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1946
NEW ZEALAND

REPORT3/OF THE ROYAL COMMISSION
ON LICENSING

Laid on the Table of the House of Representatives by Command
of His Excellency

Royal Commussion to Inquire into and Report wpon Licensing Matters
m New Zealand

(‘ERORGE THE SIXTH by the Grace of (God, of (ireat Britain, Ireland, and

the British Dominions beyond the Seas, King, Defender of the Faith :

To our Trusty and Well-beloved the Honourable Mr. Justice David

Stanley Smith, of Wellington, a Judge of the Supreme Court ;

Percy Taylor Coyle, of Wellington, Secretary ; George William

Hutchison, of Auckland, Public Accountant ; Thomas Jordan,

of Masterton, Barrister and Solicitor ; HEdmund Colin Nigel

Robinson, of Morrinsville, Farmer ;: James Patrick Ruth, of

Dunedin, Civil Servant ; the Reverend John Thomson Macky,

of Lower Hutt, Minister of Religion; Percy Malthus, of

Hampden, Farmer ; and the Honourable Mr. Frederick George

Young, Member of the Legislative Council, of Auckland,
Secretary : Greeting. :

WuEREAS we have deemed it expedient that a Commission should issue

to inquire into the working of the laws relating to the manufacture and

importation, sale and supply of intoxicating liquors, and into the social
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and economic aspects of the question, and to examine and report upon

proposals that may be made for amending the law in New Zealand in the
public interest :

Now know ve that We, reposing trust and confidence in your know-
ledge and abilitv. do hereby nominate, constitute, and appoint you,
the said

David Stanley Smith,

Percy Taylor Covle,

(eorge William Hutchison,
Thomas Jordan,

Edmund Colin Nigel Robinson,
James Patrick Ruth,

John Thomson Macky,

Percy Malthus, and

Frederick (ieorge Young

to be a Commission to inquire into and report upon the working of the
laws relating to the manufacture and 1mp01tat10n sale and supply,
whether by wholesale or retail, of intoxicating liquors, and the social
and economic aspects of the que,stlon and proposals that may be made
for amending the law in the public interest, and to make suc h proposals
as you may vourselves think fit for amendment of the law :

And generally to mquire mnto and report upon such other matters
an,smg out of the premises as may come to your notice in the course of
your inquiries and which you ¢ onsider should be mvestigated in connection
therewith, and upon any matters affecting the premises which vou
consider should be brought to the attention of the GGovernment :

And We do hereby appoint vou, the said
David Stanley Smith,
to be Chairman of the said Conunission :

And for the better enabling vou to carry these Presents into effect
you are hereby authorized and <>]11powewd to make and conduct any
inquiry under these Presents at such time and place as you deem
expedient, with power to adjourn from time to time and place to place
as you think fit, and so that these Presents shall continue in force, and
the inquiry may at any time and place be resumed although not Tegulally
adjourned from time to time or from place to place :

And you are hereby strictly charged and directed that you shall not
at any time publish or otherwise disclose save to His Excellency the
(tovernor-General, in pursuance of these Presents or by His Excellency’s
direction, the contents of any report so made or to be made by you or
any evidence or information obtained by you in the exercise of the powers
hereby conferred upon you except suc D evidence or 1nf()11n@t10n as is
received in the course of a sitting open to the public :
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And it is hereby declared that the powers hereby conferred shall be
exercisable notwithstanding the absence at any time of any one or more
of the members hereby appointed so long as the Chairman, or a member
deputed by the Chairman to act in his stead, and at least four other
members be present and concur in the exercise of such powers :

And We do further ordain that you have liberty to report your
proceedings and findings under this Our Commission from time to time
if you shall judge it expedient so to do:

And, using all due diligence, vou are required to report to His
EKce]lcnw the Governor-General in writing under your hands and
seals not later than the first day of September, one thousand nine
hundred and forty-five, your findings and opinions on the matters
aforesaid, together with such recommendations as yvou think fit to make
in respect thereof :

And, lastly, it is hereby declared that these Presents are issued under
the authority of the Letters Patent of His late Majesty dated the eleventh
day of May, one thousand nine hundred and seventeen, and under the
authority of and subject to the provisions of the Commissions of Inquiry
Act, 1908, and with the advice and consent of the Kxecutive Council
of the Dominion of New Zealand.

In witness whereof We have caused this Our Commission to be issued
and the Seal of Our Dominion of New Zealand to be hereunto affixed at
Wellington, this thirty-first day of January, in the year of our Lord one
thousand nme hundred and forty-five, and m the ninth vear of Our
eign.

Witness our Trusty and Well-heloved Sir Cyril Louis Norton Newall,

Marshal of Our Royal Air Force, [&moht Grand Cross of ()ur
Most Honourable Order of the Bath. \Iembel of Our Order of
Merit, Knight Grand Cross of Our Most Distinguished Order of
Saint Michael and Saint George, Commander of Our Most
Excellent Order of the British Empire, on whom has been
conferred Our Albert Medal of the Fist Class, Governor-
General and Commander-in-Chief in and over our Dominion of
New Zealand and its Dependencies. acting bv and with the
advice and consent of the Executive Council of the said
Dominion.

[L.s.] (. L. N. NEWALL, Governor-General.

By His Excellency’s Command—
H. G. R. MASON, Minister of Justice,

Approved in Council—
C. A. JEFFERY, Clerk of the Executive Counecil.

I
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Member of Commussion to Inquire into and Report wpon Licensing Matters
resigns

Department of Justice,
Wellington, 10th April, 1945.

His Excellency the Governor-General has been pleased to accept the
Tesignation by
Thomas Jordan, Esquire,

of his appointment to the Royal Commission to Inquire into and Report
upon Licensing Matters in New Zealand.

H. G. R. MASON, Minister of Justice.

Appovrtment of further Comanissioner to Royal Commission to Inquire into
and Report wpon Licensing Matters tn New Zealand

GEORGE THE SIXTH by the Grace of God, of Great Britain, Ireland, and
the British Dominions beyond the Seas, King, Defender of the Faith :

To our Trusty and Well-beloved Bella Fernie Logie, widow of the
late Sergeant (eorge Logie, of the 15th Royal Scots Regiment :
(ireeting.

WrEREAS We did by Our Warrant bearing date the thirty-first day of
January, one thousand nine hundred and forty-five, issued under the
authority of the Letters Patent of His late Majesty dated the eleventh
day of ‘\Iay, one thousand nine hundred and seventeen, and under the
Commissions of Inquiry Act, 1908, and with the advice and consent of
the Executive Council, appomt Commissioners to inquire into the working
of the laws relating to the manufacture and importation, sale and supply
of intoxicating liquors, and into the social and economic aspects of the
question, and to examine and report upon proposals that may be made
for amending the law in New Zealand in the public interest :

And whereas it is desirable to appoint another member to the
Commission :

Now know ye that We, reposing great-confidence in your knowledge
and ability, have authorized and appointed and do by these presents
authorize and appoint you, the said

Bella Fernie Logie,
to be a Commissioner for the purposes aforesaid.

In witness whereof We have caused these presents to be issued and
the Seal of Our Dominion of New Zealand affixed at Wellington, this
sixth day of April, in the year of our Lord one thousand nine hundred and
forty-five, and in the ninth year of Our Reign.
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Witness Our Trusty and Well-beloved Sir Cyril Louis Norton Newall,
Marshal of Our Royal Air Force, Knight Grand Cross of Our
Most Honourable Order of the Bath, Member of Our Order of
Merit, Knight Grand Cross of Our Most Distinguished Order of
Saint Michael and Saint George, Commander of Our Most
Excellent Order of the British Empire, on whom has been
conferred Our Albert Medal of the First Class, Governor-General
and Commander-in-Chief in and over Our Dominion of New
Zealand and its Dependencies, acting by and with the advice
and consent of the Kxecutive Council of the said Dominion.

[r.8.] C. L. N. NEWALL, Governor-(General.

By His Excellency’s Command—
H. G. R. MASON, Minister of Justice.

Approved in Council—
C. A. JEFFERY. (lerk of the Executive Council.

Extending Period within which the Commission appointed to Inquire vnto
and Report wpon Lacensing Matters in New Zealand shall report

{YEORGE THE SIXTH by the Grace of God, of Great Britain, Ireland, and
the British Dominions beyond the Seas, King, Defender of the Faith :

To Our Trusty and Well-beloved the Honourable Mr. David Stanley
Smith, a judge of the Supreme Court, Percy Taylor Coyle,
George William Hutchison, Edmund Colin Nigel Robinson,
James Patrick Ruth, the Reverend John Thomson Macky,
Percy Malthus, the Honourable Mr. Frederick George Young,
and Bella Fernie Logie : Greeting.

WarEREAS by Our Warrant dated the thirty-first day of January, one
thousand nine hundred and forty-five, you, the said

David Stanley Smith,

Percy Taylor Coyle,

George William Hutchison,
Edmund Colin Nigel Robinson,
James Patrick Ruth,

John Thomson Macky,

Percy Malthus, and

Frederick George Young,

together with Thomas Jordan, of Masterton, Barrister and Solicitor, now
deceased, were appointed under the authority of the Letters Patent of
His late Majesty dated the eleventh day of May, one thousand nine
hundred and seventeen. and under the authority of the Commissions of
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Inquiry Act, 1908, and with the advice and consent of the Executive
Council, to be a Commission of Inquiry for the purposes in the said
Warrans duly set out :

And whereas by Our further Warrant dated the sixth day of April,
one thousand nine hundred and forty-five, vou, the said Bella Hernie
Logie, were appointed to be a member of the said Commission of Inquiry :

And whereas by Our said first-mentioned Warrant you were required
to report not later than the first day of September, one thousand nine
hundred and forty-five, your findings and opinions on the matters
referred to you:

And whereas it is expedient that the time for so reporting should he
extended as hereinafter provided : o

Now, therefore, We do hereby extend until the thirty-first day of
December, one thousand nine hundred and forty-five, the time within
which you are so required to report : ’

And We do hereby confirm the said Commission and the two
respective Warrants hereinbefore referred to except as altered by these
presents.

In witness whereof We have caused these presents to be issued and
the Seal of Our Dominion of New Zealand to be affixed hereto at
Wellington, this twenty-second day of August, in the year of our Lord
one thousand nine hundred and forty-five, and in the ninth vear of Our
Reign. ’

Witness Our Trusty and Well-beloved Sir Cyril Louis Norton Newall,

Marshal of Our Royal Air Force, Knight Grand Cross of Our
Most Honourable Order of the Bath, Member of Our Order of
Merit, Knight Grand Cross of Out Most Distinguished Order of
Saint Michael and Saint George, Commander of Our Most
Excellent Order of the British Empire, on whom has been con-
ferred Our Albert Medal of the First Class, (Governor-General
and Commander-in-Chief in and over Our Dominion of New
Zealand and its Dependencies, acting by and with the advice
and consent of the Executive Council of the said Dominion.

(. L. N. NEWALL, Governor-General,
By his Deputy,
[r.s.] MICHAEL MYERS.
By His Excellency’s Command—

H. G. R. MASON, Minister of Justice,

Approved in Council—
C. A. JEFFERY, (lerk of the Executive Council.
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Euxtending Period within which the Commussion apponted to Inquire into
and Report wpon Licensing Matters in New Zealand shall report
{:EORGE THE SIXTH by the Grace of God, of Great Britain, Ireland, and

the British Dominions beyond the Seas, King, Defender of the Faith :

To Our Trusty and Well-beloved the Honourable Mr. David Stanley

Smith, a Judge of the Supreme Court, Percy Taylor Coyle,
(teorge William Hutchison, Edmund Colin Nigel Robinson,
James Patrick Ruth, the Reverend John Thomson Macky,
Percy Malthus, the Honourable Mr. Frederick George Young,
and Bella Fernie Logie : Greeting.
WrEREAS by Our Warrant dated the thirty-first day of January, one
thousand nine hundred and forty-five, you, the said
David Stanley Smith,
Percy Taylor Lovle
(xeorge William Hutohison,
Edmund Colin Nigel Robinson,
James Patrick Ruth,
John Thomson Macky,
Percy Malthus, and
Frederick George Young,
together with Thomas Jordan, of Masterton, Barrister and Solicitor, now
deeceased, were appointed under the authority of the Letters Patent of
His late Majesty dated the eleventh day of May, one thousand nine
hundred and seventeen, and under the authority of the Commissions of
Inquiry Act, 1908, and with the advice and consent of the Executive
Council, to be a Commission of Inquiry for the purposes in the said
Warrant duly set out :

And whereas by Our further Warrant dated the sixth day of April,
one thousand nine hundred and forty-five, vou, the said Bella Fernie
Logie were appointed to be a member of the said Commission of Inquiry :

And whereas by Our said first-mentioned Warrant you were required
to report not later than the first day of September, one thousand nine
hundred and forty-five, your findings and opinions on the matters
referred to you :

And whereas by Our further Warrant dated the twenty-second day
of August, one thousand nine hundred and forty-five, the time within
which you were so required to report was extended until the thirty-first
day of December, one thousand nine hundred and forty-five :

And whereas it is expedient that the time for so reporting should be
further extended as hereinafter provided :

Now, therefore, We do hereby extend until the thirty-first day of
May, one thousand nine hundred and forty-six, the time \\’Lthll’l which
you are o required to report :

And We do hereby confirm the sald Commission and the three
rebpectlve Warrants hereinbefore referred to except as altered by these
presents.
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: In witness whereof We have caused these presents to be issued and
the Seal of Our Dominion of New Zealand to be affixed hereto at
Wellington, this 12th day of December, in the vear of Our Lord one
thousand nine hundred and forty-five, and in the tenth vear of Our Reign.

Witness Our Trusty and Well-beloved Sir Cyril Louis Norton
Newall, Marshal of Our Royal Air Force, Knight Grand Cross
of Our Most Honourable Order of the Bath, Member of Our
Order of Merit, Knight Grand Cross of Our Most Distinguished
Order of Saint Michael and Saint George. Commander of Our
Most Excellent Order of the British Empire. on whom has been
conferred Our Albert Medal of the First Class, (Fovernor-General
and Commander-in-Chief in and over Our Dominion of New
Zealand and its Dependencies, acting by and with the advice
and consent of the Executive Council of the said Dominion.

[L.8.] C. L. N. NEWALL. Governor-General.
By His Excellency’s Command-—
H. G. R. MASON, Minister of Justice.
Approved in Council- -
W. 0. HARVEY,
Acting Clerk of the Executive Council.

Extending Period within which the Commaussion appointed to Inquire into
and Report wpon Licensing Matters wn New Zealand shall report

GEORGE THE SIXTH by the Grace of God, of Great Britain, Ireland, and
the British Dominions beyond the Seas, King, Defender of the Faith :
To Our Trusty and Well-beloved the Honourable Mr. David Stanley
Smith, a Judge of the Supreme Court, Percy Taylor Coyle,
George William Hutchison, Edmund Clolin Nigel Robinson,
James Patrick Ruth, Perw Malthus, the Honoumble Mr.
Frederick George Youno and Bella Fernie Logie : Greeting.
Waereas by Our Warrant dated the thirty-first dayv Of January, one
thousand nine hundred and forty-five, you, the said

David Stanley Smith,

Percy Tavlor Coyle,

George William Hutchison,

Edmund Colin Nigel Robinson,

James Patrick Ruth,

Percy Malthus, and

Frederick (George Young.
together with Thomas Jordan and John Thomson Macky, now deceased,
were appointed under the authority of the Letters Patent of His late
Majesty dated the eleventh day of May, one thousand nine hundred and
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seventeen, and under the authority of the Commissions of Inquiry Act,
1908, and with the advice and consent of the Executive Council, to be a
Commission of Inquiry for the purposes in the said Warrant duly ‘St oub :

And whereas by Our further Warrant dated the sixth day of April,
one thousand nine hundred and forty-five, you, the said Bella Fernie
Logie were appointed to be a member of the said Commission of Inquiry :

And whereas by Our said first-mentioned Warrant you were required
to report not later than the first day of September, one thousand nine
hundred and forty-five, your findings and opinions on the matters
referred to you:

And whereas by Our further Warrant dated the twenty-second day
of August, one thousand nine hundred and forty-five, the time within
which you were so required to report was extended until the thirty-first
day of December, one thousand nine hundred and forty-five :

And whereas by Our further Warrant dated the twelfth day of
December, one thousand nine hundred and forty-five, the time within
which you were so required to report was further extended until the
thirty-first day of May, one thousand nine hundred and forty-six :

And whereas it is expedient that the time for so reporting should be
further extended as hereinafter provided :

Now, therefore, We do hereby extend until the thirty-first day of
August, one thousand nine hundred and forty-six, the time within which
you are 0 required to report :

And we do hereby confirm the said Commission and the four
respective Warrants hereinbefore referred to except as altered by these
presents.

In witness whereof We have caused these presents to be issued and
the Seal of Our Dominion of New Zealand to be affixed hereto at
Wellington, this twenty-fourth day of May, in the year of Our Lord
one thousand nine hundred and forty-six, and in the tenth year of Our
Reign.

Witness Our Trusty and Well-beloved Sir Michael Myers, Knight
Grand Cross of Our Most Distinguished Order of Saint Michael
and Saint George, Chief Justice of New Zealand, the Adminis-
trator of the Government of the Dominion of New Zealand,
acting by and with the advice and consent of the Executive
Council of the said Dominion.

[L.8.] MICHAEL MYERS,
Administrator of the Government.

By His Excellency’s Command—
H. G. R. MASON, Minister of Justice.

Approved in Council—
W. O. HARVEY,
Acting Clerk of the Executive Council.
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REPORT

To His ExXCELLENCY THE (GOVERNOR-(GGENERAL OF THE DOMINION OF NEW ZEALAND,
May 1T PLEASE YOUR EXCELLENCY—

We, the undersigned Commissioners, appointed by Warrant dated the 31st
day of January, 1945, have the honour to submit to Your Excellency our report under
the following terms of reference :---

To inquire into and report upon the working of the laws relating to the manufacture and
importation, sale, and supply, whether by wholesale or retail, of intoxicating liquors, and the social
and economic aspects of the question and proposals that may be made for amending the law in the
public interest, and to make such proposals as you may yourselves think fit for amendment of the
law; and generally to inquire into and report upon such other matters arising out of the premises as
may come to your notice in the course of your inquires and which vou consider should be investigated
in connection therewith, and upon any matters affecting the premises which you consider should he
brought to the attention of the Government. .

PREFACE

Tae report of the Commission which we present is the report of the majority of your
Commissioners—viz., David Stanley Smith (Chairman), Bella Fernie Logie, Percy Malthus,
Edmund Colin Nigel Robinson, and James Patrick Ruth.

We have divided our report into two books :-—

Book I, comprising paragraphs 1 to 1521 inclusive, contains a statement of the
facts concerning the liquor trade of New Zealand and the mischiefs and
deficiencies connected with it. This book is lengthy, but, in our view,
unavoidably so, because we are convinced that an objective account of the
whole trade is the best foundation for considering and determining not oniv
the main lines of control, but also the remedy for any particular ill.

Book II, comprising paragraphs 1522 to 1991 inclusive contains our recomi-
mendations for the remedies which we consider are required for the mischiefs
and deficiencies revealed by the over-all picture of the facts in Book I.
Book II relies on the detailed statement of those facts, but is, for practical
purposes, complete in itself.

For the purpose of dealing with the facts, we have divided the books into various
parts. This division, while convenient for our work, does not purport to constitute a
clagsification of material, which is mutually exclusive throughout.

All Appendices have been attached to Book 11 '

In addition to the report of the Commission which we present in Books I and 11,
Book IIT contains the separate reports of the minority of vouwr Commissioners—viz.,
Percy Taylor Coyle, George William Hutehison, and Frederick George Young.

Your Commissioner, George William Hutchison, has expressed («) his general agree-
ment with Book I of our report, which comprises paragraphs 1 to 1521 mclusive ; (b) hi~
general agreement with that part of Book II of our report, which ix comprised in
paragraphs 1522 to 1563 inclusive ; and (¢) his agreement with the remainder of our
report in so far as it does not conflict with his own conclusions.

Your Commisgioner, Frederick George Young, has expressed his general agreement
with paragraphs 1 to 1521 inclusive, of our report, subject to certain general observations
which he has made. i

A Table of Contents, covering all the books, precedes the Introduction to Book T.

An index, covering all the books, which is the work of our colleague Mr. E. C. X,
Robinson, and of our secretary, has been added to Book I11.

The letter “ R before a number (e.g., R.2122) indicates a page in the bound
volumes of the record of proceedings.
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PART I.—INTRODUCTION

1. There have been two changes in the personnel of the Commission. Before we
commenced to take evidence, Mr. Thomas Jordan resigned, and on the 6th April, 1945,
Mrs. Bella Fernie Logie was appointed a member of the Commission. On the 21st
February, 1946, the Rev. J. Thomson Macky died. His death caused us the deepest
regret on account both of his personal qualities and of the active part he had taken in
the inquirv. Mr. Macky had also prepared for the Commission an index of the evidence
and of counsels’” addresses, which is very complete and has proved indispensable in the
preparation of this report. Mr. Macky’s death occurred after the close of the evidence,
and his place was not filled.

2. Throughout our inquirv we have had the dsmatdnce of Mr. J. D. Willis, counsel
appointed by the Government, to assist the Commission. Messrs. H. F. O’Leary, K.C.,
P. B. Cooke, K.C., and I. H. Macarthur appeared to represent the National Council of the
Licensed Trade. They stated that they represented the great majority of the members
of that organization. Messrs. F. C. Spratt and R. Hardie Boys appeared to represent the
New Zealand Alliance. During the course of the inquiry other counsel (twenty-four in
all) appeared to represent persons or organizations concerned with some particular
aspect of our inquiry.

3. We record our deep appreciation of all the assistance we have received. Wa
were much indebted to the counsel who appeared regularly throughout the sittings.
They had to deal with a great mass of evidence under pressure of time in order to keep
the members of the Commission, who came from different parts of New Zealand,
continually occupied. We were particularly indebted to the counsel appointed to
assist the Commission, Mr. J. D. Willis, who had the main burden of maintaining the
flow of evidence. His power of work and his ability were equal to all demands upon ther,

We acknowledge also the excellent work done by the stafl of the Commission. We
do not think we could have been better served. Our Secretary, Mr. A. B. Thomson,
LL.M., by his effeiency and organizing ability has ensured the smooth running of the
Commission and the careful and accurate production of the record. He has also assisted,
with care and skill, in the collation of the evidence for the preparation of this report.
Our staff of typistes (Mrs. Worboys, Miss Will, and Miss Eadie). by their combination
of accuracy with speed, and by their devotion to duty, have produced, we venture to
think, a record which. on the whole, despite its volume, is admirably complete and correct.,
We express our thanks alco to the other members of the staff for their officient work.

We acknowledge also the great assistance we have received from those Stipendiary
Mugistrates and Judges of the Native Land Court, who have given us freely the benefit
of their experience ; from the Commissioner of Police and the members of the Police
Force, who have given evidence and who also undertook extensive inquiries on our
behalf, including a report upon the condition of all the hotels in New Zealand ; from the
officers of the various other Departments of Government and, in particular, of the Justice
Department, the Native Department, and the Land Registries. who went to much trouble
to collect information for us ; from the Licensing Committees. who answered an extensive
questionnaire prepared by ‘the Justice Department 1 from members of the licensed
trade, who answered our questionnaire and who gave evidence which must have taken
them much time and trouble to collect and arrange : from the representatives of the
New Zealand wine industry, who presented their case to us in a very complete form ;
from the New Zealand Alliance, which, through its Superintendent, supplied us with a
great deal of information and freely presented its viewpoint ; from the churches, some of
whom held special conferences to deal with the matters in issue before us, and who gave
much time and thought to the presentation of their respective cases; from women’s
organizations, clubs, Maori committees, and groups of citizens, who also took much trouble
to collect their evidence and to present their points of view; and from the many
individuals who stated their views.
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4. We held a prelimmary meeting in Wellington on the 9th February, 1945, and
decided to sit in public to hear evidence and argument, but we reserved to ourselves
the right to make any inquiries concerning the matters in question which we thought
yroper. We gave notice in the newspapers In various parts of the country of the slttlnﬂs
of the COI)’[IHIS‘%IOH and invited evidence from those having knowledge of the matters
under inquiry. \Ve began our public sittings in Wellington on the Bth March, 1945,
and continued until the 27th April, when we adjourned to Auckland. We have since
held the following public sittings, the dates mentioned being inclusive : at Auckland
from the 8th May to the 18th ]une at Rotorua from the 26th June to the 2nd July ;
at Te Kuiti from the 4th July to the Tth J uly ; at Christchurch from the 20th July to
the 26th July ; at Invercargill from the Ist August to the 3rd August: at Dunedin on
the 7th and 8th August; at Wellington from the 28th August to “the 20th September,
and again at Wellington from the 15th October to the 30th October, 1945. In all, we
held 93 public sittings. We heard 297 witnesses, and the evidence occupies 7,824 typed
foolscap pages. In addition, many documents and files have been admitted as exhibits.
“The Chalrman sat in Chambers on two occasions for the purpose of hearing legal
argument. A case was stated for the Court of Appeal upon the question whether we were
authorized to inquire as to what contributions were made by the licensed trade to the
funds of political parties. The Court of Appeal held that we were not authorized by our
order of reference to make that inquiry.

PART II.—ALCOHOLIC LIQUOR : THE NEED FOR CONTROL
CHAPTER 1.—THE NATURE AND EFFECTS OF ALCOHOLIC LIQUOR

5. As our inquiry is concerned with the problems arising out of the consumption
of aleoholic liquor, we desire to explain briefly our view of the evidence concerning the
nature and effect of alcohol upon the human body. Oral evidence was given by
Professor D’Ath, Professor of Pathology at the Otago University Medicdl School, and by
Dr. J. F. G. Richards, Medical practitioner, of Auckland. We have also been supplied
with various books and reports on the subject.

6. The intoxicating ingredient in alcoholic liquor is ordinary or ethyl alecohol, to
which we shall refer as ““ alcohol.” The scientific evidence refers to the effect of alcohol,
as distinet from alcohol in beverage form, as in beer, whisky, and the like. The
distinetion must be remembered in applying the evidence, because any specified quantity
of alcohol is represented by a larger quantity of alecoholic beverage. For example,
15 c.c. of alcohol is the equivalent of 30 c.c. of whisky (R. 3536¢).

Alcohol is usually produced by the fermentation of sugar. It has several effects
upon the human body. The first effect when burnt in the body is that it liberates a
zertain amount of energy. This is the total value of alcohol as a food, but it has no
advantages as a food over other much more desirable substances such as milk.  Aleohol
1z seldom taken as a food.

3. The second effect of alcohol is that it operates as a drug if not taken in excessive
quantities. A drug is a substance which temporarily modifies the aectivities of the
bodily organs, including the brain, otherwise than by acting as a food. The use of
aleohol as a drug is its main uge. It may be used as a medicine in certain restricted
cases—e.g., 11 angina pectoris or in diabetes—but there are other more effective drugs
for use in those conditions. When used as a beverage its main effect is that of a narcotic
and not of a stimulant. It depresses the action of the nervous system and blunts the
higher mental processes. The highest functions—those of the critical judgment and of
self consciousness—are first affected. The result is some loss of self-control. The
average individual counteracts this effect in its early stages by an increased effort at
self-control. As the dosage of alcohol is increased, the effort at self-control tends to
become ineffective,
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9. The third effect of aleohol commences when the stage of drunkenness is reached.
Aleohol then ceases to operate as a drug, and begine to operate as a poison upon the
central nervous system. That involves danger to life. If the use of alcohol to the
poisonous stage 1s continued by a normal person, chronic alcoholism is likely to arise
and bring about diseased conditions of the organs of the drinker which may be of a
permanent character. The important factors which contribute to chronic alcoholism
are: (1) the use of strong alcoholic beverages, (2) the frequent repetition of the dose,
(3) drinking without food, and (4) the use of alcohol as a source of energy in place of
proper food. On the other hand, the effect varies with the individual. One person can
take more alcoholic liquor than another without harmful effects, but it is established
that any person suffering from a nervous disorder is particularly susceptible to the effect
of alecohol and that its use is definitely injurious to him.

10. Effective doses of alcohol lower efficiency by decreasing accuracy. The
deleterious effects are least marked in tasks that are familiar or do not require much
attention. The effects vary also with the conditions under which they occur. They vary
also for different individuals and also by reference to the extent to which the individual
i3 accustomed to the effects of alcohol. Even so, it appears that most cbservers
conclude that 30 c.c. of alechol, or even less, has definite effects on performance and
behaviour (28-5 c.c. equals 1 flnid ounce). Doses of 20 to 40 c.c. of alcohol practically
double the errors in clese work. With some individuals, 10 c.c. may produce this result,
while habitual drinkers are more zesistant. The concentration in which the alcohol
is given does not materially influence the response, but the effect is less when the alcohol
is taken with or just after meals, for then it is more slowly absorbed. The harmful
effect of alcohol upon the driver of a motor-caz is well known and, in the light of the facts
stated, need not be elaborated.

11. The properties which make alcohol attractive as a beverage are: (1) its
rubefacient effect on the lining of the stomach, producing an agreeable sense of warmth,
(2) its property of dilating the peripheral circulation, producing an agreeable sensation
of glow, and (3) its property of reducing the co-ordination of the nerve centres and thereby
removing, from a slight to an increasingly greater extent, the inhibitions and controls
of the individual. The results are described in a scientific text-book “A Manual of
Pharmacology,” by Sollmann (1943), (R. 3536%) in these words :—

There is an increased vivacity of motion, action, and speech, which later may acquire a stamp of
brilliancy, perhaps of inspiration. The subjective condition of the individual generally veers towards
self-appreciation.  Shyness, if it ordinarily exists, is replaced by self-confidence. The person under
the influence of aicohol feels an unlimited confidence in his own powers and accomplishments, both
intellectual and physical. He attempts difficult and impossible tasks, and feels that he accomplishes
them. He may similarly overestimate the performance of others.

The author continues : —

The view that alcohol increases the intellectual and physical powers of the individual is shown by
actual experiments to be erroncous, and based almost entirely upon the subjective condition of the
individual, his weakened faculty of judgment, and premature but faulty or misdirected reactions.
The failure of alcohol to produce real stimulation is also attested by common experience. Persons
who have to undergo severe cxertion, either physical or intellectual, very rarely take alcohol before or
during their labour, but only when this is finished, and then not for any stimulating, but really for its
depressing effect, for the feeling of comfort and general relaxation which it induces. The continued
use of large doses of alcohol greatly diminishes the activity of the individual, and even moderate doses
tend to have the same effect. (R. 3536 ¥ and ¢.) i

12. Both Professor D'Ath and Dr. Richards were agreed that the consumption of
aleohol may be regarded as reasonable if it is not excessive, but they were not in agreement
as to what is excessive. Dr. Richards took the view that any consumption above
“ minimal quantities ” is excessive, because it has a harmful effect upon health. He
explained that the body can metabolize—i.e., oxidize within the blood-stream and
render harmless—10 c.c. of alcohol in an hour (R. 3536p). It might then be thought
that 240 c.c., or about 8 oz. of alcohol could be metabolized within twenty-four hours.
That would only be so, however, if 10 c.c. were taken every hour. The fact is that any
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quantity over 10 c.c. circulated in the blood at any one time will not be metabolized
within the hour, but will continue to circulate i the blood for a longer period. Thus
30 c.c., or 1 oz. or any composition or mixture containing 1o0z.—e.g., 2 oz. of whisky—
requires eight hours before it is metabolized. = Forty-five cubic centimetres, or 1% oz.
which is equal to 3 oz. of whisky, requires twelve hours before it is metabolized.

13. It is, however, the effect of alcohol upon the tissues before metabolization whick
makes it desirable as a convivial aid to those who consume it. What the moderate
consumer should reasonably desire to know is the amount which he can individually
take in aid of convivial enjoyment without injuring his self-respect or his health. Dr.
Richard’s general estimate of a permissible quantity was 12 c.c. per day, which is the
amount of alcohol contained in the smaller bottle of beer (12 0z. or 13 0z.) or in } oz.
of whisky. This would permit a very small effect upon the brain, as most of the 12 c.c.
would be metabolized within the body in an hour. That quantity might not affect
some persons at all. Dr. Richards was prepared to allow for some variation in the
time at which the pleasurable effects would be superseded by the obviously more toxic
effects, according to the natural or acquired capacity of individuals to sustain the effect
of alecohol upon their tissues. He was definitely opposed to what is known as “ moderate
drinking ”” because he thought the quantity represented thereby is injurious to health.
He said that the statistics of life-assurance companies show only that very soderate
drinking had no effect on longevity.

14. Professor D’Arth’s view was that the moderate use of aleohol *“ within the
prescribed limits = is permissible. We infer from his evidence that no general rule
of precise guidance can be laid down ; that the limit is = preseribed  (R. 5929) when
the consumer feels * adverse effects’ ; that he will feel these effects sooner or later
according to his own individual capacity ; and that he will also judge whether the
effects are to be described as ““ adverse ”” by reference to the occasion, as, for example,
when he is going to drive a motor-car. We infer also from the whole of Professor D’Ath’s
evidence that the use of aleohol for a normal adult person does not have adverse effects
if it is substantially diluted, taken at proper intervals. taken generally when the stomach
has food, and taken only to such an extent that the individual consumer, though he may
be convivial, retains his self-respect and self-control.

15. On the whole of the evidence, we conclude that moderate drinking of the kind
described by Professor D’Ath is not physiologically harmful to any material extent to
the majority of normal adults. On the other hand, drinking, even with moderation,
may insidiously create a craving for itself which will overcome self-control, injure health,
and make the consumer a drunkard. Tts power to do this and to cause the misery and
degradation associated with drunkenness has induced civilized communities to treat
alcoholic liquor as an article of human consumption with dangerous possibilities, and,
therefore, as an article which requires control both in consumption and in trade in the
interest of the individual and of society.

PART IIl.—THE PRESENT LEGAL FRAMEWORK OF CONTROL

CHAPTER 2—GENERAL EXPLANATION

16. We propose now to outline the methods which are employed in New Zealand
for the control of the liquor trade and for the consumption of alcoholic liquor. Our
object is to give & picture of the legal framework within which the liquor trade has
developed to its present stage of organization in New Zealand. In this way we shall
be better able to estimate what mischiefs have arisen in connection with the trade.

17. The methods of legal control which are in operation in New Zealand may first
of all be shortly summarized. We shall later explain the principal methods more fully.
These methods are :—

18. The licensing of private persons to manufacture or sell aleoholic liquor, subject
to some specified form of supervision. The obligation to provide accommodation for
the public is attached to two of the licenses granted under this system—viz., the
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publican’s and the accommodation license. Incidental to the control under this licensing
system are Important subsidiary elements such as the limitation of the hours of sale ;
the inspection of liquors and premises ; the prohibition of the use of licensed premises
as a dancing, concert, or theatrical saloon or a place of common resort ; the prohibition
of the employment of barmaids other than those already registered ; the imposition of
penalties on the holders of publicans’ and accommodation licenses for permitting
drunkenness, gambling, or for keeping a disorderly house; the prohibition of selling
at unauthorized places and the requirement that accommodation shall be kept up to a
certain standard. Some of these subsidiary elements have been made more stringent
by the war regulations-—e.g., the restriction of hours—(see Regulations 1942/186 and
1943/122). This licensing of private individuals has been, and 1s, the main system in
operation in New Zealand. The number of people living in the districts in which it was
in operation at the census of 1945 was 1,428,368.

19. The creation of any district, pursuant to the vote of the electors, in which no
licenses are issued for the sale of alcoholic liquors, although individuals may import
aleoholic liquor from districts where the sale is licensed. This is the system of district
no-license, or local option. The number of people living in these districts at the census
of 1945 was 249,912.

20. The creation of any district, by virtue of a Proclamation under statutory

authority, in which no licenses are issued for the sale of alcoholic liquors, although
individuals may import liquor from districts where the sale is licensed. The district
is virtually a no-license district, but is not subject to a licensing poll. The only district
of this kind is the King-country. The number of persons living in that distriet at the
census of 1945 was as follows : European, 30,195 ; Maori, 8,660.
, 21. The imposition of restrictions upon sections of the community, whether they
reside in license or no-license districts. Special restrictions are imposed upon the Maoris
and also upon all persons, whether European or Maori, who are under the age of twenty-
one years.

22. The issue of a prohibition order against an individual who, by excessive drinking
of liquor, wastes his estate or greatly injures his health or endangers or interrupts the
peace or happiness of his family. There is in New Zealand no general prohibition of the
right to drink which is subject to exceptions in favour of those individuals who are
licensed to consume alcoholic liquor. That system is in operation in Sweden and in
most Canadian States, where it is carried out by the i1ssue of permits or coupons.

23. Control of the sale of alcoholic liquor within a specified district by a local Trust
or Corporation appointed on behalf of the public. This method was established by statute
in 1944 for the Invercargill Licensing District, which voted for the restoration of licenses
in 1943. The Trust 1s also charged with the duty of providing hotel accommodation.

24. We now proceed to deseribe in more detail the main elements of these methods
of control.

CHAPTER 3.--CONTROL BY LICENSING
25. Licenses granted in respect of alcoholic liquors are of various kinds. They
may aunthorize both manufacture and sale. They may apply to all intoxicating liquors
ar to o particular kind only.  We propose to classify them by reference to their purpose,
thongh one license mav cover both manufacture and sale. This procedure will make
the funetion which each license may serve more clearly apparent.
26. We refer first to lcenses which authorize the manufacture of the several kinds of
zlcobolic liquors.

LiceExses vurR MANUFACTURE
27. Npirits.—Under section 4 of the Distillation Act, 1908, the Minister of Customs
Las power to Issue a license to distil, rectify, or compound spirits. Under the Act the
word 7 spirits 7 is defined to include aleohol, brandy, Tum, gin, whisky, low wine, feints,
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and other spirituous liquors. The power to issue a license under section 4 for the
manufacture of these spirits has not been exercised since the year 1874. At that time
two distilleries were operating, one in Auckland and one in Dunedin. Prior to 1874
the duty on locally made spirits was only one-half of the duty upon imported spirits.
By the Excise Duties Act, 1874, the duty on spirits distilled in New Zealand was raised
to the level of the duty on imported spirits. The two distilleries were closed, compen-
sation being paid to the distillers. Since 1874 all Governments, as a matter of policy,
have refused applications for the issue of a license under section 4 of the Distillation Act.

28. Spurits for Winemaking.—Under section 12 of the Distillation Act, 1908, as
amended by section 30 of the Customs Acts Amendment Act, 1934, the Minister of
Customs may grant to the owner or occupier of a vineyard of not less than 5 acres in
cultivation a license to keep and use a still for the purpose of distilling spirits from wine
or the lees of wine, such spirits to be used for fortifying the wines produged on the
vinevard, and so that when fortified they do not contain more than 40 per cent. of proof
gpirit. In 1945 there were 18 licenses for these wine-stills—13 in the Auckland District,
4 in the Napier District, and 1 in the Gisborne District.

29. Wine.—Under section 11 of the Licensing Amendment Act, 1914, a Stipendiary
Magistrate may grant a winemaker’s license for the manufacture of wine. Wine is
defined to include any liquor being the produce of fruit (other than apples or pears)
grown in New Zealand, and of a strength not exceeding 40 per cent. of proof spirit.
The license continues until the 31st December next after its issue. It permits the holder
to manufacture during the year of the currency of his license the quantity of wine stated
in his application for the license, which may be a quantity not exceeding 500 gallons, or
not. exceeding 1,000 gallons, or a quantity exceeding 1,000 gallons.

30. Beer—Beer may not be brewed, except under a license issued by the Minister
of Customs pursuant to Part III of the Finance Act, 1915. This Act is expressed to
be an Act to grant certain duties of Customs and excise and to deal with other matters
of revenue, but, in relation to beer, Part I1I constitutes a code regulating its manufacture
and sale as well as the collection of revenue. The Minister of Customs may license a
person to carry.on the business of a brewer and to sell, in quantities of not less than
2 gallons, beer, ale, or porter made at his brewery. This license is called a brewer's
license. It is in force until the 31st December following its issue, and is renewabla
yearly upon pavment of the supervision fees, which are pavable to the Customs
Department.

31. Hop Beer.—For the manufacture of hop beer a separate license is required,
pursuant to section 73 of Part III of the Finance Act, 1915. Hop beer is defined to
mean a fermented beverage containing hops or any extract thereof and containing nor
more than 3 per cent. of procf spirit.  Any fermented beverage containing hops and
containing more than 3 per cent. of proof spirit is deemed to be beer. The hop-beer
license may be issned by a Collector of Customs for a fee of £1. It expires on the
31st December following its issue.

Liceyses FOrR SALE
32. We refer now to licenses which authorize the sale of alcoholic liquor.  Of thess,
we refer first to wholesale licenses, and to those licenses which permit wholesale dealing
in the liquor which they cover.

Wholesale Licenses

33. Wholesale Licenses.—A wholesale license authorizes the holder to sell ani
eliver liquors from a place specified in the license, or from a bonded warchouse, in
del 1 f 1 fied in the 1 , or f bonded house,
quantities of not less than 2 gallons, to be delivered to any one person at any one tim»,
but not to be consumed in or upon the licensee’s house or premises. It continues in
force until the 30th June following its day of issue, and then expires. There is no
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provision for its renewal, but a new license is issued. A wholesale license covers all
intoxicating liquor as defined by the Licensing Act, 1908 -viz., any spirits, wine, ale,
beer, porter, cider, perry, or other fermented, distilled, or spiritwous liquor of an
intoxicating nature, and also medicated wines containing more than 10 per cent. of proof
spirit. This license enables dealing in imported liquors. A wholesale licensee may
receive orders from a distance through « traveller or other representative provided that
he accepts them on the licensed premises and delivers the goods from the specified
premises : Thomson v. Burrows, [19161 N.ZL.R. 223: Bryant v. Eales, [1916] N.Z.L.R.
1065. Whether deliverv can he made frem the specified premises if deliverv is through
an agency may be doubtful.

We deal at a later stage more fully with wholesale licenses.

34. A brewer’s license may operate as a wholesale license in respect of beer manu-
factured at the brewery. A license for the manufacture of beer entitles the brewer
to sell in quantities of not less than 2 gallons, beer, ale, or porter made at the brewery
without taking out any other license under any other Act. In this way beer may be
sold wholesale. Pursuant to section 46 (2) of the Finance Act, 1917, a brewer may
not sell beer unless delivery of the beer is to be made from the brewery or from a depot
or bottling store approved by the Collector of Customs. There are. at present, four
depots or bottling stores approved for this purpese by the Collector of Customs. The
language of section 46 (2) has not been directly in issue before a Court, but the judgment
of Mr. Justice Reed in Lawson v. the Meinister of Customs, [1931] N.Z.L.R. 656 at 657,
suggests that delivery must be made from the brewery itself and not from a cart. In
that particular case, however, the contracts of sale were not made at the brewery, but
from the cart. (For the history of section 46 (2) see, infra, paras. 185-188.)

35. In practice some brewers take orders through travellers or agencies, but accept
the order at the licensed brewery premises and then forward the beer to an agency for
delivery. Whether this is a delivery “ from the brewery ” within section 46 (2) may
be in doubt. Upon the view that this delivery is lawful, a brewery can engage in a large
trade of a wholesale nature which may bring the brewer mnto competition with a whole-
sale merchant in the sale of beer. At a later stage in this report we state the quantities
sold by breweries, both to hotelkeepers and to other persons (para. 342).

36. Similarly, a New Zealand winemaker’s license may operate as a wholesale
license in respect of the wine manufactured by the winemaker. 3 winemaker's license
under the Licensing Amendment Act, 1914, authorizes the holder to sell wine of his own
manufacture in quantities of not less than 2 gallons to any one person at any one time.
This wine may be delivered from one place only as specified in the license, and wine
sold under the license may not be consumed on the premises of the winemaker or at the
place specified for delivery. The legal interpretation which governs the sales by whole-
sale licensees upon orders received through travellers or representatives applies to a
winemaker’s license also : Crawford v. Nuttall, [1918] N.Z.L.R. 385. :

37. A publican’s license is primarily a retail license (see next paragraph), but, as a
publican can supply any kind of liguor in any quantity and has the benefit of the legal
mterpretation -which governs sales received through travellers or agencies, a publican’s
license can be used as a wholesale license.

Retail Licenses

38. We deal now with licenses which primarily cover retail dealing. The following
licenses permit retail sales of any kind of intoxicating liquor in any quantity :—

39. 4 Publican’s License.—This license authorizes the licensee to sell and dispose
of any intoxicating liquor in any quantity on the licensed premises. The publican is
not required to sell and deliver liquor from the licensed premises, but to sell and dispose
of liquor on the licensed premises. The legal interpretation, to which we have referred
(para. 34, supra), which regards a sale as made at a specified place if the order for the
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liquor {though taken by a traveller or forwarded by an agency established at a distance)
has been accepted at the specified place, applies also to the business carried on under
publican’s license. It appears that. if delivery is then made direct from the hotel through
a carrier, the liquor is regarded as being disposed of on the licensed premises : Pefersen
v. Paape, [1929] N.Z.L.R. 780. In this way the hotelkeeper is able to make sales of
liguor which are, in fact, delivered to persons at a distance and not actually on the licensed
premises. As noted above, the publican can compete with the wholesaler if he can sell
at wholesale prices. .

40. An Accommodation License.—This license is like a publican’s license, save that
it may be issued subject to special conditions. such as the repair of any road or bridge
in the vicinity of the accommodation house. The same legal interpretation as to the
acceptance of orders from a distance and delivery of the goods applies here also.

41. A Packet License.—This license authorizes the owner of a steam packet, or other
vessel of a class approved under the regulations. to sell and dispose of any liquor during
her passage to any passenger.

42. A Conditional License.—This license authorizes the licensee, being also the holder,
of a publican’s license, to sell and dispose of liquor at any fair, military encampment
races, regatta, rowing match, cricket-ground. or other place of public amusement, or
at any cattle salevards, for a period not exceeding seven days, subject to such restrictions
and conditions as the persons granting the license think fit. Conditional licenses are
granted from time to time as required.

43. The Charter of a Chartered Club.—A chartered club under Part IX of the Licensing
Act, 1908, must consist of not less than fifty members. So far as the sale, supply, or
consumption of liquor is concerned, the club must be closed during the same hours as
a licensed house and as if the aforesaid charter were & publican’s license and the secretary
of the club the licensee. .

44. A Brewer's License—Though 2 gallons iz treated by the legislation as the
minimum wholesale quantity, the sales of bottled beer by breweries direct to the public
in 2 gallon lots are extensive (see the statistics in para. 342, infra, and the comments of
the Marsden, Kaipara, and Bay of Islands Licensing Committee, R. 76). These sales
of bottled beer compete with the sales of beer under publican’s licenses.

45. A License to sell New Zealand Wine, Cider. or Perry of a Strength not erceeding
20 per cent. Proof Spirit.—Pursuant to section 77 of the Licensing Act, 1908, a Licensing
Committee may issue a license to sell and dispose of, on the premises specified (provided
they are in a borough and not elsewhere), any wine, cider, or perry, the produce of fruit
grown in New Zealand, of a strength not exceeding 20 per cent. of proof spirit in any
quantity not exceeding 2 gallons at any one time to any one person.

46. A License or Permit to sell New Zealund Wine, Cider, or Perry, whether exceeding
20 per cent. Proof Spirit or not.—Prior to the enactment of the Licensing Act Emergency
Regulations 1942 (No. 2), Amendmeunt No. 2 (1943,122), the Licensing Act, 1908, did
not apply to any person selling wine, cider, or perry, in quantities of not less than
2 gallons at any one time, the produce of grapes, apples, pears, or other fruits respectively
grown in New Zealand and not to be consumed on the premises : Crawford v. Nuttall,
[1918] N.Z.L.R. 385. By virtue of the regulations (1943/122) no person may sell this
wine otherwise than pursuant to a publican’s license, accommodation license, wholesale
license, conditional license, club charter, or winemaker’s license in force under the
Licensing Act or pursuant to a permit issued under the Regulations of 1943/122, which
confer authority upon a Magistrate to issue the permit after reference of the application
to a senior officer of police in the district.

47. We do not add winemakers’ licenses to those which are for practical purposes
retail licenses. Winemakers can sell only in 2-gallon lots or more. In normal times
most of them sell substantially the whole of their product direct to the public.. They
bave not, for the most part, competed with hotelkeepers because the latter have in the
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past stocked only two or three brands of New Zealand wine. If more brands and larger
quantities were stocked in the future, the New Zealand winemaker’s license might
possibly compete with the publican’s license in a retail way, but at the present time
it does not do so to any material extent.

AUTHORITIES FOR THE ISSUE OF LICENSES

48. Though the businesses conducted under these various licenses may operate
in competition with one another in the manner we have indicated, the licenses are granted
by separate authorities as follows -

(1) The Minister of Customs.-—This Minister alone may grant the brewer’s
License for manufacture and sale, which gives such a wide scope to a brewery for its
sales.

(2) The Minister of Internal Affairs-—This Minister alone may issue a charter
for a club.

(3) Stipendiary Magistrate.—Only a Stipendiary Magistrate may grant a wine-
maker’s license.

(4) The Licensing Committee for each District.—-Only the Licensing Committee
may grant a publican’s license, an accommodation license, or a New Zealand wine
license within the area of its district. Either the Licensing Committee for a distriet,
or the Chairman and any two members thereof, may grant a packet or a wholesale
license within that district. The Chairman of a Ficensing Committee for a district
and any two members may at any time grant a conditional license within that
district. '

49. This is a miscellaneous group of licensing authorities. None of them is likely,

we think, to visualize the whole systen: of licensing control over the whole country when
granting an individual License.

T MTPATIONS UPON THE GRANT oF NEW LICENSES

20, From 1842 to 1880 there was no legal limitation upon the number of licenses
of any description which might be granted in any district. There is to-day no legal
prohibition against an increase in the number of packet, conditional, or winemakers’
licenses, or hop-beer manufacturing licenses ; nor is there in operation anv practical
policy of refusing all applications for these licenses.

51. The present position concerning the other licenses is as follows :—

52. Distillation Licenses.- -As already explained (para. 27), there is no legal
prohibition upon the issue of a license under section 4 of the Distillation Act, 1905, but
m 1874 a practical restriction upon the profitable operation of such a license was imposed,
and the two distilleries were closed. Since that year it has been the policy of the
Government to refuse to issue any license under section 4.

53. Brewers’” Licenses— There is no legal bar to the grant of a new brewer’s license,
but as a matter of Government policy all applications for new hrewery licenses have heen
declined by successive Ministers of Customs since 1932, .

o4, Publican’s Licenses, Accommodation Licenses, New Zealand Wine Liconses, and
Wholesale licenses. —No new license of anv of these four kinds may be granted, except -

(1) When a license of the description applied for has been forfeited or has not
been renewed or has otherwise ceased to exist.  In the case of a publican’s license, an
accommodation license, or a New Zealand wine license no new license mav be
granted in respect of premises situate more than half a mile from the premises covered
by the expired license if such premises are in a borough or more than one mile if

they are in a county @ section 30 of the Licensing Amendment Act, 1910,
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(ii) Where the population of a riding in a county or in a road district outside a.
county has suddenly increased in a large degree, when one license may be issued for
every 700 persons residing within a radius of two miles from the licensed premises :
section 144 of the Licensing Act, 1908.

(1) Where a restoration of licenses has been carried in a no-license district
new license of any of the four kinds mentioned above may be granted: There is no
legal limit upon the number of accommodation, New Zealand wine, or wholesale
licenses which may be granted after restoration has been carried. The only legal
limit is that imposed upon the issue of publicans’ licenses. They must be granted
by a Licensing Committee and must not exceed one for every 500 electors, or be
less than one for every thousand electors (section 11 of the Licensing Amendment
Act, 1910).

55. Club Charters.—There is no legal limitation upon the issue of club charters.
Nevertheless, since 1909 all applications for charters for clubs have, as a matter of
Government policy, been declined by successive Ministers of Internal Affairs. There are
at the present time only forty-seven chartered clubs, although the evidence shows that
the best conditions for drinking alcoholic liquor may obtain in a well-conducted club.

56. Bottle Licenses—Section 18 of the Alcoholic Liquors Sale Control Amendment
Act, 1895, provided that no new hottle license should be granted within any licensing
district after the commencement of that Act and that all bottle licenses then in existence
should expire on-the 30th June thereafter, which would have been 30th June, 1896.
Bottle licenses should then have ceased to exist, but section 35 of the Licensing Amendment
Act, 1910, provided that, after the passing of that Act, no bottle license should be granted
or renewed. There are no bottle licenses in existence to-day. '

57. Numbers of Licenses.—Excluding conditional licenses, which may not continue
to operate for more than seven days, the following were the numbers of the various

licenses in existence during the year 1945 :— Number.
(1) Brewers’ licenses .. .. .. .. .. .. .. Lo 42
(2) Hop-beer licenses .. .. .. .. .. o031
(3) Winemakers’ licenses for makmg wine .. .. .. .. 170
(4) Winemakers’ licenses for making splrlts for fortxfymg wine .. .. .. oo 18
(5) Wholesale licenses .. . .. .. .. .. R 1)
(6) Publicans’ licenses .. .. .. .. .. .. .. L. 943
(7) Accommodation licenses .. .. .. .. .. .. .o 150

5

(8) Packet licenses
(9) Licenses to sell New Zealand WlIlE‘b, mder or p(rry, not e\eeedmg 20 pm cent. p) 00f %pmt
under section 77 of the Licensing Act 1908 ..
(10) Licenses for permits to sell New Zealand wine, cider, or perry purauant to the Regulahom

1943/122—
To 30th September, 1945 .. .. .. .. .. .- .. 5t
To 31st May, 1946 .. .. .. .. .. .. .. o003
(11) Club charters .. . oo 4T

In addition, the Invercarglll Llcensmg Trust under its statute is able to purchase
liquor anywhere, either wholesale or retail. It operates at present six premises for the
retail sale of liquor.

