prime Minister of 
England after a general election, as a result of which the majority of the House of Commons were 
ple~ged to retain the Corn Laws. In the face of acute public distress the Corn Laws were tempo· 
ranly suspended, and the benefits were at once experienced of cheap food. So strong did the tide 
of public opinion then run against their reimposition that repeal of the C<>rn Laws became inevitabl<•, 
and, speaking from his place in the House of Commons, Sir Robert Peel made the memorabl<· 
declaration that since the social condition of the people had improved by reason of the reduced cost 
of living, crime had so decreased and social contentment been so promoted that as an honest man he 
was compelled to confess to a change of opinion and policy. Principles do not change with the lapse 
of time, and I venture to urge upon this Commission that the policy I have hereinbefore endeavourerl 
to outline if applied in practice would (a) reduce the cost of living, (b) increase wages, and (c) promote 
the permanent peace and contentment of the population. Accordingly, wit.hout fear of contradiction 
I say that, although it may be a Radical proposition, it is in the best sense of the word Conservative. 

The Chairman.] We are much obliged to you indeed for the historical review you have given 
us of the whole subject of taxation, and also for the very lucid way in which you have put before 
us your views on the subject. Is there anything you would like to add !-What I would say in 
addition would be largely due to any suggestions I might get by way of interrogatories from the 
Commission. My impression was that Your Honour and the member. of the Commission would 
desire to ask questions arising out of my evidence in chief. 

Mr. Hunt.]·In Auckland we bad some evidence from two of the single-tax supporters-the 
Hon. Mr. Fowlds and Mr. Nightingale; but they went further than you have done. 'rlwy went to 
the extent of wishing to make a tax on land-values the sole tax and abolishing all other taxes. 
Do you go to that extent 1-I quite agree with that, but we do not propose to do it at one fell 
swoop. I do not think Mr. Fowlds proposes to do it at one fell swoop. But it is quite clear from 
my paper that that is the objective I have ultimately in view. 1'hat, however, is outside the order 
of reference of the Commission; and even if I had my will at the present moment to apply the 
principle that would ultimately lead to that objective I would not bring it into force at once. I 
would increase the land-tax and remit other taxation, and I am quite certain that after it had 
been in practiee for a while the benefits of it would be so apparent that public opinion would make 
it irresistible. I am quite willing to abide the judgment of public opinion. 

If you put all the tax on land, would it not have the effect of confiscating land fr~m i~ ~xisting 
owners and letting it back to them at a rental, and, where there were mortgages on 1t, Wlpmg out 
those mortgages !-To begin with, it is not correct to speak of it as a land-tax. It is a land-value 
tax. The phrase " land-tax" is apt to be misl~ading, be~ause it immedia~ely sugg~st;s the idea of 
a tax on ]and in proportion to 1ts area, ~hereas_lf you reali~e what ~be tax IS-that 1t IS a tax upo_n 
land-values-you will find at once that 1t applies to land Irrespective of a~e.a, and consequently 1t 
applies to cities and towns as well as to country lands. So:mu~h for the d_efirutwn. As for the further 
part of your question, in one sen_se ?f the ter'? all taxatiOn IS confiscatiOn, and you cannot have a 
more insidious confiscation than mdJrect taxatwn, which takes from the masses of the people who 
have no property far more than it puts into the Treasury, ~nd makes every busin~ss man,. ev_ery 
shopkeeper an unconscious tax-gatherer. We propose to abolish that system of legalized spoliatiOn, 
and we pr~pose to take for the communit>: what is a com'?unity-created value. We fail to see 
why, in putting an end to a public evil, we g~ve r1se to any cla1m of compensatiOn on the part of the 

landowner. · . . 1 d f · Th 1 
I will put to you a case. A man buys a ~arm-bu~ it leg~t~mate y an. pays or 1t. e v~ ue 

is fixed largely upon its producing-capacity, n?t m boom times but m normal t1mes. Say the producmg· 
capacity of the farm is £2,000 and th~ wor~mg-expenses are. £1,000 .. Th_at leaves £1,000 to C?Ver the 
owner's management and interest on h1s cap1tal. The producmg-capamty IS fixed not by the prwes that 
we can obtain in this country, but by the export values of farmers' products. The export. va]uM fix a 
man's income in this country. If you are ~oing to put the :ax on the land and nothmg else,. we 

·u s you make the tax £700 on his farm, just for arguments sake. That go..- on to the workmg· 
:~pe:?es, making £1,700. That wipes out_ the whole su'? that is available for interest, do..- it. not, and 
extinguishes his capital!-1 cannot adm1t your premJBM. I deny the first of your prer~nsea, that 
1 d · orth what you can get out of it. The best proof of the fallacy of your suggestiOn IS that the 
;e~pl~ :bo make most money out of land do nothing with it; the~ produce nothing _out of the land. 
I heard a man boasting ouly a few days ago that he had made .£1JOO and done notlung. He meant 
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that he had bought a piece of land, held it for a while, a~d sold it again. Of c~urse, he was co~fiscatin_g 
the earnings of other people in the form of law. That Is what we are ~p agamst. But I qmte adi_IUt 
that when we have a heavy enough taxation of lan~,values to make It u~profita?le to do anythmg 
with land except use it the selling-value of land will come dow~. I qmte admit that. What we 
call the capital val)le of land will ultimately di.sappear. ~and Will only have an annual _val~e. If 
you take the whole of the r~ntal value by taxatiOn, !and Will only have an annual value; It Will not 
have a selling-value. I admit that, and I do not shrmk from the consequences. 

The result of your scheme, then, would be to confiscate all the capital that has been invested 
in land or in mortgages on land, would it not !-It would bring the value of land down to bed-rock, 
and until you have proper taxation of land-values you will never get land down to bed-rock. 
According to statistics, the unimproved value of the land of this country at the present time is 
£330,000,000, I think. I have no hesitation in saying that that is largely a fictitious value, but you 
will never get rid of it until you have a heavy enough tax to stop speculation. 

Put it in another way. You have £5,000 and I have £5,000. I invest my £5,000 in land, and 
you invest your £5,000 in a drapery business. Is it fair that the State should collar my £5,000 and 
let you go free 1-I would have just as much complaint as you, because the drapery business is one 
of the greatest monopolies we have at the present moment in this country by reason of the Customs 
taxation; and as I would abolish Customs taxation in proportion as I taxed the land-values it 
would be a case of quits between us. The people at large would gain, because they would not have 
to pay spurious prices for their clothing. 

You would still have drapery. You might have a little more competition. But I would have 
nothing. I would be wiped out 1-We ought to have more competition, because the effect of the 
tariff is to protect these big importing firms from legitimate competition, and that is why they are 
in favour of a tariff. Of course, one would disappear with the other, and it would be a very good 
thing for the people. As far as compensating the landowner is concerned, I will be in favour of 
compensating him for taxing him when you, Mr. Hunt, are in favour of compensating brewers and 
publicans when you carry prohibition. 

All that I wanted was to make it quite clear that your views are the same as those of your 
Auckland friends !-Exactly. I think I can safely say we think alike. 

Mr. Shirwliffe.] I only want to try to see how this can be applied in practice. Taking the 
present unimproved value of the land at £330,000,000, which you think is in excess of its real 
value- 1-I think it is. 

And bearing in mind that the country has to raise some £20,000,000 in revenue, including the 
local rates, which comes to nearly 7! per cent. on the present unimproved values, what interest 
would that leave the farmer in his land 1 What encouragement would he have to improve his 
land 1-I consider that the very best encouragement the farmer can have is to have cheap land. 

But if he has to pay the whole of his income from that cheap land, what encouragement is 
there 1 As long as we have to raise £20,000,000, the cheaper the land becomes, the higher the rate 
will have to be 1-You are arguing the whole question now. 

I only want to see how your theory could be put into practice !-If you will refer to my evide{,ce 
in chief you will see that I have not raised the question. I do not desire to shirk it, of course, but 
what I am advocating is an increase of the land-tax, and I would prefer if you would keep your 
questions within the limits of my evidence in chief. I do not shrink from the greater issue. But 
you are assuming too much if you say that if the object I have in view were realized the cost of 
government would be the same as it is now. It would not be anything like it. Government would 
be enormously simplified and consequently cheapened. If all the revenue were derived from a tax 
upon land-values the cost of collection would not be any more than it is now. The cost of valuation 
remains constant. It is always the same. Whereas if you increase your income-tax or your Customs 
duties or add to the functions of government you are always adding to the expense of administration. 
So the whole surrounding circumstance.• have to be taken into consideration. But all I am advocating 
at present is an increased land-tax. We must limit ourselves to the practical. For instance I 
maintain that there is no reason why a man who has £2,000 worth of land should be allowed' an 
exemption of £250, and I say that no injustice would be done, but a great deal of revenue would 
be received, if that exemption were abolished. I say that there ·is no reason why there should be 
a £500 exemption, and there is no reason why that exemption should not be abolished, nor why a man 
who has £1,500 worth of land should not be called upon to pay £2 ls. Sd. additional to what he is 
paying now. I am limiting myself to practical questions. 

I will try and confine myself to your statement that the land-tax should be increased. Supposing 
that land-tax were increased by 20 or 50 per cent. or whatever you like-1-Twopence in the 
pound is barely l per cent. · 

We have had numerous cases ,before us, and it is a matter of common knowledge, that land-tax 
during one or two recent years has had to be paid out of capital. The land has not produced the 
tax !-That is because the Government of the country has gone into the wholesale money,lending 
bu.•iness and by borrowin~ cheap money for the country has inflated the value of land, and that has 
encouraged pe9ple to buy more land than they can utilize. 

It does not reduce the productivity !-It paralyses the productivity of the land, because people 
~hink they can make more out of it by speen!ati~g than. by using_ it. I will undertake to say that 
If the landholder generally had been content to stiCk to his land Without mortgaging and speculating 
he would not be up against it. But the primary responsibility is with the Government-the public 
if you like- for lending cheap money. It will end up, of course, at a dead end, sooner or later with 
a slump. I look upon the mortgaging of land as a great evil, and in that I am supported by the 
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greatest !ll1ancier that ever was~the late William Ewart Gladstone. He looked upon mortgaging 
as an evil, to be resorted to only in cases of grave necessity. But we have made it a part of the 
day's work, and even the Government have gone into it. 

A good thing for the lawy~rs. ~-We lawJ:'ers. ar~ accustomed to jibes at our profession, but 
lawyers cannot take the responsibility for begm~ng 1t. I would point out to you that I was a 
member of .th~ ·House of !lepresentat1ve~ at .the time and voted against tho cheap-money scheme on 
the very prm01ples on which I am opposmg 1t now. But it was a very modest thing then to what it 
~as. b~come since. Loans . were limited to £2,500, and were confined to country lands. Those 
lim1tatwns have been abolished, those responsible forgetting that cheap money means dear }and 
Cheap land is much more important than cheap money. · 

I consider a cheap-money scheme for the farmers a good thing if the farmers have sufficient 
chance to take it, .but if you take the ·whole of the revenue to pay for the government of the country 
-- ?-But we will h~ve no revenue .at all. The great majority of the people owning land arc n~t 
farmers at all. There IS a. man who sold 4 acres of land within gunshot of this city recently, and who 
cleaned up £14,000. He 1s not a farmer. That 1s what we want to stop. That is what is causing 
the h?nsing problem .. we want a remedy fo~ .that sort of thing, but~· !ong as you have a powerful 
class m the country, With newspapers and poht101ans to back them up, 1t IS hard to stop it. 

Let us for a moment take the wider view of the taxation question generally. You suggest in 
theory that the l~nd s.hould bear the whole of the taxation, although you are not suggesting it for the 
moment. Bear m mmd that qmte half the population and more-about 60 per cent.-is in the 
towns ?-Yes. 

And they have to live ; they are supported by the product.• of the land ?-No doubt. 
And they make their living either directly or indirectly out of the land ?-That is right. 
Do you suggest that they ought not to bear their proportion of taxation ?-Certainly they should, 

and they will bear their share of taxation, becau•e the most valuable land in New Zealand is in tho 
towns .• They have been selling land in Auckland for £1,300 a foot and in Wellington for £1,600 a foot. 

But there are many men who have no land except that on which their homes arc built ?-My 
proposition is that the men who earn salaries, or rather" wages" as it is in political economy, Rhould 
have the full products of their earnings, and that tllere should be no tax upon their earnings. 

Would not the farmer pay tax ?-But the farmer is in the minority of tho people in the country. 
The landowners of the country generally would he paying the whole of the taxation of the 

country ?-Quite so. . 
And therefore would they not only be paying the taxation for themselves, but also for all the wages· 

men in the country ?-And so they ought to, because it is the presence of the people in the country 
that makes their land worth having. Every child born adds to the value of the land, and every child 
bas as much right to live as the farmer. One man is as good as another. The landowner is only 
returning to the community something for the privilege of holding the land. 

But how".''uld land-values increase at all?-They would not increase aB they are increasing now. 
Land-values ~:ill increase as the people increase in number. If land is worth more to-day than when 
Captain Cook disc.overed the country in 1769 it is because there are a million people in the country 
to-day who were not here then. It is a people-value, the unimproved value. If " mine " and "thine," 
then "ours." The proper test of taxation is "Where did you get it! " I have not read all the 
evidence you have taken, but the .bulk of your b~iness men, so fa~ as the complaints about the 
income-tax is concerned, are really m favour of the mcome-tax as agamst the land-tax, first because 
they can evade it, and secondly becau•e they .can pass it on. .But they can do neither with the land· 
tax. There is a much stronger undercurrent m favour of the mcomc-tax. 

Do you sav there is no weight in the argument that the individual should pay towards the 
government of the country ~ccordi.ng to his ability 1-I think there is a good deal. of weight in it. If 
you come to follow it out to 1ts log~cal conclusiOn you wJII find that the speculator 1s the man best able 
to pay tax according to ability. I accept that stand. 

Then, as a corollary to that you could not limit the taxation 1-I myself pay both land and 
income tax and I trust I will never be mean enough to say that the men who have no property should 
pay my ta~. But I think the income-tax is an unfair tax and that the land-tax is muoh better. It 
sounds plausible to say that a man should pay taxation on his income, ~ut you do not ~ake a ditfcrene< 
between a man who gets an income a?d tl.'e man :who does n?t get a~ mcom~ out of h1s land, 

But the man who keeps his land Idle IS penahzed ?-He 18 pcnahzcd dunng a land boom. 
That is so, Mr. Clark, is it not 1 . . , . . 
Mr. Glarlc: No, not necessarily. A man m1ght hold 1mprovcd land 1dly, proVIded he puts £1 an 

acre on to it in improvements. . . 
Mr. Begg.] I may say, 1\h. O'Regan, that :W" arc m agreement on som~ pomts, but there are o~e 

two points upon which I would like some hght. You refer to commumty-crcated value; that 1s or h . . 
your justification for the land-tax 1-T at 1s so. 

What are the factors that make land val~ablc in New Zealand to-day ?-The presence of ~cople. 
Every addition to the population, every child that IS born, adds. ~~Inc to land. The making. of 
railways or other public w'?rkB? the impr?vemcnt of roads, the faCJhtws. for motor traffic, anything 
that will facilitate commumcatwn-all th1s makes for the welfare of somety and adds to the rental 

value of land. . h b k 1 
It may do so ?-It does necessarily do so. The land speculator R ows t. at he no~s t 1at, 

because immediately a railway is mapped out he gets m early, so as to get the Improved pncc that 
that railway will cause. , . . . 

Is it not quite conceivable that populati~n nnght mcrease by 50 ~r cent: and yet, OWing to the 
world's prices for butterfat decreasing, the urumprovcd value of land nught senously dccrelllle here ?-

30-B. 5. 
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Th ars to be something in that at first sight, but still the fact remains that according to 
sta'ti~ti::;'~~e greatest accretion in unimproved value is in the cities and towns. I do not thmk_ there 
are any statistics showing the area of boroughs and that of country land, b'.'t the country land m the 
D · · •- to 66 000 000 acres There is a far greater proportion of mcrement m the town and 

onurnon amoun"' , • · · h t dd to th 1 f city areas, showing that it is the demand of the people for breathing-space t a a s e va ue o 

landp d me it has not shown it yet; is it not a fact that the big rise in unimproved value of land 
in Ne:r Z:,~land was caused by the invention of refrigeration, and not by the people 1-I have no 
doubt that the discovery of refrigeration was a very powerful ~actor. . . . 

Th t as not an increased value created by the commumty here !-My 1dea 1s that the mcrease 
a w "b . f of population is the primary cause and the other factors are contn uting actors. 