58. The effect of the policy of not increasing brewery, wholesale, publicans’ and
accommodation licenses has been to limit the competition to the holders of existing
licenses. They are free to make such arrangements as they think fit for limiting
competition among themselves or for eliminating the competition from one class of license
by acquiring the ownership of that- class, or otherwise obtaining control over it. As
we have indicated, the distinction between brewer’s, wholesale, and publican’s licenses
has ceased to be important in respect of bottled beer, because 2 gallons of hottled beer
has practically become a retail quantity, though it may be sold under brewery and
wholesale licenses.

59. The limitation on the increase of licenses has resulted in the following alteration
in the ratio of licensed houses under publicans’ and accommodation licenses to the whole
population : in 1905 there was one licensed house to every 533 persons in New Zealand ;
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in 1915, one to 911 ; in 1937, one to 1360 ; and in 1945, one to 1542, In general, the
fleld of business for each licensed house has substantially expanded since 1905. This
observation does not apply, of course, where the population has moved from any
particular licensed locality. Other localities have then benefited to a proportionate
degree.

CHAPTER 1-—POWERS OF INSPECTION AND ENFORCEMENT OF THE LAW
IN RELATION TO LICENSEES AND LICENSED PREMISES

60. The operation of the licensees in conducting their businesses within the
framework of licensing are subject to inspection for the purpose of ensuring that they
<comply with the law. Breaches may be visited by penalties, or by the loss of a license,
or by the disqualification of premises. The last two consequences are very rare. We
refer now to the most Important of these matters, but we omit here reference to
inspections under the Sale of Food and Drugs Act, 1908.

(1) As To & BREWERY LICENSE AND PREMISES

61. Inspection—Premises subject to a hrewery license are not subject to inspection
under the Licensing Act or the Distillation Act. They are subject to the control and
mspection of the Customs Departinent under Part 1II of the Finance Act, 1915. An
officer of Customs may enter a brewery or any premises where beer is stored, kept, or
sold, and every hotel or premises in which heer 1s sold retail, and every store or cellar
attached thereto (sections 62 and 63 of the Finance Act, 1915). Under a Customs
Warrant the officer may search any premises in which he has cause to suspect there
are goods in respect of which an offence has heen committed, or any books or other
documents concerning them (section 176 of the Custons Act, 1913). In making a search
under either the Finance Act or the Customs Act the officer of (‘ustoms may have the
assistance of the police, if he thinks fit. Otherwise the police have no right to search
brewery premises in respect of offences against the Finance Act or the Clustoms Act, and
this imposes a heavy responsibility on the Customs Department. Furthermore, a
Licensing Committee has no power of control over hreweries.

62. Prosecution.—The decision whether to prosecute the holder of a brewery license
for a breach of the law in respect of the Customs Acts (of which is Part IIT of the Finance
Act, 1915), depends on the decision of the Minister of Customs. If any person admits in
writing that he has committed an offence against any of the Customs Acts, the Minister
may, under section 244 of the Customs Act, 1913, whether legal proceedings have heen
commenced or not, accept from him in satisfaction of the penalty or fine incurred by him
such sum as the Minister thinks fit, and the sum so accepted may be less than the penalty
or fine provided for the offence. The Minister may cause publication in the Gazeite
of & notice of the particulars of any settlement made by him in pursuance of the section.
Powers similar to these exist in Australia and in England. The same provisions apply
to all persons included in the definition of @ brewer in section 33 of the Finance Act, 1915—
viz., any person acting or apparently acting in the general management, control, or working
of any hrewery where the owner is not personally conducting the same. These persons,
comprising, for example, an agent, superintendent, manager, or foreman, are to be
distinguished from the holder of a hrewer's Heense, although he is also a hrewer within
the definition.

63. Forfeiture.—Although the function of the (‘ustoms Department is primarily
the collection of revenue, the Minister of Customns has also the duty of deciding whether
a brewer’s license shall be cancelled or suspended for six months or not renewed, if the
Minister is satisfied that the holder of such license is not a person of good character and
reputation or that it is in the public mterest to refuse the issue of a license (section 48
of the Finance Act, 1917, which gives a right of appeal from the Minister’s decision to the
Licensing Committee of the district, and section 21 of the Clustoms Acts Amendment
Act, 1931).  The Minister of Customs nuy also cancel or suspend a license for six months
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if the holder is convicted of an offence under Part III of the Finance Act, 1915, or under
the Licensing Act, 1908 (section 63 of the Finance Act, 1915, and section 47 of the
Finance Act, 1917).

64. To meet the difficulty of imputing to a company a moral character when a
company is the holder of a brewer’s license, section 22 of the Customs Acts Amendment
Act, 1931, provides that, where the holder is a company or other corporation or is an
unincorporated association of persons, the Minister of Customs mayv regard the character
and reputation of any director, manager, superintendent, foreman, agent, or other person
acting or apparently acting in the general or special management or control of the
brewery as the character and reputation of the holder of the license. (Similar provision
is made in respect of an application for a license by a company.) The Minister is thus
given a discretion as to whether or not he will attribute the bad character and reputation
of a director or manager to a brewery company which has profited by the misdeeds of
that manager or director.

65. Section 22 of the Act of 1931 also provides that. on an appeal from the decision
of the Minister, the Licensing Committee shall, in determining any question as to the
character or reputation of the company, attribute to the company the character and
reputation of any person whose character and reputation has been considered hy the
Minister in arriving at his decision. Unless, therefore. the Minister decides to attribute
to the company the character and reputation of any person engaged in the general or
special management of the company, the Licensing Committee on appeal cannot do so.
There may be no real restriction in this respect because a Minister 1s not likely to have
cancelled a company’s license without bringing in the character and reputation of the
director or manager at fault.

66. 1t thus appears that for all practical purposes the question of the prosecution
of a brewery company and of the penalties which it may suffer for a breach of the
Finance Act, 1915, or of any of the Customs Acts has been reserved to the diseretion of
the Minister of Customs. The powers of the police are excluded unless the Customs
choose to call for their assistance.

{2) As 10 A New ZrEarLanp WINEMAKER'S LICENSE TO DISTIL SPIRITS ¥roy HIs
GrAPES AND As To His LicEnsep PreMIsEs

67. Inspection.—This type of license is granted under section 12 of the Distallation
Act, 1908. The premises are registered under the Distillation Act within the meaning
of section 222 of the Licensing Act, 1908, They are therefore xubject to inspection by
the Customs Department, which administers the Distillation Act, and the holder ix liable
to prosecution in respect of offences under this license at the instance only of the Customs
Department. As the Distillation Act is one of the Customs Acts. the power of settling a
penalty out of Court under section 244 of the Customs Act, 1913, may be applied at the
diseretion of the Minister of Customs.

68. Prosecution.—The decision rests with the Custonms Department.
69. Forfeiture—As this leense is granted under the Distillation Aet, it may be
forfeited only by the Minister of Customs pursuant to the provisions of that Act.

(3) As 1o ALL LICENSES UNDER THE LICENSING ACT AND THE PREMISES LICENSED
THEREUNDER OR REGISTERED UNDER THE DISTILLATION AcT

70. Inspection.—Premises licensed under the Licensing Act, or registered under the
Distillation Act, are subject to the powers of inspection conferred by the Licensing Act,
1908 (section 222 of the Act of 1908). These premises are those licensed under the
following licenses—viz., wholesale, winemaker’s license to make wine, New Zealand
wine, publican’s, accommodation, packet, or conditional licenses, and a club charter.
With the exception of the premises of a chartered club. these premises are subject to
mspection by any Inspector appointed under Part VII of the Licensing Act. 1908.
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Every officer of police, not below the rank of sergeant, 13, by virtue of hix office, an
Inspector. He may at all times during business hours, and after such hours for reasonable
cause, enter on any premises licensed under the Licensing Act or registered under the
Distillation Act and take samples of liquor. In addition. any Inspector or constable
may, for the purpose of preventing or detecting the violation of any of the provisions
of the Licensing Act which it is his duty to enforce, at all times, enter on any licensed
premises (section 226) or, pursuant to search warrant, on any unlicensed premises
(zection 228). These powers are now extended by Regulation 7 of the Licensing
Emergency Act Regulations 1943,/122. Furthermore, special Inspectors, not being officers
of police, may be appointed by the Governor-General under section 237 for the purpose
of preventing and detecting violations of the Licensing Act and the sale of adulterated
liquor. The powers conferred (@) by the Licensing Act upon officers of police, and
() by the Sale of Food and Drugs Act, 1908, upon officers and analvsts thereunder may
both be exercised by such special inspectors.

71. Regulations were made 1 1897 to enable special Inspectors to carry out their
duties (N.Z. Guzette, 1897, p. 884), but none has been appointed. Regulation 5 states
that the standard strength to which spirituous liquors may be reduced by an admixture
of pure water without being deemed to be adulterated is 25 degrees under proof for
brandy, whisky, or rum, and 35 degrees under proof for gin. This regulation is
inconsistent with Regulation 83 of the Regulations under the Sale of Food and Drugs
Act, 1908 (N.Z. Gazette, 1924, p. 1543). which provides that the standard strength for
brandy, whisky, rum, or gin shall be not more than 35 degrees under proof (see, infra.
para. 389).

72, Prosecution.—=The nstitution of legal proceedings in respect of all licenses under
the Licensing Act is at the discretion of the police, with the exception of proceedings
against a chartered club, which will be dealt with hereafter.

3. Forfeiture of Licenses under the Licensing Aect.—The Licensing Act contains
gome provision for the compulsory forfeiture of a license upon the conviction of a hicensee
for particular offences —e.g.. if he is sentenced to imprisonment for anv indictable offence
(seetion 180), or is convieted of keeping a brothel (section 186), or is twice convicted of
gelling liquor at an unauthorized place (section 195), or of making an internal communi-
cation with unlicensed premises which are used for public entertaimments or resort or as
& refreshment house (section 199), or if three convictions have been endorsed on hix
license and noted in Part 1 of the register within three vears, he shall lose his license
(seetion 248 (1) ), but it is provided that an endorsement shall lapse if a further endorse-
ment s not made within two vears (seetion 249).

74, There are other provisions which provide for forfeiture at the discretion of the
Court—e.g., if the licensee is at least twice convicted of the offence of adulteration of
ligunor. In this case also the premises may be disqualified for not less than two or more
than five years and the offender’s name may be published (sections 234-236).  If the
licensee 1s twice convicted of any offence against the Licensing Act within a period of
six months, his license may be forfeited (section 253). If a lhicensee is convieted of a
failure to comply with his duties in respect of selling any liquor to or for delivery to &
resident in a no-license district thrice within five vears, his license mayv be forfeited
(section 147 (e) ).

5. If three endorsements are made in Part 11 of the register within three veurs,
the license may be cancelled and the licensee permanently disqualified from holding =
license (section 248 (2) ).

76. These provisions seem very strong, but they are of little practical importance.
Many licensees are tenants, and the statute requires that notice of the record of any
conviction endorsed on a license shall be sent to the owner or lessor by the Clerk of the
Licenging Committee (section 250). The owner is then entitled to treat the licensee’s
lease as forfeited and to retake possession of the premises and to eviet the Heensee (section
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254). Thereupon the owner may be authorized to carry on the business in the licensed
premises for the remainder of the term of the license, and, at the annual meeting, a new
Ticensee will take over.

77. Where the licensee is the manager, the owner in practice takes the precaution
of obtaining from the manager a signed form of transfer and a power of attorney, which
enables the owner to have the license transferred at any time.

78. It is clear that the provisions for the forfeiture of licenses have little value
as a means of ensuring complance with the law upon the licensed premises. Breaches
of the law may continue, and only the licensee who is convieted will suffer.

(4) As To A CHARTERED CLUB

79. Inspection.—A chartered club is subject to inspection only by any person
appointed for the purpose by the Minister of Internal Affairs. Every person so appointed
has all the powers of an Inspector of licensed premises under the Licensing Act, but he
reports from time to time to the Minister of Internal Affairs.

80. Prosecution.—No proceedings may be taken against a chartered club for sales
after hours or for the improper conduct of the club, except by direction of the Minister
of Internal Affairs (section 262 (4) of the Licensing Act, 1908). The Minister has power
to order an inquiry by a Magistrate (section 262 (6) and (7)).

81. Forfeiture.—The Minister of Internal Affairs has the power to revoke the charter
of any chartered club in respect of the matters set out in section 266 of the Licensing
Act, 1908, including such matters as the sale of liquor in the club during prohibited
hours, or the playing of unlawful games, or the non-compliance with the conditions upon
which the charter was granted. if a Magls‘crate finds under an inquiry directed by the
Minister that liquor has beex unlawfully sold, supplied, or consumed in the club, under
circumstances which would have justified the endorsement of a license, the charter
shall be forthwith revoked (section 262 (6) and (7)).

82. In addition to the powers of forfeiture and disqualification of premises vested
m the Court, the Licensing Committee of a district has also certain powers of control
over licenses. As the important licenses—the brewers’, wholesale, publicans’, and
accommodation licenses—have been largely stabilized, we do not summarize the
provisions of the Licensing Act which coutrol the applications for new licenses. They
will be found in sections 83 to 97 of the Licensing Act, 1908. We xefer only to the
control which Licensing Committees may exercise in respect of existing licenses. These
are ag follows :—

83. Under section 104 of the Licensing Act, 1908, a Licensing Committee at any
quarterly meeting may determine any license then current if it is proved that the licensed
house is conducted in an improper manner or that the holder of the licensé is openly
and repeatedly intoxicated or that any conditions upon which the license was granted
have not been fulfilled in a satisfactory manner.

84. Under section 108 of the Act of 1908 the Licensing Committee may refuse to
grant a certificate of renewal of any license if it is proved to the satisfaction of the Com-
mittee that such license is liable to be forfeited under any of the provisions of the Act.

85. Under section 109 of the Act of 1908 the Llcemmg Committee may refuse to
Tenew a license on any of the following grounds :—
(¢) That the applicant is of bad fame and character or of drunken habits ; or

(b) That the premises in question are not maintained at the required standard,

. or are out of repair, or that the rooms are insufficiently furnished for public accom-

modation, or that the place of convenience is not kept in a clean and wholesome
state; or
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(¢) That the house iz conducted in an improper manner and drunkenness

permitted therein ; or .

(d) That any of the conditions upon which the license was granted have not
been satisfactorily fulfilled.

86, The uwsual grounds of objection to renewal are that the premises are not main-
tained at the required standard or arve out of repair.  The powers of a Licensing
Committee in these matters are not -extensive and are even, in important respects, in
doubt. They are important principally in connection with publicans’ and accommodation
licenses.

87. In boroughs the required standard for premises under a publican’s license is
that preseribed by section 76 of the Act of 1908: Penney v. Wairau Licensing
Commiittee, (1907) 26 N.Z.L.R. 234, and English v. Bay of Islands Licensing Conumittee,
[1921] N.Z.L.R. 127, 132. Section 76 provides that a license shall not be granted unless
the premises have ,

(1) A principal entrance separate from and in addition to the bar;

(2) At least six rooms besides the billiard-room (if any) and the rooms occupied
by the applicant’s family ;

(3) Sufficient doors and facilities for escape from fire ;

(4) A place of convenience for the use of the public; and

(5) Where necessary, stabling accommodation for three horses.

38. The standard in relation to fire-escapes has been judically determined. It is
a standard of sufficiency, and the Court has held that a new standard for fire-escapes
may be fixed from time to time as may be reasonable : Baker v. Johnston and Co.,
21 N.Z.L.R. 268. It may be that a new standard may be fixed in respect of other matters
mentioned in section 76, but, if g0, it can only be within the purview of section 76

89. Tt is clear also that premises are not kept at the required standard or in repair
unless they are in a sanitary condition. Section 38 of the Health Act, 1920, requires a
Licensing Committee to take into consideration the report of a Health Inspector in
relation to premises which are the subject of an application for the grant or renewal of
a publican’s or accommodation license. Alterations, therefore, to render premises
sanitary may be required. But if, for example, it is not established that a hot-water
service or additional water-closets are necessary in order to make the premises sanitary,
o Licensing Committee has no power to require these amenities to be provided : Collins v.
Winter and Another [1924] N.Z.L.R. 449. As was said by Salmond, J., in English v.
The Bay of Islands Licensing Committee, [1921] N.Z.L.R. 127 at 132 :—

On an application for the rencwal of a publican’s license the question as to whether the premises
are adequate for the public requirements of the district is wholly irrelevant.  All that can be demanded
by the Committee is that the premises, such as they are, shall be in good repair, and that they shall be
maintained at the defined statutory standard.

A Licensing Committee which desires to bring hotels in a borough which do not
satisfy public requirements up to the standard of those requirements has no legal power
w0 do so.

90. No particulars of the required standard are laid down for licensed premises.

outside a borough. It seems that the Licensing Committee has only power to require
that the premises, such as they are, be kept in a sanitary condition and in repair.

91. It is clear that a Licensing Committee has no power to order the rebuilding of
any hotel, not even the oldest, no matter where it is situate, and no matter how profitable
it has been to the proprietor unless repairs are impracticable or the state of sanitation
is such that rebuilding is the only remedy: Penney v. The Wairan Licensing Commiltee,
(1907) 26 N.Z.L.R. 234.
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CHAPTER 5—CONTROL BY NO-LICENSE
(1) As To A No-LicExsE DIstrICT

92. The next method of control is the no-license district. This i3 a district in which
there is in force a determination of the electors at a licensing poll that no licenses shall
be granted. Coutrol by the electors over licenses began with section 45 of the Licensing
Act, 1881, which prohibited any increase in the number of publican’s, accommodation,
New Zealand wine, or bottle licenses in any district without the sanction of the ratepayers
at a poll. These districts were small and the ratepayers were those on the roll of the
local-governing body : Secales v. Young, [1929] N.Z.L.R. 855 at 875. The Alcoholic
Liquors Sale Control Act, 1893, made the licensing districts conterminous with electoral
districts and alterable, as the electoral districts were adjusted by the Representation
Commission. This Act also gave the electors the opportunity of voting on three issues—
viz., continuance, reduction, and no-license. These provisions continued until the year
1910 when the Licensing Amendment Act, 1910, omitt>d the issue of reduction and left
onfy the issues of continuance or no-license in the no-license districts. But the Aet also
gave all the electors of New Zealand the opportunity of voting nationally on the question
of continuance or national prohibtion. In 1918 the Licensing Amendment Act provided
a gpecial poll on national prohibition with compensation or national continuance. The
poll was held in April, 1919, and continuance was carried. In that event the Act of
1918 provided—and it is the law to-day—that at each licensing poll the three issues of
national continuance, State purchase and control, and national prohibition should be
put to the electors.

93. The right to vote for district no-license was abolished, but at each licensing
poll the electors of an existing no-license district were entitled to vote on the question
whether licenses should be restored in that district. If the proposal were carried by a
three-fifths majority, licenses were to be restored and there was to be no further vote on
the question of no-license.

94. In 1910 the following no-license districts were in existence : Clutha, Mataura,
Invercargill, Ashburton, Oamara, Grey Lynn, Bruce, Wellington Suburbs, Wellington
South, Masterton, Ohinemuri, and Eden. Roskill was constituted as a no-license district
in 1918. Bruce was eliminated as an electorate in 1922 and Ashburton in 1928.
Ohinemuri voted for restoration in 1925 and Invercargill in 1943 and each again becaine
a license district. Auckland Suburbs and Wellington East were constituted as no-license
districts in 1928 and Wellington West in 1938. Both Wellington East and Wellington
West were formed mainly of portions of the old Wellington Suburbb no-license dlStI‘IGt
and when Wellington West was constituted in 1938 the name of Wellington Suburbs was
given to a new district. As this new district was licensed, the name of Wellington
Suburbs was then removed from the list of no-license districts. The districts continuing
as no-license districts to-day are as follows: Clutha, Mataura, Oamaru, Grey Lynn;
Wellington South, Masterton, Eden, Roskill, Auckland Suburbs, Wellington East, and
Wellington West.

95. In a no-license district it is an offence to solicit or to receive an order for liquor
or to sell liquor, or to expose it, or keep it for sale, or to send or deliver liquor for sale,
or to keep any premises as a place of resort for the consumption of intoxicating liquor,
or to store or keep liquor for any other person. Itisnot an offence for a person to consume
liquor on any premises on which he dwells or is resident or to consume liquor supplied
by way of gift by a person who dwells or is resident on the premises on which the liquor
is consumed (see section 37 of the Act of 1910). A person may therefore lawfully in a
no-license district consume alcoholic liquor in his own home or supply it to his guests
there.

96. Special provisions have been enacted to enable persons lawfully to obtain alcoholic
liquor for consumption in a no-license district. An order must be signed personally. by
the purchaser and delivered to the seller. A telegram or money-order telegram is not
sufficient (section (3} ) of the Act of 1914 and Crossan v. Sivyer, (1915) 34 N.Z.L.R. 1046).
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The seller must notify the Clerk of a Magistrate’s Court, duly appointed for the purpose,
of the order and make an entry of all orders in a book (section 147 of the Act of 1908).
It is provided, however, that a resident of a no-license district, when outside the district,
may obtain and take into the district liquor not exceeding 1 quart of spirits or wine or
1 gallon of beer in any one day without need for the vendor to enter the sale in his book
or to notify the Clerk of the Court, but the purchaser must notify the seller that he is a
resident of a no-license district and intends to take liquor there (section 147 of the Act
of 1908 and scetion 8 (B) of the Act of 1914) : Muller v. Oliver, [1918] G.L.R. 42, and
Birss v. Miller, [1919] N.Z.L.R. 237.

97. Delivery by carrier, other than a Government Railway servant, into a no-license
* district is regulated by section 8 of the amending Act of 1914. The carrier must have a
signed order from the purchaser. If the liguor is taken into the no-license district at a
point within a radius of ten miles from the residence of the purchaser, or is taken by the
carrier from a railway-station within such radius, it must be delivered to the purchaser
on the same day. The carrier may not remove the liquor from the vehicle, except at the
residence of the purchaser, or retain the liquor longer than is necessary for the purpose
of actual transit. If the residence of the purchaser is more than ten miles from the point
at which the liquor is taken into the no-license district or from the railwav-station at
which the liquor is received, the carrier must deliver the liquor with no more delay than
is reasonably necessary for the course of transit.

98. No limit of time is imposed on delivery through the Government railway.
Liquor consigned through the railway may remain at the station until delivery is sought.

99. Notwithstanding these restrictions, it will be seen later that large quantities
of liquor are lawfully delivered into the no-license districts.

100. In the no-license districts the inspection of unlicensed premises and the
enforcement of the law are in the hands of the police.

(2) As To A PROCLAIMED AREA

101. A special kind of no-license district is constituted by a proclaimed area under
section 272 of the Licensing Act, 1908 (formerly section 25 of the Licensing Act, 1881).
The areas proclaimed under this section are known as the King-country. The northern
part of the King-country was first proclaimed on the 3rd December, 1834 (N.Z. Gazette,
1884, p. 1685), and was known as the Kawhia Licensing Area. The southern part was
proclaimed on the 26th day of March, 1887 (N.Z. Gazette, 1887, p. 436), and was known
as the Upper Whanganui Licensing Area. The King-country area comprises 6,270 square
miles and, at the census of 1945, a total population of 38,855, of whom 8,660 are Maoris.
Since the issue of these Proclamations it has been unlawful to issue any license in the
King-country. The boundaries have been amended by subsequent Proclamations, the
Proclamation now in force being that of 8th May, 1894 (N.Z. Gazette, 1394, p. 712).
The Proclamations are subject to the validating provisions of the King-country Licenses
Act, 1909. By section 29 of the Licensing Amendment Act, 1910, the operation of the
Proclamations is not affected by a licensing poll.

102. The prohibitions upon soliciting or receiving orders for the sale of liquor and
the other provisions which are applied by section 146 of the Licensing Act to no-license
districts are enacted for the King-country by section 273 of the Licensing Act, 1908.

103. Section 147 of the Act of 1908, which permits orders for liquor for delivery to
a person residing in a no-license district, are applied to the King-country by section 45
of the Licensing Amendment Act, 1910.

104. The provisions of section 8 of the 1914 Act, relating to delivery by carriers and
the personal signing of orders for liquor, do not apply to the King-country, but the special
provisions of section 9 of that Act do apply. Section 9 provides, in effect, that no liquor
shall be consigned upon the New Zealand railway, or sent through the Post Office, to
any place within a proclaimed area, or taken by any person into that area, unless a
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statement 1 writing of the nature and quantity of the liquor and of the name and address
of the person to whom it is sent is attached to the outside of the package. Postal and
Railway officials are empowered to detain or to refuse to receive or to deliver any liquor
in respect of which it appears there has been non-compliance with any legal condition or
requirement.

105. Notwithstanding these various restrictions upon the importation of liquor into
the King-country, large quantities of alcoholic liquor do lawfully enter the King-country.
We shall later give the figures.

106. In the King-country the inspection of unlicensed premises and the taking of
legal proceedings are in the hands of the police. The Postal and Railway officials have
the powers just mentioned to refuse to receive or deliver, or to detain, any liquor.

CHAPTER 6.—METHODS OF CONTROL AFFECTING ONLY MEMBERS OF
THE MAORI RACE EITHER THROUGHOUT NEW ZEALAND OR IN
SPECIFIED AREAS

107. The general restrictions upon members of the Maori race are as follows. The
first restriction to be mentioned is the only one which applies throughout the North
and South Islands of New Zealand :—

108. By section 44 of the Licensing Amendment Act, 1910 (first enacted in section 24
of the Aleoholic Liquors Sale Control Act Amendment Act, 1895), it is an offence for any
person In any part of New Zealand to supply liquor (a) to an intoxicated male Native,
or (b) to any female Native, not being the wife of a person other than a Native, or except
for medicinal purposes upon the authority of a registered medical practitioner. This
is the only provision which governs the supply of liquor to Natives, male or female, in
the South Island of New Zealand. 1In that Island a male Native may purchase liquor
in the same way and to the same extent as a European. Section 44 applies also in the
North Island, but all other restrictions upon members of the Maori race apply only in
the North Island. The reason lies, apparently, in the difference in the Maori populations
of the Islands. In 1945 the Maori population of the North Island was 95,308, and the
Maori population of the South Island was 3,436.

109. The whole of the North Island of New Zealand and the Chatham Islands have
heen proclaimed as districts under section 43 of the Licensing Amendment Act, 1910.
The effect of this section is to make the supply of liquor to a Native by any person,
whether licensed or not, unlawful unless the supply is (a) on licensed premises for
consumption on those premises, or (b) for medicinal purposes on the authority of a
registered medical practitioner, or (¢) to any Native who is the wife of any person other
than a Native. A Native is defined to mean a person belonging to the aboriginal race
of New Zealand and to include a half-caste and persons intermediate in blood bhetween
half-castes and persons of pure descent.

110. Section 273 (e) of the Licensing Act, 1908, prohibits in the King-country the
supply of liquor to any male Maori who is under the influence of liquor or to any female
Maori, except on the written certificate of a duly qualified medical practitioner that
the same i1s required medicinally. This section confers no exemption in favour of the wife
of a non-Native in the King-country.

111. The Council of any Maori District under the Maori Councils Act, 1900, may
make by-laws and prescribe fines for the prevention of drunkenness and the introduction
of alcoholic liquors into any Maori kaianga, village, or pa. The fines are imposed by the
Maori Couneil, but may be reviewed by a Magistrate. The Chairman of the Maori
Council may seize liquor introduced or taken into the area. Liquor introduced or taken,
in pursuance of a medical certificate that it is necessary for the health of a person, is
exempt.

2%
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112, Pursuant to section 46 of the Licensing Amendment Act.. 1910, the Maoris
i a Maori Council District may, if the district is proclaimed by the Governor-General
for the purposes of section 46, determine at an election on a day appointed by the
Governor-General whether hquor shall be supplied to Natives in that district or not.
If the negative is carried, supply is unlawful to any Native, male or female, and whether
on licensed premises or not, unless () for medicinal purposes on the authority of a
registered medical practitioner, (b) for religious purposes, or (¢) to any Native who is
the wife of a person other than a Native. These provisions were enacted at the same
time as provision was made for a National Prohibition Poll, and these districts may be
appropriately termed Native Prohibition Districts.

113. It may here be noted that four of these districts were proclaimed under
section 46-—the Takatimu and the Arawa Districts, by Proclamation of the 26th July,
1911 (N.Z. Gazeite, 1911, p. 2305), and the Horouta and the Wairoa Districts, by
Proclamation of the 3rd \0\ ember, 1911 (N.Z. Gazeite, 1911, p. 3333). The ploposal
that liquor should be supplied to Maoris was carried in the Takatimu, Arawa, and
Wairoa Districts, but the proposal that liquor should not be supplied to Maoris was
carried in the Horouta District. This district remained subject to the restrictions of
section 46 until a further poll was taken on 6th December, 1922, pursuant to the
Horouta District Licensing Poll Act, 1922, when it was decided by 1,272 votes to 221 that
liguor should be supplied to Natives. There are, therefore, no Native Prohibition
Districts in operation to-day under section 46 of the Act of 1910.

114. The Licensing Act, 1908, continues the provisions of the Act of 1881 for the
constitution of Native Licensing Districts (section b (3) and (4) of the 1903 Act). We
have stated the position concerning the Maoris so far without reference to these districts
because it has been assumed for many years that none exist. We have, however, had a
search made by the Under-Secretary for Native Affairs, and it is not now clear that this
is so. If any Native licensing districts do exist, then the statement of the law which
we have already made may require modification. The position, as we have ascertained
it, 18 as follows —

115. A Native licensing district cannot be constituted unless, in the opinion of the
Governor-General, at least half the inhabitants of the district are Maoris and the district
cannot include any part of a borough. Many licensing districts were, however, constituted
prior to the Licensing Act of 1881. By section 17 of that Act all parts of the Colony
which had been proclaimed districts under the provisions of the Outlying Districts
Sale of Spirits Aet, 1870, and the districts described in the Schedule to the Licensing
Amendment Act, 1875, were constituted Native Licensing Districts under the Act of
1881, By section 17 also those districts might be altered or abolished by Order in Council.
The search undertaken with great care and trouble by the Under-Secretary for Native
Affairs shows that all the distriets have been abolished, save, dpp(uen‘rly, the following :
(1) Inland Patea, which was constituted on the 16th May, 1839 (N.Z. Gazette, 1889,
p. 489); and (2) the district of Mangonui, Hokianga, and Bay of Islands, defined in the
Schedule to the Licensing Amendment Act, 1875, which was declared to be a Native
licensing district by section 17 of the Act of 1381.

116. The Under-Secretary has been unable to find any Orders in Council abolishing
these two districts. If they have not been abolished by Order in Council, they may not
have been- abolished by the implied effect of subsequent legislation, zuch as section 43
of the Act of 1910, because the provisions concerning Native licensing districts are still
retained and they constitute special legislation. 1If these two districts have not been
abolished, at least two effects appear to follow :—

' (1) An ordinary Licensing Committee within the area of either of these districts
cannot deal with any application for the grant, renewal, transfer, or removal of a
license unless one Native Assessor, elected for that distriet, 1s present and consents
to the application (sections 68 and 69 of the Licensing Act, 1908). His consent is
declared to be indispensable. Native Assessors have not been elected in these
districts for many vears, but that would not a ter the prohibition. It would only
mean that licenses could not be dealt with until an Assessor had Leen elected.”
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(2) Furthermore, the non-election of Assessors does not alter the sécond con-
sequence—viz., that the supply of liquor to any Native in those districts 1s absolutely
prohibited unless it is satisfactorily proved that the supply was administered
medicinally (section 269). This prohibition prevents a male Native from consuming
liguor on licensed premises in any area within those two districts.

117. Tt seems clear that the position in these districts should he established by
legislation as though the districts had been abolished since the expiryv of the term of
office of the last elected Assessors or from some other suitable date.

1174, Certain provisions of the Maori Social and Economic Advancement Act,
194D, and in particular sections 34 to 44, confer upon Tribal Executives and Maori
Wardens powers of preventing drunkenness and of otherwise controlling the consumption
of aleoholie Jiquor among Maoris.

CHAPTER 7.—CONTROL BY THE PROHIBITION OF SUPPLY TO
INDIVIDUALS, WHETHER EUROPEAN OR MAORI

118, Another method adopted for the control of the consumption of alecoholic liquor
iz the general prohibition of the supply of liquor to any person apparently under the
age of twenty-one yvears, whether European or Maori, who is not resident on the premises
or not a bona fide guest or lodger (see section 202 (1) of the Act of 1908, as amended by
section forty-two of the Act of 1910 and section 6 of the Act of 1914).

©119. The persons charged with the duties of inspection and enforcement in relation
to this prohibition are the police.

120. The method of control of alcoholic liquor by individual restrietion is by the
prohibition of the supply to an intoxicated person (section 181 of the Licensing Act,
1908) or to a prohibited person (sections 211 to 217 of the Licensing Act, 1908). Special
provision is made for a prohibition order against a male Maori (see section 217 of the
Act of 1908).

121. Inspection and control in these matters ave in the hands of the police.

122. All these restrietions-imposed upon individual persons, whether as a class or
as individuals, operate upon the individual, whether he is in a license or in a no-license
district. The only aspect of this personal disqualification which is carried by an individual
wherever he may be which requires explanation is that which affects the Maoris.

123. Each no-license district @n the North Island is part of an area proclaimed under
section 43 of the Licensing Act, 1910. The effect of section 43 is to make it unlawful
for any person to supply liquor to a Native unless the supply is (@) on licensed premises
for consumption on those premises, or (b) for medicinal purposes, or (¢) to a Native who
is the wife of a non-Native. As there are no licensed premises in no-license districts,
the supply of liquor as a beverage to any Native; male or female, other than the wife
of a non-Native, is prohibited.

124. The King-country is also part of the areas proclaimed under section 43 of the
Act of 1910, and a Native in the King-country is subject to the restrictions imposed by
section 43. A Native in the King-country is also subject to the restrictions imposed
by section 273 (e) of the Act of 1908, which prohibits the supply of liquor to any male
Maori under the influence of liquor or the supply of any liquor to any female Maori,
except on a medical certificate that the same is required medicinally. When section 43
was enacted, section 273 (e) was not modified. The effect of both sections, therefore,
appears to be that alcoholic liquor may not be supplied in the King-country to any
male Native because there are no licensed premises where he may obtain it or consume
it, or to any female Native, whether the wife of a non-Native or not, unless the supply
for either male or female Native is for medicinal purposes on the authority of a registered
medical practitioner.

125. In the no-license districts in the South Island of New Zealand the non-existence
of licensed premises imposes no special restriction upon a male Native. He may order
and obtain liquor from a licensed district in the same way as a European. Nor does
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no-ficense in the South Island increase the restrictions upon a female Native. Whether
there are licensed premises or not in the district where she lives, the supply to her is
prohibited by section 44 of the Act of 1910, unless she is the wife of a person other than
a Native or the supply is for medicinal purposes upon the authority of a registered medical
practitioner.

126. There is no legal provision expressly prohibiting a Native from accepting a
drink of alcoholic liquor in any license or no-license area or in the King-country, but
if the Native does accept a drink, he 1s no doubt, guilty of the offence of aiding and abetting.
the person who commits the offence of supplying him or her.

CHAPTER 8.--CONTROL BY THE METHOD OF A LOCAL TRUST BOARD

127. The method of control by a local Trust Board was established in New Zealand
for the first time by the Invercargill Licensing Trust Act, 194+, The system was set up
following the vote for restoration in the Invereargill Licensing District in 1943. The
Act establishes a Trust Board of six persons appointed by the Governor-General, of whom
two are nominated by the Invercargill City Council, one by the South Invercargill
Borough Council, and three by the Minister of Justice. One of the members is appointed
by the Governor-General to be the Chairman of the Trust.

128. The functions of the Trust are set out in section 13 of the Act, and are as
follows :—

(1) To provide accommodation and other facilities for the travelling public
within the Invercargill Licensing District ;

(2) To establish and maintain hotels and suitable places within the district
for the sale or supply of refreshments ;

(3) To sell and supply intoxicating liquor within the district and establish
and maintain premises for that purpose ; and

(4) To do all such other acts and things as may in the opinion of the Trust be
necessary or desirable, having regard to the general purposes of the Act.

129. Except as expressly provided, the Licensing Act applies in the Invercargill
Licensing District. One exception is contained in section 17, which provides that it
shall not be necessary for any license under the Licensing Act, 1908, to be issued to the
Trust or to any person selling liquor on behalf of the Trust. It is provided, however,
that liquor shall not be sold for consumption on premises unless the premises are of a
standard at least equal to the standard required of premises in respect of which a license
under the Licensing Act 1s in force.

130. Section 19 gives the Trust power to establish and maintain such number of
hotels as it thinks fit, and to establish them in such localities as it determines, having
regard to the requirements of the travelling public and of the residents within the
district. But a resident of a neighbourhood in which the Trust proposes to establish an
hotel may object on the uwuuds that it is not required in the neighbourhood or that it
will be in the immediate vieinity of a place of public worship, hospltal or school, or that
the quiet of the neighbourhood will be disturbed, and he may apply to a Judge of the
Supreme Court, whose decision is final, for an order determining whether or not the hotel
may be established.

131. The premises maintained by the Trust in which liquor is sold or supplied are
deemed to be licensed premises within the Licensing Act, and the person charged with
the management of the premises is deemed to be a licensed person and to be the licensee
within the meaning of the Act. Any premises of the Trust in which lodging is provided
are deemed to be an inn, and the person managing the same deemed to be an innkeeper.
The Licensing Act and the Licensing Act Emergency Regulations 1942 (No. 2) apply to
the persons mentioned and the premises, with certain exceptions.

132. The Trust is liable to income-tax and to rates and to all other taxes and duties
as if it were a body corporate formed for private pecuniary profit. The net profits
arising from its operations, or so much thereof as the Trust shall determine, may be
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expended or distributed by the Trust within the Southland Land District in such manner
as the Trust thinks fit for the promotion of education, science, literature, art, physical
welfare, and other cultural and recreational purposes; for the erection, laying out,
maintenance, or repair of buildings or places intended to further any of those purposes ;
for any phil dllthI‘O})lC purposes, or for any other purposes for the henefit of the Southland
Land District or the residents therein as the Minister of Justice may approve.

133. By section 37 of the Statutes Amendment Act, 1944, the Trust was enabled to
sell Intoxicating liquor for consumption on the premises in any premises maintained by
the Trust as a dining-room or refreshment-room and in which accommodation is not
provided for the travelling public. In such case the dining-room or refreshment-room
is not deemed to be a public bar or private bar within the meaning of the Licensing Act,
but it 1s provided that no female or person under the age of twentv-one vears shall be
emploved in the serving of liquor therein.

134. Part 111 of the Licensing Act, 1908, does not apply in the Invercargill Licensing
District.  There is therefore no Licensing Committee. The powers of inspection and of
Jaw enforcenient are in the hands of the police.  We deal at a later stage with the operations
of the Invercargill Licensing Trust.

PART IV. -DEVELOPMENT OF THE TRADE UNDER NEW ZEALAND
LEGISLATION

CHAPTER 9.—CONDITIONS OF THE TRADE, 1881 TO 1902, AND THE REPORT
OF THE LICENSING COMMITTEE OF 1902

135. In order to understand some of the problems involved in the liquor trade
to- -day it is desirable to look at the nature of its development. For many ye&rs there
have been special features in the control of the trade in New Zealand, such as the practical
Iimitation in the number of leenses; the electoral power of the public, exercisable
nsually every three years to reduce or abolish licenses: the nation-wide agitation to
secure either no-license or prohibition ; and the nation-wide opposition to that agitation.
These methods of control have been exercised while the population and the wealth of
the country have been increasing. On two occasions conditions have arisen under
these methods of control which have been investigated by parliamentary Committees,
the first by a Committee of the Legislative Council in 1902 (1902, 1..C. 2), and the aecond
by a Comuittee of the House of Representatives i 1922 (1922, I.-14). We think it
desirable to review briefly the events leading up to these Committees of Inquiry and
to refer to their reports in order to ascertain what were the problems which emerged
and to note, at a later stage, whether they have continued.

136. The Liceusing Act of 1881 began the policy of preventing the issue of new
licenses In any licensing district without the sanction of the electors of that district.
Betweeh 1881 and 1893 no new publican’s, accommodation, New Zealand wine, or
hottle licenses could be created in the small licensing districts then existing without a
poll of the ratepayers. The Aleoholic Liquors Sale Control Act, 1893, provided that the
electoral districts should constitute the ordinary licensing districts. It also provided
that no new publican’s, accommodation or bottle licenses then in force should be renewed
until the electors had determined whether the present number should continue or he
reduced, or whether there should be no licenses. A power to vote for restoration was
given. These provisions must have tended to increase the value of licenses that remained
after a vote for reduction. The Alcoholic Liquors Sale Control Act Amendment Act
of 1895 purported to extend the poll to all licenses existing in a district, but wholesale
licenses were subsequently held not to be included (para. 942, infra). The power to
vote for restoration was retained, but hottle licenses were not to be renewed in any event

- after June, 1896. This provision must again have tended to increase the value of the
Heenses which remained in existence.
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137. These voting-powers meant in practice that licenses would not be extended.
The limitation so created, coupled with an expanding population, gave an increased
value to the licenses. As between those who held licenses and those who did not, the
holders had, in practice, the benefit of a monopoly, though there was competition among
the holders of licenses themselves.

138. In 1881 the trade was carried on by brewers and wholesale merchants on the
one hand, and by hotelkeepers on the other. Houses were ““ tied ”” by a formal tie whick
bound the hotelkeeper to take his beer or wines and spirits from the brewer or wholesale
merchant without the option of going elsewhere. The purpose of this tie, from the
point of view of the brewer or wholesale merchant, was to secure a steady outlet for his
liquors and to reduce wasteful competition. These facts may all be gathered from the
report of the Licensing Committee of the Legislative Council of 1902 (1902, L.C. 2).

139. In 1895 legislation was enacted against the tie. Section 35 of the Alcoholic
Liquors Sale Control Act Amendment Act of that year provided that no agreement
whereby any person was bound to purchase alcoholic liquors from any other person to
the exclusion of any other persons should, if entered into after the passing of the Act
(on 31st October, 1‘%%) have any force or validity whatever, and that every bond, bill
of exchange, or promissory note given for the purpose of securing performance of such
agreement should be void. This legislation was avoided by altering the form of the
“tie 7 agreement. The licensed premises were leased at a high rent, but, if the tenant
purchased his beer, and sometimes his wines and spirits and other supplies from the
owner or from the person nominated by the owner, he could pay a substantially lower
rent. In the case of Captain Cook Brewery, Ltd. v. Ryan, 19 N.Z.L.R. 595, decided
in April, 1901, Sir Robert Stout, C.J., made this comment upon this provision (p. 603) :—

The tenant is not bound, in fact, to purchase beer from his landlord, though, no doubt, this so-
called concession will force him to do so. The terms used in the Act do not seem to me to cover this,
what I may term ‘ conveyancing device,” and if it does not, the Court is helpless. . . . I am
therefore compelled, though I may think the spirit of the statute has been ingeniously evaded, to hold
that the letter has not been violated. It is for Parliament, not the Court, to make the statute effective
if it is desirable to prevent hotelkeepers being even indirectly compelled to prefer one brewer or spirit
merchant to another in the purchase of their supplies.

140. This decision was followed by the introduction into the Legislative Council
by the Honourable John Rigg, M.L.C., of the Tied Houses Bill, 1902. Its objects were:—

(1) To make it unlawful for any brewer to be the owner of any licensed premises
after the lst January, 1904 ;

(2) To make it unlawful for any brewer or wine and spirit merchant to advance
money to any licensed person ;

(3) To provide that, after the expiration of the term of any existing loan or,
if no term were fixed, after the 1st January, 1904, all instruments purporting to
secure payment should be deemed null and void ; and

(4) To provide that the registration of every such instrument should be

cancelled.

141. If this Bill had become law, brewers and wholesale merchants would have
had to call up and obtain repayment of all advances at call by the lst January, 1904.
This drastic situation naturally brought immediate opposition from the brewers and
the wine and spirit merchants, and they gave evidence before the Licensing Committee
of 1902.

142. The reasons for the increase in the value of licenses, notwithstanding the
local option polls, were pointedly expressed by the Honourable Charles Louisson, the
manager of the Crown Brewery Co., Ltd., Christchurch, as follows (1902, L.C. 2, p. 104,
Nos. 105 and 106) :—

105. Can you explain how it is that since licenses have been restricted by the action of the Pro-
hibitionists hotel property has risen in the market ?—The reason is quite pl‘un and apparent : certain
reductions have been made in the number of licenses ; the population is increasing all the time, and
there is a larger percentage of population to each public house than there formerly was.

106. And the more the population increases the higher the value becomes ?—Yes. I went into
a calculation some time ago and found out what the last public house would be worth if reduction
were carried every three years. I think it would have paid the national debt of England, or the
Colony’s debt at any rate.
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Une brewer who supported the Tied Houses Bill, Mr. Frank Egan, of Kaiapoi, gave
evidence as follows (p. 60, Nosz. 116 to 120) :—

116. Will you tell the Committee what you consider has Leen the cause of the advance in value
of hotel property during recent years “—7The monopoly given to the trade ane the very keen com-
petition between brewing companies.

117. What do you mean by the monopoly given to the trade *—XNo increases of licenses, but a
reduction.

118, The result of the local option poll *—Yes ; and the increased population and the keen com-
petition of the brewers.

119. It is the result not so much of the action of the brewers as of legislation—the local option
poll —Yes.

120. Is that not the main factor in ereating vested interests in hotel property and so increasing
their value '—Well, apparently it is so.

143. But this increase in value existed only for the trade. The periodical taking
of the local option polls rendered the security of licensed premises unattractive to outside
lenders. That is plain from the whole of the evidence, but one passage may be quoted.
The Honourable Mr. Louisson gave this evidence (p. 104, No. 95) :—

Do you think that the periodical taking of the local option poll has any effect in curtailing advances
to hotelkeepers *—Yes, that is one of the principal reasons why people will not advance money now.
The result of the legislation, therefore, was that licenses became more valuable, in the
eyes of the brewers, the wholesale merchants, and the hotel keepers.

144, If a tenant had a lease for vears for, say, five, seven or even more years (and
these were commonly given prior to 1902), he had a valuable property of which he could
dispose to his own advantage. The leases often contained an arbitrary provision enabling
the landlord to refuse his consent to a lease (p. 78, No. 8), but landlords found it difficult
torely on this clause. The reasons were given by Mr. Martin Kennedy, of Staples Brewery,
when he said (pp. 78 and 79) -

We have arbitrary clauses, it is true, in most of our leases which give us the option of refusing ;
but if we felt inclined to do that we should be met with the reply that they were ill and wanted a change :
a man would say that he was not well, or that his wife was ill, or that he wanted to get out—to get
away. As a matter of fact, they want to get out simply because the price they are offered is a big
one . . . Inseveral instances we have stopped them for some time, but they get over the difficulty
by obtaining doctors’ certificates or they go to members of Parliament and complain of the iniquity
of the brewers and owners, who, they say, will not allow them to have the benefit of their industry.

145. This power of the lessee to traffic in his license was found by the brewers to
be detrimental to the proper conduct of the house and to the financial stability of the
incoming tenants. The evidence hefore the Committee of 1902 makes it plain that many
incoming tenants had paid too high prices for their leases and that they were thereby
tempted to do after-hour trading. This conflict of interests between the brewers and
wholesale merchants on the one hand, and the publicans on the other, was apparent in
the evidence concerning all centres other than Auckland and Dunedin.

146. We refer now to the position in each centre of which evidence was given to the
Licensing Committee of 1902.

147. In Auckland in 1902 there were no apparent differences hetween the brewers
and wholesalers and their tenants. The reasons were explained by Mr. Arthur Myers
{later Sir Arthur Myers), of Campbell. Ehrenfried, and Co., on behalf of his company
and the brewers of Auckland (p. 25). He said that when reduction was carried in the
Auckland areas, and Licensing Committees of strong prohibition views ordered the
rebuilding of hotels in brick, under penalty of a refusal to renew a license (the power to
order rebuilding being then thought to be within the powers of Licensing Committees),
only the brewers and wholesalers were able to step into the breach. In some cases they
bought the hotels ; in others they advanced moneys to tenants to enable them to comply
with the requirements of the Licensing Committees. The brewers and wholesale merchants
then tied these houses to themselves. Both Mr. Myers and Mr. Moss Davis said that
they gave their tenants leases for years, but that there were some weekly or monthly
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tenancies. It is clear that people in the trade in Wellington understood that there were
short tenancies in Auckland. Mr. Martin Kennedy, of Staples Brewery, said (p. 80,
No. 15) -

I may say that we were going to try yearly tenancies in order to check the frequent change of
licensees ; but a very strong feeling arose against this innovation, and it was alleged that, as there
were no leases in Auckland, we were trying to follow suit, and the complaint was so serious that we
gave up and granted those recent leases I mentioned—those L just read out. Otherwise we should
prefer that there should be no leases, or very short ones, and no bonuses, and that the lessees should.
remain in the houses so as to stop the evil of frequent changing.

143. Apart from the factor of short tenanecies, it seems that the Auckland wholesale
trade was in but a few hands. Mr. Arthur Mvers said (p. 25) :-—

In Auckland we are unique, in so far as the concentration of the wholesale trade in a few hands
is concerned.

Also, it is clear that the brewers and wholesale merchants—viz., Hancock and Co., Ltd.,
Campbell and Ehrenfried, Ltd., the Great Northern Brewery Co., Ltd., and L. D.
Nathan and Co., Ltd., had mutual business arrangements (see 1902, L.C., p. 55, Nos. 603
to 606, and p. 50, \Tot, 451 and 452, and p. 51, No. 439 to 494). We are also aware, from
evidence given orally before us, that Han(‘ocl\ and Co., Ltd., and L. D. Nathan and Co.,
Ltd., were at this time (1894 to 1896) acting together in the acquisition of hotel properties
at Rotorua.

149. The evidence shows that, even in 1902, the great majority of the hotelx in
Auckland Province were under the control of the brewers and wholesale merchants,
either as freeholds or leaseholds as outlets for their beer, wines, and spirits.

150. 1t appears then that, in Auckland in 1902, when the tenancy of licensed premises
was short, the tenant had no goodwill and that, when the tenancy was long, the tenant
could not traffic in its value to the detriment of the hrewer or wholesale merchant if the
few in those businesses chose to support one another.

151. In Wellington the position was different. Most of the houses in the city were
tied houses. Mr. Kennedy, of Staples and Co., indicated, when he was presenting «
letter in support of the business dealings of his firm, that the list included nearly all the
owners of free houses and said that ** the four free houses in the city 7 did a very large
proportion of their business with Staples and Co. (p. 81, No. 19). It appears that until
about 1902, leases in Wellington had been generally for terms of vears, from five to
ten or more. One was as short as three vears. Within two or three vears before 1902
hotel brokers had been busy assisting the tenants to dispose of their hotels. A
contributing reason for the trafficking m leases and licenses, Mr. Kennedv thought,
might be that, as the tenants were not tied to his company for wines and spirits, wine
and spirit merchants were assisting with the transfers (p. 79, No. 14, and p. 83, Nos. 6%
to 71). Mr. Kennedy made bitter complaint of the practice of speculation in leases by
the tenants. He said they were being induced to purchase at prices that were too high
and that they were not financial when they went . If they were driven to after-hour
trading, he had no sympathy with them. He had thought of various ways of stopping
the practice, but there seemed to be objections to all methods of prevention. He had
attempted, without success, to follow the Auckland practice of the short lease (referred
to above, para. 147). On the other hand, a well-known hotelkeeper of Wellington,
Mr. Edward John Searl, said that he had become aware that monthly tenancies had
recently come into vogue, and he gave the names of hotels under them (1902, L.C.,
p- 87, Nos. 37 to 40, and p. 90, No. 129) Actually it appears from the report that Staples
and Co., bad & clause in their leases in 1902 enabling them to repurchase a lease and
secure the transfer of the license upon giving one week’s notice and paying to the tenant
the costs of the transfer and such part of the price of his lease as was proportionate to the
unexpired term. This clause is set out in the report (1902, L.C. 2, 113 and 114).

152. Another method adopted by Staples and Co. to stop speculation was the use
of the power to refuse consent to the transfer of a lease. They did this on some occasions
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with success and secured delay, but they claimed that in the end they never refused
consent to a desirable applicant (1902, L.C., p. 80). However, there were the difficulties
in the way of refusal which we have already quoted (para. 144).

153. In 1902 brewers and wholesale merchants could also require a payment by their
Jessee for their consent to a transfer, but Mr. Kennedy, of Staples and Co., said his
company did not do that (p. 80). On the other hand, his company sonletimes required
premiums on the renewal of leases instead of asking a higher rent (p. 79, No. 13).

154. According to Mr. Kennedy, of Staples and Co., if speculation by lessees in the
goodwill of their leases could be stopped, the tied house was much better than the untied
house. A different view was expressed by Mr. E. J. Searl. He kept a first-class hotel,
and he said that the tied-house system was the curse of the trade. It put into hotels
“ beer men,” not hotelkeepers, but keepers of grog shops, whose sole object was the
beer trade and who never tried to give accommeodation to the public (p. 87, Nos. 28 and
29).

155. In Wanganwi and Taranaki there was apparently much speculation by tenants
in their leases. Mr. Hope Gibbons, of Gibbons and Hole, brewers, Wanganui, said that
+heir leases were for terms of years, about seven years (p. 20, Nos. 334 and 335), and that
speculation in them was the bane of the whole busiess (p. 19, No. 310). He said that
his firm had about thirty tied houses (p. 20, No. 339), and that 75 per cent. of the houses
on the Coast were tied (p. 20, No. 337).

© 156. 1t appears from the evidence of Mr. Martin Kennedy, of Staples and Co., that
+he South Island brewers were bidding for hotels in the Wanganw area (p. 85, No. 113).
The question and answer were as follows :—
Q. As to these frequent changes of hotel property—I have seen a good many, particularly where
1 have been living, Taranaki—do you think that they are partly due to this: that the various brewery
companies outside, the North Island are anxious to obtain a footing here and so they help to run up
prices ?—.4. No doubt. The fact of the local brewers in the neighbourhood of Wanganui and other
places having to struggle for existence against such competitors has much to do with these high prices.
The last few years prices have run up so high that we have virtually ceased to compete ; we consider
the risk is too great.
Mr. Arthur Myers said that he knew that in Taranaki there was a combination
among a class of men to buy hotels and keep them under their own system of management
exclusively (p. 27).

157. It does not appear that the remedy of the short-term tenancy was being applied
in Wanganui, but Mr. Hope Gibbons said that he was refusing financial assistance to
budding publicans.

158. One kind of tie was explaived by Mr. Frederick Charles Faber, of the Rutland
Hotel, Wanganui. He said, in effect, that advances were secured by a guarantee at
the bank, and that, if the tenant took his liquors from any brewer or merchant other
than the guarantor or guarantors, they could withdraw their guarantee (p. 74, Nos. 177
10 183). This witness said that he was himself only under a moral obligation to the brewer
and the wine and spirit merchant. They had helped him over a difficulty, and, therefore,
he dealt with them (p. 73, Nos. 142 and 143).

159. In Canterbury it appeared that all leases were for terms of years. There
were various estimates of the number of tied houses, but it is clear that the great majority
were tied. Mannings brewery had from thirty to forty in Canterbury (p. 14, No. 177).
Fletcher Humphreys and Co. had from twenty-five to thirty (p. 18, No. 271). The
Crown Brewery was said to have about fifty houses (p. 100, No. 7). Estimates given
by witnesses were that at least two-thirds (p. 16, No. 236) of the houses in Canterbury
were tied, or at least three-quarters (p. 43, No. 281), or that nearly all were tied (p. 58,
Nos. 70 and 71). These estimates were given on the basis that the tie existed under the
optional rent and, in practice, whenever the hotelkeeper was under a financial obligation
to his brewer or wholesaler (p. 56, No. 11; p. 58, No. 72; p. 39, Nos. 96 and 97 ; and
p. 39, No. 100).
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160. One hotelkeeper said there had very often been attempts at speculation in
Canterbury, but it had always been put down (p. 3, No. 22). According to the manager
of Mannings Brewery, however, there was a great deal of speculation by tenants in their
leases (p. 16, Nos. 221 and 222), and, according to the managing director of the Crown
Brewery, Ltd., there had been a good deal of speculation in Canterbury, though not
as much as in the North Island (p. 101, No. 19). Mr. Egan, the dissenting brewer who
had lost most of his licensed houses through the competition of the brewing companies,.
said (p. 55, No. 4) :—

My reason for thinking so (i.e., that the Tied Houses Bill was a very good measure) is that com-
petition is so exceedingly keen between the brewing companies and the price of hotel property has
got to such a figure now that, in order to pay interest on capital, the companies are obliged to demand
exorbitant rentals from their tenants. In point of fact, they are rack-renting their tenants, and this
is leading to the worst possible abuses and evils in the trade. It is compelling many hotelkeepers to
trade illegally and to have recourse to means that probably they would never employ if they could
take hotels at adequate and just values.

161. No particular remedy appears to have been tried in Canterbury, though the
dissenting brewer (Egan) said that he had let a house monthly (p. 62, No. 159), and that
he had heard that other houses were let in the same way.

162. In Dunedin the position was different. The evidence of the secretary of the
Licensed Victuallers” Association of New Zealand was that there were practically ne
tied houses in Dunedin (p. 63, No. 205). Mr. E. J. Searl said that he believed Speights
Brewery, when they made advances, did not tie houses (p. 87, No. 20). On the other
hand, it is clear from the whole of the evidence that the advancing of money was
regarded as sufficient anywhere to create a tie for business purposes.

163. As has already been mentioned, certain brewers in the South Island were
about the year 1902, competing for hotels to the dismay of hotelkeepers and of smaller
brewers. This competition had been going on in Canterbury and about Wanganui.
Even Staples and Co. had virtually ceased to compete for hotels (p. 85, No. 113). Egan,
the dissenting brewer of Kaiapoi, said that the prices paid had been so high that he
knew the tenants were being rack-rented and could only pay their way with after-hour
trading, and he had retired from the competition with the loss of most of his tied houses
(p- b6, Nos. 20-24). Moffatt, an hotelkeeper in Canterbury, said that things were getting
into such a state, and that such monopoly had been created, he did not know what would
be the end of things (p. 43, No. 294). The plain inference is that the hotelkeeper or the
small brewer was finding it difficult to secure any hotels because of the competition of
strong breweries.

164. The effect of the 1eg1slat1on as it existed in 1902 may be summarized by saying
that it induced a brewer or a wholesale wine and spirit merchant to attempt to control
as many licenses as he needed for his business. If he controlled all the licenses, the loss
of geveral by a reduction vote would make no difference to the total value of his assets.
The value of the rest would increase accordingly. On the other hand, the same legislation
gave to a lessee for years a valuable interest. Naturally, he wanted the right to dispose
of it as he thought fit, for his own benefit. This power of disposal led, however, to
trafficking in leases, notwithstanding the tie, and frequent changes were detrimental to
the brewer or wholesale merchant who controlled the house and who desired a reliable
and financial tenant.

165. Thus the object of the brewer or wholesale merchant was to evolve some system
which would stop frequent transfers of leases. He had a power in his lease to refuse
consent to a transfer and the power to require a payment on a transfer, but he found
difficulties in using these. Prior to 1902 he had instituted the policy of the weekly or
monthly tenancy in appropriate cases. . :

166. But the ohject of the lessee was to secure a long lease and to be able to deal
with it without interference. For this purpose the Licensed Victuallers of New Zealand
had in 1900 prepared a Bill, which is set out in 1902, L.C. 2, at pp. 118 to 122. All that
need be noted here is that this Bill provided, inter olin, (1) that a lease of licensed premises
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should be for a term of not-less than five years : (2) that no owner or landlord of licensed
premises should be entitled to any payment for his consent to any assignment, sublease,
or transfer of the licensed premises; (3) that no owner or landlord should refuse his
consent to any assignment, sublease, or transfer to any person who had a certificate of
fitness to hold a publican’s license signed by a Stipendiary Magistrate ; and (4) that all
persons selling under a wholesale license should not sell less than 5 gallons at any one time
and that of the total quantity at least 5 gallons should be of the same description and brand
of liquor. A part of this Bill was dealt with by the legislation of 1904.

167. The Licensing Committee of 1902 reported against the Tied Houses Bill, and
it was not passed.

168. The Licensing Acts Amendment Act, 1904, made certain provisions in favour
of the tenant—viz., (1) that any payment for the consent of an owner or landlord to any
assignment, sublease, or transfer should be void, and (2) that an owner or landlord
should not arbitrarily or unreasonably refuse such consent and, if any question arose
as to whether the refusal was arbitrary or unreasonable, it should be decided by a Judge
of the Supreme Court.

169. On the other hand, the Legislature did not enact any further legislation
against the tied house, or require that leases should be for not less than five years, or that
sales under a wholesale license should be not less than 5 gallons. Section 39 of the Act
of 1904 repeated the provision of section 35 of the Act of 1881 that a wholesale license
authorized the licensee to sell and deliver liquors in quantities of not less than 2 gallons
at any one time, such liquors not to be consumed upon the licensee’s premises, but
section 39 required, in addition, that the liquors should be sold and delivered from one
place only (to be specified in the license), but that nothing in the section should prevent
the licensee from selling or delivering liquor from any bonded warehouse.

Section 39 also required that no new wholesale license should be granted within a
borough or town distriet in which a publican’s license did not exist.

170. The right of the brewer to sell liquor in quantity remained as it had been fixed
by the Beer Duty Act, 1880, Amendment Act, 1886. By section 2 of that Act a brewer
was entitled under his brewer’s license, without taking out any other license to sell, in
quantities of not less than 2 gallons, beer brewed at his brewery, provided that he sold
the beer only (a) in casks of prescribed sizes at his brewery or other place where beer
might be legallv stored prior to the duty being paid thereon, or (b) in bottle at his bottling
store, which was not to be situated on his brewery premises, but was to be situated within
the licensing district wherein was the brewery.”

171. The tenant was thus left comparatively free by the legislation of 1904 to deal
as he pleased with a lease for such length of term as he could get, while the brewer or
the wholesale merchant, who had control of licensed premises, was left free (1) to fix
the term of the lease ; (2) to continue to ti¢ licensed premises in the manner held lawful
in Ryan’s case—i.e., by the optional rent, or by the obligation created through the advance
of money or by any other method ; and (3) to sell in not less than 2. gallon lots in the
manner prescribed by the legislation respectively applying to the brewer or the wholesale
merchant. ) ,

172. The development of the organization of the trade since 1902 has been a
development from this position. The contest was not likely to be an equal one. In
the first place, hotelkeepers as a class generally required finance, and, by reason of the
local option polls. could get that finance only from the brewers or wholesale merchants.
In the second place, most of the hotels in the main centres outside Dunedin were already
either in the ownership or under the coutrol of the brewers or wholesale merchants.

CHAPTER 10.—CONDITIONS OF THE TRADE, 1902 TO 1922, AND THE REPORT
OF THE LICENSING COMMITTEE OF 1922 (THE HOCKLY COMMITTEE) -

173. In 1902 Clutha- was the only no-license electorate. At the end of that year,
Ashburton and Mataura carried no-license. The polls in Newtown, Chalmers, and Bruce,
where there was a return of no-license, were declared invalid. .
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174, In 1905 Grey Lynn, Oamaru, and Invercargill carried no-license.

175. It may be indicative of the apprehension felt by prominent members of the
hicensed trade at this time that a new company, Hancock and Co. (N.Z.), Ltd., was
mecorporated in London in the year 1906 to take over the brewery, wine, and spirit
husiness and the hotels of the Auckland company of Hancock and Co., Ltd. The price
paid by the English company was £172,440. It carried on its trading operations in
New Zealand as a foreign company through its appointed attorneys, whose duties were
to manage its trading operations in the Dominion and transmit dCC‘OHIltb and accumulated
fands to London at stated intervals. Particulars of the company’s accounts and capital
operations were not transmitted to New Zealand.

176. In 1908 Eden, Ohinemuri, Masterton, Wellington South, Wellington Suburbs,
and Bruce carried no-license. These six olectomfes with the others which had remmed
no-license, made a total of twelve electorates uuder no-license. It seemed that the
country was going steadily against the liquor trade.

177. In 1910 the Licensing Amendment Act of that year took away the right to
vote for reduction of licenses in each no-license district and made provision as follows :—

(1) For a poll in all districts on the question of national continuance or national
prohibition ;
(2) For a poll in every license district on the question of local continvance or
local no-license ; and
(3) For a poll in every no-license district on the question of local restoration
or local no-license. If national prohibition were carried, there was to be a poll on
national restoration.
In the case of all polls, a three-fifths majority was required to carry a proposal.
178. The amending Act of 1910 also provided that no hicensing poll under the Act
should affect the proclaimed areas under the King-country Licenses Act 1909. The Act
of 1910 also provided that, except upon a restoration of licenses and where there was a
sudden increase in population in a county or road district outside a county,no new
publican’s license was to be issued, except when a publican’s license had been forfeited
or not renewed or had otherwise ceased to exist. The employment of barmaids was
restricted. Power was given to enable the Governor-General to proclaim districts in
which restrictions on the supply were 1mposed on Maoris (para. 109, supre) and other
districts in which the Maoris could vote for the prohibition of supply to themselves
(para. 112, supra). The Act also provided that licenses should not be granted to breweries
within five miles of a no-license distriet and that brewery depots were not to be
established within five miles of a no-license district. This provision did not abolish
depots established before the Act came into force.

179. In 1911, at the national poll, the vote for continuance was 205,661, or
44-17 per cent. of the total votes. The vote for prohibition was 259,943, or 55-82 per cent.

180. The Licensing Amendment Aet of 1914 provided that the Representation
Commissioners should fix the boundaries of electoral districts so that, wherever practicable
no licensed premises should be placed in a no-license district. Provision was made for
the delivery of liquor into no-license districts by carrier (para. 97, supra). The consign-
nment of liquor through the railways into a proclaimed area, or the delivery of liquor
through the Post Office into such area, was regulated (para. 98, supra). Provision was
also made for the manufacture of wine only under a winemaker’s license (para. 36, supra).

181. In 1914, at the national poll, the vote for continuance was 257,442 or
5101 per cent. of the total votes. The vote for prohibition was 247,217, or 48-98 per
cent.

182. In 1915 the Beer Duty Act of 1908 was repealed and breweries and beer duty
were regulated by Part 111 of the Finance Act, 1915. Under the Beer Duty Act of 1908,
beer duty was paid by affixing special revenue stamps to the tap-hole of each cask
before delivery from the brewery. These stamps denoted the contents of the cask and
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the amount of duty paid. The stamps represented duty at the rate of 3d. per gallon,
and this rate was in force from 1880 to 1915. The stamps were purchased by the brewers
from Collectors of Customs and a discount of 5 per cent. was allowed on purchases of
£10 and over.

The chief objections to the stamping system were stated by the Customs Department
(R. 309) as follows :—

(@) Liability of the stamps to get damaged in transit ;

(b) Possibility of stamps being returned to the brewer undefaced by the hotelkeeper and the
conséquent danger of the casks being filled up and sent out again without payment of dutv ;

(¢) Lack of supevvision in the brewery and possibility of brews being understated ; and

(d) Possibility of beer being bottled without payment of duty.

183. The Finance Act of 1915 introduced the method adopted in England of taxing
beer on the quantity of the worts pitched for fermentation, the duty hem;\ payable
according to the specific gravity of the worts. The Act prescribed a duty of 312d. for
worts not exceeding 1047 specific gravity. W here the specific gravity exceeded 1047
but did not exceed 1055, the rate was increased by 45d. for every “unit of bpeciﬁc gravity
above 1047. Where the specific gravity exceeded 100) the duty was 4:%d. plus N,d
for every unit of specific gravity above 1055. There were changes durmg the ensuing
years in the actual rate of duty per gallon.

184, Although the English method of taxation was adopted, the lowest quantity
of 2 gallons which a brewer might sell under his license was not increased to the amount
pernuttcd i England to the holder of a manufacturer’s license who was a brewer for sale.
That license authorized wholesale dealing in any liquor which was the produce of the
manufacturer at the premises where the hquox was manufactured if the iquor was supplied
to the purchaser direct from the premises where it was manufactured : see Paterson’s
Licensing Acts, 53rd Ed., p. 440. In the case of beer and cider, this wholesale dealing
was limited to any quantity not less than 4} gallons or not less than two dozen Teputed
quart bottles : see Paterson’s Licensing Acts, 53rd Ed., p. 441. In New Zealand,
however, brewers’ licenses have, since the Distillation Act of 1868, permitted the sales
of quantities as low as 2 gallons.

185. This quantity of 2 gallons has been found suitable for what 1s, in practice,
a retail trade in bottled beer. Under section 6 (4) and section 28 of the Beer Duty Aect,
1908, a brewer was not entitled to sell beer except in casks of the prescribed sizes at his
brewery or other place where beer might be legally stored prior to the duty being paid
thereon or except in bottle at his bottling store away from the premises of his brewery.
The quantities which brewers could sell included casks (a cask comprising anyv receptacle)
of various capacities down to 2 impenal gallons (N.Z. Gazette, 1383, p. 1426). The
provisions of section 6 (4) and of section 28 of the Act of 1903 were omitted from the
Finance Act, 1915, and in lieu thereof section 38 (7) of the latter Aet provided that a
brewer’s license entitled the holder to sell, in quantities of not less than 2 gallons, beer
brewed at his brewery without taking out a wholesale or other license under any other
Act.

186. Some brewers took advantage of this authority to institute the practice of
selling and delivering beer indiscriminately from carts or vans: see letter of
Comptroller of Customs to counsel for the Commission of 3lst Januarv, 1946. In order
to prevent this practice, section 46 of the Finance Act, 1917, provided :—

(1) That a brewer should not sell or deliver any beer at any time when it was
unlawful to sell intoxicating liquor in any licensed premises within the licensing
district as defined in the Act; and

(2) That no beer should be sold under a brewer’s license unless the delivery was
to be made from a brewery or from a depot or bottle store approved by the Collector
of Customs.

187. When these provisions were explained in Parliament, the Minister of Finance
said :—

Provision has been made for the sale or delivery of beer to be made only between 7 a.m. and 6 p.m.
and at his brewery or an approved depot or bottling store. (Hansard, Vol. 179, p. 695.)
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188. It seems clear that section 46 of the Act-of 1917 was intended to ensure that
delivery should be made ** at ** the brewery and not ‘ from ” the brewery. Nevertheless,
in reliance upon the legal interpretation of similar statutory enactments, brewers have
competed with publicans by selling 2- -gallon lots and delivering them through “ agencies
in a town to purchasers who might otherwise have dealt with the local publican. Some
of these agents, for the taking of orders and the delivery of the orders, have wholesale
licenses and some have not. In one case, Dominion Breweries esta blished an agency at
Waiuku in order to enable residents to obtain delivery of its ale, which the hotel in the
town, owned by New Zealand Breweries, did not stock. (R. 2837ff.) At a later stage in
this report we deal with the guestion of agencies.

~ 189, In 1917 the Sale of Liquor Restriction Act introduced 6 o'clock closing. The
publicans thought they would lose trade, and provision was made for the reduction of
rent and the ad}ustment of other charges between a lessor and lessee of licensed premises
by reason of a reduction of hours. Hotels and clubs were permitted to serve liquor
at the evening meal in a dining-room between 6 p.m. and 8 p.m. The consumption of
liquor in restaurants while licensed premises were required to be closed was prohibited.

-+ 190. It was found in practice that the hotels suffered no loss of revenue by 6 o’clock
closing.

191. Section 8 of the Act of 1917 permitted the holder of a wholesale license to sell
or deliver liquor between 7 a.m. and 6 p.m. on any day on which licensed premises were
not required to bhe closed, but not at any other time.

This provision seems also to have been a protection to an hotelkeeper against the
operations of a wholesale licensee.

192. There had been no licensing poll in 1917, owing to the war of 1914-18, and
the Licensing Amendment Act, 1918, made provision for a special national licensing
poll on the queqtlona of nahonal continuance or national prohibition with compensation.
A three-fifths majority was required. If national prohibition with ecmpensation was
not carried, the issue of district no-license was to be abolished, and the issue of State
purchase and control was to be submitted at the next general election in addition to
the issues of national continuance and national prohibition.

- If at both the special poll and the next general licensing poll continuance was
carried, thereafter the three issues of national continuance, State purchase and control,
and national prohibition were to be submitted to the electors. The majority required
to. carry either State purchase and control or prohibition was a majority of more than
one-half of all the valid votes recorded at the poll. To be carried, therefore, prohibition
had to gain more votes than the total of the votes polled for both continuance and State
purchase and control ; and State purchase and control more votes than the total polled
for both continuance and prohibition. The vote on national restoration was repealed.
The only vote to be taken thereafter in a no-license district was on the question of
restoration in the district, for which a three-fifths majority was required (paras. 92
and 93, supra).

193. The special poll at which prohibition with compensation was in issue was
held in April, 1919. The vote for continuance was 264,189, or 51 per cent. of the total
votes, and for prohibition with compensation 253,827, or 4899 per cent. of the total
votes.

At the general licensing poll in December, 1919, the vote for continuance was 241,251,
or 44-36 per cent. of the total votes, for State purchase and control 32,261, or 5-93 per
cent., and- for prohibition 270,250, or 49-70 per cent.

As continuance had been carried both at the special poll in April, 1919, and the
general poll in December, 1919, the provisions of the Act of 1918 relating to subsequent
polls became operative and they are in force to-day.

194. In December, 1921, a Select Committee of the House of Representatives,
under the Chairmanship of Mr. F. Hockly, M.P., was set up to consider, in the interests
of the public, what amendments to the Licensing Act were required in order to ensure
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its more satisfactory working. The report was printed in the Appendices to the Journals
of the House of Representatives (1922, 1.-14), hut not the evidence. A copy of the
report with the evidence was put in by Mr. Spratt. The recommendations of the report,
require some explanation by reference to the circumstances of the time as revealed by
the evidence.

195. The Rev. J. Dawson, of the New Zealand Alliance, alleved hefore the Com-
mittee (p. 30) that during the previous seven ¥ears—i.e., apparent]y, since the war of
1914-18 began—mnot less than £36,000,000, and probably as much ax £50,000,000, had
been spent on alcoholic liquors, that there had been 70,000 convictions for drunkenuess,
and 2,900 prosecutions against the licensed-hotel keepers. These are general figures
and we cite them only to indicate the kind of grounds there were for public dissatisfaction.

196. The nature of the dissatisfaction at the time is, however, more fully indicated
by the evidence of the Rev. Jasper Calder, of the Anglican Missionary Society iof Auck-
land. He said that during the preceding two vears he had, with assistance, carried on
an inquiry throughout the Dominion into the conduct of the liguor trade. His com-
plaints to the Hockly Committee concerned unsuitable licensees and the ease with
which Licensing Committees allowed unsuitable men to become licensees; concerned
also unsuitable barmen, after-hour trading, the drinking by women in bars, and the
failure of some hotels to supply accommodation when thev had it. He informed the
Committee that he had called meetings of the trade in Auckland. Wellington, and in
the main centres of New Zealand (p. 231), and that within the last eighteen months he
had cause for considerable gratitude because he had found the trade was really trying
to improve the position. Within the last three months, he said that fourteen unsuitable
licensees had been put out. He had had assistance from the brewerv in the matter.
After-hour trading had greatly diminished. The drinking by women was still bad in
Auckland, but not nearly so bad in Wellington. Christchurch, or Dunedin. He thought
the trade was trying to get drinking by women abolished.

He said that the worst trouble, in his opinion, was “ the mad three years” rush.”
He proposed a longer period between the polls, provided good licensees and good barmen
could be obtained. He said the licensee was almost entirely in the hands of his barmen
(pp. 231 and 232). '

197. There were forty-one witnesses, comprising representatives of the trade, the
Prohibitionists, the Moderate Party, and the clubs. A feature of the evidence was
the suggestion that goodwills and rents should be controlled. The mnecessity for the
redistribution of licenses was generally accepted.

198. Proposals for reform put forward by the witnesses for the trade incluwisd—

(1) Redistribution of licenses.

(2) A proposal for license fees at an increased flat rate, as aguinst a fee based
on the percentage of the liquor sold.

(3) An extension of the period between polls to nine vears. On this point
the Rev. J. Dawson, of the New Zealand Alliance, said (p. 36} that he quite believed
that if the trade had a nine years’ tenure they would provide better accommodation,
but he said that the New Zealand Alliance opposed extension because, if the
monopoly were abolished, there would be an open field and satisfactory accommo-
dation would be provided (p. 31).

(4) Nearly all the witnesses for the trade advocated the substitution of a Bench
of three Maglsbrateq for the district Licensing Committee, on the ground that a
judicial determination was required and that a Licensing Comunittee was subject
to bias. This was supported by a brewer (pp. 5, 11, and 18). bv the Secretary of
the National Council of the Licensed Trade of New Zealand (p. 63}, by the President
of the Licensed Victuallers’ Association of Wellington on bf half of his association

" generally (p. 67), and by individual witnesses (pp. 47, 87, 115, 120, 127, 188, and 260).
Two representatives of the brewery interests thought that there were difficulties
in obtaming the services of Magistrates, and neither seemed to have made up his
mind on the subject (pp. 205 and 225). The only direct opposition was from the
Chairman of the Auckland Licensed Victuallers’ Association, who said his association
was in favour of the present system (p. 192).
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199. The Committee did not recommend any extension of the period between polis
or the substitution of a Bench of Magistrates for a district Licensing Committee. They
did propose that barmen should be licensed.

200. The following are the recommendations of the 1922 Committee (the Hockly
Comumittee) :—

1. That no more licenses are required in the Dominion. It is, however, necessary that there
should be a redistribution of licenses more in accordance with the needs of the population in the various
districts. Before a Licensing Committee consents to any redistribution the consent of a substantial
portion of the inhabitants in the vicinity should be obtained.

2. That the system of a flat-rate licensing fee should be abolished, and that licensing fees should
be based on the percentage of liquor sold in the licensed premises. That local authorities should receive
the amount of license fees as at present, but that all increased fees should be paid into the Consohdated
Fund.

3. That provision should be made as follows : No premium, money, or other valuable consideration
shall be paid or given for goodwill on the granting, transfer, or renewal of a lease of licensed premises.
Any person receiving any such consideration shall be liable to a fine of £500, and on the second offence
the license for the house shall be cancelled. Any person paying such premium or purchase-money,
or giving any valuable consideration for such goodwill, shall have the right to recover the same, or
the value thereof, by action at law. The Court shall have full power to decide whether the payment,
premium, or consideration was, either directly or indirectly, in the nature of a provision or payment
for goodwill.

1. That all leases or licenses to occupy licensed premises shall, before becoming operative, have the
consent of a Chairman of a Licensing Committee. That in considering the granting or refusal of
such consent the Chairman of the Licensing Committee shall take into consideration the general terms
of the lease, and decide if the terms are reasonable or unduly oppressive. That the Chairman shall
refuse consent to any lease which in his opinion makes provision constituting the premises a tied
house under the provisions of the Licensing Act, 1908. If the lease is not strictly within the meaning
of the Act, but is obviously in avoidance of the system against which the Act is directed, the Chairman
shall have power to refuse consent.

3. That if national prohibition is not carried at the next licensing poll the people of the Rohe
Potae should be given the opportunity of voting as to whether they desire license or not; the poll
to be taken on the lines laid down in the Licensing Act.

6. That it is necessary that there should be a more effective inspection of liquor and of licensed
premises, and more ample penalties provided for adulteration of liquor. That there should be appointed
under section 237 of the Licensing Act, 1908, special Inspectors for the purpose of preventing and
detecting violations of the Act in connection with adulteration of liquor. That a General Inspector
of Licensed Premises, together with Sub-Inspectors under his control, should be appointed. That
it should be the duty of the Inspectors to make constant and complete inspection of all parts of
licensed premises for the purpose of seeing (1) that the provisions of the lLicensing Act are strictly
observed, and that the general standard of the accommodation is in keeping with the tariff charged ;
(2) that the premises are reasonably required and used for public accommodation ; (3) that sufficient
information as to the guests who sleep in the house be kept by the licensee, so as to enable the
Inspector to ascertain if the licensed premises are required for public accommodation. That a penalty
be provided for failure to keep such information as is prescribed. That the Inspectors should have
full power conferred upon them to enable them effectively to carry out their duties.

7. That, in order to avoid traflicking in licenses, transfers should not be allowed under three years,
except through sickness, or death, or other special circumstances.

8. That all powers and authorities conferred on Licensing Committees should be deemed to be
subject to the veto of the Minister.

9. That with a view to making it possible for licensees to provide additional accommodation where
necessary without the risk of personal loss, the Licensing Act should be so amended as to provide that
in the event of prohibition being carried at any poll it should not come into force until four vears
have elapsed after the date of such poll.

10. That section 64 of the Licensing Act, 1918, be repealed.

11. That no extension of hours for sale of liquor in chartered clubs should be allowed, but that
provision should be made whereby members of such clubs are allowed to adopt the locker system.
That provision should be made with regard to the extension of the hours during which liquor may be
consumed on club premises for special occasions, each such extension to he granted under a permit
and for a particular room in the club. No permits exceeding six in number should be granted in the
case of any one club in any one year. That the power to revoke the license of a chartered club provided
in section 9 of the Sale of Liquor Restriction Act, 1917, should be modified on the ground that the
present penalty is too drastic.

12. That the licensing law should be so amended as to put restaurants on the same footing as
halls or other rooms in regard to the consumption of liquor at social gatherings, provided a permit
is first obtained from the police for this purpose.

13. That any Licensed Victuallers’ Assoctation, or other organization of the liquor trade, should
be permitted to furnish the Chairman of any Licensing Committee with a certificate of character with
regard to any applicant for a license.




o1 H—38

14. That where a conviction for serious breaches of the Licensing Act is obtained the Magistrate
should be given power to declare the person convicted unfit to hold a publican’s license.

15. That section 294 of the Licensing Act, 1908, should be amended by omittivg the words * of
the electors of the district 7 after the words ** result of a poll.”

16. That provision should be made for the holding of Licensing Committee meetings in any public
huilding which is centrally situated, in order to avoid the inconvenience which is now caused by holding
these meetings of necessity in the Courthouse, whether the Courthouse is conveniently situated or not.

17. That section 138 of the Licensing Act, 1908, be amended by inserting, after the words = six
walendar months,” the words " and that the Committee to have power to grant a further extension not
exceeding six calendar months if the Committee deems it necessary.”

18. That when licensed premises are situated adjacent to a main road, and that by reason of
alterations the main traffic which passed such licensed premises is diverted, the Licensing Cfommittee
should have power to allow the license to be granted in respect of premises situated adjacent to the road
40 which the traflic has been diverted at the nearest position which the Committee deems advisable,

19. That no man should act as barman without a license granted by the Licensing Committee,
or by the police, to such persons as may be thought fit. That all convictions against a barman should
he endorsed on his license ; that his license should be cancelled after three endorsements. That all
barmaids be required to make a statutory declaration before a Magistrate that they are entitled to hold
2 license under the existing provisions of the law.

2(). That Licensing Committees should have power to determine the number of public and private
hars in any hotel. That it should be illegal to serve any woman with intoxicating liquor in a bar to
which the public have access, or any room opening on to such bar.

21. That electoral enrolment be compulsory. That rolls be prepared and printed in polling-booth
or sub-district arcas.

22, That if national prohibition be carried it be made clear that there is no restriction on the
making of liquor containing not more than 3 per cent. of alcohol for home consumption.

23. That section 46 of the Licensing Amendment Act, 1910, be so amended as to provide for a
further poll at stated intervals to enable the Natives in such districts as have carried a poll under this
section to review the position.

201. In 1922 Parliament carried out the last recommendation of the Committees’
report by passing the Horouta District Licensing Poll Act, 1922, which enabled the
Maoris in the Horouta district to vote whether the prohibition of the supply of liquor
t0 them in that district which had been carried in 1911 should he continued. The poll
was taken in December, 1922, and it was decided by 1,272 votes to 221 that liquor should
be supplied to the Natives in the district (para. 106, supra).

202. In December, 1922, at the national poll the vote for continuance was 232,669,
or 45-63 per cent. of the total votes, for State purchase and control 35,727, or 5-76 per
cent., and for prohibition 300,791, or 48-57 per cent.

CHAPTER 11.—1923-1939—PROPOSED REFORMS: AMALGAMATION OF
BREWERIES ; SUBSEQUENT COMPETITION BETWEEN AMALGAMATED
BREWERY COMPANY AND OTHER BREWERY COMPANIES ; LICENSING
POLLS, ETC.

203. Following upon the national poll of 1922, certain clergymen of the Church of
England made certain proposals for the reform of the trade by a system of corporate
control. They also made certain other proposals for immediate legislation to provide
better control of the existing system of private ownership. These proposals were
supported by prominent representatives of the trade. They stated in a pamphlet which
they issued (Exhibit C. 25) that the deciding factor at the last poll was the vote cast for
the third issue of State purchase and control. They asserted that this issue did not
serve adequately to express the opinion of the growing body in favour of sweeping
licensing reform. They therefore asked for the substitution of corporate control in place
of the third 1ssue of State purchase and control.

204. Under this scheme for corporate control a Corporation was to be formed with
a capital in A and B shares, 20 per cent. being A shares and 80 per cent. B shares.
All owners of hotel premises and lessees from local bodies of hotel premises and all
holders of brewers’ licenses and wholesale licenses were to sell their properties and, in
the case of brewers and wholesale licensees, their businesses as manufacturers and whole-
sale vendors to the Corporation in return for B shares. The values of the transferred
assets were to be assessed in the manner provided by the Public Works Act for the
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compulsory taking of land, including in the total amount a sum equal to three years”
net profits. The A shares were to be allotted to the Government. Dividends were to
be limited to 10 per cent. per annum, the dividends on the Government shares to be
applied first in paying up those shares. All profits above 10 per cent. were to be applied
to national purposes. The Corporation was to consist of nine persons, of whom the
Government would nominate five, including the Chairman, and the B shareholders
would elect the remaining four. The Government was always to have a majority on
the Board. The Corporation, with the assistance of a district Licensing Board, was to
issue permits to sell alcoholic liquors, and the permit holders were to become tenants
of the Corporation. A permit was to be issued upon the condition that a hotel was
maintained at a high standard and adequate accommodation provided to meet the
requirements of the public. There was to be an appeal to a Magistrate by any person
aftected. The Corporation was to supervise the retail trade, and trafficking in licenses
at fictitiously high values was to be abolished. If corporate control were carried by the
electors, there was to be no further poll for nine years. The powers of the Corporation
were not to apply to clubs.

205. Pending the adoption of corporate control by a vote of the people the
reformers made the following proposals for the improvement of the trade by immediate
legislation :—

1. That a special Department, or a Branch of an existing Department, be specifically charged
with the duty of supervising the manufacture, importation, and sale of alcoholic liquors and all matters
in connectlon with the laws relating thereto.

. That the present system of elective Licensing Committees be abolished, and that the Dominion
be divided into licensing districts in such manner that three Stipendiary Magistrates would constitute
a permanent Licensing Committee for each district.

3. That such Licensing Committees investigate all matters relating to the granting of licenses,
covering the fitness of the applicant and the terms under which the applicant is to occupy licensed
premises.

! 4. That, in order to prevent trafficking in licenses, transfers should not be allowed under three
vears, except through sickness or death or other special circumstances.

5. That the penalties for allowing drunkenness on the premises and for illegal trading and all
abuses of license be more strictly enforced. The licensee to be at all times personally responsible for
the acts of his servants.

6. That no man shall act as a barman without a license granted by the Licensing Committee, or
by the Chairman and any two members thereof. Provided that a man may be emploved as a barman
for any period not exceeding fourteen consecutive days without a license.

That all convictions against a barman should be endorsed on his license ; that his license should
be cancelled after three endorsements.

That every barmaid be required to make a statutory declaration before a magistrate tha.t she is
entitled to hold a license under the existilig provisions of the law.

7. That where a conviction for a serious breach of the Licensing ‘Act is obtained, the Magistrate
should be given power to declare the person convicted unfit to hold a publican’s license ; subject always
to the right of appeal to a Judge of the Supreme Court by the person affected.

8. That, with a view to lessening the consumption of spirits, legislation be promoted to provide
for the establishment, in certain premises upon the termination of any lease, of the cafe system for the
sale of light wines and beer only.

9. That there be a redistribution of redundant licenses from one licensing district to another if
necessary, more in accordance with the needs of the population in the various districts.

10. That the Government establish a standard basis of quality for all liquors imported and
manufactured, and institute a scheme of rigid examination in both wholesale and retail houses to ensure
that all liquors dispensed be in strict accordance with such standard quality and true to label.” No
license to be granted to any manufacturer, importer, or retailer except under such regulations as wiil
seeure conformity to such standard.basis.

11. That no extension of hours of sale of liquor in- eharteved clubs should be allowed, but that
provision should be made whereby members of such clubs are allowed to adopt the locker system.
That provision should be made with regard to the extension of hours during which liquor may be
consumed on club premises for special occasions, each such extension to be granted under a permit
and for a particular room in the club. No permits exceeding six in number should be granted in the
case of any one club in any one year. That the power to revoke the license of a chartered club provided
in section 9 of the Sale of Liquor Restriction Act, 1917, should be modified on the ground that the present
penalty is too drastic.

12. That the licensing law should be so amended as to put restaurants and hotels on the same
footing as halls or other rooms in regard to the consumption of hquor at social gatherings, provided a
permit is first obtained from the police for this purpose. .
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206. In Aprii and May, 1923, a series of conferences, convened bv a number of
Anglican clergymen, were attended by official representatives of the New Zealand
Moderate League, the associated clubs, and the licensed trade in all its sections. A
programme of licensing reform was unanimously adopted, and a New Zealand Licensing
Reform Association was constituted to advocate the proposals for corporate control.
On the executives of the organization in the various centres were some of the most
prominent men in the trade.

207. A pamphlet issued by this association (Exhibit C. 25) contained this particalar
reference to the trade as parties to the proposal for Corporate Control :—

The Licensed Trades.—Some criticism has been levelled against the promoters of corporate
control for having invited representatives of the licensed trade to participate in framing the proposals
that are now being advocated. Such criticism, however, is quite unwarranted, for any reasonable
person will realize that as the licensed trade was the institution to be immediately affected by the
proposals their co-operation was of the utmost value. Furthermore, no other body could give the
~ same assistance in putting the proposal into practical shape.

The trade has not been unaware that there is a growing body of public opinion in the Dominion
demanding more effective control of the licensing system and a better general service to the public.
They claim that, hampered as they have been with insecurity of tenure and inefficient legislation,
they have done their best under the circumstances. They recognize that under the referendum their
destiny is in the hands of the people, and they desire to co-operate in ascertaining the true will of the
people. To this end they are supporting the submission to the people of corporate control as a definite
measure of licensing reform.

Speaking in Christchurch recently at a meeting of the New Zealand Licensing Reform Association,
Mr. A. S. Duncan (representing the brewers), said : "~ The opponents of the licensed trade had twitted
them with not reforming their business from within; but, as a matter of fact, the community had
decided many years ago to assume direct and special control of the trade through the Legislature, and
it was only through the Legislature that reform measures could be made operatne and effective. The
representatlves of the trade were glad to be given the opportunity of joining in a movement which,
while aiming at proposals imposing fresh restrictions on their business, was framing those proposals
along lines that were admittedly sound in direction and in the interests ot the community.”

208. While these proposals were being made in association with the trade, the ten
principal brewery companics of the Dominion were taking steps to sell their breweries
to one company. These companies were James Speight and Co., Ltd., W. Strachan and
Co., Ltd., McGavin and Co., Litd., all of Dunedin ; the Crown Brewery Co., Litd., Ward
and Co., Ltd., S. Manning and Co., Ltd., all of Christchurch ; J. Staples dlld Co ., Ltd.,
\Velhn(rton D J. Banv Ltd., (115 sorne 1 and the Lion Brewery, Ltd., of Auckland,
and Hancock and Co. (N BR Ltd, registered in London and carrying on business in
New Zealand as a foreign company. Ou the 15th June, 1923, New Zealand Breweries,
Ltd., with a capital of iJOO 000 in 500,000 shares of £1 each was incorporated to take
over the brewery businesses, but not the wine and spirit or the hotel businesses of these
brewery companies. The board of directors of New Zealand Breweries (,ompnsed
directors from the amalgamating companies. The 500,000 ordinary shares were issued
to the vendor companies in payment for the goodwill of their businesses. Thus the whole
of the initial capital was fully paid up in exchange for the goodwills of the businesses
purchased.

209. The public was offered £1,000,000 of first-mortgage debenture stock cau_ynm
interest at 10 per cent. per anunum, free of income-tax, redeemable at the company’s
option at the expiration of ten or twenty vears from the date of i issue. The moneys to
be raised by this means were to be used in purchasing the brewery premises, machmerv
plant, and stock in trade of the vendor coznpame~ No shares were offered direct to the
public, but the vendor companies offered to give each dpp].l(}&tlt for debenture stock the
option of purchasing from them, at par, one share for every £5 worth of debenture stock.

210. The offer of the £1,000,000 of dehenture stock was made by a prospectus which
set out, infer alia, the reasons for the sale by the vendors of their respective breweries
to one large company. They were as follows (R. 7689) :— _

The present owners have decided to afford the public the opportunity of becoming financially
interested upon fair and reasonable terms in the important and successful brewing industry as carried

on in New Zealand. The vendors. have been induced to dispose of their “old-established ani
remunetative businesses in'the manner herein'indicated so a< to bring into effect cettain reforms which
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they are led to believe are desired by the public. One of these reforms, it is suggested, is that of
abolishing what has hitherto been contended as being ** A restricted monopoly.” Without an
amalgamation of the chief interests it is impracticable to give effect to the desire of the public. The
merger now proposed will enable the public not only te become financially interested in the industry
in which they are so directly concerned, but also to obtain the particular beverage which they may
desire.

Another reform that it is confidently expected will be brought about will be in the direction of
limiting the goodwills paid in respect of hotel properties to reasonable amounts. Hitherto, with the
various brewery firms in active competition for avenues for the disposition of their outputs, goodwills
have been paid for hotels far in excess of their intrincic values, a position which, from a public point of
view, was not beneficial. With this competition removed, excessive goodwills ought to be abolished :
licensees should be in a position to conduct their businesses upon more reliable lines ; and the necessity
of ** tieing > public houses as understood by the public should disappear.

211. The first of these quoted paragraphs implies that the abolition of * a restricted
monopoly ” would be a reform. It also implies that without this reform it would be
impracticable to give effect to the other reforms desired by the public. The second of

the quoted paragraphs states some of those other reforms, viz. :—

(1) The removal of competition for hotels which had resulted in the payment
of goodwills ““ far in excess of their intrinsic values.”

(2) The enabling of licensees to conduct their business on more reliable lines,
meaning thereby, presumably, on a less speculative basis and, therefore, with less
inducement to break the law by after-hour trading for the purpose of assisting their
financial position.

(3) Removing the necessity of tieing public houses as understood by the public,
meaning thereby, presumably, that, as each vendor company had parted with its
brewery, it would no longer require a secured outlet for beer and that the
amalgamated company would not need to " tie 7’ because most hotels would require
one or more of its products.

212. All these reforms were to follow from an amalgamation of interests. The
meaning of the prospectus was that the substitution of an extensive or even a universal
monopoly in place of a restricted one would cure some major mischiefs. There would
be no need to compete for hotels because the interest of each individual brewer would
no longer be only that of securing outlets for the sale of his own beer. His interest
would lie in sharing in the profits from the sale of all the principal brands of beer in all
hotels in which those brands were sold upon a basis, at the outset, to which he had
agreed—viz., that his share should be proportionate to the value of his asset in relation
10 the total value of the assets transferred to the amalgamated company. This private
amalgamation of brewery assets was therefore in line with the proposals for corporate
control in that both would remove the desire of any individual to secure outlets for the
sale of beer.

213. The private amalgamation was not, however, in line with the object of cor-
porate control in two other respects—viz., (1) the private amalgamation would naturally
seek to promote the sales of all the brands manufactured in order to increase the profits
of the amalgamated company, whereas corporate control, in which the State had the
deciding voice, might be thought to have regard to the public interest by refraining
from a strong sales policy designed to encourage the consumption of beer; and (2)
the private amalgamation did not cover the whole field and did not exclude the possi-
bility of competition by a new brewery or breweries which might result in another
brewers’ competition for hotels, whereas corporate control was intended to cover the
whole field and to exclude all competition for hotels, both in the present and for the
future.

214. As we shall see, the amalgamation of New Zealand Breweries was carried
through and the company carried on business. Corporate control did not survive as
an issue for any period of time. In 1930, after seven years of prosperous trading, New
Zealand Breweries had to face the competition of a new company, Dominion Breweries,
Ltd. From 1933 onwards very large amounts were paid by New Zealand Breweries
and Dominion Breweries for hotels. To these we shall later refer. Thus in 1933 New
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Zealand Breweries entered on a course of dealing which it had recognized in its pros-
pectus was contrary to the public interest and which it had been professedly incorporated
to prevent.

215. The public apparently thought that there was a substantial risk in the invest-
ment offered by New Zealand Breweries in 1923. They took up only £414,390 of the
debenture stock and exercised their option to acquire shares to the extent only of £41,946.
The vendor companies took up the balance required.

216. New Zealand Breweries took over the breweries of the amalgamating com-
panies and paid for them out of the proceeds of the debenture issue. Five hundred
thousand ordinary shares were allotted to the vendor companies in payment for the
goodwill of their businesses.
~ 217. Following upon the amalgamation, the amalgamating companies continued
to carry on their remaining business, and those which controlled hotels dealt with New
Zealand Breweries for their heer. The English company of Hancock and Co. (N.7Z.),
Ltd., was wound up and transferred its hotels and other assets, other than its brewery
interests, to a new company, Hancock and Co., Ltd., registered in New Zealand with
a capital of £250,000, the shares being held mainly by members of the Davis family.
(The only vendor companies continuing in business to-day as separate entities are
Hancock and Co. and D. J. Barry, Ltd. (R. 6889).)

218. It was natural that the amalgamated company should have power to protect
its trading interests. Much money had already been spent on the prohibition polls,
both by the trade and by the New Zealand Alliance, and the issue had been in doubt.
Clause 3 (2) of the memorandum of association of New Zealand Breweries enabled the
company ““ to contribute funds to or otherwise assist or encourage or carry out any
prop: wan(ld or take other steps to further the interests of the company or to prevent the
company’s interest being prejudiced or affected.” This provision enabled the company
to contribute to a dee Defence Fund.

219. There is nothing unusual about a Trade Defence Fund. Many businesses in
various classes of industry contribute to a fund in defence of their industrv. As a back-
ground to an understanding of the facts, however, it is necessary to remember that the
licensing trade has maintained for many vears an extensive Trade Defence Fund.

220. It appears that contributions are made by hotelkeepers and brewery com-
panies to Provineial Councils of the trade and also, directly or indirectlv, to the National
Council of the Licensed Trade. The basis of contribution is 1d. in the £1 paid by hotel-
keepers on all beer purchased by them and either 1d. or §d. in the £1 paid by the
breweries by way of subsidy. The funds so contributed are available for expenditure
either in the district or nationally.

221. Counsel assisting the Commission, Mr. Willis, has made certain calculations
upon the evidence before us as to the annual income from the fund in 1945, and from
these caleulations some idea may be gained of the extent of that income in 1924. For
the yvear ended 31st March, 1945, it appears that the hotels purchased from the breweries
some 22,500,000 gallons of beer for approximately £6,400,000. At 2d. in the £1 the
annual income of the Trade Defence Fund would be about £54,000; at 11d. in the £1
about £40,000. We have not the figures for the purchases of hotels from “breweries in
1924, but the retail sales of that year, as given in a book on statistics put in evidence
by the New Zealand Alliance at page 6, were £8,310,000. Assuming the publicans
paid the breweries only one-third of that amount—viz., £2,770,113—the amount at
2d. in the pound would be £23,084 ; at 1id. in the pound, £17,313. Counsel for the
trade were asked by us to notify us if they had any objection to make to these estimates,
but they made no objection. Official accounts have not been submitted to us to enable
us to check these estimates.

222. A distinguishing feature of this Trade Defence Fund is that no explanation
of its disbursement is rendered to those who contribute to it. According to the evidence
of the Honourable Eliot Davis, no accounts are issued. The money is spent as the
officials in control of it determine, and those who contribute must have confidence that
affairs are administered in such a way as to protect their licenses (R. 4635).
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223. The existence of this increasing annual fund available for expenditure in
protection of trade interests must be kept in mind in considering the course of events
after the launching of the corporate control proposals.

224. There must also be kept in mind the expenditure on the other side of the
New Zealand Alliance.  This body relies for its general funds on voluntary subseriptions,
vut makes special appeals for funds to enable it to contest the licensing polls. The
funds of the Alliance seem to have been much less than those of the trade.

225. The business of selling alcoholic liquors, and of providing accommeodation for
‘the public which has been associated with the sale of these liquors, has thus been
ronducted over a long period of years under the stress and strain of a triennial contest
for and against the extinction of the business. For many years the issue was in doubt
+though recent polls have been heavily in favour of the continuance of the sale of alcoholic
Iiquor. This situation must have tended, at least while the i1ssue was in doubt, to induce
a policy on the part of the brewers and hotelkeepers of seeking quick profits with as little
capital expenditure as possible.

226. From 1924 onwards new companies began to be formed, particularly in Auck-
land, for carrying on some ‘branch of the trade in alcoholic liquors. Many of these
companies had interlocking directorates. We refer to most of those mentioned in the
-evidence, to the changes in their capital structures, and to some of the transactions in
hotels from 1924 to 1939 in order to present a picture of trends in the trade organization.
We refer also to the vote in the national prohibition polls in order to show the conditions
under which the trade had to be conducted and the degree to which, as the years went
by, the threat of extinction diminished. We refer also to the expenditure on the
national polls by the trade and the New Zealand Alliance respectively.

227. In July, 1924, the Pilling Pty., Ltd., was incorporated with a capital of £6,000,
to purchase the Palace Hotel property at Te Aroha. The shareholders included the
Campbell and Ehrenfried Co., Ltd., and New Zealand Breweries:

228. In July, 1925, Davis Consolidated, Itd., was incorporated, with these objects,
among others :—

(«) To purchase or otherwise acquire real or personal property ;

(h) To establish companies and associations; and

(¢) To aid any Government, State, municipal or other body.
The capital of the company was £150,000, divided into 150,000 shares of £1 cach.
Included in the purchases were 5,000 New Zealand Breweries’ debentures. The
directors were Sir Ernest Davis, Mr. Eliot Davis, and Mr. Oliver Nicholson.

229. At the national poll held on 4th November, 1925, the vote for continuance
was 299,590, or 44-37 per cent. of the total votes ; for State purchase and control, 56,037,
or 83 per cent. ; and for prohibition, 319,450, or 47-32 per cent.

230. At our request the trade and the New Zealand Alliance made available their
expenditure upon the national licensing polls from and including the poll of 1925. The
expenditure of the trade upon the poll of the 4th November, 1925, was £111,000 ; of the
New Zealand Alliance, £17,600.

231. In 1926 a company called Ohinemuri Hotels, Ltd., was formed for the purpose
of acquiring hotel properties in the Ohinemuri Licensing District. The capital was
£50,000 divided into 50,000 shares of £1 each. The shareholders included New Zealand
Breweries, the Campbell and Ehrenfried Co., Ltd., and persons prominent in the brewery
and hotel companies of Auckland. 7,750 fully paid £1 shares were issued to L. D. Nathan
and Co., and 6,750 to Hancock and Co., in each case in consideration of the transfer of
certain properties, together with the preferential rights to acquire publicans’ licenses in
respect of such properties. New Zealand Breweries subscribed for 10,500 shares for cash,
Campbell, Ehrenfried and Co. for 2,293 : Hancock and Co. and L. D. Nathan and Co.
also subscribed for a further 2,000 and 1,000 shares respectively for cash.

232. In 1926 also the Dunedin Brewery and Wilson’s Malt Extract Co., Ltd., was
incorporated with a capital of £50,000.
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233. In 1927 Northern Properties, Ltd., was promoted and formed as a private
company by the Great Northern Brewery Co., Ltd., for the purpose of enabling the
Great Northern Brewery Co. () to transfer some of its assets to Northern Properties, Lid.,
in consideration of 75,000 fully-paid shares ; and (b) to go into liquidation and distribute
portion of its assets. Under this transaction Northern Properties acquired seven hotels,
including the Esplanade at Devonport, and the Newmarket at Newmarket, and a half-
share in another hotel. Northern Properties, Litd., subsequently acquired other properties
and rights from the Great Northern Brewery Co. (These transactions are set out in the
Court papers on the application of Northern Properties, Ltd., to reduce its capital in
November, 1938 (¢nfra, para. 269) ).

23%. In 1928 the late Right Honourable J. G. Coates, when Prime Minister, intro-
duced, on his own account, and not as a Government measure, a licensing Bill which
was more extensive than one he had introduced in 1927, which had not been proceeded
with. The Bill of 1928 contained, snfer alia, the following proposals :—

(1) An extension of the period between licensing polls to every alternate
general election of members of Parliament ;

(2) If national prohibition were carried, then provision for a vote for national
restoration ;

(3) If national prohibition were ecarried, provision for a poll for local

. restoration ;

(4) If licensed premises were, by reason of a change in boundaries, included
in a no-license district and thereafter, by subsequent change in boundaries,
included in a license district, provision for a special poll authorizing the issue of
a new license in respect of such premises, the poll to be decided hy a bare
majority ;

(6) A provision defining private bars.

(6) Provision enabling objection to be taken to the grant or renewal of a
publican’s license on the ground that there was no proper hot-water service in
connection with any bar or that sufficient sanitary or other accommodation for
the comfort or convenience of guests or employees had not been provided ;

(7) That there should be no premium in addition to rent :

(8) A provision enabling a Licensing Committee, in considering an application
for a transfer, to take into account the terms of the transfer and refuse consent
if they were excessive ;

(9) A provision that the holder of a publican’s license should not be entitled
to receive any payment in addition to the reasonable value of his interest ;

(10) A provision that Licensing Committees should have power to require-
such additions, alterations, or repairs for the reasonable needs of the travelling
public and all other persons resorting to the premises and of the locality. The
license might be suspended until compliance ;

(11) Power to transfer wholesale licenses ;

(12) Provision applying section 8 of the Act of 1914 (relating to the delivery
of liquor into no-license distriets) to the King-country.

(13) Provision rendering Polynesians subject to the same restrictions as
Natives ;

(14) Provision enabling the Superintendent of Police to extend the hours for
dinner i an hotel or chartered club to any time not later than 10 p.m.;

(15) Provision requiring a book for the registration of lodgers to he kept by
inn-keepers ;

(16) Provision requiring barmen to be registered ; and

(17) Certain provisions concerning the wine industry.

This Bill was reported from the Committee of the Whole, but was not proceededv
with.
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235. At the national poll on the 14th November, 1928, the vote for continuance
was 374,002, or 51-07 per cent. of the total votes; for State purchase and control,
64,276, or 8-77 per cent.; and for prohibition, 294,453, or 40-16 per cent. The
expenditure of the trade on this poll was £87,000, and of the New Zealand Alliance
£11,000.

236. On I1Tth December, 1928, United Iuvestments, Ltd., was formed with a
capital of £8,000 for the purpose of purchasing leasehold interests and premises, and
carrying on the business of hotelkeepers and licensed victuallers. This company
purchased the Britomart Hotel in December, 1928, for £22,500. We shall refer later
to the position of this hotel (para. 327 (3) ).