If refrigeration were blotted out, what would be the unimprov~d value of land ! In Ne": Z:aland 
it has t;tot been created by this community, but by the commum~y elsewh~re !-Well, stat1_sti?' are 
there to show that what I say is correct, that the greatest accretion of ummproved value 1s m the 
large centres of population. . 

But they are dependent upon the rural lands of this country !-No doubt, _and the same apphes 
in every country, and that is why I join issue with the people who stir up stnfe between town and 
country. . 

So that as refrigeration has put a great increase on rural values, and mt:r values_ depend upon 
them, refrigeration was the cause of ~he rise in both !-No doubt, but it still remams a publici~· 
created value which the people have a nght to. 

The people that caused the increased values have not the right to it !-Well, to whom do you 
ascribe the right to the benefits of refrigeration ! . 

The people who devised it. But is it not obvious that the present unimproved value of land m 
New Zealand was not entirely created by the community !-It depends upon what you mean ?Y 
"the community," because, after all, the refrigerating machinery would not have been worth wlnle 
if it had not improved the lot of the people as well a.• increased the unimproved value of the land. 

In other words, the people came where the good thing was 1-I venture to say tha~ we_ can go 
further back, and say that the ·goldfields were the primary cause of the influx of populatwn mto the 
country, but if there had never been any goldfields, nor refrigeration, New Zealand would sttfl have 
become a greater country than it was before. 

But the present position of the unimproved value of land in New Zealand is due to outside 
factors !-To a large extent. . 

Now, in the days you speak of in this most interesting historical sketch, the whole burden of 
taxation was thrown on land, because in those days land was the principal form of wealth !-Of 
course, but how can land be wealth without being produced 1 You commercial men speak of the 
production of wealth, but land is the raw material out of which wealth is produced. I am now 
speaking with politico-economic exactitude. 

But the rich men of those days were the landowners !-No doubt. 
But since the inception of the industrial era the forms of wealth have changed altogether !-No 

doubt; manufactures and commerce are largely of modern growth. 
And the rich men of to-day are not necessarily landowners !-But, still, in the olden days you 

speak of you had nothing like the aggregation of human beings in the cities you have to-day, and it 
is in the cities that the need for corrective taxation is most strongly exemplified. 

But is it not conceivable that there has been a great change in the forms of wealth !-Yes, in the 
social conditions. The principle is proved by historical continuity. The most correct way of 
studying anything is by the historical method. 

But dealing with facts, down in Otago a large part of the land has not been alienated. The State 
nominally co_llects the rental value to-day and always has done. If your theory is correct, that land 
should have mcreased enormously in value, and should now be of grMt value to the State !-No · I am 
not ag:-inst pr_ivate enterprise. I am not in favour of the State leasing land and managing it. I ~m not 
at vanance wtth the freehold tenure. I would rather have one uniform tenure. I am not an advocate 
of the wholesale extension of State functions. 

What is the difference, in your opinion, between a Government lease and a Government 
appraisement of the unimproved value every two, five, or ten years !-There is~ very great difference. 
Mter :>ll, _the leases we haye. at the present time are only dealings in land. There is just as much 
gambling m leases as there 1s m freeholds. The speculator is just as glad to get hold of a lease as he is 
to get hoi~ of a freehold.. On paper it is different but in practice it is nominal. The Land Act of 1892 
and the_ D1sc_harged Soldiers Settlement Act of 1916 contain what look like the most drastic restriction 
upon alienation, but, all the same, transfers of lands under those Acts are frequently effected with the 
consent of the Land Board or the consent of the Minister. The consent of the Land Board and the 
consent of the Minister are never withheld. Half the time of the Land Board is taken up in approving 
such trans~ers. It woul~ ~e much better if this were done away with. 

That ~s a gre~t admissiOn to get fro~ you, Mr. O'Regan 1-I am opposed to this multitude of 
leases, for m praettce they have all ~he evtls and none of the virtues of the freehold system. I do not 
s~y that I ~ave alw~ys held_ those vt_ews_. but one matures his views as one gets older. If I come to a 
different pomt of vtew I wtll unhes1tatmgly make the admission. 

I am glad to hear you make it. You have confirmed my belief. You believe in the freehold 
but that t?e Govern_ment should retain to itself the actual unimproved value !-Yes. ' 
, . H_ow IS tha~ different from a lease 1 ?'hat would b~ reappraised presumably !-Yes ; the 
penodical valuatio~ that Mr. Clark has made 1s the same thmg as the appraisement of a lease only 
at more frequent mtervals. ' 
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That is, the rent of the occupier wonld go up !-There is no doubt that when it comes down to 
bed-rock, the tax on land is not a tax at all, it is rent. 

Tha_t is _what the Government has been collecting from the lands in Otago-rent. There hilS been 
~pecnlatwn ;n those leases, an~ ":onld not there be specnlation under your system !-The speculator 
1s dead agamst us and our prmmples. 

. Speculation is simply a matter of scenting out a good thing, and there will be that wherever land 
exists 1-No doubt, as long as the public will allow their land to be trafficked in 

But if you give ~ man the _freehold he will be at liberty to sell and sell ag~in !-But thoro will 
not be much specnlat!Ve value If you make your land-tax heavier. 

But the Government will not make the land-tax heavier than rent 1-Do I understand that the 
rent collected in Otago represents the full value of that land 1 
. The Governmen~ thinks it does !-But I say the Government is wrong. The very fact that the 

lands are specnlated m shows that what the Government gets is not the full value of the land. I do 
not know what your leases are down there, but I speak of lellSes in perpetuity. There is as much 
speculation in leases as there is in freeholds. 

Then, you mentioned that the present values are fictitious !-Yes; that is the inevitable rcsnlt 
of a sy~tem that allows speculation in land. You must get fictitious values, and then you will have a 
depressiOn . 

. That means that the com!"uuity will get back from the speculators all it gave to them a little 
while ago 1-Not the community. There are some people who will benefit by that depression, and 
they are the very rich men who can stand a siege. They will buy up land in time of depression 
because they can afford to stand the siege, but the people who have nothing but their labour will suffer 
by it. 

They must benefit 1-If a man falls into a fainting-fit when he is undergoing an operation, that 
is nature's anresthetic. He avoids the shock beforehand. That is the case with the people owing to 
the present high ]and-values. These periods of depression are no good. 

Do you not think great care is required that you do not put him into a state of permanent 
coma 1-But my system will not put him into a state of permanent coma. It will give rise to a 
permanent period of prosperity. I do not invite you to agree with me, but I do invite you to 
endeavour to see where my arguments fail. 

I have read them with great interest, and there are points in them with which I agree !-Thank 
you. 

Mr. Shirtcliffe.] Has your system been tried in any country that you know of 1-I think I am 
correct in saying that there is not a single proposition there that has not been testen by experience, 
because if we go back to the beginning--

But I mean during modern times 1-When you speak of modern times, the facts of history speak 
for themselves. I have given indisputable facts of history to show you that what I say is true. Tho 
Long Parliament took steps to make it impossible for the state of things with which we are troubled, 
to come about. If we go back to the times of our Celtic and Teutonic ancestors, they always treated 
the land as public property. 

But we are living under different conditions !-Unfortunately, we are. 
Our conditions are di~rent to those that existed in prehistoric times 1-I am not speaking of 

prehistoric times. 
What I mean is, do you know of any country that during recent times-within, say, one hundred 

years-has adopted your system !-You should read about the Channel Islands in the "Statesman's 
Year-book." England has about 650 people to the square mile, while the Channel Islands have 1,300 
people to the square mile, and they are not o_vercrowded. . ~hey help to fee~, E!'gland. . 

What is their tenure 1-If you read Prince Kropotkin s work called Fields, Factones, and 
Workshops," you will see that the tenure in the Channel ~slands is described as the_ common law of 
Normandy. There is no Customs tax there except on wm_e. Where you get a simple sys~m of 
taxation you have a simple system of government. It IS only when you have a complicated 
system that you have difficnlties. . . 

· Mr. Clark : The people go to the_ Channel Islan~ In order to escape taxation. 
Witne.•s: That is so. But there IS not a propositiOn I have advanced that I am not prepared to 

justify by historical precedent. 

WELLINGTON, SATURDAY, 17TH MAY, 1924. 

HENRY DARGA VILLE BENNETT, Farmer and Mercha!'t, President of Wellington Chamber of Commerce, 
exammed. 

The Chairman.] You desire to place befor_e the Co~ission ce~in resolutions passed by the 
Wellington Chamber of Commerce on the questi~n of taxatiOn 1-Yes, sir.. . 

Then you have written a memorandum setting forth your personal VIews on the subJeCt !-That 

IS right. . . . . h th I t" f th Will you read, first of all, the letter you have wntten m connectiOn Wit e reso u Ions o e 
Chamber of Commerce !-It is as follows :-

Memoran&um for Taxation Commission, May, 1924 . 
. On behalf of the Wellington Chamber of Co_mmerce I ~m directed to put before. the Taxati_on 

Commission the resolutions as attached as indicative of the VIews held by the commerCial commumty 
of Wellington on the question of taxation. 
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The resolutions deal with general principles, and are submitted as being of great ~oment to the 
business man as very directly affecting the progressiveness and success of such undertakmgs as he may 

be interested in. , , · 1 1 
Resolutions of similar nature have been before New Zealand Chambers of Commerce, part!CU ar Y 

· t and at their annual conferences the delegates from many Chambers throughout New 
m recen years, . . d d h d · ·ts · "d 
Zealand have been unanimous in their support of taxatiOn bcmg lcssene an c ange 111 1 IDCl cnce. 
Commerce has had to bear a chai·ge that presses hea.vily upon the. full development of t~e resou~ces 
of trading firms, and heavy taxation results in reducmg the potential capactty of the capital makmg 

the business. f h As · · f N 
The resolutions now submitted were adopted at the Annual Conference o t e. somatwn o ew 

Zealand Chambers of Commerce held in Auckland in November, 1923, and h:-ve smce been reaffir~ed 
by the Wellington Chamber of Commerce, an_d are now for~arded so t~at m. your recommenda~IOns 
as to revision of the existing scheme of taxatiOn you may g.ve due consideratiOn to these resolutiOns. 

Wellington Chamber of Commerce.-Resoluti<ms re Taxation, May, 1924. 
MUNICIPAL AND GOVERNMENT '!'HADING. 

(a.) That the freedom fro~ taxation and rating _ei~joyed b~ institutions _controlled by the ~tate 
and local bodies, thus confernng advantages over smular trading conce~ns m the hands of pnvate 
citizens, is improper, and it is the opinion of this Conference that all busmesses should be placed on 
an equality of footing, and that it should be obligatory that an ~nnual balance-sheet relatmg to each 
such enterprise be published, and that all lauds owned by local bodws and leased for revenue to persons, 
firms, or companies should be subject to land-tax in the same manner as P'":vate owners. . . 

(b.) That income-tax, equivalent approximately to the average rate paid by comparues, be pa.Id 
by all public bodies and Government trading and publicly owned utility undertakings_, and the tax 
arrived at by assuming income based on a fi_xed percentage of the total amount of capttal employed. 

INCIDENCE OF INCOME-TAX. 

That the Government be urged to relieve the present unfairly imposed burden upon the general 
taxpayer by altering the incidence of income-tax in accordance with the recommendation of the 1922 
Taxation Committee,-

(a.) By the inclusion of dividends in shareholders' individual assessments instead of a levy upon 
the total income of registered companies. 

(b.) By providing that taxation upon income derived from debenture securities be the same as 
that from mortgages. 

GRADUATED LAND-TAX AS APPLIED TO CITY BUSINESS PROPERTIES. 

That this Chamber is of opinion that it is inequitable that the graduated principle, intended to 
discourage the aggregation of country lands, should bo applied to city properties employed in the 
production of assessable income. 

That is the statement from the Chamber of Commerce. 
The Chairman.] Will you now please read the statement setting out your own views 1-Yes. 
I desire to give evidence of a general nature regarding taxation in this country, but make no 

pretence at being an expert or even knowing a great deal about such an intricate subject. I have, 
ho~ey~r, ~a~ personal experiences, and it ~s mostly_ on these that I desire to express opinions. lily 
actlVIt:tes m life have taken me through vaned expenences. I am at present farming in rather a large 
way in the central district of the North Island, employing constantly three or four plough teams, and 
employing many hands. I have been managing director of a freezing company, and for some ten 
years similarly directed the affairs of a co-operative dairy company. On the mercantile side, I own 
the largest and the olde~t est~blishe~ generd retail business in one of our larger country towns, and 
~or some years ~ad retail ?usmesses Ill Wellmgton. I have also had practical managerial experience 
m the motor busmess and m theatres. I can speak of the experience most farmers had durin« the war 
slump, and have rather bitter experiences of the failure of financial institutions, Govemment a~d other
wise, to come to the assistance of the primary producers of this country. This failure it is claimed 
is partly due to heavy taxation and its incidence. I consider- that the whole tax~tion outfit i~ 
inequitable and requires remodelling. Let us examine the following table :- . 

Percentages of the total exports of New Zealand supplied by the main industries (vide 1924 Year
book):-

1903. 1913. 1920. 1921. 1922. 

Per Cent. Per Cent. Per Cent. Per Cent. Per Cent. 
Pastoral .. . - .. . . 67-1 80·6 91-1 93·3 91·3 
Agricultural .. . . . . . . fj 1·2 1•2 1-1 2·3 

72·1 81·8 92·3 94-4 93·6 
Forest . . .. . . . . 5·9 3·8 2·8 2 2·6 
Mining .. . - .. . . 15·1 7·8 2-4 1·9 2 
Other .. . . . . . . 6·9 6·6 2·5 1·7 1·8 

100·0 100·0 100·0 100·0 100·0 
-



H. D. BENNETT.] 237 B.-5. 

. J;'ote . the i~portai!'~ . of the ~rst two items. Having had experience on both sides of our 
pnnCipal mdnstnal a~tivitlcs, farnung and commercial, I have no heHitation in saying that we am 
on the wrong track With our pres~nt system of taXIng the pro?uccr whether he makes a profit or not. 
Our exports are what we as a nation live on. We depend on It as a m<•ans of payin" intcre•t on civil 
loans! .war and battleship loans. 'fhc table instanced above clearly indicates n t<•ndt•Iwy for the 
Donuruon to rely ~ore and more upon the pastoral industry for her main exports, and the four main 
pro~ucts of that mdnstry-;-wool, frozen .meat, butter, and cheese-provide an ever-increasing pro· 
portion of the total quantity ?f goods shipped overseas. We have little or no "invisible exports." 
These figures, after all, _only give our exportable _surplus, and the country's production is very much 
greater to ~llo_w for t~e mternal demand. Our pnma~Y: production is becoming increasingly important, 
an_d .the~e IS little eVIdence to-day of any other possibility. Every encouragement should be given to 
th1~ mam source of wealth, as all other enterpnses arc tending to become subsidiary and mlatively 
Ulllmportant. Any encouragement, however small, to our primary industries must in the long-run 
paY: us handso'l!-ely, as these indnstries are well past being experimental, ·and a Government sliould 
hesitate before It embarks large sums upon any Utopian scheme when it hus such a safe investment 
in assisting the primary producer. Any sums lost in isolated instances are going to be greatly exceeded 
by the total progressive development of the Dominion that will be ensured, and no one can deny we 
are yet a Ion~ way from our maximum productiveness. The assistance so given the primary producer 
mnst reflect Itself through the whole community, and all classes would benefit in the prosperity. 

And yet what is this country doing to foster its bread-and-butter industry and to assist tho 
men who contribute to its success! Did the tax-collector recognize them 1 Did our financial 
institutions come to their rescue ! Did Government Departments receive authority to fill the 
vacancies created by the run-away banking and financial institutions ! No. 