237. In Januarv, 1929, Hotel Auckland, Ltd., was incorporated, with a capital of
£60,000, divided into 60,000 shares of £1 each. An agreement for the formation of
this company had been made on the 15th October, 1928, for the purpose of acquiring
the Hotel Auckland from the Endeau Estate for a consideration of £81,000. The
agreement was dependent In certain wavs upon the, question whether national
prohibition would be carried.  Hancock and Co. held most of the shares, and the
other shareholders included Sir Ernest Davis, Hon. K. R. Davis, and Mr. Oliver
Nicholson.  These three were the directors of the company.

238, In July of 1929 New Zealand Breweries increased its capital to £2,000,000
by the creation of 1,500,000 shares of £1 each.

239. In October, 1929, the Campbell and Ehrenfried Co. issued 85,602 honus
shares of £1 each fully paid, which brought their capital to 300,000 shares of £1 each
fully paid.  In November, 1929, the company reduced its capital from £300,000,
divided into 300,000 shares of £1 each, to £150,000, divided into 300,000 shares of
10s. each, and the company effected the reduction by returning to its shareholders the
sum of £150,000. The papers filed on the application to the Court show that the
reduction was made on the ground that the company had been, and remained,
over-capitalized and that half the capital might be prudently returned to the share-
holders as it could not be profitably emploved in the business of the company. The
assets shown in the balance-sheet of the company as at the 3lst October, 1929, stood
at £473,130 14s. 7d.  The affidavit of Sir Alfred S. Baukart, the chairman of directors,
stated that, if these assets were sold at that time (November, 1929), they would
realize £845,238 16s. 2d., or thereabouts, and that, on that basis, after the reduction
was carried mnto effect, the company’s assets and liabilities (including its share capital)
would be as follows :—

£ s d.
Assets .. .. .. .. .. 695,233 16 2
Liabilities .. .. .. .. Lo 312,190 10 0
Surplus of assets over habilities. . .. .. £383,048 6 2

240. In April, 1930, New Zealand Breweries, having, as already stated, increased
its capital to £2,000,000 in July, 1929, capitalized the sum of £250,000, representing
undivided profits, standing to the credit of the company’s reserve funds, and gave its
shareholders a bonus issue of one fully-paid £1 share for every two £1 shares held by
them. In addition, shares of a nominal value of £342,271 were issued to debenture-holders
of the company in return for the surrender of debentures of twice that nominal amount—
viz., £684,542. This left a sam of £65,371 owing on debentures. It is obvious that,
within six years from its formation, New Zealand Breweries, trading throughout New
Zealand, had made very large profits for the henefit of its shareholders.

241. In April, 1930, a new company, Dominion Breweries, Ltd., was incorporated
in Auckland, with a capital of £75,000, to take over :—

(1) The business of the Waitemata Brewery and its brewery license ; and
(2) The wholesale wine and spirit business of Levers and Co., Ltd.
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Out of a total consideration of £39,200 paid for these two businesses as going concerns.
the total amount paid for goodwill was £19,100. This company was independent of New
Zealand Breweries and entered into competition with that company.

242. By June, 1930, Dominion Breweries, Ltd., had allotted a total of 74,000 shares,
including 19,000 issued to the vendors of the two businesses in part payment for their
assets.

243. Dominion Breweries forthwith proceeded to acquire control over hotels, so that,
as its chalrman of directors said, “*its marketing policy could be co-ordinated with
consumption at the retail end,” and by March, 1931, the company had control of four
hotels. Its policy at this time was to lease an hotel and then sublet it to a tenant.

244. In July, 1931, Dominion Breweries increased its capital to £250,000, divided
into 250,000 shares of £1 each, but the paid-up capital of the company was £73,274.

In 1931 Hancock and Co. built the Station Hotel on Beach Road, Auckland, at s
cost of over £70,000.

245. During the next two or three years there was a severe economic depressior,
On this account, no national poll was held in 1931.

246. Dominion Breweries pursued its policy of acquiring control over hotels. 1In
1932-33 the number had increased to eight, but was reduced to seven in 1933-34. During
1934-35 the number increased to twelve.

247. It is of interest to note that while the new company, Dominion Breweries, was
extending its control of hotels, Ballin Bros., Litd., a Christchurch wholesale firm, purchased
the Muriwai Hotel, near Gishorne, in August, 1932. (This hotel is now leased to a tenant.
and tied to Balling Breweries, Litd.)

248. On 1st July, 1933, New Zealand Breweries repaid in cash the balance of £65,371
owing to its debenture-holders. In the same month the company purchased its first.
hotel--viz., an hotel in Thames for £3,000, the (fovernment valuation being £1,700. The
reason given for the extension of the company’s activities beyond manufacturing is thus
stated by the company :

(Answer to Question 18 ;)  Originally it was the intention of the directors to confine the activities
of the company to manufacturing. This policy was continued for a number of years, when it was found
that the policy of other companies in competition with New Zealand Breweries of acquiring hotels

either by lease or purchase and using their own draught beer exclusively in those hotels forced the
company, in self-protection, to acquire hotels in which its own draught beer was exclusively sold.

Thus hegan what was termed in the evidence ““ a brewer’s war ”* for the control of hotels..
249. In 1934, New Zealand Breweries purchased four hotels.

250. In September, 1935, the year of the licensing poll, Ohinemuri Hotels, Ltd.,.
reduced 1its capital from £50,000, divided into 50,000 shares of £1 each, of which 47,000
had been issued, to £31,250, divided into 50,000 shares of 12s. 6d. each. The reduction
was effected by making cash payments of 7s. 6d. per share to the holders of 47,000 issued
shares and by reducing the nominal value of the shares from £1 to 12s. 6d. per share.
The Court papers filed on this reduction show that the company was the owner of four
Hicensed hotels situated in the Townships of Paeroa, Waihi, Kerepeehi, and Waikine
respectively, and that the reduction was made on the ground that the capital was in
excess of the wants of the company and that it was unable to find a satisfactory outlet
for using this surplus capital.

251. At the national poll, held on the 27th November, 1935, the vote for continuance
was D21,167, or 63-42 per cent. of the total votes ; for State purchase and control, 57,499,
or 7 per cent.; and for prohibition, 243,091, or 2958 per cent. At the no-license poll,
Ohinemuri remained a licensed district.

252. The trade spent on the poll of 1935, £79,000 ; the New Zealand Alliance, £1,330.

At the end of 1935 there was a change of Government. The depression was over,
and money was spent freely.
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253, Un the 27th Apail, 1936, the following advertisement was inserted by Dominion
Breweries in the Wellington newspapers, {from which the following is an extract —

To the Public of Wellington.

Certain brewers who own or hold the leases of certain hotels in the W ellington Distriet have warned
their tenants that their leases will not be renewed, or will only be renewed at an increased rental, if they
sell any bottled beer other than that of their own manufacture.

Are these brewers to be permitted to dictate to the public as to what it shall drink ¥ Hotels obtain
their licenses on condition that they meet the requirements of the people, and such an act of intimidation
is repugnant to the British sense of freedom and fair play.

A list of hotels which refuse to be dictated to, and are free to supply the public with any brands of
bottled beer they demand, more especially Dominion Bitter and Vita-Stout (products of the Waitemata
;‘IS(‘(E‘I Ii]"}e;vory) will be published at an early date should this objectionable practice continue. (R. 6726 :

254. The reasonable inference from this advertisement is that some opposition
brewery had decided to enforce the tie in respect of bottled beer in the licensed houses
controlled by it. It appears, however, from the evidence, that, after a reply from
McCarthy’s Brewery on the 28th April, 1936 (R. 6890), the threat of publicity by Dominion
Breweries was sufficient to prevent the tie from being enforced. New Zealand Breweries
was not at this time financially interested in Macarthv’s Brewery, though it bhecame
20 subsequently.

" 255. In June, 1936, Ballins Breweries (N.Z.), Litd., was formed in Christchurch, with
a capital of £250,000 to take over Hickmott’s Victoria Brewery and the wine and spirit
business of Ballin Bros., Ltd. The prospectus made these statements :—

Ballin Bros., Ltd., possess valuable financial and trade interests in 81 hotels in New Zealand, and
its trading organization regularly contacts 774 hotels out of approximately the 1,200 in the Dominion.
The purchase-price was stated to be £57,607, of which £20,000 was for goodwill, pavable
to Ballin Bros., covered by the allotment of 20,000 ordinary £1 shares fully paid up.

256. During 1936 New Zealand Breweries continued its policy of purchasing hotels.
It also purchased a brewery, the Timaru Brewery, for £73,000.

257. During 1936 Dominion Breweries purchased from one owner his hotels at
Huntly and Taihape for a total cost of £45,000. The chairman of directors considered
the amount reasonable.

258. The legislative provision contained in section 19 of the Law Reform Act, 1936
{passed on the 18th September, 1936), then exercised an influence on the mode of letting
hotels. This section provided that in all leases, containing a covenant or agreement
against the assigning or underletting of demised premises without license or consent, the
covenant or agreement should be deemed to be subject to a proviso to the effect that
such license or consent is not to be unreasonably withheld, subject to the right of the
landlord to any expenses incurred in connection with such license or consent. New
Zealand Breweries had had a personal lease form under which it could refuse its consent
where excessive goodwills were asked. The company found it could no longer refuse
-consent on this ground, so it allowed existing leases to run out and then continue on a
monthly basis (R. 6804).

259. In 1936 the directors of Dominion Breweries came to the conclusion that the
policy of subleasing hotels was not as sound a policy as managing with a licensed manager

"The chairman of directors informed us that the company became mvolved in losses n
nearly every case with assignments from the original subtenants, by reason of the high
goodwill payments which had been made.

The amount invested by Dominion Breweries in hotel premises, furniture and fittings,
hotel advances, and securities rose from £28,458 in 1936 to £153,094 in 1937.

260. In February, 1937, Ballins Breweries made an advance on a mortgage for
six vears on the Commercial Hotel, Pahiatua. This is an example of the extension of
the conipany’s trade to the North Island.

261. In 1937 New Zealand Breweries purchased twenty-five hotel preperties,
comprising twentv-three freeholds and two leaseholds, from the Wellington company
of J. Staples and Co. for £496,000. To finance this the company offered its shareholders
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one share for everv two shares held, at a price of 25s. per share. In response to
dpplications, 543,108 shares were allotted, bringing the company’s paid-up capital
to £1,635,379, at which it now stands.

262. In 1937 New Zealand Breweries erected in Wellington the Hotel Waterloo
at a cost for the building of £126,000, and for building and fittings of approximately
£155,000.

263. In 1937 J. Staples and Co., Ltd., Went ito liquidation. This company had
been incorporated in 1889 with a share capltal of £60,5600, which was Jater increased to
£350,000. On its liquidation in 1937 it distributed 116,391 shares in New Zealand
Breweries valued at £2 10s. each. Taking that into account, the company’s share-
holders received by way of capital distribution the sum of £925,352.

264. In 1937 the Dunedin company of James Speight and Co., Ltd., also went
mto voluntary liquidation. It had been incorporated in 1897 with a capital of £60,000.
On liquidation the shareholders received by way of capital distribution the sum of
£869,625.

265. In September, 1937, Hancock and Co., Ltd., increased its capital from
£250,000 to £400,000. It allotted this increase of 150,000 shares to its members as
fully paid, the cash payment of £150,000 coming from the company’s Fixed Assets
Appreciation Reserve Account. In October, 1937, Hancock and Co. increased its
capital from £400,000 to £650,000 by the issue of 250,000 preference shares of £1 each
to be allotted for cash. New Zealand Breweries agreed to take these 230,000 preference
shares, and then sold 60,000 of them to the New Zealand Insurance Co. at par. These
preference shares are now paid up to 10s. each. The nominal capital of Hancock and
Co., Ltd, is therefore £650,000, but the paid-up capital is £525,000.

266. In April, 1938, Dominion Breweries purchased the Market Hotel, in (wrev ]
Avenue, Auckland, for £31 000. This hotel had been leased to Dominion Breweries
in 1934 for five years at £1,560 per annum. The Government capital valuation made
subsequently in 1940 was £9,105, of which the unimproved value was £4,420 and the
value of the improvements £4 685 (Ex. A. 61).

267. In June, 1938, the Dunedin Brew ery and Wilson Malt Extract Co. increased
its capital to £75,000.

In June, 1938, also, Ballins Breweries took a lease of the Taita Hotel, Lower Hutt,
for a term of ten years.

268. In July, 1938, Dominion Breweries increased its nominal capital to £300,000
by the creation of 250,000 ordinary shares of £1 each. In August, 1938, 50,000 of these
new shares were offered to shareholders at a premium of Hs. per share in the proportion
of one new share for every five shares held. The issue was fully subscribed, and at the
31st March, 1939, the issued and paid-up capital of the company was £300,000.

269. In November, 1938, the vear of the licensing poll, Northern Properties, Ltd.,
reduced its capital from £75,000, divided into 75,000 shares of £1 each, to £37,500,
divided into 75,000 shares of 10s. each. The reduction was effected by returning the
shareholders’ capital to the extent of 10s. per share and constituting the nominal value
of each share at 10s. The reduction was made, as the Court papers show, on the ground
that it was unnecessary to retain in the company, as capital, any larger sum than £ £37 ,b00 ;
and that, if any additional funds were Teqmred they could readﬂv be obtained bv
borrowing.

270. At the national poll held on the 15th October, 1938, the vote for continuance
was 546,995, or 60-35 per cent. of the total votes ; for State pu1chabe and control, 96, 131
or 10-61 per cent. ; and for prohibition, 263, 208 or 29-04 per cent.

The trade spent on this poll £66,200, and the New Zealand Alliance £1,650.

271. In November, 1939, Dominion Breweries offered 50,000 shares to its share-
Kolders at a preminm of 2s. 6d. per share, and this issué was fully subscribed. The
isstied and paid-up capital of this company at 3Lst March, 1940, was £350,000, and it has
rémained at that amount. The premiums paid by shareholders for their shares produced
£57,924 2s. 6d., a sum which forms about half the company’s reserve account.
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272. Dominion Breweries had continued its policy of purchasing hotels and making
advances upon them. In 1939 its investments on these purchases and advances stood
at £495,766.

CHAPTER 12—CONTROL OF PRICES, STRENGTH OF BEER, USE OF SUGAR,
HOURS OF SALE, ETC., SINCE 1939
273. After war began in September, 1939, exceptional conditions arose in New
Zealand. Particularly after June, 1942, there were many visiting servicemen, there
was much overcrowding, and much unusual excitement. We think that our judgment
of the normal conduct of the trade and of the people in relation to the trade should
not be influenced by these exceptional conditions. Nevertheless, apart from these
matters of conduet, the war brought certain restrictions upon the trade with consequences
which still continue, and the present situation cannot he gauged without reference to
them. We refer to—
(1) The increases i the excise duties and the sales tax, and the bringing of
the trade for the first time under a system of price control
(2) The reduction in the alcoholic strength of beer and the regulation of the
amount of sugar to be used in brewing: and
(3) The reduction in the hours of trading, the increase in the powers of
regulation, and the relief from repairs.

Increasgs IN Dury aNp CoNTROL OF PRrICES
274. We state first the facts concerning the inereases in duty and the control of
prices. At a later stage we shall consider a submission by the New Zealand Alliance
that price control was exercised in subservience to the interests of the trade.
275. We are informed by the Price Tribunal that, prior to the vear 1939, a 14 oz.

elass was available in most hotels in Auckland for 6d., and that 100z, 12 oz, and
14 oz. glasses were available in different hotels in Dunedin each for 6d.

276. On the 1st August, 1939, just before the commencement of the war, the
excise duty on beer was increased by 6d. a gallon. We are informed by the Price
Tribunal that at that time the prices for draught heer in the four main centres were
as follows : -

In Auckland .. .. .. .. 6d. for a 12 oz. glass
In Wellington .. .. .. .. 5d. for a 10 oz. glass ;
In Christchurch .. .. .. bd. for a 10 oz. glass ; and
In Dunedin .. .. .. .. 6d. for a 12 oz, glass.

In a few hotels a container known as a “ half handle ” was used for the purpose of
serving dranght beer at a charge of 3d. or 4d. (R. 6945).

277. When the excise duty was increased on the lst August, 1939, some hotel-
keepers passed on this increase in duty to the public by way of increased prices.
Others curtailed or eliminated the house shout, which was a free beer on the purchase
of every three or four. This increase gave rise to many complaints and general
digsatisfaction.

278. On the 5th August, 1939, the Price Investigation Tribunal, then acting under
the Board of Trade (Price Investigation) Regulations 1939 (1939/62), had a conference
with the president of the New Zealand Licensed Victuallers’ Association, the president
and the secretary of the Wellington Licensed Vietuallers’ Association, the secretary of
the National Council of the Licensed Trade, the seeretary of the Auckland Provineial
Couneil, another representative of trade interests in Auckland (Mr. Usmar), and the
national secretary of the Hotel Workers” Federation. No balance-sheets or profit and
loss accounts of any breweries or hotelkeepers were available at this meeting. War
was imminent at the time and it may be that there was some difficulty in obtaining
them. A representative of the Price Tribunal (Mr. H. L. Wise) informed us that it
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appeared there was a shortage of 12oz. glasses and that it would have been im-
practicable to order that all hotels in the country should provide a 12 oz. handle if
asked for, but that such a course was practicable in the four main cities (R. 2124).
He also said :—

The trade itself took all responsibility in the matter of introducing the 12 oz. handle for 6d. in the
four main centres (R. 2123).

279. The Price Stabilization Emergency Regulations 1939 (1939/122) were made
on the Ist September, 1939. They fixed the basic prices as the prices on the lst
September, 1939, but Regulation 11 provided that the Minister of Industries and
Commerce might, by notice made and publis‘hed as he thought fit, authorize the sale
of any goods or the performance of any services for a price excoedmg the price on the
Ist September, 1939, by such amount as the Minister thought fit to specifv. In
exercising these powers the Minister might be advised by persons who made inquiries
under fhe Board of Trade A(t 1919, dnd its amendments, among whom was the Price
Investigation Tribunal.

280. Following the conference of the 5th August, 1939, and with the approval of
the Govermment (R 6158), the Minister authorized the passing-ou of the mecreased
tax to consumers with effect from 5Hth September, 1939, on the following basis
(R. 2122 and 6132) :—

Handles.—12 oz. handles were to be made available i the four main eities of
Auckland, Wellington, Christechurch, and Dunedin for the price of 6d. if asked for
(R. 6138/9 and 6186).

Elsewhere the price of beer was not to be increased beyond the maximum of
6d. for 12 oz., but licensees were permitted to charge the full price for any less quantity
according to the custom of the trade in New Zealand. Thus 6d. could be charged for
a 10 oz., 8 oz., or 5 oz. glass—that 1s, for the 10 oz. handle, the medium, or the small.

Pint Bottles.—The Minister authorized an increase of 3d. per pint hottle when
sold 1 bottle stores in the Auckland area. but no inerease when the contents were
consumed on the premises.

Quart Bottles.—1d. increase in all areas.

Riggers.—1d. increase 1 all areas.

An increase of 6d., but in no case to exceed s, 6d. per gallon.

281. On the 26th September, 1939, there was a further increase of 3d. per gallon
in the excise duty on beer (R. 6131). The total duty was then 2s. per gallon, plus 4:d.
for every unit of specific gravity above 1047. The Minister then, on the advice of the
Price Investigation Tribunal, authorized the following inereases with effect as from the
Ist November, 1939 (R. 2123) :—

Gallons.—An increase of 3d. per gallon. .

Handles, d&e.—No inerease in the price of heer measures. This left the trade to
charge as 1t had been charging-—viz., a maximum price of 6d. for any quantity asked for,
©ven a pony.

Riggers (Large).—An increase of 3d. each.

Riggers (Small).—An increase of 3d. each at Auckland only.

Large Bottles.—An increase of 'gd. each.

Ninall Bottles.—An inerease of 1d. each on all small bottles sold for consumption on
the premises at Auckland only, but no increase anywhere else in small hottles sold for
consumption off the premises (R. 2123).

282. These authorizations were, in general, conveyed by letter from the Price
Tribunal to a representative of the brewers and bottlers, a representative of the wholesale
merchants, and a representative of the licensed vietuallers. Each representative had
the duty of communicating the amount of the authorized increase to the class which he
represented.
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223, The Conrrol of Prices Emergenew Regulations 1933 (1939 275) were made on
the 20th December, 1934, These regulations set up the Price Tribunal, which had power
to investigate complaints concerning prices, to issue Price Orders, to survey prices, to
institute prowe(hno\ for offences in relation to prices, and oenPrde to take steps to
prevent profiteering or the exploitation of the public. Reguldtmn 13 (3) provided that
the power conferred by Regulation 11 of the regulations of 1939122 might thereafter
he exercised by the Minister or by the Tribunal.

- the 20th December, 1939, therefore, the Price Tribunal had been constituted
with power :—
(1) To authorize increases in prices bevond the prices of Ist September, 1939,
by a notice made and published in such manner as it thought fit ; and
(2) To make Price Orders fixing the wholesale or retail prices of goods in any
locality and fixing margins within which goods might be sold. The Tril unal was
quuned to give notice of every Price Order in such manuner as in each case it rh(mg‘ht
fit.  Commencing in February, 1940, the Price Tribunal proceeded to give notice
of its price orders in the N.Z. Guzette.

7\4 In July, 1940, the sales tax was increased from 5 per cent. to 10 per cent,
(R. 6870). We understand that about this time the Price Tribunal obtained the balance-
sheets and accounts of New Zealand Breweriex and of Dominion Breweriex and sub-
sequently the accounts of smaller breweries. The Tribunal authorized the following
increases as from 19th July, 1940 :— .

(1) No change in the charges and measures in the bar.
(2) The price of quarts in the bottle stores was increased by a maximum of
5 vach quart. The price for pint hottles in the bottle store remained unchano'ed

235. By Regulation 8 of the Price Stabilization Hmergency Regulations 193¢
Amendment No. 1, made on the 5th March, 1941 (1941 /36), the Price Tribunal was glven
power to give notice in the newspapers, or otherwise require the retailers of goods of any
class specified, to keep at at all times prominently displayed in the shop notices showing
particulars of former selling prices and new selling prices and also containing a certificate
that any Inereased prices had been duly authorized.

286, By Regulation 2 of the Control of Prices Emergency Regulations 1939, Amend-
went No. 2, made on the 27th November, 1941 (191‘),/1‘)) a du‘ry was imposed on every
retailer of goods of which the retail price was fixed by a Price Order either : -

(1) To keep a copy of the Price Order or a statement of the prices ])mminentl}‘
displayed in his shop; or

(2) To display a prominent notice that the relevant Orders were available in
the shop for inspection by any customer who wanted to inspect them.

2387, The foregoing regulations were in force when the increases in the prices of
alcoholic liquors were authorized during 1942. With regard to the display of notices in
o shop, the Tribunal informs us that it was advised that a bar was not a shop (see letter
of l&t November, 1945, p. 2, Exhibit A. 163).

283, On the 30th April, 1942, the excise duty on beer was increased to 3s. per gallon
on worts of a specific gravity of 1036, increased by ld. for every unit of specific gravity
above 1036, and decreased by 1d. for every unit of specific gravity below 1036, but not
less 1 any case than 2s. 3d. per gallon (section 6 of the Customs Acts Amendment Act,
1942).  This amendment was designed not merely to increase the duty, but to bring
about a reduction in the alcoholic content of beer. On 11th May, 1942, the sales tax
was Increased from 10 per cent. to 20 per cent. (R. 6870 and section 3 of the Customs
Acts Amendment Act, 1942).

289, In May, 1942, the Tribunal considered the question of increases in price. It
did not, however, for this purpose iuvestigate the halance-sheets of the hotel-owning
companies. The reason given by Mr. Wise, of the Price Tribunal, was that the Tribunal
already had on its own files a large amount of information concerning the position of
hotels.  The Price Tribunal authorized the following increases :—

(1) An increase of 1d. per measure for the retail price of beer sold other than in
the form of hottled beer or riggers.
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(2) In respect of bottled beer and riggers, a maximum increase of 4d. per reputed
quart bottle and 2d. per reputed pint bottle : Provided that riggers holding an imperial
quart might bear a maximum increase of 44d.

290. The Price Tribunal did not incorporate any of these increases in a Price Order.
They made the increase by an authorization communicated by letter of the 11th May,
1942, to the managing director of New Zealand Breweries, Ltd., Wellington, of which
copies were sent to the representatives of the wholesalers and of the retailers. Part of
this letter may be quoted to show how an authorization was made, viz.—

The Tribunal would refer to its several consultations last week with representatives of the brewery
and licensed victualler industries, Mr. Good, Comptroller of Customs, and Mr. Ashwin, Secretary of the
Treasury, as to beer prices following the recent adjustment in sales tax and excise duty.

Authority has been given in terms of the Price Regulations for brewers to pass on the excise-duty
increase, less savings in cost of materials as a result of the new brewing formula, plus full sales tax on the
new selling prices, in respect of draught beer in casks. It is understood by the Tribunal that the
resulting net additional cost to resellers will be approximately Is. 5d. per gallon. The correlated net
increase in cost to the reseller of bottled beer bought by way of wholesale to be at the rate of 3s. 6d. per
dozen for quarts and 1s. 9d. per dozen for pints . . . Similarly as from and including to-day the
Tribunal has given authority for retail prices to be increased up to a maximum of 1d. per measure on
all beer sold other than in the form of bottled beer or riggers. In respect of bottled beer and ordinary
riggers the maximum increase allowed is 4d. per reputed quart bottle and 2d. per reputed pint bottle.
Riggers holding an imperial quart will bear a maximum increase of 4}d.

It is understood that you will communicate the terms of this decision to all brewers throughout
the Dominion.

A copy of this communication has been sent to Mr. Suisted on behalf of the licensed victuallers and
to Mr. Talbot on behalf of wholesale merchants.

291. The reasons given to us by Mr. Wise, of the Price Tribunal, for controlling
prices in this way, and particularly for controlling the price of draught beer by fixing
the price of a 12 oz. handle in the main cities, if requested, at a maximum price first of
6d. and then of 7d., were these :—

(1) Before September, 1939, there was considerable variation in the bottle
store and bar prices charged hotel by hotel, place by place, and even bar by bar.
In some instances, hotels with more than one bar had different prices in each bar
for similar lines. Also, the sizes of measures and glasses varied, in some instances,
bar by bar (R. 2125), (paras. 275 and 276, supra).

(2) It has been the custom in the trade in New Zealand to charge the same
price in hotel bars for measures of beer of whatever size (R. 2123/4).

(3) Additional costs due to freight and breakages inevitably result in different
prices outside the metropolitan areas (R. 6164/5).

(4) The general practice of the Tribunal has been not to interfere with
established commercial practices.

(6) If the Tribunal had insisted on different prices for different containers,
the prices of the 10 oz. and 12 oz. handles would necessarily have been higher than
they are; and the main object was to ensure that the working-man in the cities
could be perfectly certain of obtaining a 12 oz. handle for the maximum charge of
6d. and then of 7d. (R. 6167).

(6) The tax on beer is a consumer tax and it was desirable to fix a price that
would ensure that part of it was passed on to the public. That was done by fixing
a price which would maintain the volume of sales and so maintain the revenue
from this source during the war.

(7) At the same time, the Tribunal considered that part of the increases in
costs due to increased taxation should be absorbed by the trade. Accordingly, the
trade was required to bear part of that cost and also of increases in costs of materials,
including cooperage materials, and in other costs such as wages and freights.

292. In the view of the Tribunal and of representatives of the trade, the result
of the price control of beer ensured that the price since 1939 had increased less than
the actual amount of increased taxation, the difference having been absorbed by the
brewers and hotelkeepers (R. 2124 and 6861).

3—H 38
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293. We note here that there is evidence which we accept, that 12 oz. handles
speedily disappeared for the most part from the hotel bars in the main cities. One
exception was the Britomart, in Customs Street, Auckland, which dealt only in 12 oz.
handles for the maximum price and made large profits. If the 12 oz. handles substantially
disappeared from cityv barg, then the basis of the fixation of price also disappeared at
an early stage in the control. At no time did the Tribunal make any attempt to fix ‘rhe
prices on the basis, say, of a 10 oz. handle.

294. Prior to May, 1942, the Tribunal had authorized increases in the bottle prices
for whisky, rum, and gin (R. 6152), and also 1d. per nip on the 1939 prices for brandy
(R. 2126).

290. In May, 1942, the Price Tribunal authorized an increase i the bar prices for
whisky, rum, and gin from 9d. to 10d. per nip. The Tribunal states that this increase
provided only for the recovery of the additional taxation and did not take into account
any previous increases in taxation or overseas costs and shipping charges (R. 2125).
The wholesale price of a case of whisky to the retailer had incereased between 1939 and
1942 by a) mnn\lmatoh 60 per cent., so that the price per bottle bought in case was to
the wmﬂel lf)s 1id. (R. 6163).

296. The Tribunal did not include this increase in the price of spirits in May, 1942,
in any Price Order. Tt left the matter to an authorization privately cominunicated to
the wholesalers and retailers. It is important to note that the authorization did not
specify the number of nips to the bottle. This left the hotelkeeper free to extract as many
nips as he could {rom the bottle, charging 10d. for each.

297. The Countrol of Prices Emergeney Regulations 1939, Amendment No. 3
(1942/336), were made on the 15th December, 1942, Regulation 15 of these regulations
provided—

(1) That m any Price Order the Tribunal might include such provisions, not
mconsistent with the regulations, as it thought necessary or desirable for the
proper administration of the Price Order or to ensure compliance with the terms
thereof ; and

(2) That any authority given by the Minister or the Tribunal under clause 11
of the regulations of 1939 (1939 /122) might be given subject to such conditions as
the Minister or the Tribunal thought fit.

Regulation 16 of these regulations of the 15th December, 1942 (1942/336), then
repealed Regulation 2 of the Ieguldtwns 1942/12, and provided that every retailer
selling any goods of which the retail price had been fixed by a Price Order was required
to keep a copy of the Price Order, or a statement of the prices tixed therehy, prominently
displayed in his shop so that customers could freely consult the Price Order or statenient
without having to obtain permission to do so.

298. As already stated, the Tribunal states that it was advised that a bar was not a
shop. If that was correct, the regulation was not amended to include a bar and to enable
any conditions to be inserted in the authorizations for the purpose of making them
effective. No Price Order was made at that time. The Tribunal informs us that it was
satisfied that the trade was co-operating fully with it in observing the prices fixed.

299. The Control of Prices Emergency Regulations, 1939, Amendment No. 4
(1944/3), were made on the 12th January, 1944. Regulation 4 of these regulations
provided that the approval of prices under Regulation 13 (3) of the regulations of 1939
(1939 275), which comprised the approval of prices under Regulation 11 of the regulations
of 1939 122, should operate as though the approval were a Price Order fixing the approved
prices or charges as the maximum prices or charges for the goods or services to which
1t related.

300. Regulation 6 of these regulations (1944,3) provided that any notice or approval
given by the Tribunal under either the Price Stabilization Emergency Regulations 1939
(1939/122) or the Control of Prices Kmergency Regulations 1939 (1939,275), whether



“67 H-—-38

given before or after the commencement of ‘the regulations (1944,/3), should, unless other-
wise expressly provided in the regulations, be deemed to have been sufficiently given
if given in writing signed by a member of the Tribunal or by any one by direction of the
Tribunal and delivered or posted to the person or persons primarily concerned therewith
or to any person or organization deemed by the Tribunal to represent the person or
persons primarily concerned.

This regulaticn had the retrospective effect of rendering the publication or the
dizplay of authorizations increasing prices unnecessary at any time since 1939, but it
gave the authorizations, nevertheless, the effect of .a Price Order. Having regard to
the numbers of price authorizations, this was, no doubt, a necessary provision to be
administered according to the discretion of the Price Tribunal.

301. The Control of Prices Hmergency Regulations 1939, Amendment No. 5
(1944,174), was made on the 20th December, 1944. They provided for the method of
approval of increases in prices by the Minister or the Tribunal. The approval might
be given abgsolutely or conditionally in respect of s pemﬁed ooods or services or of %ales or
services by specified persons, or might be limited in Iocahtv The approval operated
as if it were a Price Order fixing the = pproved prices as the maximum prices of the
goods or services to which they related. Previous approvals were validated as though
given under the new regulation.

302. The first Price Order made in respeet of alcoholic liquors was made on the
26th April, 1945, more than six wecks after we commenced our sittings.  Mr. Wise said
that the Price Order was prepared on the 13th April, 1945, in cousequence of complaints
that the price authorizations was not being observed. Furthermore, early in 1945, a
plaintiff, who was an hotelkeeper claiming damages from a brewery company for an
alleged breach of contract in respect of the supply of spirits, was reported to have said
m the Supreme Court at. Napier that it was the universal practice in Hawke's Bay for
licensees to charge 1s. per nip for spirits.  The Tribunal arranged, through the secretary
of the New Zealand Licensed Vietuallers’ Association, that a circular should be sent to
every lcensed victualler in New Zealand on the subject of the price for spirits.  The
Tribunal also arranged for its Inspectors to make an investigation.  They reported that
in Napier the correct charge of 10d. was heing made for nips of whisky, but that in
Hastings some licensees were charging 1s. where they supplied aerated water (R. 2126).

Mz, Wise explained to us the making of a Price Order at this stage in this way :—

To place the enforcement of the authorization in respect of whisky, gin, and rum in the strongest
possible position, the Tribunal caused a price Order to be prepared setting cut the maximum price to
be charged for nips of these liquors at 10d. and the maximum number of nips to the bottle to be 42
(R. 2126).

This Price Order was, as we have said, gazetted on the 26th April, 1945, Brandy was
not included in it, but an increase of Id. per nip of that spirit had previously heen
authorized.

304. On the Sth July, 1945, the Price Order of the 26th April, 1945, was revoked
and a new Price Order was gazetted (ommhmu brandy as well as whls v, ru, and gin.
The new Order provided for the same maximum price and the same maximum number of
nips as the revoked Order.

305. The Price Tribunal informs us that though, as we have said, it had heen advised
that a bar was not a shop within the regulations, the Price Ovder is exhibited almost
universally in hotel bars. It is difficult to understand why, if it ought to he exhibited,
the regulation has not been amended to provide that a bar is a shop for the purposes of
the regulations and so to ensure the universal exhibition of the Price Order covering
spirits.

306. We have had various complaints as to the non-enforcement of the authorizations
covering the price of draught beer and of the Price Order affecting spirits.  We shall deal
with these matters when we consider the submissions made as to the subservience of the
Price Tribunal to the interests of the trade.

3k
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307. The position with regard to the prices of wine is that the wholesale and retail
-prices of the wine made by the principal manufacturers have been fixed by price authori-
zations during the war period, but owing to the considerable variation in the quality
of the wines on the market the Tribunal has not regarded it as possible to control all
prices (R. 2126 and 6187). That could only be done by relating prices to a specified
standard of quality, and, so far, a way has not been found to fix standards for wine
(R. 6188).

StrENGTH OF BEER AND Use oF Sucar

308. We refer now to the reduction in the alcoholic strength of beer and the regulation
of the use of sugar.

Following the increase in duty in April, 1942, which was designed to bring about a
reduction in the alcoholic content of beer, it was found that the majority of brewers
were brewing beer with an original specific gravity of 1036 or under, although this was
not so in the case of stout. In the majority of cases the spirit content of beer brewed to
this gravity lay between the limits of 6-5 per cent. and 7-1 per cent. of proof spirit. This
constituted a reduction of approximately 25 per cent. in the average strength of beer
prior to 1942 (R. 319). With a view to ensuring uniformity, the brewing of beer with an
original specific gravity exceeding 1036 was prohibited by the Manufacture of Liquor
Emergency Regulations 1942, which came into force on the 15th August, 1942 (1942/251),
except with the consent of the Minister of Customs. General authority was given under
these regulations as from the 15th August, 1942, for the brewing of stout in excess of
1036 specific gravity, with a restriction on the quantity to the average quantity brewed
during the period January to June, 1942 (R. 319). Brewers were also permitted to blend
beer of which the specific gravity of the worts was higher than 1036 with brews of lower
gravity, provided that the original specific gravity of the worts which would be required
to produce beer of the spirit strength of the blend did not exceed 1036. This concession
was granted to enable brewers to maintain the quality of their yeast.

309. No alteration of prices by the Price Tribunal followed upon these alterations in
strength.

310. We refer now to the control of the use of sugar. Although the majority of
brewers continued to comply with the Manufacture of Liquor Regulations of 1942 and
did not brew beer with an original specific gravity exceeding 1036, some brewers were
using a considerably greater qud,n‘mty of sugar proportionately to the amount of malt
ordinarily used (R.320). This practice lesulted. in a higher spirit content of the beer.
According to the Customs Department (R. 321), in at least one case the brewer had added
considerable quantities of sugar to the beer after primary fermentation—-.e., after the
time when the quantity and the specific gravity had been recorded for duty purposes.
This process resulted in a secondary fermentation, whereby both the apparent original
specific gravity and the spirit content were increased without any corresponding increase
in the duty being paid. Furthermore, Mr. K. M. Griffin, the Government Analyst at
Auckland (R. 2948) stated that the practice of adding sugar when beer was being bottled
was also being carried out extensively by the licensees of hotels in 1943 and prior thereto.

311. Accordingly, by the amendment of the 19th May, 1943, to the Manufacture of
Liquor Emergency Regulations 1942 (1943/81), the following provisions were made :—

Except with the consent of the Minister and under such conditions as he may
prescribe—

(1) No brewer shall use in the manufacture of beer more than 3 1b of sugar
to 40 1b. of malt ;

(2) No brewer shall add any sugar to any worts or to any beer at any time
after entry in the brewer’s book of the quantity and specific gravity of the

“worts ; and

(3) No person shall add any sugar to beer intended for sale after such beer

has been delivered from the brewery.
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The purposes of this amendment were—
(1) The conservation of the supplies of sugar ;
(2) The control of the alcoholic content of beer ; and
(3) The protection of the revenue.

312. Until these regulations were brought into force there was nothing to prevent
any person from using as much sugar as he liked in the brewing of beer, to the limit
of his ration, quite apart from using it for priming or conditioning the beer when
bottling it. .

313. The Minister of Customs allowed two exceptions to these regulations. It
appears that the quality of the malt made from the barley of the 1944 season was generally
poor, and the Minister permitted, from the 8th December, 1944, to the 31st March 1945,
the use of sugar in the production of worts in an amount not exceeding 4% 1b. of sugar
to every 40 lb. of malt. This concession was granted on the basis that the additional
sugar was within the brewer’s existing quota under sugar rationing.

314. The second exception was made by the Minister when on the 26th day of
June, 1943, he gave permission to brewers and bottlers to use up to 3 Ib. of sugar per
hogshead of beer for priming purposes (R. 321 and 2949). It appears that some bottlers—
for example, those in Hawke’s Bay—who were bottling beer brewed in Dunedin had
difficulty in making the beer keep after it had been carried a long distance. A general
authority was, however, given in respect of all beer. Administratively it may have
been difficult to do anything else.

315. The Customs Department presented the following statement of the quantity
of beer and stout brewed in excess of a specific gravity of 1036 during the years 1943
and 1944 :-—

1943, 1944,
Gallons. Gallons,
Stout brewed over 1036 S.G. .. .. 63,676 64,379
Beer brewed over 1036 S.G. .. .. 1,236,993 1,298,223
Total brewed over 1036 S.G. .. .. 1,300,669 1,362,602
Percentage of all beer and stout brewed .. 5-4179%, 53849,

(R. 1225.)

Hours or SALe, SERVICE CONTRACTS, ADVERTISING, REPAIRS, AND OTHER MATTERS

316. We refer now to the reduction in the hours of trading and to some of the
provisions for the increase in the powers of regulating the trade and to the provisions
for relief from repairs.

317. The Licensing Act Emergency Regulations 1942 (No. 2), (1942/186), made
on the 22nd June, 1942, imposed certain restrictions upon the trade. By Regulation 2
all licensed premises were to be closed on Saturday from 2 p.m. to 4 p.m. and from
6 p.m. until 10 am. of the following Monday, and on the nights of other days from
6 p.m. until 10 a.m. of the following day.

318. By Regulation 8, provision was made for the cancellation of a publican’s
license for a breach of the Licensing Act or of the regulations, or of the conditions of
the license, or for permitting the licensed premises to be frequented by disorderly or
disreputable persons, or for permitting drunkenness, or the illegal sale of liquor, or if
the licensee were not a fit and proper person.

319. By Regulation 15 it was provided that the failure to maintain the licensed
premises at the standard required by the Licensing Act, 1908, should not prevent a
renewal of a license or the grant of a new license if the Licensing Committee was
satisfied that the failure was due to the war.
© 320. By Regulation 17, contracts for the management of licensed premises in respect
of which a publican’s license had been granted were made unlawful if the contract
provided for the payment of remuneration at a rate determined or affected by reference,
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directly or indirectly to the amount of intoxicating liquor sold or the profits of the
business. Existing contracts of this kind were required to he adjusted so that the
remuneration would not be so affected. In default of agreement, adjustment was by
arbitration.

321. By Regulation 18, advertisenments in newspapers, other than a trade newspaper,
relating to Intoxicating liguor were limited to 2} in. in width by 2 in. in length. Adver-
fisements relating to intoxicating liquor caleulated to encourage the drinking of liquor
by women were prohibited ; so also were posters, other than those on trade premises,
and advertisements in picture-theatres or by means of wireless hroadeasts.

By Regulation 20, additional powers were given to constables to enter without
warrant on unlicensed premises where the constable reasonably suspected any offence
against the Licensing Act relating to the sale of liquor by unlicensed persons.

By Regulation 23, every mnkeeper was required to keep a register of his guests.

By Regulation 24, every holder of a brewer’s license, or a wholesale license, or a
winemaker’s license was required to keep a record of every sale of liquor made by him.

322. By the Licensing Act Emergency Regulations 1942 (No. 2), Amendment
No. 3 (1944 '86), made on the 31st May, 1944, a fresh provision was made protecting
licensees from a failure to keep premises up to the required standard. It was provided
that the provisions of the Licensing Act in this matter should not apply to prevent the
granting of a renewal of a license or a new license 1n respect of any premises or any land
on which premises were formerly erected in anv case where the Licensing Committee is
satisfled ** that from any cause whatsoever, whether due to war conditions or not, the
premises have heen destroyed or damaged or otherwise are not of the required standard
or do not contain the required accommodation and that the failure to re-erect or repair
the premises, maintain them at the required standard, restore them to that standard,
or provide the required accommodation is due to the present war or to conditions directly
or indirectly caused thereby.”

CHAPTER 13.-—SOME TRANSACTIONS IN HOTELS DURING THE WAR

323. To complete this account of the war vears we refer now to some of the many
transactions in hotels during this period, which indicate -

(1) The value placed upon an hotel with a good bar trade :

(2) The low value of land and buildings compared with a license :

(3) The lack of any fear that prohibition would be carried ; and

(4) The continued existence of competition between the large brewery compaunies
for hotels.

324. (1) In June, 1940, Balling Breweries acquired the Burwood Hotel in Canterbury
for £18,198, the Government valuation at the time heing £2.505. This hotel ix leased
to a tenant for £108 6s. 8d. per month, so that each yearly rental is 51 per cent. of the
Government valuation.

(2) In October, 1940, Ballins Breweries took a lease of the Dominion Hotel,
Wellington, for a term of ten years at a rental of £97) per annum. The Government
capital valuation, made in March, 1935, was £9,000, of which the unimproved value was
£4,000 and the value of improvements £5,000.

325. (1) In April, 1941, the Star Hotel at Kihikihi, bordering on the large no-license
district of the King-country, was leased for a term of three years at the lower rental of
£20 per week, or £1,040 per annum. The Government valuation, made in 1936, showed
the capital value at £1,240, of which the unimproved value was £100 and the value of
improvements £1,140. The lower yearly rental was thus 83-8 per cent. of the capital
value.
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(2) In July, 1941, Dominion Breweries purchased the Rising Sun Hotel, in
Karangahape Road, Auckland, for £45,000. This hotelis one of the few hotels bordering
on the no-license districts of Eden and Grey Lynn. According to the Government
valuation made in 1940, the capital value was £8,580, of which the unimproved value was
£4,620 and the value of improvements £3,960.

(3) In October, 1941, Dominion Breweries was in competition with the Campbell
and Ehrenfried Co. (which is linked through its shareholding and directorate with New
Zealand Breweries) for the Edinburgh Castle Hotel, in Symonds Street, Auckland, which
is another of the few hotels bordering on the large no-license districts of Eden and Grey
Lynn. The hotel was purchased by the Campbell and Ehrenfried Co. for £64,000. The
Government valuation, made in March, 1940, showed the capital value at £10,630, of
which the unimproved value was £8,470 and the value of the improvements £2;160.

(4) In 1941 the Albion Hotel, Courtenay Place, Wellington, was leased to New Zealand
Breweries at a lower rental of £292 10s. per month, the sum of £5,000 being also paid for
goodwill. (This hotel had been leased in 1938 for three years at a lower rental of £67 10s.
per week and a premium for goodwill of £3,000. In 1939 the residue of the term of this
lease was assigned to New Zealand Breweries for a consideration of £7,216 1ls. 6d.)
The Government valuation, made in May, 1940, showed the capital value of the property
to be £17,500, of which the unimproved value was £14,000 and the improvements £3,50Q.

(5) Transactions in the Victoria Hotel at Petone and the Bellevue Hotel in the Hutt
at this time also showed the very high value placed upon the bar trade. (R. 6615.)

(6) In June, 1941, Ballins Breweries acquired a lease of the Waitara Hotel, in
Taranaki, which expired in January, 1945, and is being carried on under a monthly
tenancy. This lease seems to be a renewal of one granted in 1937.

326. (1) In March, 1942, Ballins Breweries, Ltd., took a lease of the Tavistock
Hotel, Waipukurau, Hawke’s Bay, for a term of five years at a remntal of £1,430 per
annum for the first three years and £1,690 per annum for the last two years.

(2) In August, 1942, Ballins Breweries purchased the Albion Hotel at Lyttelton for
£8,600, the Government capital valuation at the time being £2,895.

(3) In October, 1942, Ballins Breweries obtained a lease for five years of Barrett’s
Hotel and shops, Wellington, at a rental of £3,788 5s. per annum.

(4) In November, 1942 (R. 972), the Duke of Edinburgh Hotel at Porangahau was
sold for £6,500. The land was worth £450 and the buildings £1,500. The hotel was
resold in October, 1943, for £7,700.

327. (1) In April, 1943, Ballins Breweries purchased the Junction Hotel at Rangiora
for £19,500, the Government capital valuation at that time being £4,675.

(2) During 1943 the Caledonian Hotel, near the Basin Reserve at Wellington, was
sold for £25,000 (R. 6617). The Government capital valuation was £6,580, of which the
unimproved value was £1,925 and the value of the improvements £4,655. Very high
rentals had been paid under leases of this hotel.

(3) In April, 1943, the Britomart Hotel, in Customs Street East, Auckland, was
leased by United Investments, Ltd. (the shares in which are held in trust for Hancock
and Co., Ltd.), to a tenant at a lower rental of £66 16s. 6d. per week, or £3,475 per annum.
(This hotel had previously been leased to the same tenant in November, 1939, for two
years and six months at a lower rental of £50 per week and a premium of £2,500, and
again in April, 1942, for one year at a lower rental of £50 per week and a premium of
£833 6s. 8d.) The Government capital valuation of the hotel made’in 1940 was £9,300,
of which the unimproved value was £7,500 and the value of the improvements £1,300.
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(4) In 1943, Ballins Breweries made advances on chattel securities in respect of the:
Club Hotel, Martinborough, Wellingfon Province, and guaranteed the bank overdraft.
They took a chattel security and also a second mortgage.

(6) During 1943 a lease of the Eltham Hotel was granted to Ballin Bros., Ltd., for
four years at the lower rental of £457 12s. per annum (R. 7710). The Government
valuation is £1,200, although the hotel was purchased for £7,800. Each yearly rental is
thus 38 per cent. of the Government capital valuation, and, in addition, the lessee pays,
as in most instances, rates and insurance and 1s obliged to paint and paper.

328. (1) In January, 1944, the Oriental Hotel in Dunedin was sold for £22,000, of
which £2,750 was paid for the land and buildings and £19,250 for goodwill. £2,750 was
a fair value for the land and buildings. This was not a company transaction.

(2) In February, 1944, the Exchange Hotel at Havelock North was sold for £10,600.
The maximum value of the land and buildings is stated to have bheen £3,000 (R. 973).

(3) In April, 1944, the Grosvenor Hotel in Christchurch was leased to Ballins
Breweries for two years and eleven months at £104 a month, with a premium of £1,125.
The Government capital value is £3,960. Each yearly rental, including a share of the
premium, is 40 per cent. of the Government valuation (R. 7710).

329. Int January, 1945, the Alpha Hotel at Kihikihi, which is on the boundary of the
large no-license district of the King-country, was sold for £14,000, of which £4,000 was
apportioned to land and buildings and £10,000 to goodwill. According to the Government
valuation made in 1939-40, the capital value was £1,700, of which the unimproved value
was £300 and the value of the improvements £1,400.

330. We refer now to instances of competition between New Zealand Breweries and
Dominion Breweries during the war years. We have referred to the purchase of the
Rising Sun Hotel by Dominion Breweries in 1941 and the purchase of the Edinburgh
Castle Hotel by the Campbell and Ehrenfried Co. four months later, each hotel bordering
on the large no-license districts of Eden and Grey Lynn. (Incidentally, it may be noted
that the excess of revenue over charges on the Edinburgh Castle Hotel was, in 1944,
£8,675.)

331. In the course of his evidence Mr. L. J. Stevens, the chairman of directors of
Dominion Breweries, was asked (R. 6745) whether his company might take a lease of an
hote! from an individual for a period, and whether, at the end of the term, the lease might
be taken up by some one else. He replied : “ Not if we can make reasonable terms for
renewal.” Further questioned (R.6746), Mr. Stevens said that variations in the
leaseholds were not at the present time of any concern whatever to his company. The
statement attached to the evidence of Mr. Stevens shows that the number of hotels
owned or leased by the company was 45 in 1940 and 40 in 1945, with some variation
between those figures in the intervening years.

332. The evidence shows competition between New Zealand Breweries and Dominion
Breweries during or about the war years in the following respects :—

(1) A lease of the Royal George Hotel at Newmarket, Auckland, became
available in 1939 on the death of the proprietor-licensee. Up to that time, New
Zealand breweries and the other hotel companies with which it is associated held
control of the other three hotels in Newmarket. It is stated in the evidence of Mr.
Tuck, the Assistant Commissioner of Stamp Duties at Auckland, that in order to
keep Dominion Breweries out of the locality New Zealand Breweries took a lease
of the Royal George at £80 per week and that this has been renewed for a further
term at the same rent. The rent of the other two Newmarket hotels controlled by
New Zealand Breweries or its associated companies is £30 10s. per week for the
Captain Cook and £48 per week for the Carlton Club.

(2) The evidence shows (see Schedule B of New Zealand Breweries’ replies
to our questionnaire, and p. 20 of Dominion Breweries’ replies to our questionnaire)
these facts: the Astor Hotel at Auckland, which had been leased and was later
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under the management of Dominion Breweries, was leased to New Zealand
Breweries in December, 1939, for seven years at a rental of £110 per week and a
premium of £7,000, the Government capital valuation at the time being £34,740.
In respect of this hotel, Mr. Stevens gave evidence (R.6694) that New Zealand
Breweries had outbid Dominion Breweries for the lease of this hotel.

{(3) The Delta Hotel at Ngaruawahia, which had previously been under the
management, of Dominion Breweries, was leased in July, 1933, to New Zealand
Breweries for five years at a weekly rental of £35, the Government capital valuation
being £3,380.

(4) The Masonic Hotel, Napier, which had previously been under the
management of Dominion Breweries, was leased to New Zealand Breweries in March,
1945, at a weekly rental of £65, with a right of renewal for six years, the Government
capital valuation being £49,000.

(5) The Morrinsville Hotel at Morrinsville, which had previously been under
the management of Dominion Breweries, was leased to New Zealand Breweries
in January, 1945, for three years at a weekly rental of £17, the Government capital
valuation being £4,000.

333. Some inferences which might be drawn from the transactions in the Auckland
Provincial District during the war were suggested by Mr. L. G. Tuck, the Assistant
Commissioner of Stamp Duties at Auckland.

In general, we agree with the inferences drawn by Mr. Tuck and we think they apply
throughout New Zealand. Seme inferences may be added. The inferences which we
draw are as follows :—

(1) On the whole of the transactions the prices paid for freeholds or leaseholds
have been high, but have been relatively stable. There have been some reductions
and some sharp Increases.

(2) The prices paid are generally much higher than can be obtained for land
and buildings required for businesses without a publican’s license. The license
is frequently worth much more than the land and buildings.

(3) Rents are usually fixed by reference to the bar turnover; the higher the
bar turnover, the higher the rent. This may be exemplified by contrasting the rental
for the Britomart Hotel in Customs Street, Auckland, with that of the City Club
in Shortland Street, Auckland. The rental of the Britomart is £3,475, the
Government capital valuation of the land and buildings being £9,300. The rental of
the City Club is £1,964, the Government capital value of the land and buildings
being £10,400.

(4) The values for the buildings, as shown by the Government valuations, are
frequently low, indicating that the buildings are old.

(5) Prices and rents have soared above the ordinary high level when there has
been competition between the brewery companies for hotels or when an hotel is
situated near the border of a no-license district.

(6) In general, the breweries and hotel companies own the hotels commanding
the highest rentals and, therefore, those which are most desirable from the point
of view of the trade. The private individual has little chance of obtaining an hotel
in competition with a brewery or hotel company.

(7) Among the hotels which give the best and most modern accommodation
are those owned and managed by a brewery or hotel company. Under existing
conditions it would be impracticable for most individuals to build or acquire a
modern hotel.
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PART V. -GENERAL REVIEW OF PRESENT POSITION OF THE TRADE
(EXCLUDING THE WINE INDUSTRY)

CHAPTER 14.—BREWERY PRODUCTION AND THE CONTROL OF HOTELS
BY BREWERS AND WHOLESALE MERCHANTS

334. We proceed now to a general review of the present position of the licensed
trade in New Zealand, excluding the wine industry, which we shall deal with separately.
b tal ? o

SECTION 1.—BREWERY PRODUCTION, AND (FENERAL

335. As at the 3lst March, 1946, there were in operation 42 brewery licenses,
140 wholesale licenses, 948 publicans’ licenses, and 150 accommodation licenses. Two
of the brewery licenses are m the Invercargill Licensing District, but no other licenses
are required in that district. The Invercargill Licensing Trust acts under its own
statutory authority. At present it sells liquor in two Trust hotels, with accommodation ;
in three saloons, without accommodation ; and in one restaurant, without accommodation.

336. The following table shows, in detail, the number and the situation of the
brewery, wholesale, publicans’, and accommodation licenses, according to licensing
distriets :—

T otal of
Accom- | Total of

Licensing District. Brewery. Wholesale.  Publicans’.

modation. ‘ Lﬁ((;::;id
R - e e [
NorTi IsnaNo | i !

Bay of Islands } 10 0 20
Marsden i 1 . + | 7 11
Kaipara .. .. .. .. .. i .. 9 I 3 12
Auckland .. .. .. .. 2 i 16 ' 61 . : 61
Remuera .. .. .. .. .. .. 1 .. 1
Otahuhu .. .. .. .. 2 .. 4 .. 4
Waitemata .. .. .. .. .. : .. 9 .. : 0
Onchunga .. .. .. .. .. ; .. ‘ 6 .. ‘ (3
Franklin .. .. .. .. .. | .. : 6 .. : 6
Thames .. .. .. .. 1 i .. 35 3 : B
Hauraki . .. .. .. .. | 4 | 2 8
Hamilton .. .. .. .. 1 i .. b .. 3
Raglan .. .- .. .. .. ‘ .. 6 2 5
Tauranga .. .. .. .. .. i 1 3 : 3 <
Waikato .. .. .. . .. | .. : 7 | 1 ' N
Bay of Plenty .. .. .. .. 1 .. ‘ 18 ; 6 ! 24
Rotorua .. .. .. L i 1 10 i 4 14
Waitomo .. .. .. .. .. | .. ! 2 | .. ; 2
Gisborne .. .. .. .. 1 | 5 : 13 3 ; 16
Napier .. .. .. .. .. 9 20 i 24
Hawke’s Bay .. .. .. 1 i 6 10 3 i 15
Waipawa .. . .. ‘ 2 | 13 ‘ ; 13
New Plymouth .. .. .. i | 2 11 i ; 11
Stratford .. .. .. .. .. i 1 12 12
Egmont . ! 1 14 : 3 t 7
Waimarino .. .. .. .. 1 i .. 2 | .. ) 2
Patea .. .. .- .. 1 3 ‘ 4 3 7
Wanganui .. e ‘e .. 1 { 7 14 i .. : 14
Rangitikei .. .. .. .. .. | .. : 19 | 1 1 24
Manawatu .. : 1 12 RS : 12
Palmerston North 2 + : 15 : .. i 15
Pahiatua .. 2 2 : 24 i 24
Masterton (no license) 1 . i ..
Otaki . .. .. .. . i 1 5 | .. 15
Wairarapa .. .. .. .. .. i 1 20 1 21
Hutt . .. .. .. 1 ] 1 7 . .. 7
Wellington .. .. .. .. 3 20 : 46 : .. : 44
Wellington Suburbs .. .. .. .. ‘ .. 2 ; .. 2

North Istand totals . .. 21 ' 85 485 57 42
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Licensing District. Brewery. Wholesale. | Publicans’. uft\)(d(ﬁlll(lm ] ]Eivt;lnlsg(tl‘
! © ' Hotels.
!
NovTh Ispaxp

Marlborough 1 3 23 3 28
Nelson . 4 26 1 27
Motueka 1 3 23 12 35
Buller 1 2 ' 45 11 i 59
Westland . 3 6 59 14 ! 73
Hurunui .. .. .. .. .. .. i 21 3 | 24
Kaiapoi .. .. .. .. .. .. ; 12 1 : 13
‘Christehurch .. .. .. 3 10 | 48 .. i 18
Riccarton .. .. .. . .. .. | 10 .. ; 10
Avon . .. .. .. .. .. .. 1 .. : 1
Lyttelton . .. .. .. .. 1 i 19 2 ' 21
Mld(antml»ux\ .. .. .. .. .. I 10 ! .. ! 10
Temuka .. .. .. .. .. .. 7 i 1 i 3
Timaru .. .. .. .. 1 6 15 .. 15
Waitaki .. .. .. .. i 14 8 | 22
Dunedin . .. .. .. + 15 : 43 . 43
Dunedin Boubh .. .. .. 1 .. \ 10 A 10
‘Central Otago .. .. .. .. .. i 34 22 56
Mataura (no license) .. .. e 1 .. i .. .. ..
Wallace .. .. .. .. .. ; 22 10 32
Invercargill (see also belo\\) .. . 2 ‘ .. { .. .. ..
Awarua 1 I 4 i 16 3 | 19
Chatham I\ldnd\ ( &ptcml hcenxmg distric t) .. | .. 2 2

South Island totals .. . 21 | 55 163 93 356

‘ ;
New Zealand totals .. . { 42 ‘ 140 R 150 ' 1.098

In addition, the Invercargill Licensing Trust (no Licensing Comunittee) operates
6 premises for the retail sale of intoxicating liquor (2 hotels with accommodation,
3 saloons without accommodation, and 1 restaurant) and, under its statute, is also able
to purchase liquor anywhere either wholesale or retail. If the Trust is treated as being
the holder of 1 wholesale license and 6 publicans’ licenses, the totals for the South Island
and f'o] \va /(‘d]dlld are -—

|
i - I’oml Uf
- ionnse. | Aecom- |
- - Brewery., sale, ans’. | s ! Licensed
| } modation. | Hotels.
S K ;
South Island (including Invercargiil) | : \ 93 o562
New Zealand (including Invercargill) .. | 2 L o 1104

337. The following matters should be noted with respect to the foregoing list of
licensed hotels :—

1. Auckland.—Hotel Cargen; license suspended 15th July, 1940, under the
provisions of the Licensing Act Emergency Regulations 1940 (N.Z. Gazette, 1940,
p. 1755). )

2. Thames.—Kauaeranga Hotel (accommodation license) ; closed Hth September,
1944, under the provisions of the Sale of Liquor Restriction Act, 1917. Building
was destroyed by fire.

3. Hamilton.—Waikato Hotel has been partly demolished and 1s awaiting
rebuilding. "

4. Rotorua. - Wairakei Hotel was taken by the Mental Hospitals Department;
the Iicense (accommodation license) being suspended, but has now been returned
to the company. Tokaanu Hotel (accommodation license) operated by the Tourist
and ]’ublici’ty Depart‘ment. ’ .

. Paliatue—Herbertville Hotel (publican’s License) was destroved by fire and
has not yet been rebuilt.

6. Westland.—All Nations Hotel (publican’s license) at Rimu was closed
1942 under the provisions of the Sale of Liquor Restriction Act, 1917.
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The Empire Hotel (publican’s license) at Kumara was closed under the same
Act, 1943-44, but reopened in 1945.
7. Waitaki—The Hermitage Hotel, Mount Cook (accommodation license) is.
operated by the Tourist and Publicity Department.
8. Wallace.—The Te Anau Hotel (accommodation license) is operated by the,
Tourist and Publicity Department. »
338. The following table, compiled from the Record (R. 1226), shows the various
holders of brewery licenses, their breweries, locality, and output in 1944, arranged
according to volume of output :—

| | Total
Licensee. Brewery. Address. ( 1944, i Output of
! Licensee.
Gallons.
New Zealand Breweries, Ltd... | Captain Cook .. | Auckland .. 2,570,850 |
" .. { Lion .. .. . .| 3,114,292 ||
» Gisborne .. | Gisborne .. 458,347 | |
- Thorndon .. | Wellington .. 1,739,048 ]
v Crown. .. | Christchurch .. 326,922 [ .
Ward’s .. . ol 910,430 R
v Timaru .. | Timaru .. 600,612 rl4, 98‘2’72‘8
i Union . . .| Dunedin - 346.318 | | :
(McGavin’s) | \
" City (Speights) .. " S 4,026,254 | |
. Victoria - . .. 389,655 | |
(Strachans) |
Dominion Breweries, Ltd. .. | Waitemata .. | Otahuhu o 4,657,403 |7 657,403
Ballins Breweries (N.Z.), Ltd. | Ballins .. | Christehurch .. | 1,453,605 53 605
Tui Brewery, Ltd. .. oo Tat .. .. | Mangatainoka ‘{ 517,744 | .)]7 744
Westland Breweries, Ltd. .. | Pheenix .. | Reefton I 313,329 O\ == 463 SOf
U .. | Westland .. | Hokitika | 150,472 | f 707
Macarthy’s Brewery, Ltd. .. | City and Phoenix | Wellington _ 423,776 423,776
Cascade Brewery, Ltd. .. | Cascade .. | Taihape o 419,502 419,502
C. L. Innes and Co., Ltd. .. | Waikato - Hamilton . 384,623 384,623
(J. R. Dodson and Son, Ltd. | Nelson -+ | Nelson ; 87,864 | " 237,694
| J. A. Harley and Sons .. | Raglan A ’ 149,830 | S
4 (amalgamated as Nelson ;
| Breweries, Ltd.; incor- f
| porated 23/2/45) ]
Dunedin Brewery and Wilson | Dunedin .. | Dunedin .. 228,827 228,827
Malt Extract Co., Ltd.
Kauri Brewery, Ltd Kauri .. .. | Woodville 188,729 188,729
Taranaki Brewery and Cord1als, Taranaki .. | New Plymouth 184,332 184,332
Ltd.
Standard Brewery Co., Ltd. Standard .. | Palmerston North 180,462 180,462
Simons Pty., Ltd. .. Paeroa. . .. | Paeroa.. .. 153,476 153,476
Marlborough Brewery Co., L‘rd Marlborough .. | Blenheim .. 124,810 124,810
Morley and Co. .. Union .. .. | Westport .. 108,622 108,622
R. ¥ord and Co., Ltd. .. | Ford’s .. | Hokitika .. 103,207 103,207
W. Burridge and Son .. | Bagle .. .- | Masterton . 100,631 100,631
Burton Brewery Co., Ltd. .. | Burton .. | Palmerston North 88,734 88,734
Wanganui Brewery (.;0 Ltd. Wanganui .. | Wanganui .. 79,672 79,672
Whittingham and Co., Ltd. .. | Waikiwi .. | Invercargill .. 52,700 52,700
1. p. O'Halloran and Co. .. | O’'Halloran’s .. Wellington .. 44,888 44,888
Hawera Brewery Co., Ltd. .. | Hawera .. | Hawera .. 44,052 44,052
I. E. Grant (now Heeney and | Gore .. .. | Gore .. .. 26,608 26,608
O’Neill)
Southland Breweries, Ltd. .. | Southland .. | Invercargill .. .
- | Routhe . roTg - } 24,912 24,912
D. H. Newbwm . .. | Leepard .. | Hastings .. 16,164 16,164
Wellington Brew E‘I‘leb, Ltd. .. | Wellington .. | Wellington .. 13,237 13,237
A. A, Stewart .. | Stewarts .. | Greymouth .. 676 676
M. Simich and Co., Ltd. .. | Lager .. .. | Auckland .. ..
Duncan and Co. .. .. | Otago .. .. | Dunedin
| 25,305,615 | 25,305,615
! {
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339. Since war commenced in 1939 the brewery of Simich and Co., of Auckland,
and the brewery of Duncan and Co., of Dunedin, have not been brewing. In 1930
Southland Breweries, Ltd., acquired the Southland Brewery from Roope and Co. and
stopped production. In 1943, after restoration was carried in Invercargill, this brewery
resumed production, but the Awarua Brewery, which is also owned by Southland
Breweries, Ltd., is not yet operating.

340. Of the total gallonage of 25,305,615 gallons of beer produced during 1944, the
breweries of New Zealand Breweries, Ltd., produced 14,982,728 gallons, while all the
other breweries combined produced during that year only 10,322,887 gallons. We
were informed by the secretary of New Zealand Breweries, that one-third of the company’s
business to-day consists of bottled-beer trade, and that, from present indications, in a
few years’ time, this may equal a half of the company’s total business (R. 6881/2). Of
the other breweries, the largest is Dominion Breweries, of Otahuhu, which produced in
1944, 4,657,403 gallons. The next is Ballin’s Breweries, of Christchurch, which produced
1,453,605 gallons.

341. There are only six other companies which produced more than 200,000 gallons
during 1944, viz. :—

(1) The.Tui Brewery, Ltd., of Mangatainoka, 517,744 gallons ;

(2) Westland Breweries, Ltd., with two breweries, one at Hokitika and one at
Reefton, 463,801 gallons ; ’

(3) McCarthy’s Brewery, Ltd., of Wellington, 423,776 gallons ;

(4) Cascade Brewery, of Taihape, 419,502 gallons ;

(J) Innes’s Waikato Brewery of Hamllton 384 ()25 gallons ; and

(6) The Dunedin Brewery and Wilson Malt Extract Co Ltd 228,827 gallons.

342. The following is a table showing how the beer produced has been disposed
of as between hotels and private individuals (Exhibit A, 103, set out in Record 6155
and 61554) :—

Quantity of Liquor sold
by Brewery, Year ended
31st March, 1945. Total
Brewery Company and Location. Quantity
To sold.
To Hotels. Individuals
and Agencies.

Gallons. Gallons. Gallons.
Whangarei Police District .. .. ..

Awuckland Police District—

New Zealand Breweries Ltd. (Auckland Branch) .. .. | 5,477,790 206,676 | 5,684,466

Dominion Breweries 1.td., Auckland .. . .. | 4,258,593 377,257 | 4,635,850
Hamilton Police District—

C. L. Innes and Co., Ltd., Hamilton .. .. .. 39,846 349,752 389,598

The Simons Proprietary, Ltd., Pacroa .. .. .. 7,204 61,788 68,992
Gisborne Police District—

New Zealand Breweries, Ltd., Gisborne .. .. .. 356,994 104,022 461,016
Napier Police District—

D. H. Newbigin, Hastings .. .. .. .. 18,302 8,018 26,320
New Plymouth Police District—

The Taranaki Brewery and Cordials Ltd., New Plymouth .. 189,000 21,000 210,000

The Hawera Brewery Co., Ltd., Hawera .. 24,921 13,116 38,037

Wanganui Police District—
The Wanganui Brewery Co., Ltd., Wanganui .. .. 46,857 37,448 84,305
The Cascade Brewery Co., Ltd., Taihape .. .. 259,583 205,942 465,525




Quantity of Liquor sold
by Brewery, Year ended
31st March, 1945. , Total
Brewery Company and Location. - ' Quantity
: T ! sold.
o
To Hotels. Individuals i
and Agencies.

1
1

Palmerston North Police District— Gallons. Gallons. Gallons.
Burton Brewery Co., Ltd.. Palmerston North .. .. 83,214 6,356 89,570
Standard Brewery Co., Ltd., Palmerston North .. .. 154,267 25,960 180,227
Tui Brewery Co., Ltd., Mangatainoka .. .. .. 23,600 495,970 519,570
Kauri Brewery Co., Ltd., Woodville .. .. .. 15,143 184,476 199,619

Wellington
W. Burridge and Son, Wellington .. .. . 55,032 51,003 106,035
O’Halloran’s Brewery, Wellington .. .. .. 20,895 20,177 41,072
Thorndon Brewery (New Zealand Breweries, Ltd.),| 1,458,683 354,475 | 1,813,158

Wellington
Macarthy’s Brewery, Wellington .. .. .. 468,598 7.926 476,524
Wellington Breweries, Ltd., Petone .. .. .. 6,862 $.078 10,940

Nelson Police District—
Nelson Breweries, Ltd., Nelson (Nelson and Raglan~ 173,524 171.%34 | 345,358
Breweries amalgamated Ist February, 1945)

Marlborough Brewery Co., Ltd., Blenheim .. .. 83,426 33.683 1 117,109
Greymouth Police District— i
Westland Breweries, Ltd., Greymouth .. .. .. 458,817 S0,062 0 508,379
Stewart’s Brewery, Greymouth .. .. .. Nil 52 752
Morley and Co., Westport . .. .. .. 111,674 114,696
Robt. Ford and Co., Ltd., H()klmkd .. .. .. 111,988 114,665
Christchurch Police District-—
Ballins Breweries (N.Z.), Litd., Christchurch .1 1,354,406 108,400 | 1,462,806
New Zealand Breweries, Ltd. (C hr!stchuuh Branch), | 1,774,008 149,364 | 1,923,372
Christchurch
Timarw Police. District
New Zealand Breweries, Ltd. (Timaru Branch), Timaru .. 324,920 296,542 621,462
Dunedin Police District—
New Zealand Breweries, Ltd. (Speight Branch), Dunedin | 4,245,533 32,077 | 4,277,610
New Zealand Breweries, Ltd. (McGavin-Strachan Branch), 741,096 27,791 763,887
Dunedin
Dunedin Brewery (lo., Dunedin .. .. .. 200, 500 11,500 212,000
(‘aversham Brewery, Dunedin .. .. .. .. Has not functioned during past
five vears
Invercargill Police District—
Southland Breweries, Ltd., Invercargill . 2,616 36,887 39,503
Waikiwi Brewery (W hlttlngham and (/0 . Ltd. ), Wdlkml 108 42,984 43,002
Gore Brewery, Gore .. Nil 23,900 23,900

343. It will be noted that the large breweries supplied nearly all their products
to hotels. The small breweries carry on what is in effect a large retail trade direct with
the public. The Gore Brewery, for example, at Gore sold nothing to hotels, but supplied
23,900 gallons to private individuals. Mr. L. J. Stevens, the chairman of directors of
Dominion Breweries, expressed this view of the small breweries :—

My experience of the small breweries is that they cater for a particular type of trade, and they
could not, as small breweries, compete under any circ cumstances with the bulk trade required by the
main hotels. The profits in beer are very, very small and are secured only by substantial turnovers.
Small breweries sell in small quantities to the outside public at higher prices, at a semi-wholesale price,
and thereby get a higher mark-up on their goods.

Again (R 6747), Mr. Stevens described the small brewery as doing “a pot and jug
business.” He said that his company, as a major company, had no desire to cripple
the small concerns.
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Section 2.—CoxTroL or HorrLs BY BrREWERS AND WHoLEsALE MERCHANTS

344. We have prepared a table showing in detail the control by the breweries and
the wholesale wine and spirit merchants over hotels which i3 set out in Appendix A.
The compilation of this return has heen made possible by the answers to a questionnaire
which we circulated to all breweries and wholesale merchants in New Zealand. Tt
appears from this return that, out of a total of 1,098 hotels and accommodation houses
in New Zealand. a total of 631 are under the control of the breweries and the wholesale
trade.  In general, most of the hotels in the cities and in the towns are under this control.
In Auckland City, particularly, nearly all the hotels are under the control of one or other
of the brewery or hotel companies.

315, We refer in more detail to the control over hotels exercised by the principal
brewery and hotel companies according to the figures obtained by us in 1945,

346.. New Zealand Breweries, Ltd., owns 59 (6 jointly) has a lease of 51 (9 jointly),
and 1s financially interested in 92 hotels, a total of 202.  These hotels are located in the
various provinces as follows :—

Province. Own. } Lease. ]111113(:1;&{(1(11‘ Total.
Auckland .. .. .. 15 35 9 59
Hawke’s Bay .. .. .. 4 | 2 5 1
Taranaki .. .. .. .. .. 2 2
Wellington .. .. .. 24 ! [ 11 41
Nelson .. .. ! | 3 3
Martborough .. .. .. ! 1 1
Wostland .. .. .. i i .. I .. 1
(‘anterbury .. .. o 13 i 8 | 50 71
Otago . .. o 2 ! 10 12
Southland | 1 1
|

347. Dominion Breweries, Ltd., owns 17 (L jointly), leases 27, and is financially
interested 11 6 hotels.  These hotels are distributed among the provinees as follows :—

| ¢

Provinee, ; Own. E Lease, i

! |
Auckland } 13 21 | 1 35
Hawke’s Bay I 2 I 5 i ‘ 7
Taranaki .. .. .. 1 ] .. 1 2
Wellington .- . .. . 1 | 1 . 2

343. Ballins Breweries (N.7.), Litd., owned 11 hotels, leased 15 hotels, and was
finuneially interested in 35 hotels.  These hotels are distributed among the provinces as
follows :
follows 1—

; ! 2 . |
Provinee, \‘ Own, . Tease. ]; xllltlg;i(\ltatl(liv & Total,

| : |
Anckland .. 1 1
Hawlke’s Bay ; i .. 1
Taranaki i 1 2 3
Wellington | 3 2 5
Nelson i 2 2
Marlborough .. .. .. .. : 1 1 3
Westland . .. .. .. | .. 1 1
Canterbury .. .. .. 11 | 7 23 41
Otago 1 1 2
Southland 1 2 3
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349. Ballin Bros., Ltd., owns 13 hotels and is financlally interested in 7 hotels.
These hotels are distributed among the provinces as follows :—

! — -
vinc ! o | Financially i .
Province. 1 Own. | Lease. | interested. Total.
- - - - 7\ i T T 7 T ! T }‘
Auckland .. .. .. ! 3 i ! . ‘ 3
Hawke’s Bay .. .. .. 1 | . : 1
Taranaki .. .. o 1 | .. . 1
Wellington .. .. .. | 2 2
Marlborough .. . .- 3 | . 3
Canterbury 5 | 5 10

350. The Tui Brewery, Ltd., owns a part share in one hotel in the Wellington
Province.

351. Westland Breweries, Ltd., in Westland owns 6 hotels, leases 4, and is financially
interested in 23, and, in the Nelson Provmue, owns 2, leases 1, and 1s fins Lucmll} interested
in 3, a total of 39.

352. Macarthy’s Brewery, Ltd., does not own or lease any hotels, but is financially
interested in 2 in the Wellington Province.

353. C. L. Innes and Co., Litd., neither owns, leases, nor is financially interested in
any hotels.

354. The Dunedin Brewery and Wilson Malt Extract Co., Ltd., owned 6 hotels as -
at 31st March, 1945 (3 in Otago and 3 in Southland), but has sold the frechold of 3 of
these hotels since that date (2 i Otago and 1 in Southland).

355. The number and locality of the hotels of the Hotel Companies are as follows :—

356. Hancock and Co., Ltd., owns 43 (12 jointly), leases 30 (9 jointly), and is
financially interested in 10 hotels (7 jointly), all situated in the Auckland Province.

357. The Camphell and Ehrenfried Co., Ltd., owns 32 (3 jointly), leases 4, and is
financially interested in 2 (both jointly) hotels, all situated in the Auckland Province.

358. L. D. Nathan and Co., Ltd., owns 15 (b jointly), and is financially interested
in 2 hotels, all situated in the Auckland Province.

359. Northern Propcr’mes, Ltd., owns 7 (1 jointly), and is financially interested in
3 hotels, all situated in the Lkuckland Province.

CHAPTER 15—THE INTERLOCKING OF BREWERY AND WHOLESALE
COMPANIES

360. New Zealand Breweries is linked through its directorate with the principal
hotel-owning companies in the Auckland district, e.g.—

(1) Mr. H. C. McCoy is a director of the following companies: New Zealand
Breweries, Ltd., the Campbell and Ehrenfried Co., Ltd., Ohinemuri Hotels, Ltd.,
and Pilling Pty., Ltd.

(2) The Hon. Eliot R. Davis is a director of New Zealand Breweries, Ltd.,
Hancock and Co., Ltd., United Investments, Ltd., Davis Consolidated, Ltd.,
Ohinemuri Hotels, Litd., and Hotel Auckland, Ltd.

(3) Mr. A. E. Bollard is a director of Ohinemuri Hotels, Ltd., Campbell and
Ehrenfreid Co., Litd., and Pilling Pty., Ltd.

(4) Sir Ernest Davis is a director of Hancock and Co., Ltd., Hotel Auckland,
Ltd., United Investments, Ltd., and Davis Consolidated Ltd.

(5) Mr. Oliver Nicholson is a director of Hancock and Co., Litd., Hotel Auckland,
Ltd., United Investments, Ltd., and Davis Consolidated, Ltd.

(6) Mr. W. W. Warnock is a director of L. D. Nathan and Co., Ltd., and
COhinemuri Hotels, Ltd.
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361. Many of these companies have been and still are interested in each other
through the shareholdings. The latest returns show the following position :—

(1) New Zealand Breweries, Ltd., holds 190,000 preference shares in Hancock
and Co., Ltd., 10,500 shares in Ohinemuri Hotels, Ltd., and 1,000 shares in Pilling
Pty., Ltd. v

(2) Davis Consolidated, Litd., has 18,050 shares in New Zealand Breweries,
Ltd., and 9,500 shares in Hancock and Co., Ltd.

(3) The Campbell and Ehrenfried Co., Ltd., hold 42,907 shares in New Zcaland
Breweries, Ltd., 2,793 shares in Ohinemuri Hotels, Ltd., and 1,000 shares in Pilling
Pty., Ltd.

(4) Hancock and Co. hold 11,500 shares in Ohinemuri Hotels, Ltd., and
59,843 shares in Hotel Auckland, Lid. )

(5) The Northern Properties, Ltd., hold 1,668 shares in New Zealand
Breweries, Ltd.

(6) L. D. Nathan and Co., Ltd. hold 12,550 shares in Chinemuri Hotels, Litd.

(7) D. L. Nathan, of L. D. Nathan and Co., Litd., is a holder of 4,925 shares in
Dominion Breweries, Ltd., but this, although a financial interest, does not indicate
any financial control.

362. It may be that through New Zealand Breweries and by means of the extensive
business of New Zealand Breweries outside the Auckland Provineial District the directors
of the important hotel companies in Auckland have the opportunity of influencing the
conduct of the trade throughout New Zealand.

363. Dominion Breweries, Ltd., does not appear to be connected with any other
companies which are interested in the sale of alcoholic liquors.

364. Ballins Breweries (N.Z.), Litd., is connected with other companies interested in
the sale of alcoholic liquor to the following extent: DBalling Breweries (N.Z.), Ltd.,
have 4,800 shares in Canterbury Freeholds, Titd. (R. 5511), which owns the Methven
Hotel at Methven (R.5502). Ballin Bros., Ltd., hold 50,320 shares in Balling
Breweries (N.Z.), Ltd. (R. 5510). Ballin Bros., Ltd., and members of the Ballin fawmily
are shareholders in the New City Hotel Co., Ltd. Messrs. H. I. Ballin and P. Quarrermain,
a shareholder in Ballins Brewery (N.Z.), Ltd., are shareholders in and directors of the
Empire Hotel, Ltd., Dunedin (Exhibit A. 144). Both are directors of Ballins Brewerles
(N.Z.), Ltd., and the former is a director of Ballin Bros., Ltd. The Late O. L. Ballin
held 1,500 £1 shares out of a total of £3,000 share capital in the Capitol Trust Co., Ltd.
{R. 5512), which owns the Excelsior Hotel, Christchurch.

365. The six companies which produced more than 200,000 gallons in 1944 are
connected with other companies interested in the sale of alcoholic liguor as follows :—

The Tui Brewery, Ltd., has 2,758 fully paid £1 shares in New Zealand Breweries,
Ltd., and 2,760 shares paid to 10s. in the Tui Bottling Co., Ltd. DMessrs. T. and W.
Young, Ltd., Hardwicke and Robertson, Ltd., and Levin and Co., Ltd., all of
Wellington, Wine and Spirit Merchants, have a financial interest in the control of
the Tui Bottling Co., Ltd.

Westland Breweries, Litd., owns three hotels jointly and leases three hotels
jointly with Griffen and Smith, Ltd., of Greymouth, Wine and Spirit Merchants.
Mr. Allan Smith, of Greymouth, Merchant, is a director of both these companies.
Robt. Ford and Co., Ltd., of Hokitika, Brewer, holds 70 £1 shares in Westland
Breweries, Ltd.

Nelson Breweries, 1td., is an amalgamation of the brewery businesses of Harley
and Sons and J. R. Dodson and Son, Ltd., both of Nelson.

Two of the three directors of Macarthy’s Brewery, Ltd. (D. W. Madden and
W. Perry), are directors of New Zealand Breweries, Litd., which company alse holds
42,000 of the 66,000 shares of Macarthy’s Brewery, Ltd.

The Cascade Brewery, Ltd., C. L. Innes and Co., Ltd., and the Dunedin Brewery
and Wilson Malt Extract Co., Ltd., do not appear to be connected with any other
companies which are interested in the sale of alcoholic liquor, except that the last-
named firm operates its wholesale license through a subsidiary company under the
name of F. Meenan and Co., Moray Place, Dunedin.
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CHAPTER 16.—-THE FINANCIAL POSITION OF THE LEADING COMPANIES
IN THE TRADE

366. We refer now to the financial position of the leading companies in the trade.
The financial strength of each is relevant to a consideration of the extent to which it has
discharged its duties to the public under its license or licenses.

367. We have had frequent expressions of opinion in the evidence that the brewers
and hotel companies make excessive profits from their businesses. Mr. Bernard Thomas
O’Connell, the assistant general manager of New Zealand Breweries, who is a chartered
accountant of England and Wales, went to considerable trouble to show that at the
present time his company did not make excessive profits. Mr. O’Connell said (R. 6361)
that if the excise duty and sales tax were removed the price of a 12 oz. handle of beer
would be reduced from 7d. to 34d. For his purpose he took the year 1943, though we
have, in general, not sought details of trading during the war years because we have
recognized that they were abnormal.

363, Mr. O’Connell showed the total mcome for 1943 of New Zealand Breweries
(from breweries, hotels, rents, dividends, interest, &e.) as £4,799,593. Of this amount,
he showed that £2,073,369 was paid to the Government for beer duty, sales tax, Customs
duties, land and income tax, and social security charges, &e. ; that £1,034,304 was paid
for materials 1 that £414,280 was paid or set aside for manufacturing and other expenses
that £89,483 was pald or set aside for repairs, maintenance, and depreciation : that
£418,474 was paid to employees, ineluding £15,095 to employees on active service and
£4.719 as a subsidy to the employees’ provident fund : and that £10,000 was set aside
for reserves. This left £102,067, of which £98,120 was paid in an interim and final
dividend, totalling 6 per cent., and the balance of £3,947 was brought forward in the
profit and loss account.

369. Of the £102,067, only £70,067 was attributable to the sale of beer. This
represented a net profit of just over 11d. per gallon on the 13,303,336 gallons of bulk and
bottled beer which the company suld dunng 1943. The balance of £32,000-0dd repre-
sented the net profits from hotels and other non-manufacturing sources.

370. Mr. O’Connell also explained (R. 7312) that the net profits, after taxation, of
the Hotel Waterloo decreased during the war. He sald that in 1939 the net profit, after
taxation of £7,591, represented a return of only 4-9 per cent. on the investment, and that
the profit of £3,657 in 194D represented a return of only 2-36 per cent. on the mvestment.
He also pointed out that the net profit, after taxation of £6,546, for 1943 represented
what was left of a profit of £21,820 after paying a tax of 14s. in the pound.

371. Mr. O’Connell also stated the trading position in 1943 by reference to the
distribution of every £1 the company received durmﬂ the year as follows (R. 6867) :—

s, L
The Government received .. .. .. o 11 4435
Materials were purchased. . .. .. .. .4 0395
Expenses were paid .. .. .. .. 2 1-15
Employees received .. .. .. .. 1 895
Shareholders received .. .0 4-90
There was placed to a reserve for (’dpltdl (1(*prc(‘l<ltl()11 .0 0-50
The company retained as an increased carry forward .. 0 020

20 0-00

372. Mr. O’Connell also informed us that the company’s average rate of dividend for
the five years ended 31st March, 1943, was 7-3 per cent. per annum and that the average
amount set aside for reserves during that period was £7,000 (R. 6867). We think,
however, that this last statement as to reserves may require to be qualified by reference
to the amount set aside for repairs, maintenance, and depreciation. Large secret reserves
can be built up through depreciation. For example, in the 1945 balance-sheet the sum
of £56,615 1s shown as being depreciation in excess of that allowed for taxation purposes
(R. 7700).
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373. Mr. O’Connell also explained that the company’s average price for draught heer
per gallon for the six years 1938 to 1943 inclusive was as follows (R. 6369) -

Net Beer Duty Total

e Selling and Selling

Price. Sales Tax. Price.

s. d 8. d. s. .
19338 1 6 1 46 2 10-6
1939 (average) 1 6 1 7-8 3 1-8
1940 (average) 1 6 2 3-2 3 92
1941 . 1 6 2 4.2 3 10-2
1942 (average) .. 1 53 3 45 4 98
1943 .. .. 1 5 3 10-6 5 36

The decrease in the net selling price in 1942 and 1943 represents the reduction made
by brewers when the gravity of beer was reduced in May, 1942.

374. Mr. O’Connell explained that this stabilization in net selling price had been
possible in spite of the increased cost of materials, including cooperage material, and of
other expenses such as wages and freights, because, in the main, the increasing public
demand had checked the effect of rising costs on final trading profits. The attitude of
the company was that, with costs and overhead at their present level, any recession in
public demand, unless countered by a decrease in taxation, must result m increased
prices if the company was to maintain its normal trading profits (R. 6876).

375. While we accept this evidence concerning the trading of New Zealand Breweries
during the war years, we must note that the company’s profits during the pre-war vears
placed it in an extremely strong finanecial position. From 1924 to 1928 inclusive it paid
to its shareholders dividends of 10 per cent. : in 1929 and 1930, dividends of 15 per cent.
Mr. O’Connell informed us that the dividend then dropped to 124 per cent., to 10 per
cent., and then varied round 8% per cent. (R. 6897). During the period 1924 to 1930
some other companies—e.g., some banks, insurance companies, and stock and station
agents—paid even higher dividends than did New Zealand Breweries (R. 6899 ,/6900).

376. But New Zealand Breweries also had available substantial profits which it lid
not distribute in dividends. It used them. very properly, to strengthen the company’s
position (R. 7698). For example, New Zealand Breweries commenced with a capital of
£500,000, represented by the goodwill of the breweries purchased by it.  This item has
been entirely written out of the balance-sheet. £400,000 came from the capital profit
obtained on the exchange of £2 worth of debentures for one £1 share.  The other £100,000
ame from profits.  The company also 1ssued 250,000 bonus shares of £1 each fully paid
out of profits. The company also has 1 its reserve fund an item of £115,000 and in its
appropriation account £98,000, both being undivided profits (R. 6898). We are not, of
course, suggesting that these reserve funds should not have been set aside.

3717. New Zealand Breweries has also large ** secret ” reserves in the form of assets
written down below their true value. There 1s nothing wrong in this. (The company
pays taxation to the Government only after such depreciation has been deducted as the
Commuissioner of Taxes allows.) Counsel for the Commission has given his reasons for
estimating the secret reserves in land and buildings as, at least, £500,000 (R. 76494),
and in other assets, such as shares, at £100,000 (R. 7699 7700). Furthermore, the
profits of New Zealand Breweries before taxation were very high. The net mcome
shown for the year 1945 is £125,972. If the depreciation of £56,615 in excess of that
allowed for taxation purposes is added, the total net profit after payment of income-tax,
was £182,587 (R. 7700). To have that profit left after payment of tax at the rate of 14s.
in the pound the company must have earned a net income of not less than £608,000
before taxation, or 37 per cent. of its capital (R. 7701).

378. We make some observations also upon the other leading companies.
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379. Hancock and Co., Ltd., of Auckland was formed in 1923 to take over the hotels
and the wine and spirit business of Hancock and Co. (N.Z.), Ltd., after that English
company had sold its brewery business in New Zealand to New Zealand Breweries.
Hancock and Co., Ltd., had a capital of £250,000. TIn 1937, bonus shares of £150,000
were issued to members fully paid out of profits (R. 7708), and in the same year the
company issued 250,000 preference shares which were called up to 10s. per share. In
1937 the company earned, before taxation, £75,000. The company also earned the
following profits before taxation in succeeding years: in 1938 a profit of £77,000, in
1939 a profit of £79,096, and in 1944 a profit of £118,634. The difference between the
profits earned and the amounts paid in dividends, less the tax, was, of course, used to
increase the reserves.

380. The profit and loss accounts of the principal managed hotels of Hancock and
Co.—the Grand Hotel, Auckland, and Hotel Cargen, Auckland—for the period of ten
years from 1931 to 1940 showed that there was a total loss during that period on the
Grand Hotel of £14,498 and on Hotel Cargen of £26,587 (R. 3788). On the other hand,
the total profit on all the company’s managed hotels after setting off the losses was, for
the years for which the accounts were presented, as follows :—

£
For 1937 .. .. .. .. .. .. 34,085
For 1938 .. .. .. .. .. .. 3H,456
For 1939 .. .. .. .. .. .. 19,504
For 1944 .. .. .. .. .. .. 78,281

331, Of Hancock and Co,’s remaining hotels, some provided large accommodation.:
The six largest net profits for the year ended 30th September, 1944, were as follows :—

£
Waverley Hotel, Auckland .. .. .. .. 41,366
Grand Hotel, Rotorua .. .. .. .. 8,974
Palace Hotel, Rotorua .. .. .. .. 8,150
‘Whangarei Hotel .. . .. .. .. 4,695
Star Hotel, Newton, .. .. .. .. .. 4,490
Station Hotel, Auckland .. .. .. 3,992

(R. 3792.)

(This statement omits the Hotel Auckland, whick is carried on by a separate company
controlled by Hancock and Co., Ltd.)

Taking its business all over, Hancock and Co. made very large profits.

382. Hancock and Co. have ample reserves, and the extent to which they were
increased even during the war years may be seen by a comparison of the balance-sheets
for 30th September, 1937, and 30th September, 1944. In September, 1937, the company
distributed to its shareholders bonus shares of £150,000 fully paid. In October, 1937,
the company issued 250,000 preference shares of £1 each to New Zealand Breweries,
on which 10s. per share was called up (Exhibit A. 64). This payment increased the cash
capital by £125,000. The shareholders’ funds in 1937, including “ reserve and investment
fluctation account,” amounted to £596,251. By 1944 these had increased to £755,261,
an increase of £159,010, which included the £125,000 paid up on the 250,000 preference
shares issued to New Zealand Breweries. The accumulated profits at 1944, including
“ reserve and investment fluctation account ” (£181,797), amounted to £230,261. The
company’s balance-sheet for 1944 shows the following reserve funds, omitting shillings
and pence :—

£
Reserve forcontingent liabilities to subsidiary companies .. 47,879
Hotel renovations reserve .. .. .. .. 815
Hotel pre-paid bonuses reserve .. .. .. .. 3,419
Reserve and investment fluctation accoun .. .. 181,797
Deferred maintenance reserve .. .. .. .. 23,488
Leasehold redemption reserve .. .. .. .. 30,200

Taxation reserve fund .. .. .. .. .. 93,333
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Of these, the reserve and investment fluctation account, representing undivided profits,
stood at £152,039 in 1937. The increase by 1944 was therefore £29,758. The undivided
profits in the balance of the profit and loss appropriation account increased from £44,212
n 1937 to £48,464 in 1944. In addition, the company’s assets have been heavily written
down in the company’s books (R. 4066ff., 4077, and 7302).

383. The Campbell and Ehrenfried Co., Ltd., presented a statement of their position
from which we take the following : since 1937 the company has paid the following
dividends : 1937, 15 per cent. ; 1938 174 per cent. ; 1939 to 1944, 10 per cent. each year.

The company also submitted the following statement for the years 1935 to 1939 and
the year 1944, showing (a) its net profit ; (b) its taxation ; and (¢) the balance available
after payment of taxation :—

Land, Income,

]
i
1
and National |

Year. Net Profit. Social Security, Balance.
i : Security Tax.
£ £ | £
1935. . .. .. 26,997 5,005 | 21,942
1936.. .. .. 34,585 6,086 : “’b 49‘)
1937.. .. .. 42,547 14,979
1938.. .. .. 51,935 19,753 |
1939.. .. .. 43,411 21,169 2 2
1944 . .. .. 105,994 84,788 | 21,206

1
1

384. The Campbell and Ehrenfried Co. also presented a statement in respect of its
managed hotels for the years 1937, 1938, 1939, and 1944 which showed very substantial
prohtb except in respect of one hotel the Star at Auckland, which showed a loss for the
year 1939 of £2,370, but a profit for the year 1944 of £19,097, though, for income-tax
purposes, there had been a loss of £400 for the year ended 30th April, 1939, and of £1,300
for the year ended 30th April, 1940. For the purposes of the company’s bocks there was
a loss of £2,370 on the Star in 1939.

It should be noted that in 1939 the Campbell and Ehrenfried Co., through the
Commercial Hotel (Hamilton), Ltd., built the new Commercial Hotel at Hamilton at a
cost of approximately £100,000.

385. The Campbell and Ehrenfried Co., has been a very profitable company. The
net profit for 1938 before payment of tax was £51,935, which represented approximately
80 per cent. of the cash actually invested by the shareholders in the company. The net
profit before tax for 1944 was £105,994, which was 164 per cent. of the cash capital of
£64,398 left in the business after the company in 1929 returned to its shareholders the
sum of £150,000 (Ex. A. 64, p. 16). The difference between profits and dividends, less
the tax, was, of course, used to increase reserves.

386. This company has extremely large reserves in its assets. It values its freehold
properties at £105,105. It owns nineteen hotels. Included in these are the six hotels
purchased since 1935, plus one in which the company has a half share. The cost of these
six hotels and the half share is given as £128,000. This amount is more than the value
which the company places on all its nineteen hotels.

This company also values its 50,407 shares in New Zealand Breweries at £18,712,
though on the present market quotation the value of those shares exceeds £2. They are
thus valued at £18,712, as against their market value of (say) £100,000.

387. We refer also to Dominion Breweries. Formed in April, 1930, this company
commenced to pay dividends in 1936, when it paid 6 per cent. The dividends were
then as follows :—

Per Cent. Per Cent.
1937 . .. o9 | 1942 7
1938 . .. 10 ] 1943 8
1939 and 1940 ..o 12 l 1944 9
1941 .. .. .. 8-%— I 1945 9%



H-—38 86

The goodwill of £19,100 was written out of the balance-sheet after 1939. The total
assets and balances of the company in 1945 stood at £1,209,095, of which reserves and
shareholders’ funds stood at £192,612.  Its net profit for the year 1945, after payment of
income-tax, was £44,291. The income-tax was £154,444, making a total of £198,735,
which represents a net profit before payment of income-tax of 44 per cent. on the paid-up
capital of £350,000 (R. 7701 and the statement attached to the evidence of Mr. L. .J.
Stevens).

388. Ballins Breweries (N.Z.), Ltd., began operations only some three vears before
the war. The period of low taxation for this company has been short. Its profits in
the past have not been high. It has paid dividends of 5 per cent. The goodwill of
£20,000 has not yet been written out of the balance-sheet, though the preliminaryv expenses
have been reduced. The company has no disclosed substantial reserves and it does not
appear that any substantial secret reserves have been created hy excessive depreciation.
In 1944, however, the company’s net profit, hefore payment of taxation. was £60,341,
which was over £40,000 more than the net profit of £19,773 for the vear 1939.

Ballins Breweries carries on hotels and acts in co-operation with Ballin Bros., Ltd.,
a wine and spirit company, which also owns hotels. Each company makes provision
in respect of its leases, mortgages, and guarantees for a trade option in favour of Ballihs
Breweries (N.Z.), Ltd. The balance-sheet of Ballin Bros., Ltd., shows capital reserves
of over £47,000 plus more than £9,000 carried forward into the profit and loss account,
a total of £56,000. The capital of Ballin Bros., Ltd., is £30,000. This company has
therefore 37s. in reserve for every £1 of capital.

If taxation were reduced without a reduction in prices, Ballins Breweries would be
earning high profits.

389. The reasons for the prosperity of these companies are not far to seck.

The legal minimum strength of spirits (whisky, brandy, rum, or gin) in New Zealand
is specified by Regulation 83 of the regulations under the Sale of Food and Drugs Act,
1908 (NV.Z. Gazette, 1924, p. 1543) to be not more than 35 degrees underproof. The
strength of whisky, brandy, and rum was reduced to this figure from 25 degrees underproof,
partly in 1918 and partly in 1922, and has never been reinstated. (The provison of
Regulation 83 is inconsistent with the provision of Regulation 5 of the regulations as to
special Inspectors made under section 239 of the Licensing Act, 19038.) Regulation 5
provides that the standard strength to which spirituous liquors may be reduced by an
admixture of pure water without being deemed to be adulterated is 25 degrees underproof
for brandy, whisky, or rum and 35 degrees underproof for gin (N.Z. Gazette, 1897, p. 834).
Npirits are imported in bulk, mostly at a small percentage underproof, or in case, mostly
at 25 per cent. underproof. Once duty has been paid, the importer can lawfully take the
bulk whisky or the case whisky after it has been poured from its bottles and dilute the
whisky to 35 per cent. underproof. The importer cannot lawfully sell any of the case
whisky so diluted in any of the bottles with the original labels. That would he an offence
against section 12 (2} of the Sale of Food and Drugs Act, 1903. On the other hand,
any whisky so diluted may be bottled and sold as draught whisky under another label
which does not misrepresent the contents. As the Government Analyst at Auckland
pointed out, whisky so diluted and bottled represents a lowered cost to the vendor
(R. 2873).

390. The great and pervasive source of prosperity lies, however, in beer. Beer, as
sold in New Zealand at a maximum price for any measure, whether handle, medium,

r < pony,” is a very profitable article of commerce. New Zealand Breweries has stated
the total selling price in 1945 as Ds. 3-6d. per gallon (R. 7701). In Auckland the pnc“
was Ds. 2d. per gallon, and the figures of New Zealand Breweries may be the figures for
the whole Dominion, including freight charges. The following figures are the result of
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a calculation. Counsel for the trade were invited to criticize them if they were wrong,
but counsel have not done so. Taking the Auckland price of 5s. 2d. per gallon (there
being 160 oz. to the gallon), we get the following results (R. 7702) :—

I
s ot s V| T | O | o
Oz. I s. d. s do
12 .. ' 134 70 27 50
10 .. .. 16 9 4 4 2 80
8 .. .. l 20 11 8 6 6 - 125
7 .. 22 J 12 10 7 8 148
D .. { 32 18 8 13 6 261
f

391. We have had little detailed evidence as to the measures used in hotels throughout
the country, but the indications in the evidence are that the 10 oz. handle is largely used
in the bars in the cities, while, in the country districts, an 8 oz. measure may be used.
In lounges in the cities and elsewhere a 7 oz. or perhaps an 8 oz. glass 13, we understand,
frequently used (R. 7702), while a 5 oz. may be called for in any bar or lounge at any time.
If an 8 oz. glass of beer is sold in a lounge for 1s., the percentage of profit on cost is
287 per cent. There is no price control of beer, apart from the sales in the bars of the main
cities, except to the extent that prices are not to be increased beyond what thev were
on the lst September, 1939, without authorization.

392. These calculations as to profit are arithmetical and some allowance may have
to be made one way or the other for such factors as the exact filling of the glasses, an
overflow, or an under-filling (R. 7702).

393. With respect to bottled beer, the Auckland custom is to sell the quart bottle
in the bars at 2s. a bottle (R. 7702). The evidence shows (R. 2284) that the bottles cost
the Auckland hotelkeeper 1s. 33d., less 1d. refund on the bottle, 1s. 24d. The profit on
the sale of a bottle costing 1s. 21d. 1s 94d., or 65 per cent. on cost.

394. Outside Auckland, bottled beer is sold in glasses only. If the hotelkeeper uses
5 oz. glasses and sells five glasses to the bottle, he takes 2s. 11d. His gross profit is
therefore 1s. 84d., or 140 per cent. on cost.

395. As to riggers, the position appears to be as follows: six riggers per gallon
may be sold at 1s. 6d. each, or 9s. This gives a profit on a gallon of beer of 3s. 10d., or
74 per cent. on cost (R. 2307 and 7702).

396. We obtained evidence in Auckland as to the percentage of gross profit on costs
in a number of hotels in Auckland under the control of hotel companies. An analysis
showed the average gross profit on cost of heer as follows (R. 7705 and Ex. C. 3, C. 4,
C.5, and C. 6) -

Per Cent.
Hancock and Co., Ltd., on five hotels .. .. .. .. 69
Dominion Breweries, Ltd., on eleven hotels .. .. .. 56
New Zealand Breweries, Litd., on eight hotels .. .. .. 5401
Campbell and Ehrenfried, Ltd., on fifteen hotels .. .. 52-5

An analysis of the returns for the lounge bar in the Hotel Auckland of Hancock
and Co. showed percentages of gross profit on cost each week as follows :  169-4 per cent.,
172-H per cent., 168-2 per cent., and 170-3 per cent.

397. These percentages, of course, are not net profits, and 1t is difficult to translate
theni into net profits. The extent to which they were translated into net profits before
the war is shown by the very large profits which the companies made. We may note,
however, that beer is a line which turns over very rapidly, that it is sold for cash,.and
that no large stocks are required. Compared with these returns, the margin on grocers’
lines varies from between 8 per cent. and 10 per cent. on a line which turns over rapidly
to from 25 per cent. to 30 per cent. on lines which remain on the shelves for a longer
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time. Furthermore, the factors of perishability, credit sales, and the holding of wide
ranges of stock which apply to grocers and which are usually held to justify a high margin
of gross profit scarcely apply to beer (R. 7703).

398. The very profitable nature of the trade done under a fixed number of
licenses and a sense of security due to a practical view that prohibition is not likely
to be carried in New Zealand within the measurable future must be the basic reasons
for the very high prices paid for hotels, even during the war period.

399. From 1933 to 1945 New Zealand Breweries spent in all the sum of £1,062,450
in the acquisition of hotels (R. 6775, 6776, and 7693). This amount includes the sum
of £126,000 spent on building the Hotel Waterloo. In addition, New Zealand Breweries
has paid £29,000 in premiums for Jeaschold hotels. According to the company’s
balance-sheet at the 31st March, 1945, the company’s investments and advances to the
trade were £405,118, shares in subsuhary companies were valued at £35,001, and
amounts due on current accounts were shown at £463,797. The total investments of
New Zealand Breweries in hotel premises, furniture, fittings, hotel advances, and
securities are therefore, on the company’s figures, £1,995,366. It should be noted,
however, that the two items of (¢) investments and advances, and () shares, together
totalling £440,119, are worth, on a very conservative estimate, £612,390 (R. 7699).
The difference of £172,271 should be added to the above total to obtain a market value.
If the amounts due on current account have also been conservatively written down,
a further amount should be added. It may safely be said that New Zealand Breweries
has more than £2,000,000 invested in hotels in one form or another, although the
primary purpose of the company’s formation was to deal only with the nunufacture of
beer.

400. The investments of Dominion Breweries in hotel premises, furniture and
fittings, in hotel advanees, and securities rose from £6,321 in 1931 to £724,884 1n 1945.

401. Ballins Breweries (N.Z.), Ltd., has so far expended £189,696 on the purchase
of freehold hotels, paid £1,625 as premiums for leasehold hotels and advances on
mortgage, and otherwise to the trade £7 7,322, a total of £268,645.

Ballin Bros., Ltd., a much older company than Ballins Breweries (N.Z.), Ltd.,
has paid £83,653 on the purchase of freehold hotels. It has other hotel assets worth
£4,349, has advanced on mortgage of hotels £11,339, and made other investments on
hotels amounting to £48,834, and is owed by sundry debtors in respect of hotels
£31,632, a total of £179,807. Ballins Breweries (N.Z.), Ltd., and Ballin Bros., Ltd,,
have altogether a total investment in hotels of £448,452.

402. For the purpose of comparing the investment of the three big companies in
hotels and in respect of hotels, it may be said that New Zealand Breweries has
invested, approximately, £2,250,000; Dominion Breweries, £750,000; and Ballins
Breweries (N.Z.), Ltd., and Ballin Bros., Ltd., together, £475,000.

CHAPTER 17.—COMPETITION OR MONOPOLY ?

403. Counsel for the licensed trade submitted to us that the businesses of the
licensed trade carried on under licenses issued under the Finance Act, 1915, or the
Licensing Act, 1908, are a monopoly to the same extent as those businesses which are
licensed under the Industrial Efficiency Act, 1936, are a monopoly. We take the view
that there is one common feature to the two systems of licensing, but that there are
some essential differences. We express no opinion upon the merits or otherwise of the
control under the Industrial Efficiency Act. We merely point out here the common
feature and the differences.

404. The common feature is that only licensees may engage in the industry or trade
to which the licenses apply. As a group these licensees enjoy a monopoly of the
industry or the trade which is licensed. They may compete or may come to trade
arrangements among themseclves. To the extent to which competition is reduced, the
extent of monopolistic control of the whole industry or trade is increased.
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405. The differences are these :—

(1) The licenses under the Industrial Efficiency Act (including separate licenses
for any branch of an industry) are all granted by one authoritv—viz., the Bureau of
Industry, which is charged with the duty of taking a general view of the economic
welfare of New Zealand in order to secure a greater measure of industrial efficiency.
The Bureau must also consider all matters relevant to any particular application in
the light of that general duty. The Bureau comprises experts in the particular
industry which is dealt with. It also acts judicially in making inquiry into all relevant
matters and in giving to those interested an opportunity to state their case (section 15
(2) ). The decisions of the Bureau are subject to appeal (section 21 of the Act of 1936
and sections 9 to 13 of the Statutes Amendment Act, 1942).

Licenses granted to those in the liquor trade are granted by separate authorities
under separate statutes (see Chapter IIl, supra). None of these authorities 1s charged
with the duty of taking a general view of the whole position in the liquor trade.

406. (2) Under the Industrial Efficiency Act, the Bureau is also charged with the duty
under Part 1 of the Act of maintaining a continuous survey of industries (section 7 (2) (d)
of the Act of 1936). The Bureau may advise the Minister of Industries and Commerce
conceruing the co-ordination of related or inter-dependent industries. Having the duty
and the opportunity of obtaining knowledge in this way, the Bureau is expected to be
qualified to impose such conditions as are proper upon the grant of a license (section 18
of the Act of 1936). Subject to appeal, any of these conditions may be varied from time
to time. Pursuant to this procedure, undesirable or monopolistic arrangements between
licensees under the Industrial Efficiency Act could be brought under control during the
currency of licenses.