The financial organizations which lend monq to the farmer ar<• banks, stock and station ll)(<'llt.<, 
Advances to Settlers Office, Public Trust Office, insurance offices, invost.ment compnni<•s. Of tll<'sc 
the Government Advances Office and the Public Trust Office do not pay land-tax. It would be reason. 
able to suppose that these two offices having a paternal Govemment behind them could be relied 
upon to direct capital to the use of the producer. On personal experience, the Public TrtlHt Ollice 
must be written off as a factor in this connection. That Office is apparently engaged solely in tho 
interests of depositors. With regard to the Advances to Settlers Office it is to be regretted that the 
funds of this Office are not made wholly available as the name of the Office indicates. Why not 
make it a real advances to settlers! Farn1ers have a right to look to this Office for advances on at 
least equal margins as is sought by stock and station agunts. Tho fact is that a very considerable 
portion of the Govemment funds--i.e., nationally borrowed money us advances to settlers-is stored 
away in town and city securities- channels much more to the liking of bankers, trust offices, ami 
others. A fact in our national development that many are apt to overlook is the a.<sct this colllltry 
has in the existence of the large stock and station agents with their branches throughout the country. 
These were the people who were responsible for avoiding a national crush. But company-taxation 
of two or three years ago nearly crippled them. These companies have drawn on their r<•sourccs to 
the extent of 25 millions of money, every pound of which is working hard making the wherewithal 
for the national breakfast-table. Their money is not in motor-cars or picture-theatres. More than 
that, it should be said that their money is at the struggling end of the business. Banks are willing 
enough to take up t.hese accounts when the client can make the busin<"ss suituble to banking con· 
ditions. The point is that banks cannot do this class of business. One of the trugedi<'s of our 
community life, apparent to any one who will think but for a moment, i• the abuse made of our 
national financial resources. One marvels at the lack of overhead control. Farmers plcud in vnin 
for finance to assist in growing more fodder, cereals, or turnips, but the banks tum a denf ear unle•s 
the gilt-edge security is available. But ask them for tens of thonsands for despatch to America on 
letters of credit or for latge blocks of money for ptcture-theatrcs, and fund• seem to be nvatlable. 
Why this indiff;rence to our real estate, to our common source of w~al~h ¥ Again-taxation. Th" 
State has fairly "smacked up" the man on the land by the pre•ent mctdencc of taxatwn. He and 
his despised propertv ie of no use. The man who should, for the b1gger reasonM, have money placed 
at his feet is shunne'd bv the financier. Yet we pretend to be nationally concerned when our export 

. figures indicate sluggishness. Let ns apply ourselves to the. business of developing ~ur country. 
Let the Taxation Commission recommend that taxatiOn be so <hrect"d as to offer attractive channels 
to the soil. Our present policy in taxation is to divert money for preference to the coffers of 
municipal and other public bodies, there to be u.<ed for all sorts of more or less extravagances. No 
one cares for the man on the land. Even the city worker with his forty-four-hour week despises the 
farm man who makes that labour possible. 1'he remedy 1 Let the producer have the capital. he 
wants, and ask him to pay only on the basis that every other man should yay on-:namely, accordmg 
to his eamings. Our production is a nati?n.al matter, so. th~ State Hhould liberalize Its State Advances 
Offices. Let the banks replace that Offices mvestments m ctty or town properties and m~ke the money 
available for development. Let the miners, foresters, and other wealth-producers share m the benefits 
of an equitable redirection of finance. Let the S~te Advances. Oflice ~a!k to the farmer, not perhal?s 
on the full 95 per cent. basis as is allowed for bmldm~ houses m the c1tws, but with _the •amc senti· 

t Then watch the indicator go up ! At present It IS £50,000,000, then upwards It Will assuredly 
men · · 'll I I t 1 H · and rapidly go. Who can say for how long we m~S wait.ti we tone 1 t w ccn ury .. avmg now 
said 80 much generally for the cause of the farmer It rcmams for me to express an opmwn on taxcH 

directly affecting him. . . . 
Before discnssing specifically the merits or dements ~f any form of ~xatwn I Wtsh to say that, 

· ·u1· on it would be very unwise to bring about vwlent changes Ill the mctdence of taxatiOn. 
m my opi , · 1 1 · d' · Tl t te 0 inions that I shall express later on are subject a ways to t ns con .Ition. IC prcscn sys m, 
s/read as it has been over a long period, bas brought about a general adjustment of values as rclukd 
to taxation. · 
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Grruluated Land-tax was intended for a specific purpose. Th~ idea h~ been given ample time 
to prove itself. If the idea was good it must have effec~d all pos.<nble practiCal _results. If not, then 
the idea was a fallacy. Whichever is the case th~ ex_rernnent ha.• been tn~~ out and should now be 
abandoned. 1 see no good defence for the appheatwn of the system to mty areas. Much of. our 
!abour is employed by big firms requiring large bl~cks. ~oreo':e~, .encouragement. s!•ould be given 
to holders of capital for extensions of all kinds of mdustn~l. act! vi ties. On the. or1gmal purpose of 
graduated taxation, the breaking-up of large estates, my opmwn IS !hat a more direct method should 
be employed if big estates suitable for closer settlement are still extant. I won!~ _recommend 
facilities being provided so that any gro~p of would.-be s:ttlers may c.all for acqmsttiOn of such 
properties under similar terms to the provlSlons of a Fmanctal Act passed a few years ago. I there-
fore vote against the principle of graduated land-tax. . 

Flat Land-tax.-My opinion on this is, firstly, that no one should pay any direct tax unless out 
of profit. County and municipal rates are, of course, payable irrespective. of whether the.landow~er 
makes a profit or loses and this system cannot very well be altered. Let. this form of taxatiOn remam, 
if it must. All other taxes should be levied according to the annual capacity of the individual. 

Oompany-t=tion.-With the opinion I have already expressed it follows that I am not favourable 
to taxation on companies as at present levied, and that companies should he a.'"essed only on un
rlivided profit.- or amounts carried to reserve. I am not unmindful of the obvious retort that a privat" 
trader paying full taxes cannot compete against a non-taxpaying company. Nor do I overlook 
circumstances connected with limited-liability concerns which carry sundry advantages. Nor can I 
ignore the necessities on the part of the Taxing Department. fu>venue must be obtained from some
where; and as any revolutionary change in the incidence would make for new difficulties it seems 
advisable to look for methods allowing of a gradual change. I would therefore recommend that if the 
Commission favours the principle of individual taxation as generally urged here that the process of 
change-over be taken over a period of two or three years, making the company-taxation one of a flat 
rate of, say, 2s. 6d. in the pound on distributable profits. In the meantime sueh returns to be added 
to the recipients' assessable income. This principle is adopted in other countries. A witness who 
has already appeared before the Commission is reported as having stated in his evidence the following 
in support of his contentions :-

Sourc·) of Incom~. Income. I Income·tax poid. 

------------------------~----------------------~----~£~--~--- £ 
Mr. Green 
Mr. Brown 
lllr. Black 
Mr. White 

Bank shares 
Land 
Profession .. 
Salary 

2.000 Nil. 
2,000 Nil. 
I ,000 54 
1.000 54 

This statement standing by itself gives quite a wrong impression. The Mr. Green whose income is 
£2,000 draws his revenue from a tax-free investment.. If such an investment was made, say, with Bank 
of New Zealand shares, the latest market quotations for which show an interest return of £5 2s., it 
follows that to receive £2,000 he must invest no less a sum than £39,215. If this money were 
invested in the best gilt-edged freehold securities the rates for which to-day are lit per cent. Green's 
income would be £2,548, or £548 more than he is taking now. It is, however, quite possible that 
Green's return is even less than that quoted for bank shares, in which case more capital would be 
required for the same return. Money is, in more than one way, like water, it finds its own level of 
values. In the second case Mr. Brown is taking his £2,000 a year from land. I presume this man 
is a farmer. It is hard to assess what capitalization to allow for farming activities these days, some 
say 5 per cent., others 10 per cent. Taking this case at 7! per cent., the capital required would be 
£26,667. Allowing a third of this for stock Brown's land-value would be £17,778; on this Brown 
would have to contribute £136 4s. 3d. to the State in land-tax. Brown as recently as last year also 
paid an additional £253 14s. 2d. by way of income-tax. 

Passing-on of Taus.-A good deal of misconception is generally in existence concerning this n1atter 
and many people conrlude, because of its apparent obviousness, that all traders pass on all taxes: 
Nothing of the sort. Speaking with over twenty years' experience of the retail trade I can say that 
that is not substantially the case. Competition in the retail trade comes strongest from the owner
worker with a small shop, whose affairs do not run him into big assessments. He is the man who 
bla~s the track of prices, and the bigger men have to follow. This is particularly the case in the 
retatl foodstuff stores. So much so is this the case that it is not now worth while running large retail 
grocery-shops as investment.• .. That trade is gradually falling into the hands of the worker-owner 
Generally speaking, the problem reduces itself down to the retailer sharing his profits with the Govern: 
ment. 

Oonclusions.-Summarized my views are as set out :--
.1 .. T~e general policy to be. considered by aut.horities in the application of all taxation is that 

the mdiVldual should pay according to the profit he ts making. 
2. That channels for the flow of money to the assistance of the producers of nearly 95 per cent 

of our output should be widened and the flow encouraged. · 
3. That land:~x as such be abolished and .be superseded in f~vour of a tax upon incomes. 
4 .. That muntmpal- or S~ate-controlled tradmg concerns when m competition with private traders 

be subJect to the same taxation. 
5. That anv radical reform in the incidence of taxation be effected gradually to allow of easier 

adjustments in relative values. 
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Mr. H~nt.] On page seven of your statement you make a comparison of the returns from bank 
shares and mvestment on mortgage. You set down the interest return on bank shares at £5 2.•. per 
cent. You wo~d not suggest, would you, that that is the only return an investor is looking for!
No. I am quoting there a set case where a man makes an investment in bank shares returning him 
£5 2s., and the capital required to purchase those shares. 

H you invested the £39,215 that you refer to here in bnnk shares and got £5 2s. per r<'nt. return, 
t~at return would not be all that you would be expecting from the bank, would it, becausll the 
history of ban~s an~ most succ:ess~ui compani~s has been that they build up considerable reserves 
and graduall~e1the~ 1.ncrease their diVIdends or mcrease the value of the shares !-That is quite true. 

So that m addition to the £5 2s. you would be hoping for some future bonus n.• well !-Up or 
down. Both sides apply. 

But t?at is the ge?eral expectation, is it n?t !-.We always expect the upward movement. We 
make our mvestments m. the hope that everything Will be ril(ht. There are cases, ns the farmer hns 
~onnd out, when everythmg goes wrong. You have an expectancy thnt the value of the shnres will 
Increase. 

J.!r. Weston.] With regard to passing on, your experience in the retail trade satisfies you that 
that IS grossly exaggerated !-Yes. It would be ridiculous for any one to suppose that all this 
taxation on the middleman, on the trader, is not passed on. I would not dare to say that. But 
substantially it is not passed on. 

Mr. Hunt.] You mean, where there is an owner working in competition !-Yes. 
But if a business was such that it could only be conducted by big concerns all paying the big tax, 

what would you say then !-li there is no competition the same argument docs not applv. But I 
do not know of any such case in the retail trade. · 

Not in the retail, but in other trades !-In the bigger ones. That depends upon the competition, 
but, generally speaking, capital is always lobking for an outlet, and if it were found that the busines• 
run by Messrs. Paterson and Co. and Levin and Co. and other people were such a.• to return them 
undue profits-greater profits than are available to capital invested elsewhere-in time tl111t capitu] 
would naturally come to compete against Paterson and Co. and these other people. It mu•t come, 
because we are all looking for profitable investments for our finance. 

H the business is such that it can only be operated by a large block of capital, that huge block 
of capital, when it comes into competition with another large block, bas to pay the same rate of tax I 
-Exactly. Where you find instances of large blocks of capital being required to carry on a busineRR, 
competition can only come from a similar concern, and in that case competition does not apply to the 
same extent. But conditions of that sort are not very prevalent in New i'..ealand. 

When you are making an investment it is the net return you look to, after taxes are paid !
Absolutely, every time. 

And if the return is not big enough to pay a high tax you look for Romething else !-The mon•·y 
is gradually withdrawn from that form of investment and directed t.o where you can g .. t a bil(l(t•r 
return. 

Mr. We.<ton.] Your opinion iR that all investments in the long-run t<md to return the •ame net 
profit, allowance being made for any difference in the commel'cial risk of the nndertaking !-That 
was in my mind when I said that capital finds it• own level. Like water, it tends to find its own 
level. If you try to hold it down by taxation or otherwise in one particular place it will bulge up in 
another place. 

That point was overlooked by the witness you refer to when he quoted thiR instance of Mr. White, 
:Mr. Black, Mr. Brown, and Mr. Green !-The witness wn.• justified in stating hi• case, but to give it 
any value he should have stated the othe~ side of the story. I have no point there. It •imply means 
that if you "et tltis £2,000 a year free of mcome-tax you have put your money mto a channel that lws 
already bee~ loaded down by taxation or otherwise, and the return from it iK that much less. 

Mr. Sliirtcliffe.] In your Chamber of Commerce statem~nt you quote ~ resoluti~n dealing ~ith 
debenture securities and the Chamber supports the suggestiOn that taxatiOn upon mcome derived 
from debenture securities be the same as that from mortgageR ?-Yes, that is the Chamber of Commerce 
resolution. 

You know that last year there was an alteration made in the tax on debenture•: it waH raiRN] 
to 4s. 6d. in the pound !-Yes. 

But that was to apply only to future issues !-Y e.•. 
Of course, the great bulk of the money that is at present borrowed and lent on debenture securi

ties was borrowed and lent prior to last year ?-Yes. 
And is only subject to the old rates of taxation-namely, 2s. 6d. in the pound with reRpect to 

local bodies, and 3s. with respect to companies l-Ye~. . . . 
Now in the event of the taxation· on debenture mterest bcmg raised to a level With that on 

income f;om mortgages, would you consider that the increase Rhould apply to all current debentures 1 
-That is to sav increasing the tax of 3s. up to 4s. 6d.! . 

Up to what~ver the rate may be ?-That, I am afraid, would be a. breach of contract. You 
gentlemen would have more evidence before you t~ ~nab!~ you to deal with that th~n. I would. It 
is a question on which I cannot express an equal opmwn With yours. On the face of It It would see~ 
to me as if you would be committing a breach of contract, and I doubt very much whether the pubhc 
would stand for it. 

you know that there are very large tax-free war loans !-Yes. . 
There was a distinct contract in regard to them 1-Yes, a contract, the same as With the deben-

tures. 
No !-Why not! 
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I want to suggest to you that whereas there was a distinct contr~ct_ bet.ween the Government 
and the lender as regards the tax-free war loans, there was not a SIDlllar. contract between the 
Government and the lenders of money on debentures, inasmuch as t~e taxatiOn on debentures was 
sub'ect to alteration from year to year, the same as any other ta.xatiOn. D~d not the lenders len~ 
the/r money with the knowledge that the tax on the debenture~ might be vaned from year to year . 
-That is quite true. What you say is that in the other case If was a straight-out contra_ct between 
the man and the Government. That cannot be broken. In the other cas~ you say t~ere. IS room for 
alteration without necessarily making it a breach of contract, because taxatiOn as taxatiOn IS an annual 
matter. That is your point. . . . . 

Yes !-To that extent you are quite right. There IS _a slight ri_sk taken there by the mvestor 
of the possibility of its being increased. But the man who mvested his money at th~ 2s. 6?. rate had 
it in the back of his head that that would be the rate he would get, but he was takmg a httle risk. 

In view of the risk, would you still consider it a breach of faith !-I thi~k so. . 
If I invest my money in a business I do it with the knowledge th~t the taxati~n may b~ mcreased. 

Why should there be a difference if I invest in a deb~nture !-That IS a very dehcate subJect. I am 
rather inclined to think it would be a breach of faith. 

You make reference in your own statement, I think, to the difficulty farmers have had in obtaining 
the necessary finance !-Yes. That is a very sore point with me. . 

Have there not been some very important contributing causes to that, apart from the questiOn 
of taxation altogether !-Yes. 

For example, have not large investing companies been attracted hy the tax-free war loans as 
giving them a gilt-edged security !-That is one of my complaints. . 

As against the uncertain security offered by farm lands during recent years !-That IS one of 
the reasons. Where was the Government all this time that it should allow this thing to happen ! 
That is my point. 

But the fact remains that those cheap war-loans have attracted a great deal of money that 
otherwise would probably have been invested in farmers' advances !-That is one of our difficulties 
to-day. 

Has there not been this other difficulty: that during boom years land went up to such tremendous 
price.• that it became dangerous, after the slump commenced, for lenders to advance money on land ! 
-Through the slump land properties as investments were not attractive, and no money was forth
coming for investments of that sort. But that was added to by the existing form of taxation ; and 
you must not forget that it was only as recently as last year that the income-tax on land was removed. 
Up to last year the farmer was suffering the double penalty, and that is the reason why farmers' loans 
were absolutely shunned by financiers. It is getting better now, with the removal of the income-tax 
from land. 

As land comes down to what I might call its producing-value there should not be the same difficulty 
in the farmer obtaining his accommodation !-There will not be; but the Government must see that 
there is a fair run in the way of providing channels for capital to flow in that direction, and not offer 
too many tax-free investments. 

I suppose that cheap money is not altogether an ultimate ad vantage to the country, is it !-No, 
it is not. 

Does it not lead to speculation 1-It has its reaction ; but this is the point I want to get at : 
here is the State Advances Office with a whole stock of our national funds. I will give a case in point. 
Some few years ago I personally had the last 300 acres of a big block of bush to fell, and I wanted the 
money to fell that bush so as to turn it into grass and produce revenue for the country. I applied 
to the State Advances Office for the money, and was turned down, because the security was not good 
enough for their money. I immediately asked the same Office for a similar sum to put into a town 
property, and I got it without any hesitation, and I built. The point is that that money, instead of 
going to fell that bush and provide wealth for the country, went into a town building. 

Does not that prove what I suggest-that there have not been the reasonable margins that a 
prudent man would accept during recent years on rural estate !-That is one of the contributing 
factors. The other is that capital has been trained to go into the wrong direction. I will give you 
another case. Quite recently I was interested in a matter in which a large block of money was 
wanted for industrial purposes-the development of land. We went to the banks, but there was 
no money at all forthcommg. Well, on the next dav three or four of us went to one of the banks 
and we got a yarcel ?f £40,000 to put into a picture:show. That is what hurts. There is plenty of 
money to go mto thmgs of that sort; plenty of money to send to America to pay for motor-cars, 
Yet the farmer is starving. 

What I want to get at is this: the reason why that £40,000 was not available for rural securities 
while it was available for the picture-show. Was it not because the rural securities did not offer 
such margin as a prudent man would accept !-Quite so. That is the reason. But what are the 
reasons for making them unattractive 1 

The slump in the _value of land !-And the misdirection of finance, no encouragement being given 
for the money to go mto the hands of the farmer. Encouragement is given for it to flow into too 
~any other channels, ?Y taxation a;td otherwise. That is why that £40',000 was not available for 
mdustry, _hut was avaii~ble for a p1cture-~how. That is the effect of our present system. 

But IS there not still a preference bemg shown for urban and suburban Recurities rather than 
rural lands, becau.•e it is felt that rural lands have not yet reached their proper value on a producing 
basis 1-Yes, that is quite true. 

That is really the cause of. the farmers being unable to obtain the necessary finance ?-That is 
one of the reasons. The other IS that the farmer to-day is not an attractive proposition. He is not 
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maki~g any capital.. He is_ not making any profits, and the bankers and other financial institutions 
see .his balance-shee~s come 1n and see that they are getting worse and worse, and when he wants more 
ca p1tal they shut h1m down. 

You suggest-and one can largely agree with you-that. the land-tax should be abandoned 1-Yes . 
. An~ th.at the farmer should be taxed only on his income !-Only on his inconw. Mind you, 1 

h~heve 1t Will be, ha:der for th~ farmer. In the aggregate he will have to pay more. I do not agree 
:mth lHr. Ma~sey s Vl~W. I believe that the farmer in the long-run will have to pay more. But that 
IS not the pomt. It IS a question of the equity of the thincr. 

He will only pay it out of profit 1-Yes, and pay notl~ng when there is no profit. 
You referred also to the graduated land-tax. You suggest that that slwuld be abolished !-Yes . 

. You do not thnk it advisable, ~n o~de~ to prevent reaggregation. that a graduatNl tax shoulcl 
he imposed ~ommencmg at a fa1rly h1gh hm1t 1-The problem can be subjected to a little compromise 
of that sort 1f you change 1t altogether and aim to improve on the original intention of imposing such 
a tax for the sole purpose of breaking up estates. My point is thut your present graduated system 
does not reach that poi.nt. 

We will assume for a moment that the original intention has been effected, that estate& have 
been broken up. To a large extent that is so 1-Yes. 

But there is always in the minds of the public the danger of reaggregation 1-Yes. 
Do you think that a graduated tax should be imposed in order to prevent such a possibility or 

to discourage it 1-I suggested in my communication that a more direct system should be ado];ted 
for the purpose of breaking up those estates, and that is that the Government should find out not 
only from its own officers but from requests made by private individuals, that such-and-su~h a 
property is too big to be held by one man, and that it is capable of being cut up for closer settlement, 
I suggest two ways of doing it. One is !<> allow the individuals of the community to make a sugg<'stion 
to the Government. A group of people would say to the Government, "That part.icular property 
is good enough for investment. There are ten of us willing to take it up " ; and then the Govern
ment would come in and find the finance for it. Or the Government Inspector himself might say 
that a property was good enough for cutting up, and it should then be broken up-not by any back
hand system of graduated tax, but actually the Government should come and break it up and put 
the settlers on it. I would prefer that way. But I see no objection to such an adjustment of the 
graduated tax as an alternative as you suggest. 

Having got that far, can you suggest where the line should be drawn between tlw smaller man 
who should be relieved of all land-tax and the large landholder-where the graduation should com
mence 1-0n values. I have not given that any consideration, but with the assistance of tho 
Commissioner of Taxes there should be no difficulty in arri,'ing at au equitable sum from which to 
start your graduated tax, if that is suggested as an alternative. I am not prepared to say just now 
what the figure should be, because it would vary according to the districts. It does not follow that 
your valuation gives you all the evidence you want. You must have a look at the property as well 
and generally take into consideration its proximity to markets and other factors. Those things have 
all to be considered before one can arrive at a decision as to what would be the amount to be fixed 
where a new graduated land-tax should begin. My point is that the present system should be abolished 
-altogether for preference; but I would be quite willing and glad to see an alternative proposal 
carried out, such as you suggest. M:y idea is that the more direct system should be employed
either getting a group of would-be settlers to make a declaration that they would like a certain 
property, or the Government themselves going through such places as yo~ might find in Hawke's 
Bay and saying, "Here is a property of 10,000 acres held by one man whwh would make ten nice 
farms for ten settlers." 

Do you not think there would be. a reluctance on the part a£ any group of settlers to come 
forward and put pressure on the Government to take away a man's property 1 Do you not think they 
would be reluctant to do that ?-No. Why should they be if the man is to be given a fair and 
equitable price for his property 1 I do not think that many honest settlers of the class I know 
would be reluctant to come forward and give the country a better output from a given 10,000 acres. 
The trouble is that there are so manv of these 10,000-acre blocks that should be carrying ten Sl'ttlers 
instead of one. In Hawke's Bay the-re are any number of good places held by families in which the 
land has been passed down. It is true the~ are p~ying the graduated tax, and they are able to do 
it· but in the interests of the country and m the mterests of closer settlement each of these 10,000-
~c~e blocks might easily be carrying ien families instead of one. 

With regard to the company-tax, you suggest. that th~ incidence should ~e shifted gradually 
rrom the company to the individual 1-Yes, and durmg the time that that stage IS bcmg reachf'd the 
office be given an opportunity to study the effect. 

Yon suggest half a crown in the pound as a flat tax, do. you not 1-Yes. . 
" That the process of change-over ?e taken over a penod of two or th~ee years, m~kmg the 

company-taxation a flat rate of 2s. 6d. m the pound on d1stnbutable profits Ill the meanhme, such 
returns to be added to the recipient's assessable inc?me." Would not that press very hardly upon 
,. very large number of comparatively small compames 1 I see by the return that I have here that 
altogether there were 2,130 taxable companies carrying on, the. total taxable income f~om which 
amounts to £8,000,000, but only twenty-five of those c?mpames proVIded a ~xable mcome of 
£.3,000,000-odd-nearly half the amount 1-So .the large ma1onty are small compames. . 

There were 314 companies that made an mcome of under £2,000 each; 182 made an meome of 
under £3,000 each ; and 106 made an income of less than £4,000 each ; and so on. There were only 
138 companies out of the total number that made over £10,000 each !-Yes. 

31-B. 5. 
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. Would not a flat rate of half a crown in the pound press very hardly on the _small company, 

ki · £1 0()() or £? 000 a year as compared w1th the larae company making £50,000 and 
rna ng, say, ' ~, ' " h' k f b . I I over !-The answer to that is that, first of all, no system that one can t In·. o can ever e consu ere< 

erfeet. But the immediate answer is that most of the srnalle~ co~1parues that you refer to are 
;uch companies as my own. I would appear there as a hnuted-habll1ty company, and yet I am an 
individual. It is mv business. . . 

Yes, but still 'the hardship would apply. B~oadly speakmg,_ would not a flat rate gwe. an 
enormous advantage to the big powerful compames, to the dctn~ent of the smaller compan_ws, 
which would have to pay the same flat rate on a very much smaller mcome !-:-Yes, but th_e ap~hca
tion of the half-crown rate is only in order steadily to bring you down to the Ideal_of t~e mdiv1dual 
recipient paying his tax and in order to avoid \~olent disturbances. lily suggest101_1 IS that fo~ a 
year or two you try out a basis of flat ta_xation on companies of h~lf a crown, ultimately. gettmg 
back to the individual. In connection With those smaller compames you Will find, I thmk, by 
examination that a very large proportion of those are indi,~duals. Take my own case. If my 
company were to pav the half-crown tax and the rest of the profit would come to me? ~ would be 
the only one concerned. The whole business is mine. It would be ~xactly the same as If It were an 
individual. But, as I say, you cannot find a perfect system m whwh you w1ll not be able to find 
anomalies. What we have got to do is to find the best system possible. 

Yon would prefer a flat rate rather than a modified graduated rate !-My suggestion of a flat rate 
is merely that it should operate during the period of transition from one system to the other. Do 
not break your system right off at once, but spread the change over a period of two or three years, 
and in the meantime, instead of letting the company go scot-free for that time, have a flat ~ate. Do 
not disturb the conditions at once. You must bring the change about gradually. Go nght back 
to the individual, but instead of doing it in one hit spread a flat rate over the next two or three 
years. 

There would be a considerable disturbance of values!-Wbatever this Commission may suggest, 
values must be disturbed. The present system is rotten, and it is time it was broken up. 

HERBERT DouGLAS VICKERY, Accountant, examined. 

The Chairman.] You have prepared a statement setting forth your views on the subject of 
taxation : will you read it to us, please !-Yes, my statement is as follows :-

1 have been a.•ked to give evidence before the Commission on the subject of direct taxation, and 
particularly in regard to company"taxation. In doing this I realize that it is easy to criticize the 
system in operation in New Zealand, or, indeed, to crticize the method of taxation in any country. 
The difficulty is to suggest a better method of practical application. I have no panacea to offer for 
the Dominion's taxation troubles. Theoretically it may be possible to evolve a scheme of taxing 
individual incomes on a perfectly eqnitable basis, yet the method might be hopeless as a practical 
measure. It is generally admitted that any taxation system which is to have the confidence of the 
people of a country should have the elements of comparative ease in collection, of equality among 
the same classes of taxpayers, certainty as to the amount to be collected, and, if it is to be a practical 
success, the tax imposed should be economical in collection and possess the element of' productivity. 
The system of income-taxation in New Zealand is not without it.• good points-it is compa1·atively 
simple in its operation, it possesses the element of being economical in collection as taxation is collect<•d 
at the source, and it seems further to have had the pr:1ctical success of having been productive. 
There bas been con•iderable improvement in land and income tax legislation in recent years, in 
particular in the provision permitting losses incurred in business to be set off against profits earned 
within the three following years, and in permitting the allowance, as a deduction from taxable income 
of any employer, of any amount set aside for superannuation benefit funds. 

The_ British Royal Com'l_lission on Incon.'e-ta~, !920,_ in empha.•izing the paramount importance 
of taxatiOn at the source, pomts out that this prmc1ple hes at the very root of the English system, 
and that 70 per cent. of the yield of the tax is collected at the point at which the incom~ arises. Its 
chief concern in this regard is to suggest methods by which taxpayers who are not liable to the full 
rate shall receive their refunds more promptly. On the other hand, the majority report of the Royal 
Commission on Taxation in Australia in 1921-22 was equally emphatic that it was desirable that the 
Commonwealth should retain the principle of taxing dividends to the shareholders. It is interesting 
to note that here are two Royal Commissions having entirely diverse opinions. In New Zealand we 
have practically no system for the adjustment of inclividuals' right• in collective income taxed at the 
source; nor have we devised a system which might alleviate the difficulties inherent in a method of 
taxation at the source if the practice of refunds be deemed inadvisable. 

The Application of the "Graduated System " to the [n<;omes of Cmnpanies.--There was little to 
complain of in the New Zealand system while incomes were tax••d at a flat rate for the same clnsses 
of income. It was the introduction of the graduated or progressive svstem of taxation which has 
been the ?is~urbing factor, and a g~od deal of ?issatisfaction has been expressed with the application 
of the prmCiple of graduated taxation to the mcomes of companies. Most of the older economist' 
condemned the graduated system in its application to income-tax. Many of them averred that it 
was equivalent to confiscation. Fro~ a strictly economic stanclpoint it is probably (.rue that all income 
should be taxed at the same proportionate rate, but a.• a practical i.ane. it is accepted by financiers of 
recent years that a system o~ graduation as applied to income-tax is jtL•tifiable. It is ba~ed upon the 
theory that the greater the mcome of a taxpayer the greater the sacrifice which he can make in the 
amolffit of his contribution to the revenue of the State. It really has a psychological aspect. But, 
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~o far as I can find, econ?~usts have dealt with the •):stem of 1,\raduation in its application to the 
~ncomes of mdividuals. lhe qut'stwn arises Is It eqmtable to Impose graduated taxation on the 
tncome~ of compames at. prog~e~">Ive rat~~s de_tA·rnunahie by the aggregatt• amount of income 1 No 
do~Ibt m law a ?orupany Is a d1stmct entity-It hns a corporate existence apart from its shareholders. 
If mco':'e-t:txatwn were Imposed at a flat rate little objection need be raised, hut., if t-ho income of 
compames IS .to be taxed at progress~ve rates, should not consideration be givt·n to the pcrct·ntngc 
return of the m?ome. on ~he actual capital employ"cl! ~s not tl1e bcsttrst of tl"' ability of 11 com puny 
to J>ny pro~essivc ~axahon the pc·.reentagc of return of weome on calJttal, und not merely the amount 
of Income trrespect1ve- of the capital employed 1 AIWruative methods have h<·<·n fillg'"('sted und I 
have cn~eavoured to deal with th.em on the principle sugg(•sh~d by Professor Hl~~tnhl~: "A 
present~tiO~ of the f~u]ts o.f one particular form of tax revwue is impressive, but should hl' qualifi<·d 
by considering the difficulties of any alternative method. In economics and finance we lmvc always 
to be on our guard against the 'fallacy of objections.'" It is a simple math•r to condemn tim prf'sent 
s~stem of taxing the inc~me of c•ompanies, but it would be exeef'dingly difficult to propound a Relwnw 
Without defect of some kmd or other. Further, it is necessary to bear in mind that n svstf'm of finnnec 
hns gro":n up round the presc~t schemo of taxat.ion, and that any alteration in syst<•m will Jmve 
far-re~clu~~ ~ffects _; any alteratiOn 111 method should have such outstanding advantages as• to outw(•igh 
any disabilities winch may result from the alteration. 