The various authorities governing the licensed liquor trade have no such powers.

107. (3) By reason of the knowledge which it acquires pursuant to its duties, the
Burean is expected to be qualified to exercise its power under section 19 of the Act of
1936 to revoke a license if the licensee is failing in his duties.

The various authorities who grant licenses for the trade are not required to maintain
a direct, continuous, expert survey of the conduct of licensees, and have no such general
powers of revoking Tic enses if the licensee should fail in his duties.

408. In answer to our questionnaire, all brewers and wholesalers informed us that
they traded in competition with one another. The facts set out in Chapter XV show,
however, an interlocking of the directorates of certain companies with one another,
and also with New Zealand Breweries, which operates throughout New Zealand. This
interlocking would, in the ordinary course, result in the reuulatlon of competition
between them and in joint action to protect their common interests. For example, it
is difficult to think that New Zealand Breweries, Hancock and Co., and the Campbell and
Ehrenfried Co. would pursue conflicting policies. These poWerful companies hold,
apparently, a dominant position in the trade. If so minded, New Zealand Breweries,
or the companies associated with it, could probably outbid any other brewery company
in a competition for trade outlets. An outstanding example is the purchase of the
Edinburgh Castle Hotel by the Campbell and Ehrenfried Co. in competition with
Dominion Breweries in October, 1941 (para. 325 (3), supra).

409. The attitude of New Zealand Breweries, as expressed by its director,
Mr. Wanklyn, was that it wanted open competition and the removal of wartime restrictions.
The attitude of Dominion Breweries, as expressed by the chairman of directors, Mr.
L. J. Stevens, was the same, except for two very important matters which affected the
acquisition of licensed premises. He submitted on behalf of his company (1) that the
amount received for goodwill should be taxed as income in the hands of the vendor
and not be deemed a capital profit; and (2) that the goodwill paid by the incoming
tenant should be made deductible by him for income-tax purposes as an expense (R. 6688).
) 410. Mr. Stevens also submitted, on behalf of his company that, on a redistribution

of licenses, an upset amount for goodwill should be fixed, and that, if there were more-
than one applicant, the decision should be by ballot. He said that anv proposal that



H—38 90

allowed the sale of a license by auction would accentuate the evils, already experienced
in the Licensed Trade, which were consequent upon the payvment of high or excessive
voodwills (R. 6686). These views represent a divergence uf deep significance from the
pl,m of public auctions for licenses on a redistribution put forward by the National
Council of the licensed trade, of which Dominion Breweries 1s a member.

411. Mr. Stevens also stressed, as an important element in competition within the
trade, the quality of a product. He thought that, if any company could advertise
freely any produet of quality, a change in public demand might be created, with the result
that hotels of competing companies Would be obliged to stock it (R. 6725, 6729, and 6746).

412. Ballins Breweries (N.Z.), Ltd., the thlrd largest brewery company, was not
represented before us by counsel for the National Council of the Licensed Trade. They
appeared hefore us at Christchurch by separate counsel in connection with Chatham
Island matters.  The company replied to our questionnaire, but did not attend before us
at Wellington, and we did not find occasion at that time to call them separately before us.
Ballins Breweries (N.Z.), Ltd., formed m 1936, has been acquiring hotels in the North
Island as well as in the South. Its directorate, like that of Dominion Breweries, 1s
independent of New Zealand Breweries and of other brewery companies. Balling
Breweries, Litd., appears to be in active competition with the two larger companies.

113. The effect of the competition of the big brewery companies upon a smaller
company may be gauged from the answer of the Marlborough Brewerv Co. to a question
in a questionnaire which we issued to the brewery and wholesale companies.  The
question (No. I8) asked what was the pohcv of the company m acquiring hotels.  The
answer of the Marlborough Brewery Co. was :

(R.7695.) The company has been forced to endeavour to obtain the control of local hotels in
order to provide an outlet for its products. as the policy of the big combines is to buy up all possible
hotels or leases in order to expand and secure all the business.  The policy still continues in self-defence.

The position in the Marlborough Licensing District is that the brewery or wholesale
companies either own or are financially interested in hotels as follows: New Zealand
Breweries, 1: Ballins Breweries (N.Z ) Ltd., 2; Ballim Bros., Ltd., 3: Qull Morrns
(1936). 1 © Marlborough Brewery Ltd., 4. The total number of hotels in the Marlborough
Licensing District 1s 28,

+14. The demand for beer at the present time is sufficient to keep all the hreweries
adequately employed.  If the demand should slacken, the three major companies may
be driven to engage i even more active competition than in the past, or else to come to
mutual agreements.  If they were to take the latter course, and if no new hrewery license
were 1ssued to a competing company, the control of the trade in relation to the rest of
the community would he practically a monopolv in private hands.

‘PART VI. -THE MISCHIEFS OR DEFICIENCIES OF THE TRADE: GENERAL
STATEMENT AND MISCHIEFS RELATING TO CONSUMPTION AND
MANUFACTURE

CHAPTER 13. -GENERAL STATEMEXNT OF THE MISCHIEFS AND
DEFICIENCIES
+15. We proceed now to cousider the principal mischiefs or deficiencies which, it
is alleged, attend the consumption and also the manufacture, sale, and control of alcoholic
Liquor, other than wine.  We deal separately with the wine industry.
416. The grave mischiefs which rank as evils, and which are the most prominent
-of all the mischiefs in the public mind, are those associated with the conswinption of
alcoholie liquor. In the past the most prominent of these have been drunkenness,
cerime, ill health, misery, squalor, and inefficiency. These mischiefs are still alleged,
but it 13 clear that they have substantially decreased in New Zealand during the past
twenty-five vears. Another evil associated with the consumption of liquor is sexual
immorality, but we have little evidence to show whether that evil has increased or
decreased in normal times, in relation to the consumption of aleoholic liquor.
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417. Mischiefs alleged in connection with the manufacture of alecoholic liquor include-
the following = -

(1) Lack of sufficient sauit‘u‘r'v precautions in manufacture ; and

(2) Improper or mmadequate labelling of bottles.

418. Mischiefs alleged in connection with the sale of aleoholic liquor include the
following : -

{1) After-hours trading ;

(2) Excessive goodwills, rents, and premiums ;

(3) Managed houses -i.e., public houses of which the brewers and wholesale
nerchants are the owners or proprietors and which are condueted by a manager
who holds a license on behalf of and at the discretion of the brewer or wholesale:
merchant ;

(4) © Tied ” houses ;

() Unfair diserimination in the distribution of sapplies

(6) Failure to provide suitable bars for customers, involving vertical (standing)
drinking to the practical exclusion of seated drinking ;

(7) The sale of dregs and other insanitary practices ;

(8) The emplovment of barmen who do not discharge their responsibilities te
the public ; ‘

(9) Charging the same price for different measures ;

(m

(11
(I

Faﬂur(‘ to provide suitable accommodation for the travelling public ;

~— —

Failure to prov ide meals for travellers ;
2) " Agencies 7 for the delivery of beer which are sometimes unregulated and
illegal busmosses for the sale of liquhr:

(13) Failure to install proper systems of account, distivguishing between the bar
and the accommodation side of an hotel :

(I4) Improper advertising of liquors for sale ; and

(I5) Sly-grog selling.

419, Mischiefs are also alleged in relation to the control of the trade by public anthorities.
420. Mischiefs are also alleged to arise from the legislative provisions of coutrol.  For
example :

(1) The number of authorities for the control of the trade and the Lack of any
over-riding or co-ordinating authority ;

(2) The distribution of licenses as now ‘n\e(l by law :

(3) The national leensing poll, on the ground that, if prohibition were carried,
the remedy would be worse than the disease

(4) The existence of no-license districts or proclaimed areas on the ground that
the sale of iquor would be better controlled if it were openly permitted under hicense ;
and the effect of no-license on the tourist traffic ;

(5) Triennial polls because they expose the licensee to the temptation to take
all he can out of the trade in three vears by legal or illegal trading and to refrain
from spending money on the i111p1‘t>\"t>111011‘r of hix hotel for the convenience of the-
public ;

{6) The forms of ballot-paper on the ground that they are not designed to-
ascertain the real views of the people :

(7) The denial of a referendum in the King-country ;

(8) The placing of Maoris at a disadvantage in respect of the purchase and
consumption of liquor compared with Europeans and Islanders: and

(9) The madequacy of penalties.

421. Mischiefs are also alleged in connection with Government poliey.  For example,.
the refusal of charters to clubs and the maintenance of certain wartime controls.
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422. A mischief of a basic character is also alleged—viz., the sale of alcoholic liquor
:as an ordinary article of commerce for private profit. It is alleged that, if the demand
were not stimulated, or permitted to be stimulated, and that if alcoholic liquor were
available only to meet such demand as exists, or would exist, without stimulation, most
«of the mischief or evils would disappear. It is also alleged that this result can onlv be
brought about if the incentive to trade in alcoholic liquor for private profit is removed
and if, to that end, the manufacture and sale of liquor is placed in the hands of the State
«or of some public corporation or corporations acting on behalf of the State.

CHAPTER 19.—MISCHIEFS RELATING TO CONSUMPTION OF ALCOHOLIC
LIQUOR

423. The total consumption of beer and the total quantity entered at the Customs
for consumption of spirits and of wine and in each case the quantity per head are set
out below for the vears 1900, 1910, 1920, 1930, for the depression years of 1931, 1932,
1933, and 1934, and for the vear 1940 (R. 34).

Beer, Spirits, and Wine entered at Customs for Conswmption, 1900 to 1940

Beer. ‘ Spirits. Wine,

Year. ! { Quantity ! Quantity \
Total for Quantity entered for Quantity entered for ! Quantity
Consumption. per Head. Consumption | per Head. Consumption per Head.

| at Customs. | at Customs. |

i i

! | ‘ - - ’ -

. Gallons. Gallons. Gallons. | Gallons. Gallons. | (xallons.
1900 .. .. | 6,986,900 549,932 | 0-684 116,188 i 6-145
1910 .. .. 9,671,030 ! 767,620 | 0-737 153,430 ! 0-147
1920 .. .0 15,106,653 947 - 660 0-771 239,880 | 0-195
1930 .. Lo 12,312,823 > ¢ (- 283 198,377 { (-133
1931 .. | 0-250 134,160 | 0039
1932 .. ; | 0-212 105,725 1 0-060
1933 .. | | 0206 116,390 0076
1934 .. S 9,605,721 324,794 | 0-209 135,908 | (- 9NS
1940 .. e 13,369,952 ] 402,046 (- 246 107,355 i (1-064

i | I

424. It 1s thus apparent that, while the quantity of beer consumed in 1940 has
approached three times the quantity consumed in 1900, the consumption of spirits and
of wine has steadily declined. It is also apparent that, when money was in short supply
during the depression, the consumption of alcoholic liquors decreased rapidly.

425. The convictions for drunkenness and related offences rose from 103-4 per
10,000 of population in 1902 to 120-6 per 10,000 in 1914. During the war of 191413, the
convictions for these offences declined as follows (in each case per 10,000): In 1915,
1179 ; in 1916, 97-3; in 1917 (the year 6 o’clock closing began), 78-3; in 1918, 63-5.
It should be noted that a fall of nearly 20 per 10,000 had occurred between 1915 and 1916,
before 6 o’clock closing began to operate.

From 1919 to 1921 (inclusive) the figures per 10,000 were as follows: 67-6; 71-6;
and 69. There was a big fall to 43-4 in the depression year of 1922. The figures rose to
536 in 1925 and then, for the most part, fell gradually to 21-6 per 10,000 in 1935. The
figure in the boom year of 1929 was 46-3. The figures during the depression years of
1931-35 (inclusive and in each case, as before, per 10,000) were as follows: For 1931,
32:1; for 1932, 26-7; for 1933, 23-3; for 1934, 22-3; and for 1935, 21-6.
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Since 1935 the figures rose to 396 in 1939, and then fell to 31-3 in 1941. (These
statistics were then discontinued during the war.)

The foregoing figures are all for convictions for drunkenness and related offences.
We have been able to obtain the figures for the presecutions (not convictions) for
drunkenness alone from the year 1935 to the end of 1945, and they are as follows:
1935, 2,995 ; 1936, 3,980; 1937, 4,360 ; 1938, 5,202 ; 1939, 5,683 ; 1940 5,243 ; 1941,
4,695 ; 1942, 2,842 ; 1943, 2,135 ; 1944, 1,996 ; 1945, 1,762.

426. The statistics of convictions for being drunk in charge of a motor-vehicle are
available from 1924 (R. 33). In that year there were convictions against 175 men and
2 women. They then rose, and in 1930 there were convictions against 434 men and
1 woman. The convictions then fell till in 1934 there were 248 against men and 5 against
women. They then increased, till in 1938 there were convictions against 682 men and
3 women. The convictions have since fallen as follows :—

1939 .. .. .. .. 666 men and 4 women ;
1940 .. .. .. .. 528 men and 5 women ; and
1941 .. .. .. .. 412 men and 7 women.

427. The deaths from alcoholism in New Zealand are also down. They have decreased
from 15 per 10,000 in 1927 to 8 per 10,000 in 1942 (R. 965).

428. The New Zealand statistics for convictions for drunkenness and related offences
may be compared with those of the Australian States. The figures are given per 10,000
of population :—

Convictions for Drunkenness and Related Offences per 10,000 of Population (R.320)

Place. Closing Hour. ‘ 1985. ‘ 1936. ’ w3, | s o3,
| | | | o
New Zealand 6 p.m. 21-6 28-8 31-6 | 35-9 39-6
New South Wales 6 p.m 105-2 113-6 102-6 100-0 117-9
Victoria 6 p.m 50-1 55-5 55-5 59-6 60-7
Queensland .. 8 p.m 86-0 105-8 102-3 111-1 | 109-2
South Australia .. .. | 6 pm, .. 46-8 44-7 42-8 44-8 43-6
Western Australia .. .19 & 11 pm. 60-0 63-3 58-9 53-9 | 57-2
Tasmania .. .. .. | 6 pm. 17-9 16-6 15-6 14-2 ¢ 17-2
(10 p.m.) | |

Australian Capital territory .. | 6 p.m. 58-6 64-5 89-3 1 119-6 . 95-1

It will be noted that closing at 10 p.m. came into force in Tasmania in 1937. It
is still in force, but from 1942 until early in 1946, restricted times of trading during the
day were observed as follows : open from 12 noon to 2 p.m. and from 3 p.m. to 10 p.m.

Sinece the foregoing table was supplied we have been informed by the Deputy
Commonwealth Statistician in Tasmania that the convietions per 10,000 of the population
from 1940 to 1945 inclusive were—

(1) For drunkenness alone as follows: 1940, 5-02; 1941, 3-47; 1942, 400 ;

1943, 3-72 ; 1944, 2-28 ; 1945, 1-85; and

(2) For drunkenness and disorderly conduct as follows: 1940, 8-91; 1941,

6-97; 1942, 6-41; 1943, 10-87; 1944, 9-58 ; 1945, 6-86.

These figures appear impressively low, though we have not had the advantage of any
critical comment upon them.

429. The general effect of the evidence of police officers is that aleoholie liquor is
not a contributing factor in most cases of deliberate or serious crime, but that it may
be so when the passions are aroused. The evidence of the Under-Secretary of Justice is,
however, that in one-third of the cases recommended for release by the Prisons Board,
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the ‘taking-out of a prohibition: order is required. = This means that, in the judgment
of the Prisons Board, in one-third of the cases of serious crime in the Dominion; the
person convicted is addicted to drink to a degree affecting his behaviour and sense of’
‘responsibility (R. 21 and 966). The crimes of “which these persons have been convicted
are rarely forgery, false pretences, or breaking and entering. They are usually crimes
in which the passions have been aroused, and include murder aqsault rape, and other
sexual offences (R.967).

430. The evidence of social workers shows that drink is still‘ a cause of domestic
misery, though the extent of it appears to vary with the locality. Mr. James Robert
McClune, the Superintendent of the Child Welfare Branch of the Education Department,
gave evidence that in his view and in the view of the District Child Welfare Officers,
there had been a gradual reduction in the number of parents who, by reason of
drunkenness, neglected the home or family and whose children had therefore been
committed to the care of the State (R. 381 and 810). Mr. McClune also supplied the
following table :— v

! !
. Ngmlxber of | Number of Mopher Father ‘ Both
Year. cohildren, Familics. 2ddicted addicted. | addicted.
i
| i
1927 .. .. .. 540 | 41 7 25 ! 9
1936 .. .. .. 440 i 16 1 8 | 7
1937 .. .. .. 432 | 13 3 9 | 1
1938 .. .. .. 503 i 17 1 16 ' ..
1939 .. .. .. 501 ! 13 .. 13
1940 .. .. .. 509 | 11 2 8 | 1
|
' |

On the other hand, the impression of the Superintendent and his officers was that,
though drunkenness had been decreasing among parents, drinking was more widespread..

431. The view expressed by Mr. McClune was not accepted, in so far as it applied
to the City of Auckland, by Mrs. R. M. Metcalfe, the Inspector of the Auckland Branch
for the Society for the Protection of Women and Children. She thought the position
had remained much the same. During the last four or five years of war, more trouble
had been caused by women drinking. Statistics were kept in Auckland of the work
of conciliators under the Domestic Proceedings Act, 1938. In the vear 1939-40, out of
109 cases referred to coneciliation, 33 (or beou‘r one-third) were attributed to drink
(R. 966). Again, during 1944 the Auckland Branch of the New Zealand Society for the
Protection of Women and Children found that, out of 267 fresh complaints of domestic
unhappiness, 86 (or about one-third) were directly attributable to liquor (R.2344).
Of these 86 cases, in only 11 did the wife or mother drink to excess (R. 2345). In most
cases infidelity had been associated with drink (R. 2342). Evidence was also given by
Dr. Richards, medical practitioner, of Auckland, of his experience in the ordinary course:
of his practice during the previous fortnight. He gave details of fourteen cases he had
met with in that period in which alecoholic liquor had caused domestic misery, destitution,.
or il health (R. 3452 ff.).

432. In Wellington the Rev. Harry Squires, the Missioner in charge of the Wellington
City Migsion in Taranaki Street, gave evidence of his experience as a conciliator under
the Domestic Proceedings Act. He said he had gone through his papers for the last
six or seven months and was of opinion that, in at least 60 per cent. of the cases, the
complaint had been habitual drunkenness (R.1377). The Wellington Public Opinion
Group of the National Council of Women, represented by Mrs, May, said they had reports.
through social workers of fathers drinking to excess and then returmng to their homes
(R. 1691).
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433. Other information with regard to Wellington was given by Miss Annie
Constance Tocker, the Senior Officer of the Child Welfare Department at Wellington.
She agreed with Mr. McClune that there had been a decrease in the number of
committals of children of drunken parents (R. 6425), and she supplied the following
table for the years 1937 to 1944 inclusive (R. 6430 and 6431) :—

|
Committals due to Drink. |

o | - T Total
i Number of Total Number | Committals.

! Families of Children

involved. ! committed. |
1937 3 8 76
1938 1 2 109
1939 4 9 35
1940 1 3 71
1941 6 15 S2
1942 3 8 88
1943 3 11 79
1944 1 3 73
24 | 59 633

i

The number of children committed on account of the drunkenness of the parents
is therefore 9-3 per cent. of the total nwmber of children committed.

434. Miss Tocker gave the following reasons for the general reduction (R. 6426) :—

(1) The compulsory employment of men for full time under war conditions ;

(2) The payment of the family bhenefit to the mother, which gave her a better
economic position and enabled her to provide for the children and, where both parents
were not reliable through drink, the payment and dishursement of the benefit
through an agent or trustee; and

(3) The decreased alcoholic content of beer and the dearth of gpirits.

435. Miss Tocker stated there had been a definite increase in drinking by young
girls during the war period, and that that drinking was associated with the increase in
ullegitimacy (R. 6427).

436. We have no particulars for Christchurch, but in Dunedin the position is
different from that in Auckland or Wellington. Miss Coe-Smith, the secretary of the
Dunedin Branch of the Society for the Protection of Women and Children, said they
had to deal with between 2,000 and 3,000 cases every vear (R.5984). During 1944
there were 2,150 cases which required action. These included old cases in which default
in a maintenance order had to be dealt with during the year. In only 25 of the cases
during the years 1936 to 1944 inclusive did the Society consider that drink had been
the chief factor in causing domestic unhappiness or ill treatment. There were other
«cases in which drink had been a factor, though not the prime factor. In most cases in
Dunedin the cause of unhappiness had not been drink, but ill temper and selfishness.
The secretary said there was a drink problem in Dunedin, but she had lived in Auckland
and other places, and liquor in Dunedin represented only a minor problem compared
‘with Auckland (R. 5983).

437. Licensing Committees, Magistrates, and social workers have all expressed
concern about the increased drinking by young men and voung women. Complaint
is made of surreptitious drinking of the quantity taken to dances. The chief secretary
of the Salvation Army states that drinking by girls is very prevalent and seems to be
increasing. These complaints have some reference to the period of the war, but they
indicate also a general increase in the consumption of liquor by young people
irrespective of the influences of the war period.

438. We have also had evidence of the effect of alcoholic liquor upon the Maoris. Ata
later stage we shall discuss their particular problems. We say here only that we think
that the Maori people, in general, are not yet as able as the Europeans to withstand the
temptations of alcoholic liquor and the ill effects that flow from over indulgence.
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439. On the question of the loss of efficiency due to the consumption of aleohol,
we have referred to the physical effects in Chapter 1 above. We refer here only to the
question of industrial efficiency.

440. The Department of Labour states that sometimes the sailing of a ship has
been delayed because intoxicated members of the crew have not returned to the ship,
but that these occurrences are less now when boilers are oil-fired than when they were
coal-fired. The Department states that there is no recorded case where industrial
disputes have arisen out of the consumption of alcohol. The Department reports that
1t has no evidence that industrial efficiency has been impaired through the consumption
of aleohol (R. 379), but the Secretary of the Department, Mr. Moston, stated that a
former custom for an apprentice to carry drink into a factory does not exist in New
Zealand to-day (R. 760).

441. A member of the Hutt Licensing Committee states that the effect of drink
on industrial efficiency is particularly noticeable in the Hutt Valley. On the other
hand, the Licensing Committees for Motueka, Buller, and Westland state that the
effect of the consumption of liquor on industrial efficiency is not marked (R. 207 and 232).

442. The evidence does not establish that the drinking of alcohol materially affects
industrial efficiency in New Zealand to-day, and we conclude that it does not. The
inereasing tendency over a long period of years to consume beer instead of spirits has
probably contributed substantially to this result. Likewise, since June, 1942, the
reduction in the alcoholic strength of beer has probably been a contributing factor.

443. There has been a general improvement in the drinking habits of the people of
New Zealand. This has been so in other countries—e.g., in Great Britain. Various
causes have contributed, such as a better and a more widespread education, which has
tended to raise an individual’s standard of self-respect; better economic conditions ;
better opportunities for the use of leisure, as in attendance at the cinema, or in the
use of libraries ; lighter beer and a steady tendency to drink more beer and to reduce
the consumption of spirits and of wine. Other suggested causes, such as the limitation
of hours in New Zealand, require further consideration at a later stage in this report.
All we need say here is that, while this improvement has taken place, there has been
much drinking after hours.

444. On the whole, the consumption of alcoholic liquor causes substantially less
drunkenness, 1ll health_ domestic discord, ill treatment of children, or industrial
mefficiency than it did twenty-five years ago and more. During the war of 1939-45
drinking was, as might have been expected, associated with an increase in sexual
immorality, but that has now diminished. In this respect it should be noted that the
licensed vietuallers of Auckland, where there were many visiting servicemen, voluntarily
accepted a scheme proposed by Canon Coates that all women should be required to leave
hotel lounges (where liquor was supplied) at 5 p.m. This scheme was carried out during
the war from March, 1942, onwards.

445. Notwithstanding this steady improvement, the nature of alcoholic liquor
remains the same. Unless a standard of self-respect and of self-control is maintained,
its use readily leads to abuse, and its abuse is always accompanied by evil effects. Its
control is necessary in a form suited to the temperament, the intelligance, and the
character of the people.

CHAPTER 20.—MISCHIEFS IN RESPECT OF THE MANUFACTURE OF
ALCOHOLIC LIQUOR

446. We refer now to the principal mischiefs alleged in respect of the manufacture
of alcoholic liquor.

447. We think that, in general, the industry of manufacturing alcoholic liquors
is carried on in New Zealand with care and skill. Some breweries are more efficiently
equipped than others and the more modern brewery is naturally the more efficient.
It suffers less waste and is likely to produce a beer with better keeping qualities.
Nevertheless, having regard to the quantity of beer produced, we have had very few
complaints of bad quality in the beer as it is manufactured.
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448. The first complaint concerns the lack of sufficient sanitary precautions in
manufacture. Complaint was made to us of the label “ Bottled in bond under
supervision of H.M. Customs,” on the ground that the bottle was dirty (R.2864).
This proved, however, to be an isolated case. Apparently the bottling had been done
in bond at Auckland for a wholesale licensee in business at Eltham—a lawful procedure
under section 30 of the Licensing Act, 1908.

449. Kvidence was also given by the Government Analyst at Auckland that hop
heer (which is not intended to be an intoxicating liquor) had been manufactured under
a Customs license in Auckland which the Government Analyst had certified as unfit
for human consumption. The point made by the Government Analyst was that the
label “ Bottled in bond under supervision of H.M. Customs ™ should not be used
unless the Customs Department took responsibility not only for the revenue, but for
sanitary precautions as well.

450. Evidence was also given by the Government Analyst at Auckland that one
of the most serious sources of trouble in the sale of liquor lies in the washing and
preparation of the bottles. He said that in recent years a number of instances of
dirty bottles had come to his notice. The use of liquor bottles for poisonous materials
such as weed-killer, sheep-dip, and sprays is not uncommon, and if these bottles are
not thoroughly washed serious poisoning may result (R.2869). Furthermore, the
bottles are brown (to protect the beer from too much light and so aid its keeping
qualities and condition) and the inspection of brown bottles is difficult.

451. The hreweries which we saw in Auckland use expensive standard bottle-
washing machines, though the machine in one brewery has the additional safeguard
of washing the bottle out with a brush during the washing process. We understand
that, when prices became normal, the large breweries would be willing to install the
latest machines. Compared with the total number of bottles washed and used, the
number of dirty bottles must be infinitesimal.

452. The second complaint concerns the failure to label accurately. Labelling
is governed by the provisions of sections 209 and 210 of the Licensing Act, 1908, and
by section 12 (2) of the Sale of Food and Drugs Act, 1908.

Under section 209 of the lLicemsing Act, labels intended for labelling bottles
containing liquor must have imprinted thereon *“in plain and legible characters ” the
words ““ Bottled in New Zealand ” and the name of the bottler. Eight sample labels
were produced in evidence by the Government Analyst at Aunckland which showed
that the words ** Bottled in New Zealand ”* were not readily noticeable. In one case,
hereinafter referred to in connection with the administration of the Customs Depart-
ruent, imported spirits of wine were compounded by an Auckland firm into liqueurs
und gin.  The labels gave the impression that the product was that of the Finsbury
Distillery in England. There was, however, printed in small type at the foot of each
label the words “ Bottled in New Zealand by Hughes and Cossar, Ltd.” On the
liqueur label the print was in small black type on a blue ground and could be easily
overlooked (R. 2884 and Exhibit A. 46).

453. Section 210 requires that the labels on any bottles must be destroyed before
the Dbottles are used for the purpose of bottling liquor for sale. Evidence was given
that in Auckland the illicit spivit trade flourished during the war by the use of spirit
bottles with the original labels intact and that high premiums were paid for these
bottles empty (R. 2864). In ordinary times, it seems that the statutory provision is
usually observed. It was suggested to us, however, that the law should require that
labels on bottles should be destroyed before the bottles are used for refilling for sale.

454. Section 12 (2) of the Sale of Food and Drugs Act, 1908, makes it an offence
to sell any food (which includes drink and also flavouring matters or condiments) in
any package which bears any false or misleading label purporting to indicate ‘ the
nature, quality, strength, purity, composition, weight, origin, age, or proportion of the
article contained in the package or of any ingredient thereof.” A package includes
every means by which goods are enclosed or contained.

+--H 38
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455. No complaint has been made on this head as to the labelling of beer. The
evidence shows, however, that some manufacturers of hop beer have for some time
past been inclined to give their product fancy names, though these have caused very
little deception. But with the development of the night-club trade in the Auckland
district two licensed manufacturers of hop heer commenced to bottle an imitation beer
exclusively for the night-club trade. This hop beer was bottled in reputed quart
hottles and labelled as ** XNXX Draught Ale” or " Gold Band Lager,” in close
resemblance to standard liquors and sold for s lightls more than similar liquors. In
addition to any saving in cost of manufacture over beer, the manufacturer of this hop
heer saved the duty of 6d. per -hottle.

456. Evidence was given that Balling Brewerles deseribed the contents of a liguid
they sold as © Rhum Punch.” According to the label, it “ gave you that glowing
feeling.” The contents contained only 23-7 per cent. proof spirit, and the Analvst informed
us that the glowing feeling was due to a peppery extract.

457, A recommendation was made by the Dominion Analyst, with the support of
all his colleagues other than the Government Analyst at Auckldnd that the labelling
of alcoholic ]1qu<>1 sold to the public should be placed on a wniform and roadl]y
understandable hasix (R.511). He submitted that this vesult might be secured if the
aleoholic content of liquors were stated on labels in parts per cent. by volume instead
of by proof spirit. He submitted that the public at large had no appreciztion of what
" percentage hy proof spivit 7 really meant.

458, Proof spirit 1s a mixture of alcohol and water. The standard mixture iy termed
" spirit at proof 7 or 100 per cent. proof spirit.” It contains 49-28 per cent. by weight
or 57-1 per cent. by volume of aleohol. Although this volume is not strictly correct at
all temperatures of the standard mixture, the difference is ignored for Customs and
excise purposes. The system of grading spmts by reference to the standard of 100 per
cent. proof spirit, and so of dm‘oummng the amount of Customs or excise duties payable,
18 well established. The measurement is made by a well-known instrument— Sykes’
hydrometer. Spirits may be  overproof ” or * underproof ” according to their strength,

While the proof spirit standard is retained for Customs and excise purposes in (ireat
Britain, the method of stating alecoholic content by volume is now adopted in the British
Pharmacopeia and in the Canadian Food and Drugs Regulations (R. )(J‘ ).

459, The Customs Department considered that every label for fermented and
spirituous liquors should show the alcoholie content (R. 628). The Department had no
objection to the use of percentage by volume in respeet of heer, wine, medicinal
preparations, hop beer, and the like, but it objected to the use of any measure of alcoholiz
content other than proof spirit in connection with strong spirits such as brandy, whisky.
rum, and gin {R. 666).  The Department considered that the long-established practice
of using proof spirit to indicate the strength of spirits, for which the Department had
suitable testing hydrometers, should be retained.

460. The Government Analyst at Auckland was opposed to any change from proof
wpirit in connection with any liquors. He considered that measurement of alcoholie
content by volume wax no hetter than measurement by proof spirit.  He thought the
significant strengths of proof spirit were well understood by the public.

461. We conclude that, as the percentage by volume is now used in the Brit-ish
Pharniacopeela, the percentage by volume should be shown on the labels of all heer
hottled in New Zealand, aud by proof spirit and by volume on the labels of all wines and
spirits hottled in New Zealand.

We think inquiry should be made to ascertain whether it 1s practicable to require
exporters overseas to specify on their labels the volume and the proof spirit of the contents
of the bottles they export. After importation, the strength could scarcely he ascertained
without opening the bottle.  FEven if that were authorized, the manufacturer or exporter
might be unwilling to entrust the statement of the strength by volume or preof spirit
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to the importer.  Any incorrect deseription on the label would be @ breach of the Sale
of Food and Drugs Act. [f it were practicable, we think that the statement of th-
strength both by volume and by proof spirit on the contents of the bottles imported would
be advisable.

462. (@) Another complaint is that there ix not sufficlent liaison hetween the
Health and the Police Departments i connection with labelling (R. 6650 and 6651).
The position is that aleoholic liquor is a food under the Sale of Food and Drugs Act.
1908. The regulations under that Act (N.Z. Guzette, 1924, Vol. [L, p. 1503) specify
particulars to be placed on labels. Regulation (2) specifies the particulars generally and
includes particulars of the name and address of the manufacturer or seller.  Presumably
the bottler is usually included by these words, but it is possible he may not be.  Regulation
16 exempts the labels on the packages of certain foods, including alcoholic liquors which
are subject to Customs duty, from the necessity of stating the weight, number, or volume
of the contents. Regulations 76 to 80 inclusive make special provisions regarding wine.
carbonated wine, medicated wine, quinine tonic wine, awd quinine tonic waters and
the labelling of these liquors.

The Health Department is charged with the administration of these regulations
and must therefore make inspections i order to ascertain whether they are observed.

{0) Under section 209 of the Licensing Act, 1908, the police are concerned to see that
any labels for labelling bottles containing liquor must have on them the words © Bottled
in New Zealand ” and the name of the bottler. Under section 210, the police are
concerned to see that labels on hottles are destroyed before the bottles are used for bottling
liquor for sale.

{¢) Regulations have also been made under the Health Act, 1920, to prevent the
contamination of food during manufacture and sale (\V.Z. Gazette, 1924, Vol. II, p. 1710).
These regulations deal with the preparation and storage of food and with the bottling
of beverages. The Health Department is charged with the duty of enforcing these
regulations and must therefore make ingpection of premises in order to ascertain
whether they are observed.

463. If practicable, it would be convenient if the supervision of all processes
which went on at approximately the same time were under one control—e.y., the
bottling, with which the Health Department is concerned, may be followed immediately
by the labelling, with which hoth the Health Department and the Police Department
are at present concerned, in premises with the inspection of which the Health Department
is concerned. The trade is in favour of all proper sanitary and police precautions.

PART VII.-—MISCHIEFS RELATING TC THE SALE OF ALCOHOLIC LIQUOR
CHAPTER 21.—AFTER-HOURS TRADING

464, Section 190 of the Licensing Act, 1908, makes it an offence, inter alia, for any
person who during the time at which licensed premises are required to be closed sells
any liguor in such premises or allows any liquor, although purchased before the hours
of closing, to be consumed in such premises.  The penalty mav not exceed £10 for «
first offence or £20 for any subsequent offence.

Section 194 of the Act provides that any person found on licensed premises during
cloxing-hours is liable to a fine not exceeding £2  unless he satisties the Court that he

ras an inmate, servant, or lodger on such premises or a bona fide traveller, or that
otherwise his presence on such premises was not in breach of the provisions of this Act
with respect to the closing of licensed premises.”

465. Regulation 3 of the Licensing Aet Emergency Regulations 1042 (No. 2)
(1942136), made on the 22nd June, 1942, creates the same offences, but goes further
in these respects: (¢) by including sale or supply in a chartered club: and (b) by
imposing a penalty of not less than £2 nor more than £10 upon any person who at any
time during closing-hours purchases or consumes any liquor in any licensed premises

4_*
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or In any chartered club or removes liquor, whether purchased before or after the
hours of closing, from any such premises or club. The regulation protects the sale and
consumption of liquor at meals in the dining-room of an hotel or club between 6 p.m.
and 8 p.m. and also the consumption of liquor by any lodger or his boiie fide guest or by
the licensee or any member of his family or any of his servants. The regulation does
not permit the licensee to entertain his own guests after 6 p.m.: Graham v. Sloan,
[1943] N.Z.L.R. 292.

466. The evidence which we took shows clearly that large numbers of people in
New Zealand have no hesitation in breaking these laws. For various reasons they desire
a drink after hours, and for various reasons the publican or his barman or his barman-
porter supplies them.

467. The actual convictions against licensees for selling liquor after closing-hours
and against persons found on licensed premises after closing-hours from 1935 to 1944
inclusive are as follows :—

— : ’ — I I
—— ’ 1935. | 1936. ‘ 1937. i 1938. ‘ 1939. ‘ 1040. | 1041, | 1942, . 1943 ’ 1944.
| |

! i
661 661 67 736
| !

Against licensees for selling 662

after hours

687 567

910

Against persons found on | 1,821 1,957 2,048] 1,863
licensed premises after i i
closing hours i i | [

| ! ! : :

L6838 1,420 960

The sharp drop in convictions in 1943 suggests that the introduction of the
Emergency Regulations in June, 1942, had a beneficial effect. The rise in the
convictions against licensees in 1944 should, however, be noted.

468. The Commissioner of Police stated in evidence that, in his opinion, after-
hours trading was the main mischief in the liquor trade which required remedy to-day
(R. 1181). Superintendent Edwards, of Wellington, stated that, in the whole of his
thirty-nine years’ service in the Police Force, after-hours trading had been a cause of
great concern to the Police Department. The police had received numerous complaints,
sometimes signed ““ Mother of Children ” or “ Wife,” but convictions were difficult to
obtain because of lack of sufficient evidence (R. 877 and 878). The evidence of other
police witnesses shows that convictions are difficult to obtain because hotels have
“ spotters ” on the watch and because bells are so arranged that adequate warning can
be given and the licensed premises cleared before the police arrive. It is plain that many
people who would regard, say, theft as a crime, have no seruple in demanding a drink
after hours from a publican.

469. The evidence does show that some publicans do not indulge i after-hours
trading, though how many we cannot say. The evidence also showx that there 1s none
i the lock-up bars in Invercargill.

470. The evidence further shows that many consumers desive drinks after hours
because they find it difficult to leave their work in time to obtain a drink in an hotel
before 6 p.m., or, if they reach the hotel before 6 p.m., to have it in a leisurely fashion.
Miners on the West Coast (R. 5386), shearers in the country (R. 1596), milkers in the
country who may be milking from 4 to 7 p.m., and other workers in the country are in
this position (R. 25645). The difficulties which these workers have in obtaining a drink
make it difficult to obtain labour in some parts of the country (R.2549). These
country workers might, of course, purchase or arrange for the purchase of bottled beer
during opening hours and drink it at home. Where 6 o’clock closing is rigidly observed,
as in Invercargill, it is said that this practice is being adopted, but this practice does
not provide the company and social enjoyment which many drinkers desire. For these
reasons there is widespread after-hours trading in the country districts.
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471 There 13 evidence that in the sparsely populated districts after-hours drinking
is concentrated in the week-end. These hotels could not maintain themselves without
after-hours trading (R. 266 and 1596). An ex-policeman (R. 1599) mformed us quite
frankly that, while he was on duty in a country district, he permitted after-hour
trading on the grounds that it was impossible for the country workers to get a drink
within lawful hours (R. 1595).

472, The evidence also shows that there is extensive after-hours trading in the
cities. Some witnesses have frankly confessed that they have had no difficulty in
obtaining a drink, though illegally, in an hotel (R. 1537). The practice appears to be
extensive 1 the towns on the West Coast. One reason for after-hours trading in both
city and country is the right of the lodger to supply his guests. The police say that
persons found on the premises claim to be the guests of lodgers, and that it is difficult
to distingaish hetween those on the premises who are really lodgers’ guests and those
who are not.

473. Another reason for after-hours trading is that the hotels are closed for the
sale of liquor on Sundays. Superintendent D. Scott, who had served in the police in
various parts of the Dominion, including Wellington, Murchison, Picton, Oamaru,
Auckland, New Plymouth, and Dunedin, informed us that a considerable amount of
Sunday trading went on all over New Zealand (R. 5863 and 5870).

474. Licensees could, of course, stop after-hours trading by refusing to supply,
but many do not refuse for these reasons :—

(1) If one publican refuses, another would supply. The first publican would
then lose not only the unlawful, but the lawful trade of the customer (R. 6751 and
7166).

(2) There 1s strong evidence that after-hours trading must be taken into account
m fixing the prices and the rents of hotels, and that many licensees are under the
econoniic necessity of supplying an after-hours trade.  We deal with this matter
m subsequent chapters.

475. We think that after-hours trading is very prevalent in New Zealand, both in
the cities and in the country. It appears to be more prevalent in the country.

The provisions of Regulation 3 of the Licensing Emergency Regulations 1942/136
seem to have had a heneficial effect. Nevertheless, the numnber of convictions recorded
for after-hours trading, either before or after the regulation, mmust be but negligible
compared with the total number of those offences committed during the year. This
means : (1) that the police force is subsgtantially ineffective in stopping after-hours
trade ; (2) that an attitude of contempt for the law is developed on the part of the
large number of licensees and customers who participate in that form of trading ; and
(3) that that contempt is bound to have an unhealthy effect upon the community n
other directions.

CHAPTER 22— EXCESSIVE (GOODWILLS, RENTS, AND PREMIUMS

476. The goodwill which passes on the transfer of licensed premises is the goodwill
which is attached to the premises. This is almost entirely dependent on the license.
Without the license, the value of the custom would be non-existent. The site itself would
probably be of value in respect of other businesses. Accordingly, practically the whole
value of the goodwill of licensed premises which s transferable depends upon the license.

477. The question of goodwilllmay be viewed in two aspects—(1) the payment made
for goodwill on the acquisition of the freehold or leasehold of licensed premises; and
(2) the payment required by the investor in those premises for the purpose of getting a
return upon his investment.
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478. On the purchase of the freehold or leaschold of licensed premises, the goodwill
attaching to the license 1s sometimes separately apportioned, sometimes not. Where 1t
is not, it can be estimated by deducting the value of the land and huildings, as such, fron:
the total purchase-price. The numerous instances we have given of recent purchases
show that the goodwills attaching to licenses are very high (see Chapter 13).

479. The usual method of estimating the value of the goodwill on a purchase is by
reference to the profits of the business over a period—e.g., five years (R.4033). In
estimating the profits, the value of the bar trade in draught beer is very important. In
many cases the purchase of an hotel can be calculated on the number of hogsheads per
week which 1t uses (R. 971 to 974, 2328, and 108Y9). The extensive use of this method
shows that many hotels depend on their bar trade and pay little attention to the
accommodation side of their business.

480. Calculation of the value of the goodwill by reference to the profits takes mnto
account most of the legitimate factors, provided due allowance 1s made for any temporary
increases in profits or for after-hours trading. A temporary increase may be due to
temporary circumstances, such as the presence of public-works camps or military camps.
After-hours trading is so extensive that inquiry into its effect upon profits would he a
businesslike inquiry upon any proposed purchase. :

481, Quite apart from the profits, another factor which affects the value of goodwill
on the acquisition of premises is the competition for them. This competition may force

the price up beyond any economic basis for lawful trading.  We have given examples of
very high goodwills due to competition for hotels.

432. When the purchaser has acquired the frechold or leasehold of an hotel and has
paid an excessive amount for goodwill he has to decide what return he is going to require
on his investment.  He has to decide whether, if he leases the hotel, he is going to recoup
himself for his outlay, or whether he is going to write off the excessive cost and himself
make the loss. If he decides to recoup himself, he can ask a high premium or a high rent,
or both. The premium may be looked upon as rent in advance, but, whether it is or not,
it can still be a payment required by the lessor for the purpose of enabling him to recover
part of s excessive payment for goodwill.  On the other hand, if the lessor decides to
write down his asset to its economic value, on the basis of lawful trading, he decides to
bear the loss himself.

4835, The assistant general manager of New Zealand Breweries informed us that ne
goodwill is charged by the company on the granting of a lease of u freehold hotel. The
company states that, from July, 1938, to July, 1944, the total weekly rentals of thirty-
four of the company’s thirty-nine hotels which were leased to tenants showed a rise in the
aggregate weekly rentals from £743 in 1938 to £753 in 1944 (R. 6880). The company’s
other five leased hotels had only been acquired during that period. It thus appears that
the policy of New Zealand Breweries is not to pass on to the tenant the goodwill which
it has paid in acquiring the freeholds of hotels.  On the other hand, the company states
that, if the company has paid a goodwill on acquiring a lease, the goodwill is charged to
the sub-tenant and spread over the term of the sub-lease in the rental payable. It would
follow from this that the payments of a sub-tenant would return the goodwill paid by the
company. The company would not make a profit on it, but would get its return. The
company states that it is not its usual practice to make a rvental profit on sub-leasing:
hotels (R. 6880).

484, Mr. L. J. Stevens, the chairman of directors of Dominion Brewerles, stated
that the peddling of short tenancies in hotels at high goodwills had been a factor in thr
trade with evil results for many years. He thought the practice could he brought to w.
end if the goodwills became taxable in the wav he had suggested (para. 409, supra. and
R. 6688 and 6703).
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485. Excepting the practice of New Zealand Breweries in respect of its freehold
hotels, we think 1t is generally true to say :—

(1) That a rent is fixed by reference to the amount which has been paid for an
hotel, that those amounts are fixed by reference to the trading of the hotel, that, if
the trading has included substantial after-hours trading, the rentals fixed will tend
to induce after-hours trading in order to make the hotel pay, and

(2) That, if a high goodwill has been paid by reason of competition, that pay-
ment is likely to be reflected in the rental required for an hotel and may be so high
as to tend to after-hours trading.

486. We have evidence that a company adjusted rentals according to the state of the
business of the hotel. Mr. Robinson, a director of Hancock and Co., Ltd., admitted
that he had received complaints from licensees that the rent was too hloh He then saw
the licensees, went into the accounts, and recommended an a,d]ustment to the directors,
who would act upon it if they agreed. When, however, trade increased, the rentals were
raised again. Thus the benefit of an increase in custom due to a puhlic—works camp at
Karapiro went to the company, not to the licensee of the National Hotel, Cambridge
(R. 3847).

487. There is another aspect of the payments for goodwill which appears to be of
minor importance to-day. It is the goodwill charged not by the owner or lessor, but by
the lessee on an assignment of his lease for the purpose of making a profit out of his
leasehold interest. The opportunity to do this occurs practically to-day only when a
lessee has a term exceeding a weekly or monthly tenancy and either the hotel company
with which he deals permits the transaction or is not in a position by any means, direct
or indirect, to stop it.

488. The following examples of sales by a lessee of the balance of his lease carrying
the license were given by Mr. Tuck, the Assistant Commissioner of Stamp Duties at
Auekland (R. 3)69) —

Unexpired Payment received
Hotel, Unexpired Term and Rent. Portion of as (foodwill for
Premium paid. Balance of Lease.
£ £

Albion .. . .. | 6 months; £16 per week . 250 450
City (lub .. .. | 1year+4 months £32 per week . 444 1,750
Kings Arms .. .. | 1year 4 months; £24 per week .. 556 1,600
Rob Roy.. .. .. | 2years 4 months ; £26 per week. . Kyl 2,500

These hotels were all owned by Hancock and Co., and * tied ” under the leases. The
return indicates that these lessees could obtain substantial goodwill payments for short-
term halances of their leases, even where the rents were very substantial.

489. We think that many goodwills have been paid which are much too high, and
that many rents and premiums are also much too high.

490. The views of certain Licensing Committees who have expressed their opinions
upon the point without having the benefit of the evidence we have had confirm this
conclusion. For example, the Licensing Committees of Stratford (R.172), Rangitike1
{R.196), Hurunui (R.237), Christchurch, Avon, Riccarton, and Lyttelton (R.245),
Kaiapoi (R. 252), and Dunedin (R. 263) all express the opinion that excessive rents
or excessive goodwill payments, directly or indirectly, cause illicit after-hours trading.
A majority of the New Plymouth Licensing Committee (R.168) and some members
of the Egmont Licensing Committee (R.176) take the same view. Other committees
expressed the views that no goodwill should be allowed, presumably on the ground
that 1t had bad effects, the most likely of which is illicit trading—viz., the Licensing
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Committees of Palmerston North (R.180), Wairarapa (R.133), Builer, Motueka,
Westland (R. 233), Central Otago (R.266). The Licensing Committees of Wallace
(R. 269) and Awarua (R.274) expressed the view that there should he a reasonable
ceiling on goodwills.

CHAPTER 23—MANAGED HOUSES

491. We are informed by Hancock and Co. that the system uf appointing
managers for hotels was begun in New Zealand when Hancock and Co., having
rebuilt, in 1901, the Grand Hotel, Auckland, which had been destroyved by fire, found
it impossible to obtain a tenant at any rental (R. 3779). We are also informed by the
Campbell and Ehrenfried Co. that that company appointed its first manager in 1917,
after 6 o’clock closing had been introduced by the Sale of Liquor Restriction Act of
that year. At that time, lessees of licensed premises thought they would suffer a
diminution of income, and section 4 of the Act gave the lessee the right to require the
lessor to accept a reduced rent or, at the option of the lessor, a surrender of the
lease. The Campbell and Ehrenfried Co. found that lessees offered very low rentals,
and the company began the appointment of managers.

492. Counsel for the New Zealand Alliance submitted that the conduct of an
hotel by a company throngh a manager who holds the publican’s license is contrary
to the Licensing Act or, at least, to the spirit of the Licensing Act. He submitted
that the Act contemplates that the licensee shall be responsible for the sale of his own
liquor in his own premises, and that a manager, though he holds a publican’s license,
1s a mere servant of the hotel company, liable to be dismissed at the will of the
company and to have his license transferred at any time by the company pursuant
to a blank transfer signed by the manager before taking up his duties.

493. Pruma facie, there is ground for this submission. Both the publicaw’s
license and the accommodation license are issued to a particular person in respect of
particular premises (see forms in the Seventh Schedule to the Licensing Act, 1908).
The sale by any person of liquor without being duly licensed to sell the same or at
any place where he is not authorized by his license to sell the sawe is prohibited by
section 195 of the Act. As the manager has no proprietary interest in the premises,
it may be asked how the publican’s license can be issued to the manager in respect of
those premises.

494. Furthermore, under the ordinary law the company, by virtue of its ownership
of the premises, has the right to conduct business in those premises by its agent. The
manager is its agent. Under the ordinary law, every sale is a sale by the agent on
behalf of his principal, the hotel company, and therefore a sale by the hotel company.
Why, then, it may be asked, is not every sale, for the purposes of section 195 of the
Licensing Act as well as for the purposes of the ordinary law, a sale by the company,
not by the manager; and why, as the company does not hold the publican’s license
to sell, is not every sale an unlawful sale by the company ?

495. The answer given to these questions by an English Court is that the
prohibition under a section similar to section 195 exists only for the purposes of the
Licensing Act and does not extend to all the transactions involved . a sale. For
example, the barman is not licensed to sell, yet he takes the order, delivers the liquor,
and takes the money. It follows that the ascertaining of the person who must hold
the license, for the purposes of the Licensing Act, (101)011(% upon the object of section
195 of the Act. That ob]oc’r, as stated by Lord Rmmna, C. J., in Mellor v. Lydiate
(1914) 3 K.B. 1154, is “ to make the person who conducts and nlanages the business
there transacted responsible to the Licensing Justices for its proper and orderly
conduct and management in accordance with the requirements of the statute and of
the Licensing Justices in pursuance thereof ” (see Luxford, 149).

496. If, however, the licensee is a mere dummy, the position 1s different and the
prineipal requires a license : Dunning v. Owen, (1907) 2 K.B. 237, A manager is not,
however, a mere dummy when he is required to conduet a hotel according to the
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mstructions of the principal or because he is liable to dismissal and to the transfer of
his license at the will of the company at any time. The guiding rule is that where the
manager, while he is the manager, has real responsibility, as between himself and his
principal, for the conduct of the hotel according to the instructions of the prineipal,
he is the person who should hold the license for the purposes of the Licensing Act.

497. It follows from the foregoing considerations that the conduct of an hotel or
accommodation-house by a company through its manager is not contrary to the
Licensing Act. It can only be contrary to the spirit of the Act for those who maintain
that the Act should mean something other than it does because, they say, (@) the Act
imposes all responsibility on the licensee, and (b) the brewery or wholesale companies
are limited, by the Acts which govern them respectively, to sales in quantities of not
less than 2 gallons.

98. We have had evidence for and against managed hotels. The arguments in
favour of them were these :—

(1) That an hotel company can supervise the administration of the hotel and
can exercise proper house discipline.

(2) That the hotel company, having adequate financial resources, can and will
make improvements to the premises more readily and effectively than a private
licensee (R. 2850). Indeed, the hotel company might find it difficult to obtain a
lessee with sufficient financial resources to carry on personally a modern hotel.

(3) That an hotel company, having adequate financial resources, is the only
type of company which can undertake the building of an expensive modern hotel,
and that, having built it, it is in the interests of the company to take the best
care of its investment by giving the best service to the public by direct management.
499. The arguments against managed hotels are these :—

(1) That management is mainly an instrument for securing a profitable outlet
for the company’s beer or liquors.

(2) That inducements are given to managers to ensure that they do their best
to secure large sales of liquor.

(3) That the company can put pressure on its servant, the manager, to keep up
the volume of its sales, and that this is most likely where an excessive amount has
been paid for the goodwill of licensed premises.

(4) That managers, who are often promoted barmen (R. 3997 and 4166), often
give less personal service than a tenant for years with his own money invested in the
business (R. 3050).

500. In considering these advantages and disadvantages, a very important question
is whether the system of management subjects the manager to pressure or to a sense that
he is under pressure to sell alcoholic liquor.

501. The system permits the inducement of large sales of aleoholic liquor. Under
the system as generally adopted before the war managers receive a salary and also a
percentage on profits. Salaries vary mostly from £7 per week to £14 or £15 per week for
a manager and his wife. In some cases, 20 per cent. on the profits was paid (R. 4263). In
other cases more was paid. The manager of Barrett’s Hotel, Wellington, and his wife
were engaged bv Ballins Breweries, Ltd., as follows : £8 per week for the manager, £4 per
week for wife, and 33% per cent. share of the profits. The manageress of the Taita Hotel,
who is the widow of the former manager, was engaged—hy the same company—at £5 per
week and 50 per cent. of the profits.