T~xat·ion o~ a Strictly Individual BaBis.-The company to remler return of income as at prt>st·nt, 
rendermg also !1st of shareholders and respective shareholdings. In his individual return of income 
each taxpayer will show his share interest in companies, and the Taxation Department will add to 
the. taxpayer's assessment a:r:t amount representing his proportionate inter1~.~t in the company's inronw. 
This system should be reasonable in cost of collection, and it ccrtainh· is not so involved "" the British 
system of refunds, and would have the added advantage of bringin£in a p:rPat Hwnv more tnXJIIt)'PrH. 
I believe that this method is the only strictly equitable system of taxation which ·would justify the 
taxation of all incomes on a graduated basis, inasmuch as all income of whatever kinrl could be tnx<•d 
to the individual. lf, however, such a scheme were put into operation it would be univerxally 
condemned, primarily on the grounds that the taxpayer would be ask<:d to pay income-tux, in part at 
any rate, on income which he had not received, and may never r<•ceive, but in which he, lli•Vf'rtlu•h•sH, 
certainly is interested to the extent of his proportionate sharcholding in any company, and finuneially 
by the increased value of his shares. The obvious deduction is that, althoul(h much h!U! b .. ,.n said 
in New Zealand about imposing income-taxation on an individual basis, and at progrcs..'\iVl' ratt·s 
according to a taxpayer's "ability to pay," if such a scheme were introduet:d I believe it would be 
considered tmacceptabie for the reason set out above. Neither in Great Britain nor in AuHtralin. docs 
individual taxation obtain. In both countries compromises are effected. In Great Britain u com puny 
is taxed at a standard rate, and the dividends received by shareholders arc adjustable subsequently 
in the individual assessments of shareholders; while in the Commonwealth of Australia a company 
is taxed at a flat rate on the profit• not distributed, and divid .. nds are taxN] to the sharPholder. In 
fact, the practice of Great Britain and Australia illn•trates that it has b"'" found impracticable to 
ignore taxing companies as separate entities-in part, at any rat<~. · 

The System in Operation in Great Britain.-'The compauy n~nderK fl•turllH mul pays incouw-tax at 
a standard rate (at present 4s. 6d. in the pound). Shareholders in their individual taxation r<•turns 
include dividends from companies, and are entitled to claim a.• a refund the difference between the 
tax payable at the appropriate rate on the individual in?ome and the tax payable at the rat<> paid by 
the company. This system ha..o:; the advantage of collecting tax at the Rourc<'-Le., from the company. 
The retention of this method has been stressed by succ('ssivc British Hoyal Commis~;ions on taxation. 
This method involves a system of rdunds ami complieat<•d adjustments whieh, if adopt<'d in New 
Zealand, would necessitate tlw employment of a much larger staff in the Taxation D,epartmcnt. It is 
very much more eXpf'nsivc in collection than the existing system. 'r~~~ difficulty which has arisen in 
connection with the adjustment of debenture-tax in New Zealand durmg the ,past few years would be 
ma~rnified if the system were extensively applied to incomc-tltx. The RYHtem involvrH cert.ificatol'H 
fr01';, company to shareholders as to dividends; claims for refund to Department; d~claration~ from 
many claimants a.• to amount of ineome ; p~yment of ~~funds: (As the .r~du~,d or adjustment IS o~ly 
as to dividends paid there is still the questiOn of the equahty of sacrifice . as between ~mpa_nws 
as to the tax on midistributcd portiOn of the profits. If the flat rate were a luglt one hardship nught 
be inflicted on small companies, or companies which earn pr~tits, but ~ot su~ciP~t to declare a 
dividend. A flat rate ignores the factor of the perccntag<• of rct.um on capital, wluch m the case of a 
company is the chief el~nwnt to consider in endeavouring to dctcrntine the " measure of its ability 
to a ") 

P /i.e System in the CommonweaU!t of Au~tralill.-Dividends declared by companies are not taxed 
to the company, but taxed to shareholders, the ?Dmpany paymg ~ax at ",flat rate (Is. 1~ tl_w po.und) 
on the balance of undistributNl profits. Both In Eng.land and Ill the .Comn~o.nwcalth It '!' evidc.nt 
there is no attempt to ignore the compan~ ~ltogcthe~ m the matter of tmpo"Ition of taxatwn. on 1!8 
income. In New Zealand the ~hare holders mtercstH m the mcome of a company arc not considered, 
and a company is taxed as a separate entity. 'fhe New Zenla~d system is not.only the simplest and 
the most econontical from the point of VI~W of <;<>st ~f collectiOn, and the avoidance of evasiOn, ~mt 
probably is relatively. the. most productive. 1he Commonw":alth .. system appears to be a fa!rlY 
satisfactory compronnse JUdged from the standpomt of bemg . a. ~!crab!~ appro~ch to JUSt 
distribution," but it is very far removed from a complete sy~tem of mdividuahstic ~xa~IOn. lt has, 
moreover, scriout~ shorteomin~s,_ whicl_I ha~•t• b('1~n the RUbji'Ct of HC'no~H c:on.tplumt 111 Awo~traha: 
(1.} Difficulty arises when a dividend '" pmd partly ~ut of current years profit• and partly out ~f 
previous year's profits, the previous year's profits haVIng already been taxed to the company. Th1s 



B.-5. 244 [H. D. VICKERY. 

makes necessary a system of refunds in respect of that portion o.f the divide':'d which has already 
borne taxation, being part of the undistributed profits of the .P";;v'ous yea~,whic~ were taxe_d to the 
company. It is necessary either to refund, the ~vl~ole of this tax-paid l_'OrtiOn of divtden~ or 
else permit adjustment in the shareliolder s mdJVIdual assessment. This situatiOn can~ot . be of 
uncommon occurrence, as companies frequently find it necessary to dra~ on the und1stnbu~d 
profits of a previous year to pay the usual dividend for the aurrent year; m fact, some compames 
have an account known as "Equalization of Dividends Reserve" for this spemfic purpos~. (2.) The 
Commissioner is given the power to decide whether a company ha~ dedared u sufficiently large 
dividend. This may be the cause of considerable trouble, and of acnmom~us d1~putes between the 
Commissioner and directors of companies, who will resent mterference m the exe~Cise of theu 
discretion as to what dividend should be deemed to be declared, and what proportiOn of profits 
carried forward. If there are few shareholders in a company, and their individual rates are fairly 
high, while the rates on the undis~ributed profits in the company are _at Is. in the P_OUnd, nat~rally 
a small dividend will be declared If use can be found for the und1stnbuted profits m the busmess. 
Or exactly the reverse position may arise : large dividends may be declared and the money paid 
back to the company in the form of addition to capital. (3.) The vexed question of bonus shares 
is raised, and it is linked up with the difficulties whieh arise under (2) above. Are bonus shares to 
be treated as income or as capital! I think it has been held in Australia that they arc capital. 
Under a system which permits of differential rating of the same income-i.e., a flat rate on 
undistributed profits and a progressive rate on di\~dends-it is very evident that quite a deal of 
manipulating can be indulged in by private companies, or by what are known in Australia as 
proprietary companies. . 

The difficulties that are apparent in almost every system of taxatiOn naturally prompt one to 
ask, is it not possible to improve our present system, which has many advantages, and yet overcome 
some of the difficulties which have arisen through the application of progressive taxation to the 
incomes of companies. It is this that prompts me to submit, for the consideration of the Commission, 
the proposal that the rate of tax applicable to the incomes of companies be based on the percentage 
of profit on the actual capital employed. 

I think also, before the present system is radically altered, the likely effect should be carefully 
considered. The present system of taxing companies has been in existence for many years, and a 
complete system of fiscal arrangements based on it has sprung up. If, for example, the Common
wealth system were adopted, on what basis would the dividends from preference shares be treated ? 
Usually a comparatively low rate of dividend has been paid on preference shares, the understanding 
and the implied contract being that they are to be tax-free. It would appear also that if an equivalent 
amount of taxation is to be raised in New Zealand the rates of taxation on incomes ranging from, 
say, £750 to £1,500 a year would have to be very high. The inclination of companies, when 
dividends are tax-free, would possibly be to pay a higher dividend to shareholders; but this matter 
would really be regulated by competition, and I am inclined to think that the tendency would be 
for the dividend gradually to decline to something approximating the former rate, and in consequence 
the aggregate fund available for taxation purposes would be reduced, and it would be necessary to 
impose a higher rate not only on individual incomes, but also on that portion of the income of 
companies which is not taxed to shareholders. It is very difficult to foresee what a radical alteration 
in the system of taxation would mean, as no doubt it would take some years to develop, but it is 
certain to create considerable disturbance. 

Company to pay on the Basis of Percenla!Je of Profit on Actual Capital employed.-A company's 
capital to be considered the difference between its assets and liabilities, and not limited to the 
paid-up share capital (practically the definition of " capital " used for the assessment of excess 
profits, Finance Act, 1916, section 13 (1). A comparatively low flat rate (depending on revenue 
requirements) to be imposed on all profits not exceeding, say, 6 per cent. of capital. Each t per cent. 
or 1 per cent. of profit on capital to be assessed at proportionately higher rates until a maximum 
assessment rate is reached. Each ! per cent. or 1 per cent. of profit to be assessed at a different 
rate. This system involves taxation at the source, is economical in administration, and permits of 
the application of graduation more in keeping with the principle which justifies the use of such a 
system-i.e., the ability to pay even with collective income ; that is, on the presumption that 
percentage of profit on capital is the measure of a company's ability to pay. This method possesses 
the disadvantage that the assets representing portion of the capital of a company may be overvalued 
or ?ver:'tated (for exampl~, abnormal goodwill), and if su~h a system were introdu~ed.it might involve 
lrg~slatJve power to permit of the assets of a company bemg valued by the ComnussiOner to ascertain 
if they are presented in the balance-sheet of a company at approximately their true values. 
. ~me of the schemes ~ugge~ted are in operation in ot~er cou'!tJ?es in m~dified form. My object 
m settmg them out and d1scussmg them Is to show how difficult 1t Is to deVIse any scheme to which 
some form of objection could not be taken. The question resolves itself into what is the most 
equitable practical compromise ! To meet the speeial nature of companies' incomes I am inclined 
to favour the suggestion that a company pay taxation on the basis of the percentage return of income 
on actual_ capital employe~. W_hether the require~ revenue ?an !'e obtained if this suggestion were 
adopted IS a matter for m~estigatiOn, the materml for winch Is, no doubt, in possession of the 
1'axation Department. 

· Passin!] on the Burden of Taxation.-! cannot do better than repeat the evidence which I gave 
bef~re the Committee o~ Taxation i~ Ma:y, 1922. My view~ on the matter huve not changed. Muny 
?usmess me~ aver that mco~e.-taxati_on, If not wholly, yet m part, has been passed on in the form of 
I_nc~eased prwes f~r c?mmoditi~ or mcrease~ c~arges for serv!ces. The subject of the shifting and 
mmdence of taxatiOn 1s a very mvolved and mtncate one. It IS usually asserted that direct taxation 
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cannot be transferred; on the ?ther hand, a well-known economist writes: "On the whole, we mav 
confidently say the broad and Simp!~ statement that taxes on profits fall on the capitalist, who cnn iii 
nowise transfer them to. ~thers, reqmre~ to be very much hm1ted bt•fore it can be adopted us correct .. " 
I beheve that the conditiOns under winch tradmg was camcd on during the vcars J!ll5 to l!l20 were 
such that the burden of income-taxation imposed on trading concerns was in. pnrt., at any rnte by u. 
process of diffusion, tran.sferred, and not wholly borne by the puwr; and, furtlwr, that wh;1t ha• 
been termed the "equalizing agency of competition" will tend to ·lt•ave this burdt•n with t.f~t• nctunl 
payer of th~ income-tax. I do not agree with the assertion that is oft(•n mnde thnt incomc~tuxat.ion 
can be readily passed on, ar~d pr~ctically cons~,itut~ an item of cost. In this connection h•t mt• quote 
a very terse sentence from Str Jostah Stamp: · This, however, seems to nHsunw that income· tux cntPrM 
into costs, and that if a man has less to pay he can afford to charge less-11 doctrine that hns more 
popular sentiment than economic reason behind it." . 

I submit a separate memorandum on the subject which the Commission can acct~pt ns an l'X}Jfl'S· 
sion of personal opinion. 

The incidence and shifting of taxation is admittedly one of the most difficult and eiuHive of 
· economic problen~s. One of the bes~-known present-day .economists (Profes•or Nichol•on) say.• "the 
theory of the mmdence of taxatiOn mvolves an apphcatwn of all the economic principles, t.lworit•s 
tendencies, and disturbances." Even in the case of an indirect tux, which has bl'en dl'fitll'd ng a t.a~ 
demanded from one person in the expectation and intention that he should be able to transf.,r it to 
another, it by no means follows that the tax is transferred. A tax on com modi tie• i• u•uully " l'""""d 
on" either in whole or in part; the extent to which the burden may be shifted depending in some 
measure on the elasticity of supply and demand. 

During recent months there has been much discus::~ion on the incidence of income-tux in New 
Zealand. There have not been wanting commercial men wfto have assertt~d that inconw-tax haN been 
passed pn in recent years, and can, even under present conditions! be pu~uu-d on in part, if not whollv. 
Income-tax is a direct tax-" a tax demanded from the very persons it is intended or desin•d shouid 
pay it." Taking as an illustration what is probably the simple.•t example to be con•idered-tlw .,ffect 
of the imposition of income-tax on the income of the owner of a strict monopoly-on first con•idt•ration 
it might be thought that a monopolist can pass on his burden of taxation, but an examin11tion of hi• 
case shows that this is not necessarily so. If he has a complete monopoly it can reasonably be as•urmd 
that he is obtaining the highest possible net return from the manufueture and sale of the commodity 
he controls; he is char~ring the utmost price obtainable consistent with retaining erluilibrium betwmm 
demand and supply. If he increases the price-i.e., in the endeavour to pa•s on the tux--demand for 
the commodity may fall off; he is already getting the highest price consistent with r<'taining hio present 
supply; the extent to which the demand will fall off depends upon the eiuotieity of d!'mand of the 
particular commodity, and the possibility of substitution. It is evident that if he increaH!!S his price 
his resultant net profit is likely to be less. Theoretically, the strict monopolist is extracting the 
greatest quantum of profit (the tax excluded), ·and the possibility of his trunsferring his ineome-tax 
is very remote. 

The qnestion is more complicated when considered from the aspect of trading under conditions of 
keen competition, and the problem becomes more interesting if at the Rame time the e:ff(~ct of an 
alteration in the method of imposing income-tax be examined. Any alteration in the method of 
imposing a tax, the superse.~sion of a mode of taxation by some ot.her method, or the elimination of a 
tax which has been in existence for a lengthy period, must perforce create disturbance in the internal 
fiscal affairs of a country, varying in degree with the scope of the tax. It will be found that many 
financial arrangements and contractual relations have been adapt<·d to the system of taxation, 
particularly if the tax has been of a permanent charact~r. A c~se in P?int is preference shares, 
dividends on which, by reason of the fact that mcome-tax m New Zealand IS pa1d by cornpames and 
not adjusted to the individual •. have be~n consider~ as" tax-free:" . . . 

It is interesting to examme the hkeiy effect m a commumty of the ehmmat10n of a form of 
taxation. During recent years rates of income·tax have been largely i~wreused, a~d this tax makes 
a very large contribution to the _revenue of the State. Assume that It were decided no longer. to 
obtain revenne by means of an mcome-tax. What ~fleet wo~id It have on the. profits of trad1~g 
" concerns " 1 Prima.Jacie, the endeavour of a trader IS to obtam the largest margm of profit. Qmte 
briefly there are several factors which affect his ability to do so-cost of production, elliciency in 
manarrement. method of distribution. The margin of profit a trader can make is governed, under 
conditions oi keen competition and of normal supply and demand, by the profit ":hich can be made 
by the competitor selling at the greatest disadvantage. To take the case of ~ trading cony~any: the 
minimum aim of its management Will be to make such a profit as will enable It to pay a dividend and 
have some surplus profit to carry to reserve. The achievement of the desideratum will be effected 
by competition and the measure of success will depend on each trader's relative position in the 
" trade race." 'In other words, profit.• are differential, the variation in amount being determined by 
the relative efficiency over the trader of. only ·: marginal " efficiency .. ~issccting the _rrofit-making 
capacity of a concern in this way, docs It not Illustrate how difficult It Is under conditiOns of keen 
competition, to transfer or " pass on" any of ~he burden of incomc·tu.x ? 'J'hc " marginal " trader 
makes the minimum of profit; be may pay no mcome-tax, so he cannot tranRfer the tax. The more 
successful trader may, for example, actually inclnde in h_is production costs an amount which he .may 
term " provision for income·tax," and co~s1der he ts pas~t,ng on .part, of the burden ; b~t hts ad.chtiOn~l 
profit is really due to his degree of effic1ency over .the margmal trad0;r, a~d portwn of h1s ~rofit 
so made he pays to the State as income-tax. If this reasonmg be sound, It wtll be seen that m times 
of normal competition income-tax cannot be passed on, but will be borne by the taxpayer. 
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Owing to the conditions of trade obtaining in New Zealand during 1915 to 1920-with the element 
of cqmpetition "dulled," and with a period of "scarcity" priers-even he who won_ld have h_een the 
" marginal " trader in normal _times m~de l.'rofits ; and, as he knew he would be hable for mcome
tax, made provision, and to this ext.ent 1t might be argued he pas~e? on part of his. burden. Further, 
that as the period under review was not one of n.ormal competitiOn, the mo~e. favourably situated 
traders•could transfer part of their income-tax, as prtces were not always competitive. 

wtat then would be the effect of a considerable remission of income-tax under normal trading 
conditions'? The manarrement of a trading company would aitn at such a quantum of profit as 
would enable it to pay~ dividend to its shareholders, meet the obligation to the State for income
taxation, and still leave a surplus to " stabilize " the business. The degree of succe.ss would depend 
upon the relative stage of efficiency beyond the " marginal" trader. Eliminate the factor of 
obligation for income-tax-what would happen 1 The more efficien~ traders would be able to 
compete more keenly (in effect, they co,';"d lo~er ~?elf range of pnces 1~ t~Ie endeavour to obtam a 
larger proportion of the trade) ; the margmal . trader would b_e ehmmated, and h.is place as 
" marginal trader" would be taken by the next m order of effiCiency. To the extent that the 
entrepreneur could thus " shade " his profits would it not be to the gain of the community 1 

Also if t.he incidence of taxation, so far as companies are concerned, were altered to, say, an 
individual basis, would not the tendency be for the management t.o be content-perhaps forced by 
competition to be content--with a less sum as profit. The probability is the management of a 
company would endeavour to pay larger dividends than at present paid if the shareholders had to 
pay' income-tax on the profit made on their interests in the company, and consequently would aim 
at a larger quantum of profit than if income-taxation were entirely abolished. The "company" 
aspect has been stressed as a considerable proportion of the " efficient" trading in the country is 
done by companies. It follows that the abolition of, or an appreciable reduction in, income-tax would 
react to the benefit of the community in this indirect way-by the keener competition possible under 
the conditions described. 