502. Regulation 17 (1) of the Licensing Aot Emergency Regulations of the 22nd June
1942 (1942 /186), made it unlawful for any person to enter mte a contract of management
if the contract pIondeo for the pavmen‘: of remuneration to the manager at a rate or
rates determined or affected by reference, directly or indirectly, to ’che amount of
intoxicating liquor sold in the premises ¢x to the proﬁ s of the business carried on thercin.
Regulationi‘? (2) required that exis tracts should be adjusted so as to provide for
the payvment of remuneration at rates which were not determined by reference, divectly




H—38 ' 106

or indirectly, to the amount of intoxicating liquor sold in the premises or to the profits
of the business carried on therein. Regulation 17 (3) required that if the parties to the
contract could not agree upon the adjustment the matter was to be referred to arbitration.

503. The two agreements to which we have referred in paragraph 501 entered intn
by Ballins Breweries (N.Z.), Ltd., with the managers of Barrett’s Hotel and the Taita
Hotel respectively are stated by Ballins Breweries to have been determined. but that
the company of its own volition does in fact pay a bonus estimated at the share of the
actual net profits payable under the Xt‘\pt‘(‘tl\ e agreements.

504. Another example of the inducements held out to managers by some Compamm
in order to keep up bar \dles is the allowance known as the * hospltdht\ or “* spending’
allowance. r,[hlb allowance is not referred to in the agreements for service between the
manager and the company which were produced to us in evidence.  The allowance is said
to be intended to place the manager in the same position as a licensee on hix own account
would be when he is spending money in the bar to maintain custom. The difference ix
that the manager gets a fixed amount every week. The amount varies from £2 or £3
per week, but mostly from £4 or £5 per week to £12 per week.

505. No account of the allowance is required by the hotel companv (R. 6758 9).
In a small hotel like the Caledonia, in Symmld\ Street, Auckland, belonging to the
Campbell and Ehrenfried Co., the manager receives a hoxpmxht\ allowance of £12 per
week (R. 4194 and 6927).

In the large Commercial Hotel at Hamilton the spending allowance ix £10 per
week and the licensee-manager s permitted to pay part of the allowance to the bar
manager (R. 3993).

506. The primary object of the hospitality or spending allowanee is obviously to
maintain or increase the sales of liquor in the hotel. Mr. O’Connell, the assistant
manager of New Zealand Breweries, sald he supposed the allowance all came back in
the form of sales (R. 6927). Mr. Wanklyn, of New Zealand Brewerieq sald the company
had made a check at odd intervals which satisfied the company that the allowance had
been used (R. 6805).

507. Another payment made by some companies, which must tend to operate ax
an inducement to keep up the bar sales, is the bonus at the end of the vear. These
hotel companies explain that the bonus is not caleulated ag a percentage on turnover or
profits (R. 3373, 3966, 4719, and 6735). Mr. Ibbertson, of the Campbell and Bhrenfreid
Co., stated that the bonus was ™ considered on the general conduct of the management
(R. 3966). This company, for (?Xamplv. has paid a honus of £200 to the manager of a
residential hotel, as against a bonus of £65 to the manager of a hotel relying on the
beer trade. \e\‘mthek*ss, without reflecting on any particular hotel, the payment of
bonuses to managers, which are apt to be inereased as liguor sales increase, is open to
abuse and may be a breach, at least of the spirit, of regulations which prohibit o
contract of remuncration at a rate or rates affected even indirectly by reference to the
amount of liquor sold or to the profits of the business.

508. An illustration of the effect of the policy of developing the bar salex was given
in the uncontradicted evidence of a witness who had booked in for three or four weeks
in June, 1944, at one of the leading managed hotels in Auckland. He was & manu-
facturer’s representative and in Auckland on buginess in the capacity of a traveller.
He was also a teetotaller, but prepared to spend money in the lounge for his friends
who drank. About the gecond day after his arrival he was told by the licensee-manager
that he was not staying, as the company was not '1(?0111"3;_{1115_1' long bookings. On
protesting, he was subsequently told by a director of the company that he had an
impudence to expect to stay in the hotel, as the manager was turn ing away friends who
were spending £2 or £3 in the hotel, meaning, apparentlv, the bar, ‘but that he would
be found accommodation at another hotel. He objected to that hotel. As a result of
other representations to a member of the company, the witness was allowed to stay
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the full period for which he had booked. The point is that, if the witness had himself

been spending money on liquor, it does not appear that he would have been asked to
leave (R. 1898).

509. On the question of the length of service of managers, it is difficult to reach
any general conclusion. The service of the present managers of the Campbell and
Ehrenfried Co. is shown as from 1} to 12} years with the company. The managers
of Hancock and Co. have served for from about 1 year up to 30 years, the majority having
from 3 to 5 years’ service. In some hotels, such as the Waverley, Auckland, no manager
has stayed long during the period under review. There have been nine changes in
10 years. The present managers of Dominion Breweries have served for from 1 year
up to about 9 years, the majority having from 2 to 5 years’ service. There were four
changes at the Kawakawa Junction Hotel between 1940 and 1944. The managing
director said the managers did not leave because the company was dissatisfied with the
returns of the hotel (R. 4261/2). New Zealand Breweries inform us that their managers
are, and always have been, engaged on a monthly term and at a weekly or monthly
salary (R. 6783), but we have no record of the changes in the managers of this company.
Nor have we for Ballins Breweries.

510. The companies maintain that managers are not dismissed hecause the
returns are not sufficient. On the other hand, Mr. Paterson, S.M., said he had no
reason to doubt informants who told him that managers had to show a certain
percentage on bar returns, and that, if they did not show them, some one came with a
peremptory demand for the keys (R. 6096). Mr. Paterson, in cross examination, modified
certain statements in his evidence, but he did not modify this one. The evidence is
hearsay and we take note of it because it was made by a Magistrate and becuase of
the practice that existed, before the Emergency Regulations of June, 1942, came into
operation, of rewarding managers by a percentage on bar returns or on profits and
because of the continuing practices of paying a fixed weekly spending allowance
throughout the year and of paying a bonus at the end of the year.

CHAPTER 24.—TIED HOUSES

511. Seetion 177 of the Licensing Act of 1908 renders an unqualified tie unlawful,
but a tie in the form of an option to deal elsewhere by paying a higher rent is lawful.

512. Our examination of the conditions of the trade in connection with the Tied
Houses Bill (Chapter 9), and the evidence we have had, show that a tie is also created,
in practice, whenever a brewer or wholesale merchant advances money to a licensee,
whether on mortgage, or chattel security, or by guaranteeing a bank overdraft. The
mere right to withdraw the guarantee is an effective power to ensure that the licensee
shall deal with the guarantor or his nominee.

513. The effect of a tie is also obtained by a short tenancy—e.g., a weekly or
monthly tenancy. Even a yearly tenancy seems to be sufficient.

514. A tie is created not only under leases and mortgages to which the brewer
or wholesale merchant is a party, but under leases and mortgages to which he is not
# party and in which his name may or may not appear. A tie of this kind exists in
leases or mortgages between private individuals. It may arise because a private lessor
or mortgagee desires that a new tenant or mortgagor shall follow the practice of his
predecessor (R.5401). The reduction in the rent or the interest may be expressed to
depend upon the purchase by the licensee of his beer or his wines and spirits from a
namead brewer or wholesale merchant, or from the unnamed nominee of the private
lessor or mortgagee (R. 5401, 5402, and 5516).

We do not know how many of these private ties there are. They came to our notice
Jduring the course of searches of the titles to hotels in the South Island.
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Ties of this kind would not appear in the books of the brewer vr wholesale merchant
as a tie to which he was a party. It follows that the number of hotels shown in
Appendix A as being hotels in which brewers or wholesale merchants are financially
interested does not include those hotels subject to ties which are effective under
private documents of the kind we have deseribed.

515. In New Zealand the tie under the optional rent always extends to draughs
beer and, in form usually to bottled beer, wines, and spirits, and even, in some cases,
to cigarettes and other supplies. In practice, however, at the present time the tie is
not being generally enforced in New Zealand except in respect of draught beer. Owing
partly to the shortage of supplies, most licensees have been permitted to obtain any
brand of bottled beer or of wines and spirits.

516. Evidence was given as to the advantages and disadvantages of a tie. The
advantages claimed were these —

(1) That the brewer or wholesale merchant obtains the power to ensure that
only good liquor is being supplied in the hotel ;

(2) That only one brand of draught beer can be satisfactorily provided in most
hotels and that this 13 ensured by the tie;

(3) That the tie ensures continuity of supply to the licensee (R.3730);

(4) That the brewer or wholesale merchant, generally having more financial
resources than the licensee, can improve the buildings and provide hetter
accommodation than the licensee ;

(5) That only a brewer or wholesale merchant with large capital is able to
build & large modern hotel, and that, in that event, it is reasonable that the hotel
should stock only the liquor supplied by the brewer or wholesale merchant ;

(6) That the service in the tied house is at least as good as in the untied house ;
and

(7) That the co-ordinating of the supply of liquor with the retail demand and
with the power to stimulate the retail demand is a trend in modern business and
that the greatest efficiency, both from the point of view of the trade and of the
public, is secured by bringing the manufacturing, wholesale, and retail trade
required for the conduct of a chain of hotels under one control. The evidence of
Mr. Stevens, the chairman of directors of Dominion Breweries, suggests that in
his view this is the logical extension of the tie under the conditions of modern
business.

517. The arguments against the tied house are these :—

(1) That the brewery company or wholesale merchant exert« a pressure on
the licensee to keep up an average of weekly or monthly purchases so that the
licensee is obliged to push the sale of liquor in order to maintain the profits of the
hotel and the dividends of the brewer or wholesale merchant ;

(2) That rentals are fixed on the volume of trade which often includes the
after-hours trading and induces breaches of the law in order thut the licensee may
maintain his financial position or keep himself solveut ;

(3) That, when adjustments of rent are made by the brewer or Wholesaler,
either up or down, the brewer or wholesaler takes the maximum profit ;

(4) That the tied house is so prevalent in various parts of New Zealand,
particularly in the Auckland Province, that a licensed victualler who desires to be
“ mine host ” on his own account finds it impossible to obtain a satisfactory hotel
for the purpose ;

(5) That the continuity of supplies to the tied house involves a partial distri-
bution of liquor in which the untied houses suffer (we deal separately with this
reason), (see, tnfra, Chapter 25); and

(6) That the tied house supplies only the draught beer of the brewer or
wholesaler.
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518. In considering these matters we regret that we have not had evidence from
the Licensed Victuallers’ Associations, other than two of them. The solicitor for the
Auckland Provincial Licensed Victuallers’ Association gave the following statement
in evidence for the Association (R. 3570):—

The Auckland Provinicial Licensed Victuallers’ Association, through its Executive, desires to
make the following representations to the Commission. It should be stated that the Executive does
not include any persons who are employed as managers of hotels, but is restricted to those holding
leases in their own rights or owning freeholds of hotel property.

The association points out that in recent years a large and increasing number of hotels have been
placed under management by the brewery and wholesale companies and have not consequently been
available for leasing. The attached schedule of hotels sets out the position in the Auckland Provincial
District.

If the present policy of the wholesale companies of acquiring hotels whenever possible and placing
them under management is continued, it is only a matter of time before practically all the hotels
which are worth while pass into the control and management of the wholesale companies.

Another matter which is giving the association some concern is whetlier there is a fair distribution
of stocks amongst all the hotels or whether the wholesale companies which control nearly all supplies
give preference to their own hotels which are being conducted for them by managers. If they do,
this preference must operate to the detriment of the other hotels. o

A further point is that where a brewery company controls the business of an hotel, it supplies only
its own draught beer and usually restricts the other stocks to those which it controls. Customers are
consequently limited in their choice to the restricted stocks carried at the particular hotel which is
being patronized.

Hotels under Management in the Auckland Province

Campbell and Ehrenfried .. .. .. .. .. .. 26
New Zealand Breweries .. .. .. .. .. ..28
Hancock and Co. .. .. .. .. .. .. .. 16
Dominion Breweries .. .. .. .. .. .. .22

Total . .. .. .. .. . .. 90

Hotels leased in the Auckland Province

Campbell and Ehrenfried .. .. .. .. .. o1
New Zealand Breweries .. .. .. .. .. o1
Hancock and Co. .. .. .. .. .. .. .. 40
Dominion Breweries .. .. .. .. .. .. .. 8
Northern properties .. .. .. .. .. .. .. 3
L. D. Nathan .. .. .. .. .. .. .3

Total .. .. .. .. .. .. .. 65
Hotels privately leased .. .. .. .. .. .14

Total .. .. .. .. . .. .. 80

Hotels in the Auckland Province

Managed hotels .. .. .. .. .. .. .. 90
Freehold hotels .. .. .. .. .. .. .. b4
Leasehold hotels .. .. .. .. .. .. .. 80

Total . . . . .. . co224

519. The president and two members of the executive of the Auckland Provincial
Licensed Victuallers Association gave evidence in general support of these resolutions,
though they did not complain of their own treatment by the brewery companies.
They explained also that there was in fact a great shortage of spirits during the war.

520. The only other statement made by a Licensed Victuallers’ Association was
that made in Christchurch by Mr. Durham Dowell, representing the Reefton, Hokitika,
Grey, Westland, Buller, and Motueka Licensed Victuallers’ Association, on behalf of
that association, and also on behalf of the Buller and Westland Provincial Councils
of the Licensed Trade, an organization including the breweries of the districts (R. 5368).
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Mr. Dowell, who was a licensee at the time in a free house (R. 5372), said the relations
between the licensees and the brewery companies were very good (R.3370). The
view expressed by these bodies on the question of tied houses was as follows i—

Houses financed by the trade.~—In our opinion this is not inimical to the public, as those who had
the financing, in their own interests, take every care in selecting persons who will be successful as
licensees.  (R. 5368.)

521. The witness said (R. H378) that there was one managed house in Hokitika
and one in Westport. He thought that 30 per cent. of the houses on the West Coast
were tied houses and that there were more free houses on the West Coast than in any
other distriet in New Zealand.

522. As members of the executives of the Licensed Vietuallers” Associations should
have the most intimate knowledge of hotel conditions from the inside of the trade,
we regret that we did not receive evidence from the New Zealand Licensed Vietuallers’
Axsociation and other provincial associations.

523. In assessing the advantage or disadvantage of the tie, the most important
question seems to concern the pressure upon a licensee to sell liquor because the
brewery or the wholesale company has either (1) fixed the rent so high as to require
the licensee to push the sales to keep himself solvent or to maintain his finances, or
else (2) has a policy of requiring licensees to maintain a regular volume of weekly or
monthly orders. The weight of the evidence is that the existence of the tie enables
this pressure to be exercised.

524. Evidence was given by police officers of representations to them by licensees
of this pressure. h\spector Topdell said that he had had frequent complaints from
licensees that the terms of thelr agreements were too onerous (R. 2974). He admitted
that it was possible the hcenst might not have been telling the truth (R. 2993).
FEvidence t() tne same cffect was given by Constable W. A, Calwell (R. 1413 and 1419)
and by an ex-policeman, Mr. H. H. Lowe (R. 1596).

525. Mr. Robinson, a director of Hancock and Co., Ltd., admitted (R. 3346) that,
over a period of years, licensees of his company had complained from time to Tlmu
that the rent was excessive. We have already referred to hl.s method of dealing with
thege complaints (para. 436, supra). .

526. Mr. J. B. I)onald, a well-known merchant of Auckland. said that tied housex
were an cvil needing close investigation to ensure that those in charge of these hotels
were not bound by their agreements with their principals to go at top speed. Cross-
examined (R. 3028), M. Donald said :—

I do not see any necessity to break the tie because if breweries own twenty or fifty hotels they
naturally would w, ant to have their own liquor consumed on the premises. I had in mind that somo
means should be devised whereby they should not be driven at w haL I call extra top speed all the time
to get as much as possible out of the hotel.  Say, for argument’s sake, an hotel is supposed to turn over

£500 2 w eeck, and another man is put in in place of the one just gone out, and it may fall down to £450
Then there is trouble and they want to know what the trouble is, and he is spuuv(l on to make it up
to the £300 or a little better. That may lead to evils, and I think, personally, it does.

527. The following twenty-six Licensing Committees expressed themselves as
against tied houses : Auckland, Otahuhu, Waltemata, Remuera, Onehunga, Thames,
Hamilton, Waikato, Raglan, Rotonm Waipawa, New Plymouth, btmtfmd \lerdmpu,

Rangitikei, Buller, W estldnd, Motuekd, Christchureh, Avon, Rucax‘ton, Lyttelton,
Timaru, Temuka, Waitaki, and Central Otago. The other Licensing Committees
express no opinion upon the point. No Licensing Committee expressed itself as being
in favonr of tied houses.

(HAPTER 25.—ALLEGED UNFAIR DISTRIBUTION OF SUPPLIES
528, As between Wholesale Merchant and Retailer.—The Auckland Provincial Licensed
Victuallers” Association in its statement to the Commission (quoted above, para. 518)
caid it was concerned with the question whether there was a fair distribution of stocks
amongst all the hotels or whether the wholesale companies which control nearle all the
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supplies were giving preference to their own hotels which were being eonducted for them
by managers. The witnesses who gave evidence in respect of this statement did not
give any instances of unfair discrimination and said they had not experienced any themn-
selves. They spoke only of a complaint by some other licensees. They pointed out also
that spirits were in short supply owing to the war. In our opinion. no evidence was
given on behalf of the Auckland Provincial Licensed Vietuallers’ Association which
established unfair diserimination.

529. Since we sat in Auckland the proprietor of the New Wairoa Hotel at Wairoa
has made a complaint. This hotel was held by New Zealand Breweries under leage for
five years, expiring on the 31st May, 1945. During this period the company managed
the hotel and kept it supplied with spirits. When the new proprietor took over in June.
1945, he applied to New Zealand Breweries for a supply of spirits. The company replied
that it could not supply him as the house had not dealt with the company in 1938. This
answer was in accordance with the ruling of the Minister of Customs—viz., that licenses
granted for the import of spirits and wines were subject to the condition that the importer
would ration supplies pro rats among other merchants, clubs, and hotels, as a minimum
allocation, according to quantities supplied by him in 1938. As then the new Wairoa,
Hotel did not deal with New Zealand Breweries in 1938, the proprietor has no complaint
against the company. Moreover, wholesale merchants are not likely to have any surplus
beyond the needs of their 1938 customers. The merchant is allowed 50 per cent. of the
1938 imports, but, as the price of spirits has gone up, the merchants declare that they
get approximately only 30 per cent. of the 1938 quantities.

530. As befieen the Retasler and the Public—Oun behalf of the medical profession of
Rotorua, Dr. Bertram said that some licensees in Rotorua, while selling whisky and
brandy in their bars, refused brandy or whisky for urgent medical cases. He said that
this occurred during the shortage of spirits which began after the war, but ceased after
a protest which he made to the Hon. Eliot R. Davis in April, 1942. Accepting the facts
stated by Dr. Bertram, we do not think that the complaint constitutes a mischief of the
liquor trade. If these supplies should have been made available for medical purposes, then
either the Health Department or the New Zealand Branch of the British Medical
Association should have taken steps to see that brandy or whisky was made available.
No such steps were taken, and, in fact, other and more suitable drugs are, we understand.
available for the purposes for which brandy or whisky may be ased. '

CHAPTER 26.—INADEQUATE ACCOMMODATION IN BARS

531. The Licensing Act refers only to a public bar, which is defined by section 4 of
the Act as meaning any room, passage, or lobby in any licensed premises open immediately
to any street, highway, public place, or public thoroughfare wherein the public may enter
and purchase liquors. Private bars hecame common in New Zealand (apparently from
about the year 1903) owing to a decision of the Supreme Court that a licensee did not
contravene the provisions of the Licensing Act, which prohibited the use of more than
one bar, by opening a room in his licensed premises wherein the public might enter and
purchase liquor, if such room did not open immediately on to a street, hizhway, public
place, or public thoroughfare. Such rooms became known as “ private bars” to dis-
tinguish them from the public bar as defined by the Licensing Act (per Sim, J., in
Mason v. Kelly, (1913) 32 N.Z.L.R. 1048 at 1049).

532. The legality of the private bar was recognized by the Legislature when, by
section 2 of the Barmaids Registration Act, 1912, 1t amended section 36 of the Licensin;z
Amendment Act, 1910, and thereby prohibited the employment of unregistered barmaids
in a private bar as well as in the public bar of any licensed premises. '

Private bars have various names, as, for example, *“ lounge bar ”—i.e., a bar opening
on to the lounge of the hotel ; ““ house bar,” meaning the same as lounge bar; “ tavern
bar 7 ; “ cocktail bar”’; &e.
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533. The bars in which working-men drink have been described to us as “ gloomy,
badly lit, ill ventilated ”” (R. 2736). Many of them lack a bright or cheerful appearance.
Many of them have no chairs or tables. In some cases the private bar affords more
amenities than the public bar. It is usually smaller and more secluded. It may be
upstairs. In some cases there are tables and chalrs.

534. On the other hand, there is evidence that some private bars do not differ from
a public bar, save in these respects, that the private bar does not open directly to the
street and that there 1s a description * Private Bar ” over the door. Nevertheless, higher
charges are made in these private bars than in the public bars. On this point the repre-
sentative of the Otago Labour Representation Committee was asked whether there was
any justification for a difference in the price in a private bar and a public bar where,
in both cases, the customer stood at the bar and was served over the bar. He replied,
 There 1s no justification at all, for the simple reason that the barmen are paid the same
wages ; the liquor is bought at the same price ; it comes from the cellar in the same way ;
it is served out in the glasses in the same way ; and in each bar you stand the same way—
so I do not know why there should be any difference in prices.”

535. The general distinction between the private bar and the public bar appears to
be that the private bar is more frequented by the white-collar workers, while the public
bars are more frequented by the manual workers who want the largest container scld
(R. 1678).

536. In general, the bars afford enough room for those who wish to drink during the
greater part of the day. During this period there would in most cases be room for some
chairs and tables in the public bar. The position changes radically between 4 p.m. and
6 p.m. in the public bars and in some of the private bars. The public bars become very
much overcrowded. Men stand four or five deep. Handles of beer are passed over heads
to and from the rear ranks. Complaint is made that when refills are required, the barman
fills several at one time and that the overflow from one glass may contaminate another.

537. The conditions during the period between 4 p.mn. and 6 p.m. have been described
to us in strong terms, of which we choose one of the least forcible and say that many
customers consider the conditions to be *“ disgusting,” particularly when compared with
the conditions which exist abroad, where a customer mayv sit at a table to drink. The
Health Department considers that these crowded conditions involve hazards to health
from overcrowding, the excessively rapid consumption of liquor, and the lack of vroper
hygienic standards in the washing of drinking utensils (R. 345).

538. The removal of these conditions depends on two questions (—

(1) As to what kind of drinking is desirable ; and
(2) Whether the alterations required for that kind of drinking are practicavle.
539. On the first question, the Commissioner of Police and other police witnesses
prefer -—
(I) That all bars shall be public and open directly on to the street ;
(2) That there shall be no bars upstairs ; and
(3) That drinking in bars shall be vertical.

The police witnesses admit that they are influenced in these views by a consideration of
what would make for the most effective enforcement of the law and for the detection of
drunkenness by the police and the barmen. On the other hand, there i1s a large volume
of evidence from social workers, representatives of the churches, returned soldiers, and
ordinary customers who prefer that, if there is to be drinking, there should be provisien
for drinking in a leisurely manuer, at tables, in accordance with the standards which
would be observed in a man’s home or club.

540. We do not consider that the rigidity advocated by the police is practicatle or
desirable. We think that the private bar serves a useful purpose in much the same way
as the provision of first-class accommodation on trains and steamers. Those whe are
prepared to vay more should have more comfortable conditions. We think also thag
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there is no inherent objection to a private bar upstairs, provided that it is a defined place
and provided that the number of private bars is specified in the license. What the police
most need to know are the exact places in the hotel in which liguor can be sold. We
think also that there should be provision for both standing and seated drinking, both
in the public and in the private bars, but more particularly in the private bars.

541. On the second question, as to whether these alterations are practicable, we
think that many brewery and hotel companies could easily have improved the conditions
for drinking in their bars in times past, if they had been so minded. They have mad.
very large profits, but have not chosen to attempt to improve the drinking habits of their
customers by providing enough space for chairs and tables in the public bars.

542. To-day there is, we think, more demand for leisurely drinking, while seated,
as a man would drink in his own home and as is provided in licensed premises both in
Europe and in America. An example of what can be done in New Zealand to-day was
given by Mr. Luxford, S.M., who instanced the case of the Newmarket Hotel (R. 6537),
where there was a public bar for some five hundred or six hundred people with room for
all, and where some customers were sitting down, drinking quietly, and talking.

To ensure, however, the improvement of all hotels in this manner would require an
adequate form of control.

CHAPTER 27—THE USE OF DREGS AND OTHER INSANITARY
PRACTICES IN BARS

543. The word *‘ dregs >’ refers to the drippings from the taps in a bar and to the
overflow from the glasses as they are filled. These dregs are sometimes called ““ swill
(R. 2295) or “slops” (R. 3388). When they are mixed with beer for sale, the resultant
liquid is colloguially known as ““ Wompo ”” (R. 3370). The term has heen in use among
barmen for as long as one experienced licensee could recollect—from twenty to thirty
years (R. 3399 and 3411), and it is also known to the man in the street (R. 3400).

544. The drippings may contain some froth or fob from the keg and also some
sedimentation which might have to be run off at the foot of the keg. For the most part,
however, the dregs consist of the overflow from the glasses as they are filled.

545. Dr. F. 8. Maclean, of the Health Department, said that dregs may be grossly
contaminated (R. 563 and 747), and that they should not be used for human consumption.
A glass may have been used by a man with tuberculosis or with some other disease
which could contaminate the glass. When a customer asks for another drink in the
same glass, the glass is not then washed. On the refilling, the drippings may carry
the germs of contagious disease into the drip pan.

Dr. Maclean said that the Department had had complaints from time to time during
the last five years, and also fairly recently, concerning the sale of dregs, but had not had
the evidence on which to found a prosecution (R. 747).

546. Other evidence has been given to show that dregs are sold to the public and
that complaints have been made by customers to barmen. It is a common practice in
hotels which sell beer from kegs to have a tray without a waste-pipe underneath the
tap. A tray may hold half a gallon (R.2559). If there is no reason for keeping the
dregs, there ix no need for a tray without a waste-pipe.

547. Where delivery is from a tank, there appears to be no need for the trav, and
no complaint is alleged against that form of supply.

548. The daily quantity of dregs collected by means of the trays varies with the
trade of the hotels. The licensee of one hotel at Newton, Auckland, indicated that the
quantity of dregs at his hotel might be from 2} to 3 gallons a day (R. 2295). Another
witness estimated that at another hotel in Auckland there were from 5 to 8 gallong a
day, and on Saturdays as much as 18 galions (R.3371). Prima facie, gallons of becr
are worth saving by those who can sell them for profit. The evidence shows that the
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companies allow the hotels a certain percentage for waste, and that waste or “ dregs ™
slips are supplied so that returns may be made by the hotels to the companies. On the
other hand, there is evidence that these waste slips may not always be used (R. 2582).
Whether they are nsed or not, the main question is whether dregs are collected for sale
and sold. .

549. Evidence was given before us by three men who had been employed as barmen
in Auckland hotels, but were employed in other occupations when they gave evidence.
Each of them said that, in the bar in which he had worked, he had personally seen dregs
saved and poured into barrels and resold to the public. Each witness spoke of different
bars, save in one case where two witnesses spoke of the same bar, but of different occasions
in that bar. The evidence of these three witnesses was denied by the licensees and by
barmen in the hotels In question.

550. The first witness to give evidence had let it he known that he would give
evidence, and he had been threatened with violence by a licensee if he did so. The
other two witnesses came forward voluntarily because of the newspaper report of the
evidence of the first witness and, one of them said, he came forward because of the
denials of the first witnesses’s evidence. In our view, it is only fair that these ex-barmen
should have our opinion upon their credibility. Having seen all the witnesses and taken
into account the cross-examination of all the witnesses and comment by counsel, we have
no hesitation in saving that the evidence of these three men was reliable and should be
accepted, and that the evidence of the licensees and of the barmen to the contrary was
not reliable and should not be accepted.

551. The first witness, who gave most of the evidence, had not previously complained
to the police or the Health Department. He had, on one occasion, tried to see the
secretary of the Hotel Workers” Union, but had not succeeded. He had, however, written
a letter to a Wellington newspaper, dated 13th January, 1945, concerning his complaints,
which was not published in the newspaper, but which he had circulated to various uniors
and workers whom he knew.

The evidence of one complainant was properly criticized on the ground that he
had been convicted in December, 1940, of selling liquor without a license (R. 3374) and
that he had denied doing so. The explanation of his denial was that he had not sold
the liquor, but had had a lottery or “ tarpaulin muster ” in order to pay for the drink.
Taking the conviction into account, we, nevertheless, think that the evidence which
he gave before us was reliable. ,

552. Evidence was given by a licensee-manager that his company had given him
instructions that he was not to use slops (R.3398). We do not assume that any
company would have approved the practice, and we think that, as the complaints were
not conveyed to the employers at the time, we should omit the name of any hotel in
question in this formal report. Nevertheless, we think we should state the facts which
were proved.

553. During a period of five months in 1941 (R. 3393) dregs were saved at a managed
hotel in Auckland by being poured from the drip-trays into jugs, then into a buckm,
and, after 6 p.m., poured by the barmen through a funnel, with a cloth over it, into two
ba.rrels which were standing in a corner behind & wooden screen, whence the contents
were passed by gas pressure back te the taps on the counter (R. 3389 and 3394 and
2563). The object of the cloth or towel was to strain out foreign matter. This return of
* the dregs to the barrels for sale again to the public was done with the knowledge of the
licensee and with the authority of the head barman. It was done every night of the
week. Sales were made of these dregs by partly filling jars or riggers brought in by
customers, who did not require to take them away immediately, and then by “ topping
off ” the jar with new beer (R. 3339).

554. The same practice occurred at the same hotel during a period of three weeks
from the 30th January, 1942, to the 20th February, 1942 (R.2567). The witness
explained that, for the purpose of putting the dregs into these barrels behind the wooden
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sereen, which were in a large private bar, the supply system was disconnected and the
“dregs poured in through a funnel with a towel over it. The licensee was often present
and was fully aware of the practice.

555. At another managed hotel of the same company in Auckland, where . the
witness worked for about two and one-half weeks between 17th Aprl, 1942, and
4th May, 1942, the barmen were instructed by the head barman that the slops were to
be collected in buckets, including the dregs in the glasses (R. 3370). Every night the
dregs were put into a barrel on the counter, and that barrel was turned on end so that
the barmen in the morning would know which was the slop barrel. In the morning a
keg of chilled heer was used to give life to the dregs. The resultant “ Wompo ”* was then
served to the public on the instructions of the head barman (R. 3370 and 3371). The
witness had not seen the licensee present when this was done (R. 3371).

956. A similar practice was adopted at a hotel then leased by a company on a two
years’ lease, during the period of a month in 1942 when the witness was employed at
that hotel. The dmps from the pans under the taps were run into a bucket. After
6 p.m. the head barman knocked the top out of a barrel on the counter and put in a
funnel with a towel over it and poured in the dregs. The witness stated that on several
oceasions when the barman had had a busy day, no towel had been placed over the funnel,
with the result that he had seen a fly or several flies, or bits of tobacco coming through
the tap in the barrel into the glass. If customers had complained to the witness, he had
replenished the glass without charge. The pouring-in of the slops into the keg was
done overnight. “The licensee at the time was often present and was fully aware of the
practice (R. 2532 and 2556).

557. The same witness gave evidence of a similar practice which was in operation
during a period of one week in February, 1944, at another hotel, which was under lease
“from a company (R. 2651). The witness gave a week’s notice as soon as he observed the
practice (R.2558). The pouring of the slops into the barrel, which was at that time
placed on the counter of that hotel, was done after 6 p.m. on week-days and after 2 p.m.
on Saturdays (R. 2583). The head barmen was a party to the practice, and the licensee
was fully aware of it. The customary way of using the dregs at this hotel was to fill
a glass two-thirds out of the dregs barrel and then top off with fresh beer (R. 2564).
This witness explained how he had not sold any of the slops up till 12 o’clock, and the
head barman, after he had disposed of his lot of slop beer, came down to the witness
and said there was a fresh barrel on the keg, that the witness could go there, and it
would be quite all right. The head barman then worked off the slop beer that witness
was intended to work off (R. 2564).

558. The same witness gave evidence concerning another managed hotel near
Auckland. The slops were here kept in two or three white jugs (R. 2568). On two
occasions, each on a Saturday after 2 p.m., the witness saw the licensee-manager putting
the dregs back into a barrel (R. 2583 and 2580).

559. The evidence given in Auckland was sufficient for our purposes, and we did not
ask for evidence concerning dregs in any other centre.

560. One of the strange circumstances is that most of the barmen with whom the
principal witness spoke appeared to accept the practice. The witness suggested to us
that the reason for their failure to join him in exposing the practice was that, once a
barman became a head barman, his aim was to become a licensee, and that he Would not
wish to damage his prospects (R. 2590). No evidence was produced to show that barmen
made a pecuniary gain by selling the “ Wompo ” on their own account. I, howéver, the
yeturns of waste asked for by the hotel company on dregs slips which it supplied were
dualy made by the hotel to the hotel company and the latter allowed for the waste in the
Lotel returns, the hotel would have some fund in hand which could bhe disbursed without
the necessity for account to the hotel company. Another reason for the practice was
given by Mr. Paterson, S.M., when he said (R. 122) :—

A common practice to help to keep up bar percentages is to empty the dregs of glasses into the

buckets under the bar and later run them back into the casks—a most undesirable and insanitary
practice.
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561, Allegations were also made in evidence before us that the dregs were used for
bottling beer, but the witness who made the allegations would not supply specific
instances, and we did not pursue this matter (R. 2419, 2434, and 2435).

562, Strong allegations, which we think are well-founded, have also been made to us
concerning the dirty water in the sink in the bars for washing glasses and the dirty
towels for drying them (R. 2560 and 2736). It is apparent that at rush hours in some
hotels it 1s difficult to get hot water. Between 4 and 6 p.m. it may be required by the
chef. Some hotels have an independent hot-water system for the bars. Some hotels
have no hot water at all for washing glasses.

563. It 1s a fair inference from the evidence as to the conditions in the bars that
their inspection by the Health Department has not been satisfactory. To carry out an
efficient inspection, an Inspector would need to be on the premises after closing-hours.
The need for better control may also be inferred from the detailed suggestions for the
improvement of hygiene in bars made by the Federated Hotel Workers® Union (R. 7147).

564. We conclude :—

(1) There is need for effective measures to prevent the use of dregs. If drip
trays are permitted, it should be compulsory to have in them Condy’s crystals.
Alternatively, the drip tray might be so constructed that the dregs could run away
as they fell, but the outlet pipe would need to be fashioned so that it could not be
readily blocked.

(2) There is need for more effective supervision of bars by the Health Depart-
ment. Visits should be sufficiently frequent and at irregular intervals and sometimes
at and shortly after the closing-hour.

(8) There is need for proper hot water and sterilizing-plants in the bars just as
in milk-bars: need also for more clean towels. “ Hot water,” it should be noted
is defined by the regulations to mean “ water of such temperature that all grease
and fat is at once liquified and removed from the surface of articles’ which are
plunged therein ” (Reg. 7 (8) of the Regulations under the Health Act 1920—
N.Z. Gazette, 1924, p. 1712).

CHAPTER 23 —THE SAME PRICE FOR DIFFERENT MEASURES

565. There is widespread public dissatisfaction with the method of charging the
same price for a 12 oz. handle and a glass of any lesser quantity. Practically all classes
of workers, other than those directly connected with the trade, are opposed to a practice
which would not be tolerated with other goods. On the face of it, it is absurd that the
same price should be charged for a 12 oz. handle of beer as for a 5 oz. glass of beer.
Another reason against the practice which was given by a witness with an apparent
knowledge of drinking habits was that the present system tended to increase drunkenness,
because the drinker tended to seek the best value he could get (R. 2424).

566. In 1935 the Labour Department considered the question whether the retail
trade in alcoholic liquor could be regulated under the Weights and Measures Act, 1908.
That Act applies only where goods are sold by standard weight and measure (R. 757).
The Department ascertained at that time that it was not the custom in New Zealand for
liquor to be sold by standard weight and measure. Beer was sold by the handle, which
was reputed to contain 12 fluid ounces, or by a medium glass or a pony glass. Orders
were sometimes given for ““ long beers ” or ©“ medium beers ” or ““ small heers.””  None
of these represented standard measure.

567. Spirits, the Department was apparently informed in 1935, were not sold by
measure at all. It was said that when a customer asked for whisky, the bottle was
placed in front of him and he poured out what he wanted. Subsequently an American
type of measure, known as a ““nip,” was used. Though there were so-many nips to the
bottle, the nip was not a standard measure (R. 757).

568. The Labour Department did not proceed with its proposal to fix standard
Imeasures.
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569. The evidence against the proposal to fix standard measures and standard prices
came mainly from representatives of the brewery and hotel companies. They thought
that the obtaining of glasses of different sizes and the handling of them and of different
amounts of cash would be difficult in practice. They also thought that freight charges
and breakages during carriage must make for differential prices. On the other hand,
Mz. ixelhhe of Donnmon Blewerles, although not in favour of a proposal for two
standardized measures and prices, thought ‘fhat that proposal could be carried out
(R.4269). One licensee was definitely in favour of standard measures and prices
(R.3949). Another licensee sold beer mostly in two sizes, a handle and a medium, and
did not appear to experience any trouble in so doing (R. 2304). Mr. Wise, of the Price
Tribunal, also said that it would have been possible for the Tribunal to have made a
half handle of 6 oz. available for 4d. and that it might be practicable in post-war years
to fix standard measures and prices, though he thought it had not been practicable
during the war years (R. 6173 and 6174).

570. With regard to the actual handling of standard measures, we cannot think
there is any real difficulty. The evidence of the Federated Hotel Workers® Union,
which represents the barmen, is in favour of standard prices and containers, even
containers of different design so long as they are of standard measurement (R. 7153).
Furthermore, in Petone the Petone Working Men’s Club seems to have had no difficulty
in selling beer in three sizes at proponlonate prices—viz., 12 oz. for 7d., 9 oz. for 5d.,
and 5 oz. for 3d. (R. 6232).

571. In England and Scotland a standard imperial pint and half-pint measures are
compulsory. All beer glasses are officially stamped with the Royal Crown and marked
to show the pint imperial and the half pint (R. 1539 and R.5624). A retired English
publican, Mr. H. G. Batchelor, gave this evidence as to Great Britain :(—

If you asked for a half pint they have to serve you in a measure stamped a half pint. The same
with the pint. Also there, if you are having a pint of beer, you finish your beer and push the glass
over and say ** Just give me a half, George.” He will take your pint measure and serve you in a half-pint

measure.

He is bound to do that by law ? . . . . Yes, it is illegal to serve a half pint of beer in a
pint measure.

Speaking as an ex-licensee in England, did you find any disadvantage or difficulty in conforming
to the practice of selling liquor by standard measure ? None whatever (R.5624).

Similar evidence was given by Mr. F. H. Greenaway, Public Accountant, of Lower
Hutt (R. 1539).

572. Little attention was directed to the provision of a standard measure for
spirits, but the principle is the same. Mr. Greenaway advocated the standard adopted
in America, where whisky glasses are marked to show the 1oz. or 2oz measure
(R. 1539).

573. The Price Tribunal took the view during the war that if prices were
differentiated according to the measures the profit on the sales of the small glasses at the
same price as that of the large glass would have been lost, and that if the licensee were
to carry on his business on a reasonably profitable basis the price of the 12 oz. handle
would have had to be raised above 7d. Hven if this were so, the principle would not he
affected, but the question whether the Price Tribunal's view was correct 1s open to serious
doubt. In this respect the following points may be noted :—

(1) The Britomart Hotel, in Customs Street, Auckland, in which the licensee
has a large overhead, makes a large profit by selling only 12 oz. handles of
beer for 7d.

(2) Mr. Wise, of the Price Tribunal, understood from the figures supplied to
him that hotels during the war were returning substantially less than 50 per cent.
on cost of their trade in liquor (R. 6179), whereas the gross profit on cost of the
liquor trade made by four companies in Auckland whose trading accounts were
reviewed by us was respectively 52:6 per cent., 54:1 per cent., 56 per cent., and
69 per cent.
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(3) Mr. Wise declined to accept the figure of 50 per cent. on cost as being the
gross profit on a 12 oz. handle, and said that he understood the figures had ranged
from 20 per cent. to 25 per cent. He said the former figure could not be a weighted
average (R. 6190). There is, however, a very big discrepancy.

(4) The Price Tribunal made no special survey of the financial position of
hotels when 1t fixed the price of beer in May, 1942 (R. 6160).

(5) After this price was fixed, very large amounts were paid for the goodwills
of hotels.

574. For these reasons, we are by no means satisfied that the view of the Price
Tribunal that standard prices and measures would have resulted in an increase in the
price of the 12 oz. handle beyond 7d. was correct.

We appreciate the fact, however, that the Price Tribunal was not charged during
the war with the duty of altering existing business practices unless it was expedient to
doso. The Tribunal acted with the knowledge of the Government, and it may be assumed,
therefore, that the Government did not think that an alteration was advisable durma
the war with respect to beer. It iy difficult to review decisions made by reapon»lble
authorities during a war, and we do not consider that we should express a view that
standard measures and prices should have been introduced during the war. On the
other hand, we think that the provision of a 12 oz. handle for 7d. only if asked for was
not a satisfactory way of fixing the price. The price was first fixed on the basis that
the trade would be responsible for introducing the 12 o0z. handle in the four cities
(para. 278, supra). If the 12 oz. handle was not available as the regular measure for
7d., the price should have been fixed in relation to a handle that was so available.
There is, indeed, evidence which we accept to show that the 12 oz. handles disappeared
very quickly from many hotels (R. 104 { and 1752).

.H75. We think that standard prices for standard measures of beer are practicable.
Ve think the English practice of marking separate glasses for standard quantities of
heer should be adopted, every glass to be officially stamped. We do not think the
glasses need be all of the same type or design, so long as they are of standard measurement.
We think that a separate maximum price should be fixed for each standard quantity
and, if practicable, the same maximum price for each standard quantity throughout the
Dominion.

576. We think, also, that standard prices for standard measures of spirits are
practicable, as in the United States of America. Glasses for spirits should be officially
stamped with the standard measures. In New South Wales under the Liquor Amend-
ment Act, 1946, spirituous liquor must be contained in a glass or other container marked
to indicate a full fluid 1 0z. measure.

577. It should be made illegal to sell any of the specified quantities except in the
duly marked glasses.

CHAPTER 29.—THE EMPLOYMENT OF BARMEN WHO DO NOT DISCHARGE
THEIR RESPONSIBILITIES TO THE PUBLIC

578. A barman is an employee with special duties. He has not only the duty of
any ordinary servant of supplying the order of a customer at the proper price and of
accounting faithfully to his employer for the payments he receives, but he has also some
duties which he must perform, on behalf of the licensee, in the interests of the public.
He has the duty of determining the state of sobriety of a customer and also whether he
or.she is under age or is a prohibited person. He has the duty of refusing customers,
if they ask for drinks after hours ; the duty, too, of refusing to put dregs into beer and
of refusing to sell the mixture, if they are put in; the duty also of preventing betting
on the licensed premises. The capacity of the licensee to perform these duties would

taken into account when a license was granted to him. Yet, when the licensee takes
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over his hotel, these duties are for the most part discharged by his barmen, who, in the
bar, become the eyes, the ears, and the will of the licensee. Clearly then, good character,
a sound judgement, and tact are reqmred for the proper discharge of the very real
responsibility of a barman.

579. There is evidence from which it may be inferred that some barmen fail to
discharge their duties. We have dealt with after-hours trading and shown that it is
very prevalent. It is said in the statement of the Federated Hotel Workers’ Union
that 90 per cent. of the barmen finish work a few minutes after 6 p.m., and therefore
that they are not the men who are engaged in after-hour trading (R. /146) Even so
the other 10 per cent do not finish at 6 p.m. and the shifts of barmen may vary.
Furthermore, statistics supplied to us show that convictions are regularly obtalned
though the convictions are not numerous, for supplying liquor to intoxicated persons,
and to prohibited persons (R.338). Convictions, considerably more numerous, are
regularly obtained for the supply of liquor to persons under twenty-one years of age.
These are as follows : for 1935, 12 convietions ; 1936, 27; 1937, 54 ; 1938, 48; 1939,
73; 1940, 32; 1941, 76 ; 1942, 95; 1943, 54; 1944, 43 ; (R. 338). We have also dealt
with the question of dregs and need say no more about the possibility of the participation
of barmen in that practice. We have the evidence of the Federated Hotel Workers’
Union that there is a little bookmaking done in bars, but that the employers do not
countenance it (R.7168). On the other hand, another witness said that on the West
Coast every hotel is a bookmaker’s agen’c on race days (R. b427). We also have evidence
from a barman of seven or elght years’ standing that during his years of experience he
had known of “ quite a few” barmen who had been conﬂcted in the Criminal Court,
including six for theft (R.5922). There have also been recent convictions of barmeﬁ
for bookmaking in four separate hotels in Christchurch.

580. The weight of the evidence before the Commission is heavily in favour of the
registration of barmen. The Commissioner of Police, three Superintendents of Police,
and other police witnesses who gave evidence before us all advocated registration. One
licensee was in favour of it Wlth a provision for the employment of an unregistered
barman, provided that he registered within a certain time (R. 4565). One Magistrate
(Mr. Coleman) was in favour of it (R. 5996E). One Magistrate (Mr. Luxford) opposed
it, on the ground that a good licensee should be able to handle a barman and make him
do proper work (R. 6534). The Salvation Army supported it (R. 6599). Twenty-seven
Licensing Committees support registration; twenty-nine expressed no opinion. No
Licensing Committee expressed an opinion against registration.

581. The attitude of the trade towards the registration of barmen has been incon-
sistent. Among the immediate reforms proposed in the corporate control proposals
which were supported by the trade was the following :—

That no man shall act as a barman without a license granted by the Licensing Committee, or by the
Chairman and any two members thereof. Provided that a man may be employed as a barman for any
period not exceeding fourteen consecutive days without a license. That all convictions against a
barman should be endorsed on his license ; that his license should be cancelled after three endorsements.
That every barmaid be required to make a statutory declaration before a Magistrate that she is entitled
to hold a license under the existing provisions of the law. (Para. 204 (6), supra.)

No steps were taken to carry out this proposal.

582. In his opening address for the trade Mr. Cooke, K.C., said :(—

I wish-to make it clear on behalf of the trade that we neither support nor oppose the registration
of barmen. (R.2203.)
This view appears to have been supported by one large firm in the trade, L. D. Nathan
and Co., who said they had no views on the question (R. 4351), but other witnesses
for the trade were generally opposed to registration on the grounds that they did not
desire any more restrictions and because of practical difficulties in obtaining assistance
when it was urgently needed. The statement presented on behalf of the Hotel Workers’
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Federation was opposed to registration on the ground that no substantial case had heen
made for it and that the principal effect of licensing barmen would be to impose on them
greater responsibility and so reduce the responsibility of the licensee (R.7146). On
further examination, the witness who presented the statement thought that the matter
might be reconsidered and also that barmen might be trained for their work in accordance
with the scheme for staff training which the union had advocated, but which had omitted
barmen (R. 7151, 7167, and 7168).

In his closing address for the trade, Mr. O’Leary, K.C., said that the trade was
opposed to the registration of barmen on the grounds taken by the Hotel Workers’
Union and by the employers, who had claimed there were practical difficulties.

CHAPTER 30.—ACCOMMODATION INJHOTELS

583. The question of accommodation for the public in hotels is one of the most
important with which we have to deal. We propose to refer in separate sections to the
following matters :—

(1) The present state of hotel premises in New Zealand (paras. 584 to 590).

(2) The reasons given by the trade for the present condition of many premises
and the increase in new buildings and in 1mprovements since the fear of prohibition
was removed (paras. 591 to 624).

(3) The state of hotel accommodation at Rotorua (paras. 625 to 634).

(4) The conduct of some licensees, in breach of their obligations as innkeepers,
in not making existing accommodation available (paras. 635 to 638).

(5) The quality of service in hotels (paras. 639 to 645).
(6) The need for more good accommodation in the future (paras. 646 to 649).
(7) The need for training hotel staffs (paras. 650 to 658).

SEcTiON I.—THE PRESENT STATE OF HOTEL PREMISES
(See para. 583)

584. As we have already pointed out (paras. 87 and 90, supra), the power to require
accommodation for the public is limited to six rooms in a borough and to what is
reasonable (probably not exceeding six rooms) outside a borough. If, as is usually
considered, two of these rooms may be a dining-room and the lounge, only four
bedrooms at the most can be required. If hotelkeepers had hitherto provided only this
legal minimum, it is safe to say there would have been a public outery. On the other
hand, it seems clear that if all the hotels provided suitable accommodation to the full
amount of their present capacity there would be too much accommodation.

585. For various reasons, some hotels are not suitable for accommodating the
public. Some are situated in localities in cities to which travellers are not attracted,
such, for example, as in Freeman’s Bay in Auckland. Others are unattractive because
they are so old and so poorly equipped. At our request the Commissioner of Police
obtained a return giving certain particulars of all the hotels in the police districts of
New Zealand. These particulars comprised the date of the erection of the huilding,
the date of any substantial addition to the building, with brief particulars thereof, the
number of bedrooms available for guests, the number of bedrooms supplied with
telephones and with hot and cold running water, and those to which a private bathroom
was attached serving directly one or two rooms. The return comprised also particulars
of the number of bathrooms and shower-rooms available for guests, other than the
private bathrooms attached to bedrooms. The return showed that many of the hotels
are very old and have had little done to mmprove them. Many are not intended to
accommodate guests,
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586. It is not practicable to give details at length, but we refer to the following,
which were quoted by counsel for the Commission in his closing address (R. 7733) :—

[
Hotel. i Ellzig%l(%f i Improvements. | Acf(_gngxlﬁi%gon

JR— —_ JE— - - . !
Alexandra (Parnell) .. .. .. L 1875 ’ Nil 6
(‘aptain C'ook (Newmarket) .. .. R 1870 : Nil [
Queens Ferry (Auckland) .. .. el 1885 | Nil : 6
Thistle Inn (Wellington) .. .. .. 1866 : Nil : 7
Foresters Arms (Wellington) .. .. e 1865 | Nil ! 3
Cricketers Arms (Wellington) .. .. .. | Prior to 1880 Nil 3

| | |

587. A summary of the police return of the hotels was prepared by one of our
members (Mr. E. C. N. Robinson) and checked by a witness and given in evidence.
We set out the summary in Appendix B. The detailed police reports upon which this
summary was based were subsequently checked by Mr. Stanley Ringer, the Hotel and
Motor Camp Inspector of the Automobile Association (Auckland), who has a wide
knowledge of the hotels in New Zealand. He stated that in many cases there had been
interior improvements in the hotel which had been omitted from the report. He could
recall, in at least a dozen cases, improvements so omitted, such as additional bathrooms,
shower\ and lavatories, hot and cold water in bedrooms, and enlargements of the
lounge (R. 7116 and 7117).

HRK. Subject to this comment as to interior improvements, the following facts either
appear in the summary or may be deduced from it: in the Auckland Police District
there are 116 hotels of an average age of 49 yvears having in all, 1,604 bedrooms. Of
these, there are 18 hotels having in all 568 bedrooms with hot and cold water, 4 hotels
having in all 19 bedrooms to which a private bath is attached to one or two of these
rooms, and 5 hotels having in all 285 bedrooms which have private telephones. In the
Wellington Police District there are 77 hotels of an average age of 45 years having in
all 1,14() bedrooms. Of these, there are 14 hotels having in 411 609 bedrooms which have
hot and cold water, 6 hotels having in all 242 bedrooms which have & private bath to one
or two of these rooms, and 7 hotels having in all 427 bedrooms which have private
telephones.  In the Christchurch Police District there are 129 hotels of an average age
of 54 vears having in all 1,199 bedrooms. Of these there are 17 hotels having in all
402 bedrooms which have hot and cold water, 5 hotels having in all 41 bedrooms which
have a private bath for one or two of these bedrooms, and 3 hotels having in all 129
bedrooms which have private telephones. In the Dunedin Police District there are
100 hotels of an average age of 54 years having in all 1,004 bedrooms. Of these there
are 8 hotels having in all 242 bedrooms which have hot and cold water, 2 hotels having
in all 12 bedrooms which have a private bath for one or two of these bedrooms, and
2 hotels having in all 48 bedrooms which have private telephones.

589. The following statistics refer to all the hotels covered by the police reports :
the average age of hotels in New Zealand is 45-34 vears; the average number of
bedrooms per hotel is 11-80; the proportion of bedrooms to bathrooms is 57 to 1;
the proportion of bedrooms to showers is 14-5 to 1; and the number of hotels which
have less than 6 bedrooms is 282.

590, Commenting on hotels in Auckland, Mr. Luxford, S, a Magistrate with
much experience in licensing matters, who was by no means unfavourable to the trade,
said in evidence (R. 6458) :—

If licensed premises throughout New Zealand are in the same condition as those in the area
known as ¢ Greater Auckland,” at least half of them should either be demolished and reconstructed
or reconditioned.
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In our view, the returns we have obtained, though read subject to the qualification
indicated by Mr. Ringer, indicate that most of the hotel premises in New Zealand are
much too old and have far too few modern facilities to be regarded as adequate for the
convenience of the public.

SecTioN 2—THE REASONS GIVEN BY THE TRADE FOR THE PRESEXT CONDITION OF
MANY PREMISES AND THE INCREASE IN NEW BUILDINGS AXD 1IN IMPROVEMENTS
SINCE THE FEAR OF PROHIBITION WAS REMOVED

(See para. 583)
591. In justification of the state of many hotel premises, the trade relies on the
following matters :—

(a) The effect of the prohibition poll;

(b) The difficulties in carrying out building operations due to the recent war ;
and

(¢) A submission that the provision of accommodation does 1ot pay at the
rates charged for accommodation in New Zealand.