The whole question is very difficult and involved, and I give expression to the above views with 
sonie diffidence. There is one aspect of the question, however, that I can with confidence affirm, 
and that is that the shifting of any form of taxation is not the simple process often imagined. 

Debenture-tax.-! think the present system of taxing income from deb.,ntures (both public body 
and company debentures) should be reviewed, and that all such income should he taxed in the same 
manner as income from other sources. There appears to be no just reason for differentiation in rates 
of taxation in favour of this particular cla.•s of income. 'l'he effect. of the preferential treatment 
accorded debentures has been for the investing public to prefer investments of this nature (partic
ularly local-body debentures) to the detriment of investments in ordinary commercial and industrial 
enterprises, and of ordinary mortgage eecurities. I believe it will generally be admitted that it is 
desirable, in the interests of the development. of any country, that investment-moneys should first be 
available to assist in increasing production, whereas, a.' an effect of this differentiation in taxation, 
the tendency has been more readily to provide moneys for local-body expenditure. It can, no doubt, 
be urged with some justice that investors have taken up debentmes believing that the income there
from would be subject to lower rates of taxation, and that. any alteration would impose hardship. I 
th.ink, however, that it is highly desirable that the differentiation should be abolished as soon as 
practicable. 

Laml-tax.-Until 1915 land wa., taxed at a fiat rate, and land of an unimproved value of over 
£5,000 was taxed in addition at a graduated rate. Mortgages on land were-taxed to the mortgagee, 
the mortgagor being permitted to dedur.t. This graduated tax was admittedly for the purpo.•e of 
compelling the subdivision of large estates and preventing the aggregation of land. In 1916 the 
above method was abolished, and a progressive tax imposed on land (subject to certain exemptions). 
Th.is progressive tax was obviously for the purpose of obtaining additional revenue. In a country such 
as New ~a!and, dependent on the productivity of the soil for its prosperity, I fail to see the justice of 
a graduated land-tax. If a person put his land to proper use, why should he pay a progressive tax 
on the unimproved value of that Iand-a tax which is really in the nature of a rent charge, not 
ba.,ed on the return from the land, but ba.,ed on the aggregat" unimproved value of the land 1 The 
disability applies to land in both urban and rural areas. In fact, the holder of land in cities and 
towns is put in the invidious position of having all his holdings aggre~-tated, and to that is added an 
amount, proportionate to his share holding, of the value of any ·land owned by companies he is 
interested in. The graduated rate applicable to the total value of land thllll obtained is the rate at 
which his holding is assessed. Thus a company having a number of branches throughout New 
Zealand has its land aggregated, and probably is compelled to pay tax at the highest progressive 
rate, whereas it would be subjected to competition in each town with individuals who are not so 
handicapped with regard to land-tax in that many of the latter would pay land-tax at a verv much 
lower rate on the single allotment on which their business promises would be erected. As a' part of 
a general scheme of taxation probably a tax on land is desirable, but I think it should be at a Hat rate 
without deductions of mortgages, and possibly with reasonable exemption to small holders. If it is 
deemed desirable to prevent the aggregation of country land.•, I think some method other than a 
graduated tax on land should be devised. 

Income from the Use of Land.-Until 1915 income derived from the direct use and cultivation of 
land was exempt from taxation. This exemption was removed in 1915, but, tmcler the Land and 
and Income Tax Act of 1923 a reVersion was made to the position optn·atiu" prior to 1915. I think 
th.is was a rctrogra~c stq,, and that all income .from whatever source sho.:ld be taxable. Possibly 
the _reason for grantmg the e':emptwn was that It WIU! thought the farming comnnmity were already 
paymg graduated land-tax; It ha.• to be remembered, however, that a considerable proportion of 
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the land-tax i~ pai~ by hold~r~ of land i~ u~bnn districts. It is true that the farmer is fnced with 
difficulty at hmrs '": detrrmmmg ~vhat IS Ius real inmmc, the chief obst,.cle being tn differentiate 
between capt tal and mcome eXjJendtture. ~or scvt•n or t.•ight yt•nrs he hns brrn Rubjrct to incomc-tnx 
and, no doubt, as the result of that exp<'nence muny of these difficultit•s WPrc overt'Ollle In an\! 
case a f~rmer c~tn. readily obtain expert assistance in the lwt•ping of his books of account and th;, 
preparatiOn o~ Ins mcomc-tnx returns. If, however, it is fpJt. t.hnt the difficult,v in prPpnring the neces
sary r_eturns IS an ?bstaele, I would suggrst that persons deriving income from the cultivation of 
~}te sml- sh~~.d be gtven the option of rendering an income-tax r<>turu, or of paying inc.omo-tnx on an 
~sumed . mcome based o": a percentage of the capital value. This is the practice in the UnitNI 

KI.ng~om WI~!l the mo~:~cutwn t~at the "assumed " income is bm;rd upon the rental value. 'Tht' 
~rmct ple o!, . assumed mcomes JS not new to New Zc~land taxing prnctice, in that an incornc is 

. nssumed . m the case of banks, overseas traders, and m some cases when comrignmNlt stocks nro 
rhsposed of m New Zealand. 

Mr. Hunt.] In your statement you n:fer to the importance of taxation at tlw source : do yon 
take the New Zealand system to be taxatwn at the source !-I think it is as ncar taxution at the 
sour.ce as you can get it. You mean in relation to companies ? 

Yes !-Certainly the company earns the income, and when it is tltxPd that is tnxation nt the 
source. 

':"ould you not call it taxation by the company; it is quite different tn what is called in England 
taxation at the source !-I do not know that it is. I have seen it. differcntinh•d in the sclwdnle 
rates, but I think taxation at the source would cover company-taxation too. 

Taxation at the source, a.• referred to in England, is a tux which t.he company pays ns ngt•nt for 
~he shareholders, and there is an adjustmen~ made "ith the shareholders afterwards !-But, of course, 
m England the company pays more than Rimply as agent for the shareholders; it. pays on its total 
profits. . . 

The on!y taxation that falls on a company in Englund is tnxntion on the undivided profits !-
That i• so. 

And tbat is not at the maximum ratc !-It is not at the maximum rate tn individuals, no. 
Do you believe in a graduated system of taxation !-As applied tn individuals, yes. 
Why !-Well, I think that if a man has a large income his sacrifice is <mtirely diff.,rrnt from 

that of a man living with just R margin of income sufficient for his needs. 
Do you not think it should apply all round !-That is the difficulty. · 
Can you see any difference in the taxation rate on the different sharrholdt•rs in a company, 

large and small !-I admjt there is that difficulty. 
And you know the proportion of the total tax which is collected from companies 1-Yes, I know 

it i8 a big proportion. 
Yes ; it is between 66 and 72 per cent. during the last three years ; so that there iH no graduation 

amongst those shareholders, is there !-There is no graduation which is entirely equitable amongst 
those shareholders. 

Do you think a small company should pay a smaller tal< than a large company 1-Do you mean 
a smaller proportion of tax ! 

A smaller rate in the £1 1 I suggest there should be a tax on the percentage of profit. 
That all companies should pay on the percentage of profit earned on their capital 1-Yes. 
So that it would not mattcr whether a company was a small company or a big one, it would pay 

on the percentage of Jl"Ofits earned to its capital; that is, if a small company earned 10 per cent. 
and a big company earned 5 per cent., the small company would be graduated at a higlwr rate than the 
big one !-I suggest it. should go in stages. It may have to be graduat<•d according tn the ri•ks of 
the busines.qes engaged in by the various companies. 

How would you treat the different capit.al in a company 1 Take three companies, each having 
£100 ooo·invested and each making 10 per cent., but the first company's capital is all shure capital, 
the s~cond has £50,000 of debentures bearing 5 per cent. and £50,000 of share capital. There the share 
capital is getting 15 per cent. because tl!e dcben.tures only get 5 per cent .. Or, again, a compa.ny might 
have one-third in preference share cap1tal get.tmg 6 per cent. and one-tlnrd debentures gettmg 5 per 
cent. and the remaining capital being ordinary share capital: in that ca.'e the ordinary capital 
would get 19 per cent. How would you fix up the taxation !-The debenture-holders are creditors, 
and the debentures are not really capital. 

You would disregard them t -I would disregard them. I do not see how the preference 
shareholders should he affected any different tn what they are tn-day. 

Would you just treat the company as a whole 1-Yes. 
Supposing the capital consistcd of one-half ordinary shares and. one-h~lf preferenc.e .•hares 1-

I do not see how it would affect the preference shareholder; he gets Ius specific rate of d1v1dend. 
A 10-per-cent. rate would carry a lower tax than a 15-per-cent. rate under your syRtem 1-Y cs, 
If one company had £100,000 in ordinary shares and was earning 10 per cent., and another 

company had £50,000 ordinary and £50,000 preference at 15. per cent., would you. graduate that 
.second company's ordinary shares at 15 per cent. or graduate It .at 10 per cent. all over !-I would 
add preference and ordi~ary capital to.gether. I would not d1fferentmte betwee~ the preference 
shareholding and the ordmary shareholdmg. · 

It has probably come under your notice that there have been debentures issued with no 
difference between them and the shareholding !-There is very little difference, it is true. Has the 
capital a charge ! 

No; the debentures have been issued void of charge-naked debentures !-They are only 
deferred creditors, are they not 1 
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That is so, but the r<'lationship between them and the ordinnry shnreholding is just the same 
as bt•t.wt•en them and the pn•fereucc shureholding !~But I think they an• really cred1tors. 

They are cn·ditors of the ordinary shurl'holdtors, but of nobody elst•, and the prtoference share
holder i~ a cn•dit.or of the ordinary shartoholdcr, but of nobody t•lsl' ?~I see. I had not thought of 
this possibility whieh you raise, but I do not think !t is an obstal'lc that. eannot be overcome. 

)n your stntt>mt•nt you quote Sir Jo:-;inh ~tump_ Ill n•gurcl to the J>nKSlll~-on of the ~ax.: do you 
not think that you want to renwmber that S1r Joswh Stamp and otht•r wrltt•rs an• tlnnkmg of the 
individual system of taxation, because the company system does not apply to the old system ! 

M·r. Clar~:: He was dealing with excess profits too. 
Witnr.<s: He is really referring to the argument that munieipuliti<'s should be taxed because 

thov come into compl:'tition with private individuals, and that comnwnt is made following that. 
As 'rt•gnrds this business of passing on th(' tax, as far as I cnn find it is not dealt with very much. 
It is a late development. 

Mr. Hunt.] Does not the g<'neral rule in economics boil down to this: that a general tax on all 
sources of income cannot be passed on, whereas a sJweial tax on a particular industry can be pnR!Wd 
on !~I bclie.\'e in the main that is true, but you would not cull compllnit•s a p11rticular industry. 

But if you have an industry which can only be c11rried on by large blocks of capital, where small 
blocks lightly taxed cannot enter into competition, then does not it become a sp,.eial tax on a 
particular industry !~I do not think so. 

If all the competitors in an industry have to pay the sanw rate of t11x, is not it obvious that 
they will have to take the tax into consideration ?~It is a difft•rrnt muttt•r us to whether tht•y e11n 
all pass it on or not. 

Is it not a faet that capital would leave that industry so that the margin of profit would lw 
reduced ?~It may, but it may take a lonll time. 

Most of the industries in any growing country art• expanding and capital does not go out, but 
if no more comes in it gradually means a widening of the marl(in of profit '?~That is so. 

Supposing I came to you and said, "I want you to tnke shares in my company," and you askt>d 
me what I could earn, and I replied, " 10 per cent. before the tax is paid " ; you would say that it 
takes 3 per ecnt. in tax, and that the remainder w11s hardly good enough in that you would only be 
left 5 per cent. with reserve, and you would not go in !~One really needs to look 11t the recent 
flotations in New Zealand. I am inclined to think that we are inclined to look at that nmtt"r 
through the wrong end of the tt>lescope and see taxation too much. Why nrc companies forn~t•d 1 
Primarily because people think they can make a profit by investing in them. Look at that Motor 
Investment Company: why was it successful in flotation ! because it could show thnt by b11cking 
promissory notes for motor purchasers, backed as they were, they were certain to get profits. 'l'ake 
the coal company formed in Southland the other day: why wns it formed ! not because there is 
not plenty of competition, for there is an overproduction of coal, but because they think they have 
a better class of coal, and they think they will be able to make a profit. 

But they will consider the question of taxation !~ Y cs, but only in relation to the wider fidd~ 
that is, the question of what profit can he made by them, because the tax is only paid out of the 
resid'ual profit. 

But any one entering a company considers his net return !~ Y cs, 
And the amount of tax has to be taken into account !~ Y cs. 
I will put it in a different way: you arc starting a factory and you divide your expenses int.o 

two headings, overhead and general expenses !~You have your direct costs of production and your 
overhead. 

Say that you arc calculating your overhead, that is fixed regardless of output !~Yes, 
In calculating your overhead you would put down the interest on your fact.ory !~Yes. 
And deprPciation, immrance, and various fixed expensrs, and included in these fixed expemH's 

would you not put the income-tax you would have to pay h~>fore you would be allowed to retain 
that interest! If you said, "I want to get 6 per cent.," before you got that 6 per cent •. von would 
have to pay a slice to the Commissioner of 'l'axcs ; therefore you have got to cit• bit your fnctory 
with nearly 9 per cent. !~Are you referring to profits ! 

No ; the overhead expenses of the fnctory !~Arc you referring to the factory as an industrial 
business 1 

Yes !~And your specific reference is to the interest on the capital of the factory ! 
Let me put a case in which I was interested, a factory not long started. In working out tho 

overhead the manager showed me the figures, and he had on his overhead the interest on the cost 
of the factory at 6 per cent. ; he had al•o his dcJ>rcciation, fire insurance, local rates, the rent he had 
to pny, and certain supervision that had to be paid for no matter what the output of that factory 
was. Then he added on the tax that he would have to pay to the State before he would be able to 
n•tain 6 per cent. Then he said, " That is my fix~>d ov~rhcad regardless of my output " and he 
worked that into his tonnage : would you not call that correct accountancy !~Do you ,;wan thnt 
he brought in his income-tax as an item of cost ! 

Before he could get 6 per cent. on the cost of his factory he had to pay another 2f per cent. in 
tax !~On the interest of his building! 

You have to pay that !~No; that business would pay income-tax on its residual profit. If 
you had to allot income-tax to every item of cost--

That is a costing-system in working overhead that is very largely adopted in this country 1-
To add the income-tax to the interest! · 

If you are wor~ing a factory you have ~ot two thi_ngs to. c_onsider; you have your factory, that 
is your manufacturmg concern. Your trading profit Is additiOnal. In working out your factory 
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expenses you. put t~e~ under two headings-overhead, which comes to so-much per unit of the 
output, and m addtt.Jon to that you have the working-expenses, which vary according to th 
output !-Yes. e 

It is a f~ir thing to include in overhead the interest on your factory !-Yes. 
If you satd that 6-per-cent. interest was a fair rate to earn, before the State would allow you to 

have that _6 per cent. you would have to pay yonr tax, and therefore it is added on. Docs not 
that enter mto ~osts 1-I have never seen such a costing-system. If you went further on you would 
not have a costmg-system at all . 

. I have never seen ~my other costing-system !-Well, I think I can claim that I have introduced 
qwte a nnmber of costmg-systems, but I have never introduced one like that. 

Well, I have seen qui~e _a few and that ~s how they are worked 1-I have seen costing done 
w~ere people have brought m mcome-tax as an Item of cost. I have done that, but it is quite another 
thmg that you can pass that on. It does not necessarily follow that you can pass it on. 
. What ~ould yQu say to. this statement: " In estimating costs it must not be forgotten that 
mcome-tax Is as much taken mto. account as are wages or rents! an~ that in the e~d it is the public 
th~t pays the tax 1-1 say tim~ IS a _wro~g stateme~t. In esttmatmg costs, I tiunk that is wrong. 
If 1t were put the other way-m esttmatmg the restdual profit every concern is bound to consider 
the tax and say " I have to get an aggregate sum which I have to divide, one portion to my company 
and the o~her to the Tax Commissioner," but I do not think it would be brought into costs. 

That IS a statement made by Sir George Elliot in his address to the Bank of Now Zealand !
(No answer.) 

You are mana~ng a company and you are now paying 5s. lOd. in the pound. In the past you 
had to pay 8s. 9d. m the pound. You know that at the end of the year you have got to meet your 
shareholders and that they are expecting a satisfactory balance-sheet. If you do not give thorn a 
satisfactory balance-sheet they may pass it over one year, but if you pel'8ist in that, there is a 
probability tbat you will lose yonr billet. Would you not try to cause the margin of profit to widen, 
and so pass on the tax and still have a satisfactory balance-sheet 1-I grant that. 

And would not the managel'8 of opposition concerns have the same feeling !-They would. 
If the industry that you are managing is one that can only be run by large concerns, would not 

that general all-round feeling cause the margin of profit to widen 1-lt would, but you are giving an 
hypothetical case, and you never get conditions such as that. Take the Westport Coal Company 
and the Westport-Stockton Company. They are both big companies, and they sell a similar class 
of coal. The Westport Coal Company last year made profits and paid dividends-big profits. The 
Westport-Stockton Company made a loss. Which company passed on tho income-tax I 

Would not the fact of the income-tax being there cause both of them to widen their margin of 
profit !-Which do you think passed on the tax 1 

, Possibly the concern that did not pay would not have paid in any oaso, but thoro is a pretty 
close working arrangement between your coal companies-an arrangement 1-No. The State has 
dropped the price of small coal. You must remember that tha,t business is a competitive one. 
. Is it not a fact that you companies, quito apart from tho State mine, for the State can only 

compete in one district-you companies sit together; you fix your prices pretty closely among 
youl'8elves !-The Westport Coal Company have never had a conference regarding prices, to my 
knowledge, during the last fifteen years, nor arranged prices. 

The week before last a concern that I am interested in purchased a lot of coal from a coal company. 
Before the contract was signed the company that you run got into communication with that company 
and got them to put up the price and refuse to sign the contract 1-That is anoth?r matter! regarding 
a certain kind of coal. We made an arrangement, not so much over the questiOn of pnce, but to 
prevent dumping. 

But your company entered into an arrangement with the Taupiri and another company to work 
together!-Yes · but we were referring to Westport coal conditions. It is quito true that in New 
Zealand and els;where there are arrangements. You have them in your own business. 

I know. All you companies are ~orkin_g there. together, ~pparently arranging your own prices 
together. You arc arranging your pnces With a VIew to '!'akin!! a profit, are you not !-The fact 
remains that here was a district where we were not arrangmg pnces. 

But in the other districts you are arranging your prices 1-You are going on to argne in this way: 
because we happen to have some rough-and-ready arrangement regarding prices in that one place, 
therefore we must pass on the tax. In point of fact, in the Waikato-the district to which you refer 
-we have no arrangement regarding prices for the bigger class of coal, and none of us sell at the same 
price in respect to the bigger class of coal. Further, we do not all screen the same way. 

But the fact is that you have certain understandings between you1'8elves1-We had an under• 
standing certainly about that small coal. I~ i? not in the _interests of this country ~conomicaUy that 
we should dump it if we can arrange to diVIde the busmeBB among the companies and save the 

dumping. · · d · f lei fit Th t · II You want to get a profit 1-Yes. Every busmess 18 e8lrous o rna ng a pro . a 18 rea y 
what people are in business for. I grant t~a~. . . . . 

Mr. Weston.] In that particular case, mdirectly It assisted econoiDlcally, _because 1t meant that 
a large proportion of the output of the coal-mine would have had to be dumpe~ If such an arrangement 
had not been made !-Probably a quantity of coal would have to be dumped many case, but we had 
diff rent contracts and if we could arrange among ourselves for one company, say, to supply some 
· :h winter and another company to supply in the summer, we would effect an economy. If we 
~~ulde get 7s. for it, why sell to Mr. Hunt's company at 4s. 1 Candidly, I did my best to stop their 
getting it at 4s. 

32-B. 5. 
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Mr. Hunt has put the case of the gradual elimination of a concern because it could not _get a 
sufficient return owing to the income-tax. Would not that mean that _the other firms engaged m ~he 
business would have a bigger turnover 1 If there were four compames and one w_ent out, leaVIng 
three to do the business, there would be a bigger turnover for the other three !-ProVIded the demand 
were still constant. 

And consequently those three would be able to do the business where the four existed previously 1 
-That is quite conceivable. . . 

The reduction in the number of firms and the mcrease m the turnover of those left would prevent 
the increase in charges which otherwise might have been necessary in order to provide for the income
tax 1 The three would be able probably to do the whole of the business done by the four without 
raising charges 1-Yes, provided their orga~zation w~s complete ;n?ug~ for it. 

There is an immense amount of waste m all busmesses. It IS meVJtable under our system of 
do:ng business !-There is no question as to that. . 

No business is working to it• utmost capacity, with its machinery or its staff !-That is probably 
true. 

So that any financial pressure very often results in saving through more efficient management 1 
-Yes, that is so. There is no doubt that with all of us in the coal trade competition has been so keen 
that we have simply had to get round and cut costs. 

For instance, it is not in the interests of the general public that a new coal company should be 
started !-Probably it is not. 

Coal would be cheaper if there were a few companies with a big production-say, 200,000 tons 
-than a large number of small companies with a production of 50,000 tons 1-Yes. 

Mr. Shirtcliffe.] I want to pursue the question of costing for a moment. Is not the following 
the procedure in costing in a general mercantile business : They take the prime cost, the transit 
charges, the handling charges, interest on costs. That gives them their ultimate cost. Of course, 
I am naturally including duty and all charges. That gives them their ultimate cost. They then 
proceed to sell their goods at the best price the competitive conditions of the market will allow !
That is the practice. Of course, you have taken a very simple line-the class of business in which 
costing does not really operate very much, such as a merchant's business. To get real costing you 
have got to take an industrial business. Let me give you the actual procedure of a company of which 
I am managing director-an industrial company. We get the materials. We import them. We 
have the wages-the direct wages. We charge up the power for the plant, the depreciation on the 
plant, and the rent of the factory. That gives us our factory cost. Then we have the overhead, and 
we do not take in income-tax. We know what that overhead, over a series of years, has been to our 
turnover-not our sales turnover, but out actual manufactured turnover. And we strive all the time 
to get 10 per cent. on that cost that I have given to you. We get more sometimes, but whether we 
get that 10 per cent. or not depends on the condition of competition. But we aim to get that 10 per 
cent. That 10 per cent., we know, is going to give us a certain return on capital, a portion of which 
return, when we get it, we shall have to give to the Tax Commissioner . 

. Aa a matter of fact, in practice, il you did not have to pay the income-tax, you would still strive 
for your 10 per cent. !-We would strive for it, but competition would be there. 

Your margin of profit is fixed by competition to-day !-It is. 
And, tax or no tax, it is the amount of competition that fixes the selling-price in general business 1 

-That is so. You· will quite understand that in the evidence I am giving I am not suggesting that 
income-tax, by a process of diffu"ion probably, cannot be passed on ; but it is not passed on in the 
simple way of putting it into cost. . · 

The question has been ·raised as to there being no graduation between small and large share
holders in companies. I should like to put it to you in this way: A small investor with, we will say, 
£1,000 puts his money into a company, because he thinks that by doing so, and hopes that by doing 
so, he will obtain a larger dividend than he could if he had the money himself !-Yes, the company 
system offers advantages. 

He gets certain advantages. Instead of having to put that money into a business of his own 
where he would carry all the risk, he gets certain advantages in the company inv~stment, because 
he knows he has no further liabilitv, and so forth 1-Yes. 

He puts his money into a company in conjunction with large blocks of capital-that is very often 
the procedure-and he gets the same rate of dividend as the largest shareholder in the company gets, 
and he achieves what he has aimed at. Is he suffering any injustice !-He may think he is not 
suffering any injustice, but it is quite another thing if you mean really as a theoretical proposition 
whether, when he assesses that income to himself, he is going to pay the same rate as the big fellow. 

I am taking a practical proposition. I put £1,000 into a company· in conjunction with other 
large blocks of capital, because I think I can do better with my money in that way. For the sake 
of argument, I think I can get 10 per cent. as against 6 per cent. that I could make myself. And I 
~e~ t~e 10 per cent. _the. sa.me as the largest shareholder in the company gets. Am I suffering any 
lllJustice !-No, puttmg 1t m that way you are not. But that is hardly really the point is it ~ 

Surely 1-No, I think not. ' 
Surely, when the question is raised as to there being no difference in graduation between the 

large and the small shareholder !-Possibly I think of it from a different basis from you. I really 
think that ~ro~~ssion in ta_xation, having rega!d to equality of sacrifice and so on, has really been 
based ur_on mdiVIdual taxa~wn. At the sa!'Ie time! the fact ~e~ains that the bulk of trading in New 
Zealand Is done by compames, and I am qwte conVInced that 1t Is the most economical way to tax the 
company direct if you can possibly do it. 
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. lf the ~resent system of taxation were inflicting very great hardship on companies and preventing 
then operatmg ~uccessfully, one would expect to see few or no fresh companies being registered. On 
the other hand, Ill 1922 there w~re no less than 106 public companies registered, with a nominal capital 
of £11,0<!0,0,00-odd, and 311 pn':ate companies with a nominal capital of £1,~00,000. That does not 
~eem to mdicate that the fonnatwn of new companies is being discouraged 1-1 take it the real truth 
IS ~hat when the companies are registered it is because the individuals think they can put their 
cap1tal together an~ mak~ a profit. There is no doubt that that is the prime motive. 

Just one question With regard to debentures. You propose that the tax be raised. Last year 
you know the tax was raised on debentures, to apply only to new issues 1-Yes. 

lf we recommended that the tax shonld be made to harmonize with the tax on ordinary income do 
you suggest that it wonld be any breach of faith to make it apply to all current debentures 1-in a 
sense I think it wonld, hut you have got to look at what has happened with tlt.is differential rate. 
lf you are going to impose some tax on those ·people who in the past have not paid, for the public 
good, then I think you are justified in doing it . 

. AB a mat~r of keeping faith, as between the Government and the debenture-holders, you do not 
COllSider there IS any contract 1-I do not see that there is any contract, because the Government at 
any time has the right to alter its policy regarding taxation. I think that is so. But you cannot 
overlook the fact that under a system that has been in existence, obligations between individuals have 
been entered into. There is no doubt that in the debenture issues of recent years it was declared on 
the prospectus that taxation was so-much. 

But shonld you not bear in mind that some of the companies that have issued debentures tax-free 
to the holders have done so in order to obtain cheap capital1-That is so. 

Practically, to obtain money at a lower rate of taxation than they conld otherwise get it at !-
Yes. . 

There wonld be no hardship inflicted on them 1-No, possibly not. 
On the other hand, where the tax is paid by the investor, he invests his money with a knowledge, 

presumably, that the tax may be varied from year to year 1-He is presumed to have that know
ledge, whether he really has it or not. The position is easier now than it was when the maximum 
rate was 8s. 9d. What really happened when the proposal was made to make debentures carry a 
considerably higher rate was that representations came from Dunedin, and the Legislature was 
prevailed upon to retain the old rates. 

You are qnite clear that local-body debentures shonld also be put on the same footing!
Really, I think so. I think it is a great mistake in this country that money should be obtainable for 
local bodies before it is obtainable for general production. It should be exactly the other way round. 
Local-body expenditure should follow, not precede, general production. 

You wonld agree with the argument that the ease with which local bodies have been able to obtain 
cheap money within the Dominion has meant the withdrawal of that money from the ordinary 
commercial and industrial channels !-I would put it rather the other way, that the investment has 
been more attractive to the investor. 

The effect is the same. Money has been attracted from the ordinary commercial and industrial 
channels to these more attractive debenture investments 1-Yes, that is so. In real eqnity it 
should be the other way round. The local body has the security of the commnnity to offer, and 
there is no reason why it should have preference. 

It is a gilt-edged investment 1-It is, because there is the rating security. 
If the incidence of taxation were removed from the company to the individual, what effect 

would that have upon the vast number of small companies ! In 1922-23 we had 2,130 companies
taxable companies-carrying _on business, yet nearly half the taxable i.ncome was earned by only 
twenty-five companies. Considerably more than half the total.taxable mco~e was earned by .only 
138 companies out of 2,130. A very large number of compames were earrung only comparatively 
small incomes. For example, 314 earned less than £2,000 a year. What would be the effect If 
these big powerful companies were relieved of taxation and it was transferred to the shareholders ! 
What wo:Ud be the effect upon the very large number of small companies !-You mean the effect in 
regard to competition ? . . 

Yes !-That is a very dd!icult questwn to ~nswer. . . . 
Take the private trader _as we~ 1-Exceptmg the small shopkeeper, there 1s very httle pn':ate 

trading in New Zealand that IS outside t~e small compa~y to-day. There are very few partnerships, 
I think the facilities for fornt.ing compames and the obVIous advantages arc so consider~ble. 

M;. SMrtcliffe.] There were 5,455 individuals in commerce, trade, or business, not mcluding the 
professions. . 

Mr. Clark: The tendency is to tum private partnerships into compames. 
Witness: Do you have many private partnerships now! 
Mr. Clark: Yes. 
Witness: Not nearly so many as previously. . . . 
Mr. Clark: No. They are tunt.ing over into compames. The general tendency IS to tum a 

private partnership into a company. · 
Mr. Shirtcliffe.] What I want to get at is ~his : would not the relieving of the companies from 

taxation as separate entities enable them practically _to ?nlBh out the small trader, whether he be a 
private individual or a private company !-I am not mclined to say that. . . 
· . Mr. Clark: They would tum into companies. · · · . . · · . · · ·:· · 

Wiiness :. I do not think so.. In point of fact, the small comp.any ~~ look aftentself. · .That 
is my experience. If it has' anything like the present Act, there IS no diffi~ty abom the smull 
company. 
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Mr. Begg.] Your suggestion as ag•inst that is that the. tax~tion should be increased on the smal 
company-that is, by your suggested syste~ of ~aduatmg, 1nstead of t~e present system. The 
company which makes the largest profit on 1ts cap1tal should be the heavter ta~ed 1-I suggest, of 
course that there should be a graduation, starting, say, at 6 per cent. and assessmg e.ach ! per cent. 
at a hlgher rate ; but I would put it into zones. I do not think that the progressiVe rate should 
apply to the whole income. . . . . 

You do not like the present system of graduated tax on the compames 1-I will ad!Dlt that m theory, 
at any rate, it is open to serious objection. 

Do you think a flat rate on coml!a.nies would .be preferable to the present system,1.-I do not 
think a flat rate meets the whole pos1t10n. That IS why I have suggested the graduatiOn on per
centage of return. 

You have suggested a way that you think does meet the position 1-I agree that it does not 
wholly meet the position. I do not know a way that does. 

With regard to the alleged passing-on of tax to the public, presumably any company-manager 
or any trader paying, say, 7! per cent., if he finds his taxation rising he wants still to pay 7! per cent. 
and earn the tax in addition if he can 1-Yes. 

We can take it that the whole of the business people of New Zealand would aim to earn that in 
addition to their ordinary profit 1-Yes. 

They are a fairly capable body of men, taking them all over. Do you not think that with a 
large number of capable men all aiming in that direction there will be a certain amount of success 1-
There might be a tendency. But let me put it in another way. In 1920-21 there were some big 
companies in New Zealand, admittedly efficiently managed, and they made profits. On the other 
hand, many big companies made disastrous losses. Yet they sold in competition, at the same prices. 
Which do you suggest passed on the taxation 1 

I am not trying to make you say that all tax is passed on ; but when we have admittedly the whole 
body of traders in New Zealand aiming at passing it on, the probability is that there is a considerable 
amount of success 1-There would be an aim and a tendency possibly to pass it on. That is quite 
another thing from admitting that it is passed on. It might by a process of diffusion be passed on, 
and I believe the process is as difficult to dissect as the vicious circle in the cost of living. It reacts 
and reacts-one on the other. • 

PATRICK JAMES SMALL, President, Dairy-farmers' Union (Incorporated), (Wellington Branch), 
examined. 

The Chairman.] You produce a statement setting forth your views on the question of taxation: 
will you read it to us, please 1-Yes, my statement is as follows :-

In giving evidence before the CoiDlnission I intend to confine my remarks as far as possible as 
to how these taxes affect the dairy-farmers of the Dominion. I have no hesitation in saying that 
the income-tax is by no means a popular tax with dairy-farmers, not so much as it affects them from 
a financial point of view as from the point of view of making an income-tax return. In this sense 
the exemption from income-tax which was granted by the Government last session no doubt 
afforded a distinct relief to the dairy-farmers. Whether this fact proves of advantage to the dairy
farmers or not is, of course, a contentious question. At the same time I am convinced that the 
exemption from paying a tax upon the net income has brought little or no benefit to the average 
dairy-farmer, as the net income of the individual producer was well within the present exemption 
of £300 per annum. In fact, I am prepared to say that the majority of dairy farms were not only 
worked without an actual profit, but in most cases the cost of production exceeded the revenue 
derived therefrom. It is safe to say that the average dairy-farmer is not so much concerned 
whether he is called upon to pay either income-tax or land-tax, but is more inclined to resent the 
fact of being asked to pay both. Prior to 1915 he was not only exempted from paying income-tax 
but the land-tax levied prior to that date was based on a much more equitable basis to the one 0~ 
which his taxation is calculated to-day. Prior to that date special exemption for land-tax was 
granted to farmers for the full amount of mortgages on their land. Not only were these exemptions 
whittled down in the 1916 alterations of the Act so that they entirely disappeared when the assessable 
v~lue exceeded a certain amount, b~t a gradual in~rease of the graduated tax was brought about, 
mth the result that the producer IS now faced With a severe land-tax the principle of which is 
entirely. changed from that .Prior to 1916. The greatest injustice the producer is labouring under 
to-day IS that the farmer. mth a property assessed at, say, £8,000 on which the encumbrances may 
amount to the same sum 1s called upon to pay a tax on £8,000. In addition of having no equity in 
such a property, he may be showing a distinct loss on his year's work, which, of course would have 
the effect o~ ~a~g. this tax all the ~ore unjus.t and inequitable, for he is actually called' upon to pay 
a tax on his liabilit1":" '."' well as h~vmg exl!enen~ed ~ loss in worki.ng his property. Another fact I 
would as~ the CoiDliDSSIOD to take mto cons1deratwn IS the revaluatiOn of properties which has taken 
place dunng. the past few years. In my capacity of Chairman of the Kairanga County Council this 
seyere handi?ap has repeatedly been brought home to me on various occasions. Not only does 
t~ revaluatiOn effect the p~oducers by way of land-tax, but constitutes .a heavy burden through 
~n mcreased local-body taxation, the whole representing a di•tinct hindrance not only to production 
1tse!f, bu~ also the development and improvement of the individual farms. I have noticed that 
several Witnesses before the Commission have given evidence on the lines that the basis of land-tax 
is fo~d on t~~ principle o! paying f~r the privilege of holding the freehold of land. If the Commission 
was m a position to obtam the feeling of the average dairy-farmer on this question they w?uld find 
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that ~his pri"!J~ge exis~ in theory_ only. ~ a ma:tter of practice there is not one dairy-farmer in fifty 
~ho IS not willing to dispose of h1s farm if hy domg so he could recoup himself the original cost and 
'Im~roveme~ts made thereon. This, of course, applies particularly to producers who have purchased 
t?eir land smce 1916, and as a t~emendous amoun~ of pr?p~rties hav_e changed hands during the past 
eight years ~he above fact applies _to. a substantial maJOrity of dairy-farmers. llfuch evidence has 
~!so b~en giVe~ befor? the ComiDlsSIOn , as to. the effects of taxation on primary and secondary 
I~dustnes.. ~t IS adm1~ted bJ: a~ that t?e pnmary producer has no meallB of passing on either 
di~ect or m~rect taxat10n, prmmpally owmg to the fact that he has no control over the fixing of 
prices f~r his produce. I have seen the argument advanced by witnesses before this Commission 
that busmess people and manufacturers are not able to pass on such taxation on account of excessive 
competition. This ar~~nt cannot, ~owever, be conside_red sound, for the simple reason that, no 
matter what the competitiOn, all trading and manufactUring concerns are more or less subjected to 
the .same taxation. Although in time of slump and depression the business man may have to add 
the. amount of ta:o:ation to. a financial loss incurred during _the year, his general calculations of his 
selling-values of his goods IS based on such a percentage whiCh at the end of the year will show him 
a reasonable net profit. This is a fact which I think the Commission should take into serious 
consideration when devising just ways and means of taxing the dairy-farmer. Commenting on 
unearned increment which is apparently looked upon as an exclusive advantage possessed by the 
owner of land, I am of the opinion that unearned increment exists equally not only amongst the 
secondary industries but every trade and profession. The business and professional man who grows 
up with his town reaps the same benefits and advantages as the man who happens to be the possessor 
of land, and as it is practically impossible to ascertain the exact value in such cases it would be 
much better to do away with taxation on unearned increment altogether. I would rather advocate 
that every encouragement should be given to every man that settles on the land in order to induce 
him to make his farm a home for himself and his children, in which case the question of unearned 
increment, as far as rural properties are concerned, anyhow, would practically disappear. I would 
ask the members of the CoiDlnission that, when framing their recommendations to the Government 
with regards to taxation, to take into consideration that the producers of this country are responsible 
for 98 per cent. of the total export values of the Dominion. I would also ask them to fully consider 
the hardships and disadvantages the dairy-farmers in particular are labouring under at the present 
day, and I feel confident that if the members of the Commission have a real and true conception of 
these things they cannot help recognizing the importance played by the primary producers of this 
country and frame a recommendation accordingly. 

Mr. Hunt.] You do not like the income-tax on account of the difficulty of making up the returns; 
and you do not like the land-tax because you have to pay it whether you make profits or not: how 
would you like an income-tax and no land-tax !-That would be preferable to the present system. 

You would sooner have that 1-Yes. I think there is a feeling amongst the farmers that they 
did like the land-tax previous to the alteration made in 1916, but it seems hard that if a man has a 
farm mortgaged up to the hilt he has got to pay land-tax up to the total value of the property. 

Mr. Weston.] Do you not think that that is a wrong position for the farmer to place himself in 
-to acqnire a large area of land with practically no means to work it !-Possibly, but very largely the 
country is bnilt up on that principle. 1\fany men set out in a smaller way many years ago, and they 
are prosperous to-day. i 

I am an old Taranaki man. When I was practising in Taranaki in the " nmeties " you could 
buy land there at £6 or £8 an a~re. You could g~t a far~ of 200_ or 300 acr~ f?r fro~ ~1,200 to 
£1 600 !-Well in the days of which you speak, fa=ng was JUSt as b1g a starvatiOn Job as 1t 18 to-day. 

' They hav~ pulled through by reason of the big increase in !and-values 1-l\fore particularly the 
increase in the value of the produce. 

Take a man with £4,000 capital if he buys £10,000 worth of land. Until recently he 
calculated that the bigger the farm he had the bigger the profi~ he would make on the resale 
Supposing he resold at a profit, there would be a b1g profit on his £4.000, whereas the man who 
played safe and bought a small place and put a small mortgage on it, if it came to reselling he would 
not make nearly the same profit as the other man 1-Thst is the speculator's point of view, but I 
am speaking about the legitimate farmer. 

You say that the bulk of the men in your dist~ic~ ha~e bou11ht since 1916 1-I am alluding to the 
farmers in New Zealand in general, not to my distnct 10 partwu!ar. • 

These men have bought with the knowledge that there is a land-tax on land 1-But they were 
under the impression that immediately things got better that land-tax would be reduced or done away 
with altogether. . · 

But it has been reduced 1-But not by a very appreciable amount. 
There is no use in magnifying our difficulties. I find that the land-tax on a property worth £8,000 

unencumbered at present comes to £45 per year. • Do you _think t~at that is an excessive amount 
to have to pay, seeing that the man w~o bought the land did so ~1th. the knowledge that he would 
have to pay land-tax 1-I do if there 18 no surplus ca ,h to pay It with. 

Ought you not to blame the farJDer himself fo having_purchased ":property _whic~ he finds does 
not give him sufficient return t~ pay his !and-tax 1-You Will find that 10 connectiOn With every farm 
bought since 1916 the same thmg prevails. . . . 

Ought not he to blame himself and say,~· Well, I have been a foo1."1-There 18 such a b1g c_ollectwn 
of fools. They were no different to other people. who were brought mto all sorts of speculations. ~t 
is like life on a goldfield. If we had boom. pnces to~morrow there would be extravagance. It IS 
human nature. When you have got the money you Will speculate. 
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But a man with a property such as I have described ought to be able to contribute £45 for the 
government of the country ?-That does not cover his taxation on that property by any means. 
He has interest and local rates to find. . .. 

Are not we always inclined to blame oth.e':" instead o~ blammg ourselves for the pos1t10n we are 
in 1-I am not blaming any one for the pos1t10n we are m.. . 

But you are asking for a reduction in the burd?n ?-It IS .only a reasonable thing to ask, where 
a man has not got the money and has to borrow It. There IS one o~her m"tter: for the ave~age 
dairy-farmer in New Zealand the upkeep of h1s herd a~ounts t~ something enormous, throu~h vanous 
diseases. Each dairy-farmer to-day ha~ to be a practiCal vetermary surgeon to be able. to hve at all. 
He starts the beginning of the season w1th a good herd. of co~s. I .know a ~an who paid £80 an ac~e 
for some of the richest land in New Zealand.· He pa1d a high pnce for high-grade Jerseys, and his 
neighbour was envious of him. His neighbours thought that that was the prope_r way to go about 
dairy-farming. But at the end of the season there was only one cow left. How IS that man to pay 
his land-tax 1 

OTTo WILLIAM WILLIAMS, Finance Chairman, Dairy-farmers' Union (Incorporated), (Wellington 
Province), examined. 

The Ohairm111n.] You are a dairy-farmer, Mr. Williams ?-Yes; near Palmerston North. 
You are giving evidence on behalf of your union ?-Yes, more or less. 
And this memorandum sets forth the views of your union : will you read it to us, please 1-

y es, the statement is as follows :- . . 
In giving evidence on behalf of the Dairy-farmers' Union I shall confine myself to the question 

of land and income tax, and as to how they effect, directly or indirectly, the dairy-farmers of the 
Dominion. The dairy-farmers are inclined to look upon the setting-up of a Royal Commission to take 
evidence on matters of taxation as the resnlt of the invidious criticism which has been levelled at the 
·Government from various quarters for exempting the farmers from paying income-tax. They 
naturally fear that an attempt will be made to reinstitute the income-tax without giving him an 
equivalent relief in other directions. In order to obtain some indication as to the feeling amongs~ 
dairy-farmers with regards to taxation the Wellington Provincial Uuion sent out to all its branches 
a circular letter asking the following questions :-(1.) Should the present system of taxation continue 1 
(2.) Should income be taxed and land-tax remitted 1 (3.) Should both land and income tax be paid 
by producers with the following exemption: (a.) Land-tax-Only to be payable on margin between 
assessed value and amount of mortgages. (b.) Income-tax-Only payable on income above (a) £500; 
(b) £1,000. The replies received from the various branches indicate that a substantial majority is 
in favour of a remission of the land-tax, while a few branches favour the remission of the income-tax, 
and only one branch was in favour of the third question with an exemption of £700. Although these 
questions were only circulated in the Wellington Province we believe the answers represent a fair 
average opinion throughout the dairy industry. At a number of meetings which I attended personally 
I have gathered the impression that the average dairy-farmer, without perhaps being able to give 
logical reasons or economical facts, is instinctively convinced of the unfairness and the injustice of the 
present land-tax. I have also invariably found that the average dairy-farmer who has not the slightest 
objection of paying a fair income-tax provided his financial position justifies such a tax, wh!le at the 
same time he resents a trifling land-tax if his year's work has resulted in a loss. Coming to the 
profits made by the dairy-farmers during the past few years, an entirely erroneous idea exists in the 
minds of the city and business people. If the price of butter and cheese shows a slight rise on the 
London market, business people inevitably jump to the conclusion that the dairy-farmer is making 
a fortune. As a matter of fact, no class of farmers have had, and still have, a harder task to make 
ends meet than have the dairy-farmers. It is quite safe to say that not 10 per cent. of the dairy
farmers of the Domiuion have in any way profited by the exemption from income-tax which was 
granted to farmers last session. The few who did not actually show a loss on the year's work were 
more than covered by the £300 exemption as provided by the Act. In spite of the £17,000,000 of 
dairy exports from last year the dairy-farmer of to-day is little better off, which conclusively proves 
that the cost of production in the dairy industry must be excessive. The fact of a business showing 
a large turnover is, of course, no proof of its financial success, and the dairy industry of New Zealand 
finds itself in a very similar position to-day. While the producers have a large turnover and a tre
mendous output the cost of production compared with the selling-values of their produce is entirely out 
of proportio.n. Conside~ing that the selling-pric.~ of dairy-p~oduce is beyond control of the producers, 
the only log.cal remedy IB, of course, to be found m the lowermg of the cost of production. Considering 
the. importan.ce of the in~ustr;y, ~e t~nk that the. G?vernme~t should .do. everything in its power to • 
assist the dairy-farmers m this directwn by a remiSsion of direct and mdirect taxation, in so far as 
such remission will help to reduc~ the'rate of ~ interest, the work of his farm, and his general cost 
of production. As already stated, we do not think that the remission of income-tax has had such an 
affect, nor is the average dairy-farmer very much concerned whether this tax is reinstituted or not. 
In fact, .the only relief such a remission has brought him was the fact that it saved him from making 
?ut. an mcome-tax retur.n, as th~ l.atter ~roubled him more than the tax itself. Personally, I am 
mclined to look upoll: this ~ a distmct disadvantage, as a making of a return necessitated a certain 
amount of book-keepmg, whiCh no matter how elementary was of some benefit to the average dairy-

. farmer.. . . . . . · . 
. Co~ing to the l~nd-tax, the !!e~ral f~eling appealJ! to be that it is both unfair and inequitable. 

This no doubt apphcs to the pnnCiple as well as to the application of the land-tax. In the first 
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· place it is looked upon as unfair to be asked to pay a tsx on one's stock·in-trade when such stock
in-trade happened to show a loss on the year's working. It is considered inequitable becaueo tho tsx 
amounts to a property-tax, or, as it often has been called, a capitsllevy on something which in many 
cases one does not actually possess. I am referring, of course, to the fact of having to pay land-tax 
irrespective of encumbrances. The exemptions provided by the Act afford, of course, a certain 
amount of relief, but in no way effect the principle of tsxation. Neither do we think that )and-tsx 
as applied to-day has the effect it was intended to have-namely, the prevention of aggregation-for 
there are many loopholes which are quite effective and even legitimate if required. The effect of tho 
present land-tax is to tax the producer, whether he is making a profit o not, and whether he holds 
an equity in his property or not. It further taxes the man who lends him the money on mortgage, and 
in order to recoup himself the latter raises his rate ofintere.•t, and so the vicious circle is completed 
and the produ.cer pays every time. 

Speaking of the company-tsx, and stating my own personal opinion, although not in favour of 
a complete remission, I think a considerable modification would be of indirect help to the producer• 
as a whole. Large lending institutions, which one time made a speciality of advancing money on 
farm properties, have practically gone out of the market completely. I do not think that the solo 
reason for this is to be found in the high rate of the present company-tax, although such may be a 
contributing factor, but that part of the reason are the tempting investments in gilt-edge securities, 
which, of course, prove more remunerative and show a smaller risk than investments in real estate. 
For the same reason I think that a readjustment of investments, even with a remission of tho present 
company-tax, would be a very small one, especially as long as such other securities are obtainable. 
());her retarding factors are, of course, the high price of land, and the extreme lluctuations in tho 
value of produce. I do not favour a complete abolition of the company-tsx, for tho reason that tho 
principal lending institutions in this country-and I am specially referring to banks-1uwe been 
during the past few years making profits and paying dividends· in spite of a heavy company-tax, 
which would certainly have juetified a lower rate of interest being charged by these institutions. 
The producers are naturally asking themselves the question whether complete abolition of tho 
company-tax would have the result of lowering the rate of interest, and if they thought that some 
benefit was to be derived in this direction they would certainly be in favour of some modification in 
regards to this tax. 

In conclueion I might say that the main concern of the dairy-farmers is not to be once more 
saddled with both land and income tax. He has no objection to paying his fair share of taxation 

.. provided he is financially able to do so. He thinks· that the Government should assist him in every 

. way, directly and indirectly, to put production on a payable and profitable basis, by adjueting taxation 
in such a way as will-(1) Make available the necessary capital for renewing his mortgages and 
improving his land ; (2) lower rate of interest ; (3) lower cost of production. It is only by these means 
that he will lie able to tide over his present difficulties, keep up and increase his production, and 
place the dairy induetry on a safe and prosperoue basis. The Dairy-farmers' Union is not so much 
concerned with proposing or advocating certain methods of tsxation as in stating the producers' 
present difficulties and handicaps to the Commission, in order that, when making their recommend
ations to the Government, the Commission may tske these difficulties into consideration. 
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