592. As to the Effect of the Prohibition Poll—We think that if a substantial part
of the profitable business of a publican is reasonably likely to be extinguished every
three years without compensation, it is unreasonable to expect him to spend large captial
sums in improving or extending his business. If any one thinks otherwise, let him ask
himself how much he would himself expend in capital improvements and extensions
if a substantial part of the profit-earning capacity of his own business were reasonably
likely to be extinguished every three years without compensation.

593. If prohibition were carried, a publican would lose his right to sell liquor, though
he would retain his premises and the right to provide accommodation. In New Zealand,
hitherto, the sale of liquor has constituted the more remunerative part of the business
of even the publican who provides accommodation for the public. It has also represented
the easier way to make substantial profits. The sale of liquor involves little capital
expenditure compared with the provision of accommodation. While, therefore,
prohibition remained a reasonable probability, we do not think that hotel-proprietors
could very well be blamed if they developed the bar side of their business or did little
more than comply with the very moderate requirements of the law concerning the
maintenance of hotels at the required legal standard, unless, perhaps, they were the
proprietors of the larger residential hotels which would be required for accommodation
whether prohibition were carried or not. It is plain that the larger private hotels, even
to-day, can be run at a substantial profit, as, for example, the large private hotel in
Christchurch referred to in the evidence, where 75 per cent. of the bedrooms have hot
and cold running water. These private hotels have provided a standard which the
proprietors of the better licensed residential hotels have felt they should exceed, even
when prohibition was a reasonable probability. But, even with these hotels, we do not
think the tendency to spend money on capital improvements would be great until it
became clear to business minds either that the sale of liquor was likely to continue in
New Zealand for some considerable time to come or else that prohibition, if carried,
was also likely to continue for some considerable time. »

594. We think that the facts show that, after the licensing poll of 1928, the men of
husiness in the trade could reasonably rely on the continuance of the sale of liquor for
a time long enough to justify the building of new hotels and the making of substantial
improvements appropriate both to residential hotels and to hotels which operated
mainly as beer outlets. We collect here the total votes for all districts in respect of the
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The

figures are given in a book on New Zealand statistics put in evidence by the New
Zealand Alliance and there stated to be extracted from the N.Z. Gazette.

Date of Poll.

i Continuance. Prohibition. Valid Votes.
|
Tth December, 1011 205,661 i 259,943 465,604
44-179% 55-829( ..
10th December, 1914 257,442 247,217 504,659
51-019; 148-989 ..
bate of Poll. Continuance. %gzﬁ;:x‘:i‘t’:ﬁh Valid Votex.

10th April, 1919—

In New Zealand .. 232,208 246, 104 478,312
Expeditionary Force 31,981 7,723 39,704
264,189 253,827 . 518,016
51-000, | 18-990; | ..
i i
Date of Poll. C'ontinuance. bt;lff (P‘l,llrlﬁl(‘:[% Prohibition. Valid Votes.
I7th December, 1919— '
In New Zealand 240,364 269,972 542,018
Expeditionary Force 887 278 1,744
270,250 543,762
49-709, ..
7th December, 1922 . 282,669 300,791 619,187
45-659%, 5-769, 48-579, .
4th November, 1925 299,590 56,037 319,450 675,077
44-379, 8-309% 47329
14th November, 1928 374,502 64,276 294,453
51-079;, 8779, 40-169, |~
27th November, 1935 521,167 57,499 243,091
63-429, 7-00%, 295395
15th October, 1938 .. 546,995 96,131 263,208
60359, 10-619, 290497
25th September. 1943 529,386 123,701 269, 800
57-369, 13-419, 29-2394

596. As State purchase and control represents a vote for the continuance of the sale
of liquor and also payvment for assets, we think that, in estimating the probability of
prohibition being carried, we may have regard only to the percentage of the prohibition
vote. The table shows that this vote fell slowly from 49-70 per cent. in December, 1919,
to 47-32 per cent. in November, 1925. There was then a drop to 40-16 per cent. in
November, 1928. At the next poll, in November, 1935, there was a steep fall to 29-58
per cent., at which the vote has remained fairly constant.

597. The total vote for continuance and State purchase and control in November,
1928, was almost 60 per cent., while the vote for prohibition was about 40 per cent. We
think it reasonably plain that after the poll of November, 1923, men of business in the
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trade, looking at these figures, would have come to the conclusion that prohibition either
with or without compensation was not a reasonable probability for a long time to come.
This is shown by these facts—
(@) That immediately after that poll Hancock and Co. took over the Hotel
Auckland (through a separate company, Hotel Auckland, Ltd.) (R. 3779) ;
(b) That Dominion Breweries was formed in April, 1930 ;
(¢) That Hancock and Co. built the Station Hotel at Auckland during 1931 ;
and
(d) That the big brewery companies began their purchasing of hotels in 1933.
All these expansions occurred before the poll of 1935.

598. In further proof of the fact that the brewery and hotel companies did not fear
prohibition from 1929 onwards, and also in justice to the improvements which these
companies made, we refer to the amounts expended by some of the largest companies on
new buildings and on substantial improvements since 1929 so far as they are disclosed by
the statements submitted to us.

599. Hancock and Co. submitted the following statement of capital expenditure for
the period of fifteen years ending in 1944 :—

i - .
_ | — g‘;&vﬁﬁfgﬁf Hotels purchased.
|
—— . N R —
‘ £ s. . £ = (L
1929 .. Ye Jolly Farmer Inn .. .. .. 7,185 1 5
1931-32 .. | The Station Hotel .. .. .. 63,069 18 11 ..
Waiotapu Hotel .. .. e 396 12 9 675 0 0F
! Duke of Marlborough— £ s d. ;
1932 .. | Building .. .. 7,703 13 11
1941-42 .. ' Additions .. .. 1,369 6 3
: _— 9,122 19 4 ..
1933 .. . Albion Hotel .. .. .. .. .. 7,839 1 6
. City Hotel .. .. . .. .. 6,083 1 6
| Gleeson’s Hotel .. .. .. .. 3,339 1 9
! Windsor Castle Hotel .. .. .. .. i 6,931 16 0
1939 .. v, .. .. .. 145 0 0 ..
1934 .. i Lake House Hotel .. .. .. 1,002 10 3 1,480 6 2
Whangarei Hotel— £ d.
1935 .. Additions .. .. 1,856 13 7
1939 .. Purchase—
Bedroomis .. .. 4,687 16 0O
Additions .. .. 236 8 4
‘ - 6,780 17 11 .
1935 .. Empire Hotel .. . .. .. .. 10,152 12 0
1937-3% .. . .. .. 402 2 11 ..
1935-36 .. | (Ja,llton ¢lub Hotel . .. .. 741 10 0 ..
1938 . | Commercial Hotel, ‘Vhanva,r(\x .. .. 245 0 0 45,627 4 0
1935——‘31-4—‘% Kaitaia Hotel .. .. .. 4,973 10 0 .
1936 .. Commercial Hotel, Te Awamutu . .. .. 18,580 16 0
1937-39 .. . .. 40,354 13 7
1937 .. | Waverley H()tvl .. .. .. 84,481 6 A
1937 .. i Kaikohe Hotel .. .. .. .. .. 25, 3()‘) 17 0
1938 . .. . . . 6,892 0 3
1937 .. : Hobson Hotel .. .. .. .. .. 6, 661 2 6
1938 .. | Hotel (fargen .. . .. .. .. 30,784 16 6
 Royal Mail Hotel, Pd(‘loa .. .. .. 2,559 7 11t
: Whakatane Hotel .. .. .. 32,848 6 9 ..
1940 .. | Grand Hotel, Rotorua .. .. .. .. 2,349 15 31
Palace Hotel, Rotorua .. .. .. .. 1,436 5 o0f
1941 .. Ambassadors Hotel .. .. .. 300 0 0 ..
1043 .. ' Rob Roy Hotel .. .. . 552 17 11
259,694 8 5 172,874 3 1

* Half purchase. T One-fifth interest. 1 Freeholding.
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600. The important column of this statement for present purpeses is that relating
to new buildings and additions. The amount expended is £259,694 2s. 5d. It will be
noted that included in this amount are the amounts spent on erecting the following new
substantial residential hotels :—

The Station Hotel in Auckland during 1931-32 at a cost of £63,069 ;

The Commercial Hotel at Te Awamutu during 1937-39 at a cost of £40,354
13s. 7d., the old building with the license having been acquired in 1936 at a cost of
£18,589 ; and

The Whakatane Hotel in 1938 at a cost of £32,848.

These are, we think, substantial contributions to the provision of modern hotels.

601. (It should be noted that the purchase of Hotel Cargen during 1938 for £33,787
16s. 6d. represents only a transfer to Hancock and Co. from Cargen Proprietary, Lid., a
company in which the shares were held for Hancock and Co., and that the transfer was
made in satisfaction of the losses incurred in running the hotel.)

602. The Campbell and Ehrenfried Co. has supplied the following return, showing
its capital expenditure since the year 1930 :—

7
Hotel. i Situated. i Nature of Expenditure. ! Amount.
i | £ 8. d.
Albert | Auckland .. | New hot-water service; additional lounge : 950 0 0
: space !
Caledonia o » .. | Modernizing and increasing bar accommoda- @ 2,355 G 0
| tion
Edinburgh (astle ! . .. | Provision of staff accommodation .. 438 0 0
Metropolitan .. ; . .. | Additional toilets ; improved bar dcwmmuda— 408 0 0
: tion
Prince of Wales | " .. | Bar alterations .. 281 O 0
Star .. . .. | Provision of hot and Lohl “atu in bedwoms ; 2,875 0 0
increased bathroom accommodation
Suffollk .. . .. | Modernizing and increasing bar accommodation 1,600 0 0
Victoria cad vs .. | Increased conveniences .. .. .. g 0 o
Ellerslie | Ellerslie .. | Additions to building frontage: improved 4,508 0 0
‘ bar accommodation |
Manukau .. { Onehunga .. | New conveniences 89 0 0
Northcote .. | Northeote .. | Additional bar aegommodatmn and tollet 454 0 0
conveniences
Commercial .. { Hamilton .. | Complete new building .. 100,000 000
Helensville .. | Helensville .. | Modernizing bar acc onnmodatmn additional i 8300 0
bathroom
Imperial -« 1 Thames .. | Complete new building .. .. .. 17,000 O O
Magonic . i Cambridge .. | Additional bathroom .. : oG 0 0
Settlers .. | Whangarei .. | Provision of hot and cold water in Bedrooms : ;44D 00
improved bar accommodation ; incre sased |
lounge accommodation
Waipa 1‘ Ngaruawahia ixpenditure on bar accommodation < oo 0 0
! e
}' F136.477 0 0

603. Included in the total of £136,477 are the amounts paid for the erection of two
new buildings—-viz., £100,000 for the Commercial Hotel at Hamilton in the year 1939
and £17,000 for the Imperial Hotel at Thames in the vear 1936. When these two amounts
are deducted from the total there is left a balance of £19,477, which has been largely
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spent on increasing the bar accommodation of hotels. Perhaps the Campbell and
Ehrenfried Co. would have spent more on improvements if they had not spent a substantial
amount in acquiring hotels. Since 1935 this company has acquired the following hotels :—

£

July, 1935 .. .. .. Northcote Hotel .. .. 14,000
Januar v, 1986 .. .. .. Helensville Hotel .. . 4 500
July. 1936 ™ .. .. .. Grand Hotel, Te Aroha .o 22,140
April, 1937 .. .. .. Marine Hotel, Howick .. .. 9,099
October, 1941 .. .. .. Edinburgh Castle Hotel .. 64,965
August. 1944 .. .. .. Edinburgh Castle Shops .. 7,375
November, 1044 .. .. .. Mon Desir, Takapuna (share only) 6,600+

£128,670

Of the total of £128,679, £64,965 was paid for the Edinburgh Castle Hotel.

604. The Campbell and Ehrenfried Co. has spent less than Hancock and Co. on
purchasing hotels and has spent only about half as much as Hancock and Co. on new
buildings and improvements during the same period. We think that the Campbell and
Ehrenfried Co., which is a very wealthy company, could have done more in the direction
of improving hotel accommodation than it has done during the ten vears preceding the
war.

605. New Zealand Breweries has shown the following capital expenditure on the
erection of one new hotel and on items of main improvements in other hotels during a
period of ten vears ended 31st March, 1945 : —

Hotet and Location. | Nature of Lmprovements. | Amount.
! £
Waterloo, Wellington .. | New building .. .. Lo 110,000
Canterbury, Methven .. | Alterations, bedrooms dnd batmuom& .. .. 1,017
Foresters, Greytown .. | Bedrooms, restoration after fire .. . .. 758
Katikati, Katikati .. .. | Additional bedrooms . ’ .. 500
0Old Bank, Timaru .. .. | Complete interior 1eno\'&tlons and new }mthruﬂm& .. 7,583
Post Office, Onehunga .. | New bar, bathroom, and toilets .. .. .. 2,364
Pukekohe, Pukekohe .. | New be(h ooms, bathrooms, and showers .. .. 11,418
Terminus, Wellington .. | New store room .. .. .. .. 526
Wellington, Christchurch  -.. | Complete interior 1en0vat10ns . .. .. 9,380
Terminus, Napier .. .. | New bar and lounge and liv: uw-qudlteh .. .. _,e}h‘%
Tolaga Bay, Tolaga Bay Proportion cost new bedrooms .. .. 307
”\Lmn«atm oto, \Iaungatmoto Extra bedrooms, bathrooms, and water- bupph . 986
Roy al Featherston . - .. | Improvements, bedrooms .. . .. 469
Masonie, Wellington .. | Extra bathrooms and renovations bedmom\ 1,203
Mon Desir, Takapuna .. | Proportion cost new bathrooms, showers, hot and ml l 1,060
water in bedrooms
Blasonie, Southbrook .. | Renovations, electrical and plumbing. bathroom and 1,110
bar accommodation e
' 151,049

606. After allowing £110,000 for the Hotel Waterloo, there remains the sum of
£41,049 which the company has spent on structural improvements to its hotels. The
company explains that it is not responsible for capital improvements to hotels held under
lease and also that during the last five years practically no major improvements have
been carried out. New Zealand Breweries has spent over £1,062,000 in acquiring
hotels since 1933. These moneys, no doubt, reduced the amount that could be spent.
on improving hotels.

607. Dominion Breweries in their return show a yearly lump sum for expenditure
ou renovations, improvements, and repairs to hotel properties. These sums amount in
all from 1931 to 1945 inclusive to £220,590. Expenditure exceeding £10,000 was incurred
in the following vears : in 1938, £10,579 ;: 1939, £29,833 ; 1940, £40,477 ; 1941, £31,504 ;
1942, £14,320; 1944, £25,651 ; and 1945, £45,951.
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This company, like New Zealand Breweries, has also spent much money in acquiring
hotels since 1933 and so has bad less money available for improving existing hotels.
Une of this company’s projects, a new building for the Waikato Hotel at Hamilton, has
licen held up owing to the war.

608. Since 1936, Ballins Breweries (N.Z.), Ltd., have expended the sum of £6,860
«n improvements to six hotels owned by the company. These improvements were
mainly extensions to lounges and bars and * modernizing * interiors. The company, as
a tenant, also spent £6,508 on a leased hotel at Lyttelton, pursuant to the terms of the
lease, in demolishing the condemned part of the building and rebuilding it in brick.
The company may also have incurred expenditure in respect of hotels in which it is
interested, as, for example, the New City and the Excelsior at Christchurch and the
Methven Hotel, but we have no details.

609. Since 1930, Ballin Bros., Ltd., have spent only £4,509 in respect of improve-
ments to five owned hotels. More than half this amount was spent on the Club Hotel
at Kaikoura.

610. The amounts shown to be spent on improvements by these two related companies
are comparatively small. Balling Breweries has also been engaged since 1936 in
acquiring hotels.

611. Improvements, we know, have also heen made to other hotels by other
proprietors. Some were able to continue their improvements even during the war.
An outstanding example was the reconstruction of the Royal Oak Hotel at Wellmoton

612. Some large companies have provided better accommodation either by huilding
new hotels or by improving existing hotels, but we do not think enough has been done.
The position has heen complicated by the competition for hotels which has existed
between the hrewery companies ; large amounts of capital have heen expended in this
way. But for the competition for hotels, more improvements would, no doubt, have
been carried out. It is a striking fact that Auckland has heen left without a modern
hotel which would rank with any of the first four in Wellington.

613. As to the Effect of the War on Building Operations.—The effect of the war
generally was to make private building operations very difficult. Though some hotel-
proprietors were able to proceed, we do not think that any hotel-proprietor could be
blamed if he did not try to undertake any substantial building operations or improvements
during the war.

614. As to the Submission that Hotel Acconunodation for Guests does not puy.—In
further justification for the present state of many residential hotels, the trade submitted
‘r}'dt the accommodation side of an hotel does not pay or does not make sufficient profit

o Justify the investment. In dealing with this matter we have endeavoured to exclude
"rhe mfluence of the war years, when 1851(1011‘[1&1 hotels were mostly full. Evidence was
given to show that prior to the war Hancock and Co. had suffered substantial losses on
their large residential hotels, the Grand at Auckland and the Hotel Cargen at Auckland.
In explanation of this, it was sald by some witnesses that these hotels were in an
unsuitable situation, both for tourists and for the bar trade. The Campbell and
Ehrenfried Co. showed a loss for one year on the Star Hotel, Auckland, which is that
company’s principal residential hotel in Auckland.

615. We have not checked, by reference to any company’s books, the company’s
statements of its returns on accommodation or its methods of calculation. To do this
would have been impracticable without long dlld arduous work by cost accountants.
‘The statements, however, show on the company’s principles of book-keeping (which may
be very conservative) that a few hotels to which the statements refer have involved the
company in substantial losses. Any company which has shown a loss on one or two of
its managed hotels has, however, made substantial profits on the others (paras. 380
and 384, supra).
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616. Hancock and Co. and the Campbell and Ehrenfried Co. also submitted returns
showing that the accommodation in certain of their hotels which might be used for
residential purposes was by no means fully occupied during a year. The statement
submitted by Hancock and Co. showed the percentage of accommodation occupied in
these hotels each week in relation to the total accommodation available each week, and
showed also a yearlv average. In general, the rooms were much more occupied in the
summer than in the winter. We think that the hotelkeeper should expect that state
of affairs. But, as it is not practicable to set out all the weekly averages, we give the
vearly average percentage of the following hotels :—

:
: I . p . -
: : arly A rage Percentage of Maxi 3 er,
i Maximum Yearly Average Percentage of Maximum Numbe

Hoteg, | Number of. , ——— - SR -
Guests daily > ) ‘ o -

‘} 1936. 1937, 1938,
Crand Hotel (Auekland: .. S 76 53-36 52-84 - 47-5
Hotel Cargen .. .. o o8 41-89 415 32-4
Station Hotel .. .. Lo 84 8701 8367 75-2
Hotel Auckland .. .. .. 210 40-24 41-35 41-4
Waverley Hotel .. .. .. 151 41-56 49-55 49-73
Star Hotel, Newton .. o 9 26-59 26-71 2625

617. The Campbell and Ebrenfried Co. gave particulars of the total number of
beds in all their managed hotels for the years 1935 to 1939 inclusive and of the numbers
occupied during that period. As this statement admittedly includes some thousands
of beds in hotels that were not made use of for accommodation, the statement has no
real value and we do not quote it.

618. New Zealand Breweries provided a return of the beds occupied in the Hotel
Waterloo, which was opened in 1937. The maximum accommodation of the hotel for
guests is 63 single bedrooms and 23 double, a total of 109 pernight. The average number
of guests per night accommodated over the years has been as follows :—

31st December, Average per Night. ! 315t December, Average per Night.
1937 .. .. 51 (4 months) | 1942 .. S
1938 .. .. 68 5 1943 .. . 9%
1939 .. T2 1944 .. .94
1940 .. .80 : 1945 .. .. 97 (6 months)
1941 .. 0T i

Yet the Hotel Waterloo cannot take all the guests offering at various periods of the year.

619. New Zealand Breweries has also submitted a statement concerning the Empire
Hotel at Wellington, in which a distinction was made between the takings and the
expenses for the house and the bar respectively for the years 1939 and 1945. We do not
know how the allocation was made, but it is satisfactory to note that in this one case
the frade did make a distinction between the returns for the house and the bar with an
allocation of expenses, including therein insurances, rates, &c., laundry and lighting,
repairs and renewals, wages, land-tax, sundrvy expenses, and depreciation at tax rates.
The tariff of this hotel is 21s. per day, as it was in 1939. The figures showed a loss of
£474 for the year 1939, made up of a loss on the house of £4,138 and a profit on the bars
of £3.664. There was a profit of £2,724 for the year 1945, resulting from a profit on the
hars of £3,667 and a loss on the house of £5,933. The statement showed that, after
providing for taxation, the net return for 1945 was less than 1 per cent.

In this hotel there are 46 single rooms and 32 double rooms.  Of these, 24 gingle and
4 double rooms are occupied by the staff, leaving 22 single and 28 double rooms available
for guests.  Although the guest capacity on this basis is 78, the high proportion of double
rooms 1s said to make the practical limit about 70. There are 21 bathrooms available
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for guests. During the year ended 31lst March, 1945, the average number of guests per

wht over the whole year was 38, but during this period an average of 8 beds per night
was not available Ehlough bemg closed for renovations and at times owing to stafl
shortages.

20. We give these figures, but we are not in a position to criticize them. It wouldl
have been impracticable for us to have checked the returns by cost investigations.
1

621. Upon these statements and upon the suggestion founded on them that the
accommodation side of the hotel does not pay at present rates, we make the following
comments :—

(1) Witnesses for the trade stated generally that either the accommodation side of
an hotel did not pay or that an hotelkeeper was lucky if he * broke even” with the
accommodation (R. 3950 and 3892), or that the bar carried the house. It was, however,
a noticeable fact that the hotels did not keep sepuarate accounts for the bar and the
accommodation sides of the hotel. The trade witnesses said that this was not practicable.
We think, however, that it is elementary in cost accounting that separate accounts could
be kept. It was done, for example, with the Empire Hotel in Wellington. We have also
obtained a statement from the licensee of the Grosvenor Hotel at Timara which shows
that he keeps separate accounts for the bar and the accommodation sides of his hotel
and that he considers the analysis essential to enable him to maintain an efficient day-to-
day control of the hotel (Exhibit A. 153). This statement explains in detail how the
charges are allocated. We therefore consider that the evidence of the trade that the
separation of the accounts is not practicable, is not satisfactory and should not be accepted.
We have also not been able to judge from any of the accounts submitted whether
independent cost accountants would have considered that the accommodation side of a
large residential hotel in a suitable position had or had not made an adequate return on
the investment.

622. (2) We think that a residential hotel should cater for the maximum number of
guests which may reasonably be expected in the busy season. It should not, in that
period, be placed in the position of having to turn away some of the total number of
guests who may reasonably be expected. Accordingly, many of the hotels should have
provided in times past more rooms than they have done. They should have been
prepared, if necessary, to do what 1s done abroad and to close in the off season a number
of bedrooms or a wing. Whether such extensions are practicable now, with costs at
their present level, is another matter.

623. (3) We think also that if in times past more hotels suitable for accommodation
with modern conveniences and equipment had been built, the public would have been
ready to patronize them. This has been proved where new hotels have been erected,
such ag the Waterloo in Wellington and the new hotels at Huntly, Te Awamutu, and
‘Whakatane (R. 7118, 7122, 71 30, and 7135).

624. Mr. O’Connell, of New Zealand Brewexrles, stated that if the Hotel Waterloo
were unlicensed and the present space used as bars were rented as shops, and if the hotel
were to provide the same quality of food and service as it does to-day and pay a dividend
of 5 per cent., it would be necessary to charge 40s. per day instead of the present 27s. 6d.
Thixs conhast does not, however, represent the real issue before us. We are not
considering how hotels could be carried on unlicensed. Moreover, there is always the
evidence that a private hotel which caters for a substantial number of people and is
suitably situated can provide a reasonably good standard of accommodation and yet
make a substantial profit, though the standard in New Zealand is generally well below that
of the best licensed hotels. We think that until the emphasis is taken from the sale of
liquor through the bars, the provision of accommodation in New Zealand licensed
residential hotels will not be placed on a satisfactory basis, either in the first or any lesser
grade of those hotels.



H—38 130

SEcTION 3.—THE STATE OF HOTEL ACCOMMODATION AT ROTORUA
(See para. H83)

625. We paid special attention to the condition of the hotels in Rotorua, which is
the principal tourist resort of New Zealand. There are four licensed hotels. Three of
them, the Grand, the Palace, and Lake House, are all owned by Hancock and Co., and
L. D. Nathan, Ltd., in equal shares, but are leased to Hancock and Co. The Grand and
the Palace are under management by Hancock and Co. The Lake House Hotel was
leaged in 1931 to a tenant for a term of years, but since 1941 has been let on a weekly
tenancy (R. 4705). The fourth hotel, the Geyser, at Whakarewarewa, is owned by
L. D. Nathan and Co. but leased to New Zealand Breweries, who employ a licensee-
manager to conduct the hotel.

626. The Lake House Hotel was built in 1879, the Palace in 1832, the Geyser in 1884,
and the present Grand Hotel in 1906. All the buildings at the present time are in a
fair state of repair.

627. Since 1932 a new kitchen block has been added to the Grand Hotel and there
have been extensions to the lounge, dining-room, house bar, bottle department, and
bulk store of that hotel. In 1932, also, bathrooms, toilets, and shower rooms were
built at the Geyser Hotel. Little was done to the Lake House Hotel or to the Palace
Hotel prior to the year of 1938. In that year the buildings were in a very bad state. The
reports of the Police and Health Departments on the Lake House Hotel were such that
the Licensing Committee proposed to refuse a renewal of the license unless the hotel
was rebuilt (R.6073f). The owners then proposed an expenditure of £6,000 on the
Lake House Hotel, comprising at least £2,000 on maintenance and repairs and the
balance on capital improvements. The Magistrate then advised the Licensing Committee
that it could not insist on a rebuilding, and the repairs were carried out. This hotel,
overlooking the lake, occupies the best site for a tourist hotel in Rotorua (R. 4639).

The Palace Hotel received strong adverse reports, and extensive repairs had to be
carried out. The foundations were renewed in brick (R.4759). Conveniences and
kitchen equipment were added, and the lounge, store-room, public bar, and entrance
enlarged. Since then the hotel has been painted and papered throughout (R.4767).
The Geyser Hotel seems generally to have been kept in a good state of repair.

628. The question was strongly raised before us as to whether these hotels were
adequate for the principal tourist resort of New Zealand. The Mayor of Rotorua, on
behalf of his Council, complained that there was no hotel in Rotorua built of fire-proof
and sound-proof materials, and that, having regard to the profits which the companies
had made out of the hotels, the accommodation provided was very inadequate for the
needs of Rotorua.

629. In answer to these complaints, the architect of the companies stated that he
did not know of a single concrete building in Rotorua that had not cracked, either
through earthquake tremors or traffic vibration. He said that foundations were a
problem. He was not in favour of too large or too high a concrete building for Rotorua.

630. It is a technical question whether a large building should be built in Rotorua
in permanent fire-proof and sound-proof materials. It may be noted that the founda-
tions of the Palace Hotel were renewed in brick in 1938. In the great Tokio earthquake
of 1923. the building which survived intact was the large Imperial Hotel, built of
concrete in an earthquake-proof manner. Nevertheless, the question of the materials
in which modern hotels should be built in Rotorua is a technical one which we cannot
decide.

631. In answer to the complaint that Hancock and Co. could have built better
hotels out of the great profits from their trade, the Hon. Eliot Davis informed us that
Hancock and Co. and L. D. Nathan and Co. were pioneers in developing hotels in
Rotorua. They went there in the early ““eighties” and had incurred many losses in
trying to develop the tourist traffic. The Hon. Eliot Davis stated that the company
continued to run the Grand Hotel for years at a total loss exceeding £28,000. He said
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it first became profitable about the year 1920 (R.4661). We think that credit should
be given to Hancock and Co. and I. D. Nathan and Co. for their early enterprise at
Rotorua. On the other hand, it is evident that these companies established their
hotels at Rotorua at a time when the practical limitation of licenses had been brought
about by legislation (paras. 137, 142, and 148, supra) and when it was probably apparent
to keen business minds that the holders of all the licenses in any district would have a
monopoly of the licensed trade in that area, a monopoly which would become more
valuable as the population increased (see Chapter 9 and para. 164, supra).

632. The risk which the two firms took was that Rotorua might not ultimately
develop into a tourist centre. That risk was successfully taken. The risk then arose
that prohibition might be carried. If it were carried, the tourist traffic from abroad
might diminish, but it was not likely, we think, that the internal tourist traffic of New
Zealand would be affected. We think that there has been good ground for many years,
even during the period when prohibition seemed a probability, for the assumption that
Rotorua would require ample first-class accommodation for its tourists. For many
vears past the hotels and the boardinghouses have been pressed for accommodation
at various times during the year, but particularly during the summer season. On the
other hand while the probability of the loss of the bar trade remained, it must have
acted as a deterrent to the provision of modern hotels. We have given our reasons for
saying that since 1929 there has been mno good reason why, if other more urgent
building operations did not prevent it, the hotel companies at Rotorua should not have
provided at least one modern hotel.

633. We have shown that Hancock and Co. have built three substantial new
hotels in the last fifteen years and have made improvements to others at a total cost
of £259,694. The company is a very wealthy company with ample resources and it
has made substantial profits for many years from the Grand Hotel and the Palace
Hotel at Rotorua. L. D. Nathan and Co. is a half-owner of the land of these hotels
and also a wealthy company. Viewing the whole position, we do not doubt that if
there had been competition at Rotorua a modern hotel would have been erected
between 1929 and 1939. The fact is that the companies which conduct the hotels at
Rotorua are so interlocked that they constitute a practical monopoly with respect to
hotel licenses. We think it is regrettable that the Lake House Hotel, which occupies
the best site in Rotorua with a view looking over the lake, should not have been
rebuilt in 1938, instead of being repaired at a cost of £6,000. In that year the company
chose to build a new hotel at Whakatane at a cost of £32,848. It is difficult to think
that the provision of a modern hotel at Whakatane was more urgent than it was at
Rotorua. If 1t was more urgent in 1938, there were earlier vears. It is a reasonable
inference that one of the reasons which has prevented the rebuilding of the Lake Hotel
is that the Grand Hotel occupies a site in the town. If the tourist trade went to a
modern hotel on the lakeside with a beautiful view, the Grand Hotel would suffer. We
repeat that, in our opinion, if the licenses at Rotorua were not under the control of a
monopoly, but had been held by real competitors, we have no doubt that some fine
modern hotels would have been built in Rotorua before the present time.

634. We think, also, that close attention should be given to the question whether
the hotels at Rotorua should be built so as to accommodate the traffic reasonably to
be expected during the tourist season and that, if necessary, rooms or wings should be
closed in the off season as is done abroad. It is a relevant consideration that if modern
hotels were built, more tourists would probably be attracted for longer periods.

SrcTioN 4.—TrE CoNDUCT OF SOME LICENSEES IN BREACH OF THEIR OBLIGATIONS
AS INNKEEPERS IN NOT MAKING EXISTING ACCOMMODATION AVATLABLE
(See para. 583)
635. Apart from the unsuitability of many hotel premises to meet the standard
of demand, the accommodation which might he available has been made less available
by the attitude of some licensees.

5¥*
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636. The holders of both publicans’ and accommodation licenses are innkeepers
(see the definition of innkeeper in section 4 of the Licensing Act, 1908). Under
section 165 of the Act, which virtually states the obligation of an innkeeper at common
law, every innkeeper commits an offence if he fails, except for some valid reason, to
supply lodging, meals, or accommodation to travellers. He is entitled to refuse for
a valid reason. One valid reason exists when the house is full.

The inukeeper is under no legal obligation to supply accommodation to persons
who are not travellers. It is a question of fact whether, in all the circumstances, the
person staying at an hotel ceases to have the status of a traveller. On the other hand,
the innkeeper may make a special contract for board and residence. The relationship
of innkeeper and guest does not then exist. The rights of the parties are regulated by
the contract.

637. In New Zealand, innkeepers often have permanent boarders. The number of
permanent boarders reduces the accommodation for travellers. We accept the view
that licensees are entitled to take in permanent boarders, even though the accommodation
for travellers is thereby reduced. Some permanent boarders are relatives of the licensee
(R. 897 and 907). But some licensees try to avoid their duty of taking in guests. They
say that thev are full when they are not (R. 233, 2817, 3014, and 7120). One instance
was given of a licensee who had placed articles of clothing in a bedroom to give the
appearance of having a boarder when he had not (R.7121). The Commissioner of
Police stated that when the police investigated complaints with reference to licensees
not providing accommodation, the explanation very often was that the bell was not
working or that the licensee did not hear the application. In some cases the police
themselves had had to give travellers accommodation at their own houses (R. 543).

638. There are also hotels which could easily be made suitable guest-houses, but
where the proprietor would not provide decent accommodation by a small expenditure
on furnishings and appointments. There was one fairly large hotel in Auckland where
this was the position (R. 7120).

SEcTION 5.—THE QUALITY OF SERVICE IN HOTELS
(See para. 583)

639. Another aspect of hotel accommodation is the quality of the service. An
hotel should aim to provide the traveller with the comfort and convenience of a modern
hotel. He should be made to feel that he is welcome. He should be efficiently and
courteously served from the time he enters the hotel. He should have a warm, well-
lighted, comfortable, and tastefully furnished room. He should be served with appetizing,
wholesome, and properly cooked food. He should be able to entertain his friends in a
comfortable and tastefully furnished lounge. He should have available suitable rooms
and aids for business purposes. In using these amenities, he should have courteous
and pleasant service from the hotel staff.

640. We think it is not likely that there will be adequate hotels for the travelling
public until there is a widespread realization by proprietors of the true function of an
hotel. If the proprietor regards the hotel primarily as a place in which to sell beer
instead of to provide accommodation, the accommodation is likely to suffer. If he
regards the hotel as primarily a place to provide accommodation and only secondarily
as a place at which to supply the liquor that may be required by guests, the accom-
modation will improve. In New Zealand the percentage of profit attributed to the
bar is much greater than to accommodation. In Canada the reverse is the case, We
were informed by Mr. J. W. Collins, who was the New Zealand Trade and Tourist Com-
missioner in Canada and the United States of America between 1930 and 1938, that
in Canada 60 per cent. of the revenue of hotels is derived from the accommodation and
only 40 per cent. from liquor (R. 1789).
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641. In New Zealand we think that the ““ mine host” element is largely absent
from the service that might be expected in the hotel (see, for example, R. 2734). We
think that there is room for a new conception on the part of the management of hotels
of the standard of service to which an hotel may attain.

642. We infer from the evidence that before the war the hotel staffs, in general,
gave cheerful and willing service, though there appears to have been persistent “trouble
in securing suitable and competent chefs. Since the war the conditions of labour have
been very difficult. but we think that these conditions will probably pass with the effects
-of the war.

643. The evidence of the employers and of the Federated Hotel Workers” Union
is that the relationship between emplover and worker has, in gemeral, been cordial.
According to the union, («) there have been occasions when there have been emplovers
who refused to play the game, and these have been dealt with as the occasion arose ;
and (b) there have also been rare occasions on which there have been open hreaches
with a threat of job action by the staff, but these occasions have never reached any
considerable dimension and have always been satisfactorily adjusted.

644. The union also stated (R. 7156) :—

as an indication of the cordiality which exists between the parties concerned and their
Ca})d( ity to adjust their own differences, we would point out that during the past fourteen vears we
have made at least ten Dominion awards covering the industry, and in each case the award has been a
complete agreement between the parties concerned and the Arbitration Court has not had the
privilege of writing one line of it. This is unique in industrial history.
We are glad to know that the relationship is so cordial. On such a basis, there may
be speedily built an excellent ideal of service to the public.

645. We refer here also to the question of suitable staff accommodation. We
have not had any detailed evidence ag t the way in which hotel stails are at present
accommodated. We are aware that many are accommodated in hotels. We think it
dosirable, as suggested by the Federated Hotel Workers’ Union, that, wherever practi-
cable, on a rebuilding or on the erection of a new hotel, the staff should be housed in a
building detached from the hotel and not subject to the licensing laws. In this way
the staff may entertain their guests as they would in their own homes.

SEcTION 6.—THE NEED ¥OR PROVIDING MORE ACCOMMODATION IN THE FUTURE
(See para. 583)

646. We have hitherto been dealing with the conditions of the past. We have
had, however, evidence as to the needs of the country for accommodation in the future
from Mr. Stanley Ringer, the Hotel and Motor-camp Inspector of the Automobile
Association (Auckland), and we think it desirable to state the conclusions which he formed
on a recent tour of the hotels of the North Island, from the North Cape to Wellington.
Mr. Ringer’s duties, as Hotel and Motor-camp Inspector of the Automobile Association
(Auckland), make him well qualified to give this evidence, and we accept it

647. Mr. Ringer stated that there was an insufficiency of accommodation in licensed
premises reasonably sufficient to satisfy the demand over the whole vear. e applied
this, in particular, to the following places: Whangaroa, Opononi, Russell, Paihia
(although there is no licensed hotel there), Whangarei, Parakai (near Hellensville—
there is no license at Parakai, but that is where the hot springs are), Auckland, Hamilton,
Whitianga, Tauranga, Mount Maunganui (there is no licensed accommodation at Mount
Maunganui), Rotorua, Gisborne (which has sufficient licenses, but requires more rooms
of a higher standard), Hastings, the King-country, Napier, Taupo, Tokaanu or Turangi,
Taumarunui, Mount Egmont (there is no license there), Palmerston North, Wellington
{where the accommodation is of a higher standard than anywhere else in New Zealand,
but insufficient for the needs of the business men of New Zealand and of the ordinary
New Zealand traveller), Tathape, Okoroire, Tirau, and Putaruru.
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648. Mr. Ringer had not been in the South Island since 1940, but he had had reports
from members of automobile associations at the main centres which bore out the opinion
he formed in 1940. Accordingly, we quote Mr. Ringer’s views on the South Island.

He said that accommodation there was insufficient in Picton, Christchurch (whick
is overcrowded for at least three months in the year), the Marlborough Sounds (where
there are no licensed houses), Nelson, Westport, Hokitika, Ashburton, Timaru, Pukak:
(on the road to Mount Cook), Queenstown, Dunedin, Manapouri, Te Anau, Stewart
Island, Akaroa, and Arthur’s Pass.

The exceptions in the South Island were Blenheim, Greymouth, and the Bluff.
No comment was made on Invercargill as there has not been sufficient time for any
rebuilding to be undertaken since the restoration of licenses was carried.

649. The basis of much of Mr. Ringer’s criticism was that hotels should expect to
provide sufficient accommodation daring the seasons when accommodation is in special
demand. They should, if necessary, be prepared to close down certain rooms or a wing
in the off season. This procedure is adopted abroad, where the hotels seek to give adequate
service to the travelling public. Unless 1t is adopted in New Zealand, there will never
be adequate service from licensed hotels for the travelling public and there will never be
adequate response from the public to the provision of good accommodation.

"

SEcTiON 7.—THE NEED FoR TraNING HOTEL STAFFS
(See para. 533)

650. In our view, hotel service should be regarded as a vocation for which adequate
training is required. The better the training, the higher the status of the service.

651. Through the courtesy of the American Legmtion in Wellington we received some
literature showmU the great attention paid to the training of hotel staffs in the United
States. These pllhh(}dthHb comprise the courses in hotel administration of a department
of Cornell University, of the Lewis Hotel Training School at Washington, D.C., and of
the Florida State Board for Vocational Education.

652. Many hotels in America are, of course, on a very much larger scale than any
hotels in New Zealand. Nevertheless, the reason for the existence of an hotel is the same
in any country. It should be essentially a home, although the characteristics which
are deVeloped in each hotel will depend upon whether The hotel is classified as a
transient, commercial, residential, or resort hotel, and on whether the hotel is operated
on the American plan, which makes one charge, including both room and meals, or on the
Buropean plan, which makes a separate and distinet charge for room and for meals.

653. Yet, whatever the particular character of the hotel, the hotel should be a
domestic establishment, and we quote the following passage from an instructional book
of the Florida State Board for Vocational Education :—

Since a hotel is a domestic establishment run for profit, it follows that it will succeed in proportion
to its ability to make money by providing domestic service and homelike conveniences with the
greatest efficiency. Many of its patrons will demand better accommodation and service than theyv are
accustomed to at home.

In the development of this function the sale of liquor in the American and Canadian
hotels is subordinated to the provision of good accommodation.

654. The principles of training are broadly divided in America into ** the front of
the house,” *“ the back of the house,” and “ management and executive.” The courses
of training comprise personnel methods; hotel operation and the management of the
different departments; quantity food preparation; hotel menu planning; hotel
cookery : hotel stewarding ; hotel house-keeping ; food and beverage control; hotel
accounting. Trainees are given practical experience in model hotels or training schools.
One course states that the seven basic principles of hotel service in every depqrtment‘, are

¢ service, cleanliness, efficiency, economy, courtesy, hospitality, and hone%tv
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655. A Tourist Development Committee has heen set up by the Government under
the Organization for National Development. This Committee comprises representatives
of the Tourist Department, of transport services (hoth Government and private), and of
the employers and employees in the hotel industry (R. 572).

This Committee has formulated certain general proposals for the training in an
hotel of various classes of hotel employees under the control of a committee representing
hotel proprietors, the New Zealand Hotel Workers’ Federation, and the Tourist Depart-
ment. The scheme is to commence in Auckland and, after experience has been gained,
is to be instituted in Wellington, Christchurch, and Dunedin. Successful trainees are
to receive a diploma. The Committee proposes that the finance shall be found by the
Government and the hotel interests.

656. More detailed proposals have been made as the result of a discussion bhetween
representatives of the groups concerned. It is proposed that existing hotel staffs shall
be first trained. The expenditure for the first year is estimated at not less than £4,000.
This provides for a supervisor up to £1,000 a year.

657. It would appear that some definite body should become responsible for
organizing an active local committee and for arranging for the financial requirements.
Until these matters are arranged, no detailed progress can be made. We would suggest,
also, that consideration be given to the training, equally with the present hotel staffs,
of any young and willing volunteers for hotel employment,. particularly if they show
aptitude as chefs.

658. We trust that a practical scheme for training hotel staffs will he speedily
established in the light of the principles and practice we have stated at the heginning of
this section.

CHAPTER 31.—FAILURE TO SUPPLY MEALS FOR TRAVELLERS

659. The failure to supply meals is associated with the failure to provide accom-
modation, but we deal with the matter separately because the failure to supply meals
is of frequent occurrence.

660. In his evidence, Mr. Luxford, S.M., said :(—

The provisions of section 165 of the Licensing Act, 1908, deal with one of the most important
obligations devolving upon a publican, and probably no section of the Act is more frequently
disregarded, so far as the providing of meals to travellers is concerned. (R. 6472.)

Evidence was also given by police witnesses and by Mr. Ringer, of the Automobile
Association (Auckland) and by private citizens to show that the obhg&tlon is disregarded
(R. 140, 896, 2399, and 3018).

661. Mr. Luxford expressed the view that the trouble has arisen from the publican’s
mistaken assumption that his obligation is merely to provide the customary meals at
customary times (R. 6472). This mayv be the cause of the trouble in some cases, but we
do not think it 1s in others. Not every licensed house is situated in a residential district,
and 1t has not been equipped or staffed to provide pleasant accommodation or meals.
Yet the license is granted on the basis that meals will be provided for travellers as well
as accommodation for guests. Other licensees refuse because their staff is insufficient,
and others simply hecause they have no desire or intention of catering for travellers.
We have referred to cases of this kind in the chapter on accommodation.

662. We refer here to another reason for the failure of travellers to obtain meals,
other than lunch or dinner. In his recent trip through the North Island Mr. Ringer
came across several licensed hotels which catered only for bed and breakfast. In one
case in Auckland the proprietor said that it was impossible to get lunch or dinner at his
hotel. He found that he could cater in this way with a smaller staff, with no staff
overtime problem, and with no food wastage, because he knew the exact number for
which breakfast had to be prepared. Mr. Ringer found the same condition of affairs
i two or three other hotels farther south.
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An hotel which provides a bed and breakfast tariff 1s not excused from providing
other meals. The bhest provision for these meals 1s made by a public restaurant, asx in
the Station Hotel at Auckland. If a licensee has insuflicient staff, he must prepare the
meals himself.

CHAPTER 32.—DEPOTS AND UNLICENSED STORES

663. Deliveries by brewers are regulated by section 46 (2) of the Finance Act, 1917,
which provides that no beer shall be sold under a brewer’s license unless delivery is made
from a brewery or from a depot or bottling store approved for the purpose by a Collector
of Customs.  As we have already explained (para. 188), the apparent intention was to
provide that deliveries should be made at the brewery or at an approved depot or bottling
store.  Yet, in reliance upon the legal interpretation of similar enactments, brewers
may fulfil orders for not less than 2 gallons received from any part of New Zealand and
deliver them ecither through a carrier or, as the law is at present administered, through
an unlicensed “ agency 7 established at any distance from the brewery (paras. 186 to
188, supra). .

664. Hor some vears after the passing of section 46 of the 1917 Act depots. were
approved by Collectors of Customs without restriction. In 1924, as appears from the
case of The Paeroa Brewery Co., Ltd. v. Ridings, [1924] G.I.R. 207, a Collector approved
a depot in Matamata from which the Paeroa Brewery Co. could deliver beer. Shortly
afterwards the Collector purported to revoke the authority. It'was held by the Supreme
Court that there was no statutory authority for revoking the approval of the depot once
it had heen granted and acted upon.

665. When the Customs Department found that the unrestricted approval of depots
wag being used by brewers to obtain places in more than one licensing district from which
beer might be delivered, the Department considered that it was granting, in effect,
wholesale licenses for the delivery of beer, and that the granting of such licenses was
really the function of the Licensing Committee of each district. Furthermore, the
Department recognized that a wholesale license permits delivery from one place only,
apart. from a bonded warehouse ; and that, if a brewer had a wholesale license and also
an approved depot, he had, in effect, two places, apart from a bonded warehouse, from
which he could deliver beer in quantities of not less than 2 gallons. Accordingly, the
Department decided in 1930 not to approve further depots under section 46 (2) of the
Finance Act, 1917, and to withdraw as quickly as possible the approval of existing depots
unless they were reasonably required by a brewer to vend beer in his own district (R. 316).

666. The Department carried out this policy over a period of years by refusing to
approve depots for the successors in business of various brewers. Finally, by section 5
of the Finance Act (No. 2), 1940, the Minister of Customs was empowered at any time to
revoke any approval given by a Collector of Customs under section 46 (2) of the Finance
Act, 1917, whether the approval was given before or after the passing of the Finance
Act (No. 2), 1940.

667. The following are the existing depots approved by the Collectors of Customs
under section 46 (2) of the Finance Act, 1917 :---

(1) Manning’s bottling store, 110 Ferry Road, Christchurch (New Zealand
Breweries), approved in 1924.

(2) The Union Depot, 15 Bath Street, Christchurch (New Zealand Breweries),
approved in 1924. (New Zealand Breweries has also a wholesale license for 15 Bath
Street.)

(3) The depot at High Street, Carterton, for the Kagle Brewery at Masterton.

(4) The depot at Otamita for the Gore Brewery at Gore.

New Zealand Breweries has used Manning’s bottling store to do all the bottling for its
two Christchurch breweries, the Crown and Wards, and uses the Union Depot for the
storage and delivery of beer i kegs.
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668. It appeared to us that if the Department intended to withdraw the approval
of depots as quickly as possible, the approval of New Zealand Breweries two depots at
Christchurch should have been withdrawn since the Act of 1940 was passed. In other
cases approval has been withdrawn on the ground that the depot was not reasonably
necessary to enable the brewer to vend his beer because the brewery had ready access
to the railway. Furthermore, as will be seen later (para. 675, infra), the company has
also an unlicensed store for Speight’s beer at the premises of W. Longdin in Christchurch.

669. We referred this matter to the Comptroller of Customs, who informs us, by
letter of 9th April, 1946, that Manning’s bottling store is considered reasonably
necessary to enable the company to carry on its business, but that, as the company
has a wholesale license in respect of the premises at 15 Bath Street, the question of
the revocation of the approval of the premises as a depot will he placed before the
Minister.

670. The depot at Carterton and the depot at Otamita are each a depot situated
outside a no-license district, for a brewery situated within a no-license district. Hach
depot is necessary because a brewerv situated in a no-license district may only sell beer
from an approved depot outside a no-license district (section 43 of the Finance Aet,
1915).

671. The Customs Department informs us that the approval of a depot situated
five miles or more from the boundary of a no-license district for a brewery within a
no-license district is the only case where a new depot would now be approved under
section 46 (2) of the Finance Act, 1917.

672. The Customs Department points out that, though a depot for a hrewery
must be removed when a change in the boundaries of a no-license district brings the
storage depot within five miles of the boundary of the district, the brewery itself, or
an ordinary bottling warchouse established before the carrying of no-license, or an
hotel, similarly brought within five miles of the no-license district, need not be
removed. The Department considers that this provision constitutes an anomalv and
that the anomaly should be removed. Since this proposal was made the difficulty has
been avoided for the future by the fixing of the boundaries of the no-license districts
by Act of Parliament.

UNLICENSED STORES

673. In 1926 New Zealand Breweries was granted permission to hold stocks of
Speight’s beer in unlicensed stores at various towns throughout New Zealand and to
deliver stocks from these stores in quantities of not less than 18 gallons. The reason
for this arrangement was that Speight’s beer was shipped to various parts of New
Zealand and that it was convenient to have stores for distribution at or near the
ports to which the shipment went. The Department was not prepared to approve of
premises as depots under section 46 (2) of the Finance Act, 1917, becuuse the
Commissioner of Police thought it would be objectionable for the agent to have power
to sell or deliver, from the premises, beer in quantities of 2 gallons and over (see
File C. 31/71/2--letter of 28th September, 1925, from Commissioner of Police,
Mr. Wright).

674. The Department then granted permission for the establishment of these
anlicensed stores subject to the following provisions (R. 317) :—

(1) That the beer is kept in a portion of the premises specially set apart for
the purpose ;

(2) That the beer is delivered only in vessels capable of containing 18 gallons
or more ;

(3) That the beer is delivered from the store in the wvessels in which it is
received—:.c., that it is not there repacked into smaller vessels ;
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(4) That the premises are open at any time to the inspection of Customs or
police officers; and

() That the concession is not to be regarded as approval of the premises as
depots under section 46 (2) of the Finance Act, 1917. The Commissioner of
Police had been consulted and he had no objection to these arrangements (see
letter of 12th October, 1925, File C. 31/71/2).

675. In 1926 the following stores were approved :—

) The premises of New Zealand Breweries at Luke’s Lane, Wellington.
) The premises of W. E. Anderson at Auckland ;

) The premises of F. G. Smith and Co., Ltd., Port Ahuriri ;

) The premises of S. Wright and Co., Ltd., at Wanganui ;

) The premises of Hooker Bros. at New Plymouth ;

) The premises of Nancarrow and Co. at Greymouth ;

) The premises of Mockett and Sons at Westport ; and

) The premises of W. Longdin at Christchurch.

676. In 1928 the premises of Gosling and Co. at Blenheim were approved. In
February, 1940, these same premises, on the transfer of the business of Gesling and
Co. to the Marlborough Transport Co., Ltd., were again approved.

In 1928, also, New Zealand Breweries ceased to store beer at Luke’s Lane,
Wellington, and began to store it in the Thorndon Brewery. The Department
permitted this on the ground that a brewery company, licensed to carry on more than
one brewery, may store the beer made at one of its breweries in the premises of
another of 1ts breweries. On this ground the Customs Department rejected a protest
by the New Zealand Free Trade Brewers’ Association.

677. In December, 1935, the Department approved the premises of Grant Bros.
at Nelson as a store.

678. At Wanganui the premises are now owned by the New Zealand Express
Co., but New Zealand Brewecries occupy a store and “ the agent ” is an employee of
New Zealand Breweries. New Zealand Breweries also hold a wholesale license in
respect of the store.

679. Except for the wholesale license which New Zealand Breweries now has at
Wanganui, none of the proprietors of these stores holds a wholesale or other liquor
license in respect of the store, and none of the stores is a place from which a brewer
may sell his beer under his brewer’s license.

The beer in these stores may still be the property of the company, either because
the property is not transferred until the cash is paid, or because the beer has not yet
been sold. Every sale made from the stock in these stores, which is the property of
the company at the time the sale is made, is illegal.

680. The arrangement with regard to these stores has been made possible because
the Customs Department has, apparently, the sole power of prosecution in this
matter (see para. 62, supra). The legal position appears to be that section 46 (2) of
the Finance Act, 1917, may be 1e<ra1ded as an amendment of the provisions of section
43 of Part III of the Finance Act, 1915, Section 72 of Part I1I of the Act of 1915
provides that penaities imposed by Part III may be recovered in like manner as
penalties imposed by the Customs Act, 1913, may be recovered, and the provisions
of Part XV of that Act shall apply to all such penalties and to all offences against
Part III. Section 240 of the Customs Act, 1913, provides that every information
under the Justices of the Peace Act, 1908, for an offence against this Act shall be
laid by a Collector.

These provisions presumably have the effect of excluding the right of the police
or of any private informer to take action for any breach of the provisions of section
46 (2) of the Finance Act, 1917. If so, then the Customs Department may assume the
power to sanction an arrangement which seems reasonable to the Department and to
ensure its continuance contrary to law because no one else may prosecute.

(1
@
3
(4
(5
(6
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681. We do not wish to be, or to appear to be, censorious, but we must say that
we think the authorization of illegal arrangements by any Department for the
convenience of private individuals is thoroughly bad in principle and should be
obviated by giving some lawful discretion to a suitable authority.

682. The arrangement concerning the stores of New Zealand Breweries appears
to have worked smoothly and without any abuse of its provisions. Yet, it is an
arrangement in favour of only one company and partial in its operation. If the
private ownership of breweries is retained, and if legislation is brought down to
validate the arrangement, its form would require to be changed so as to permit of
cqual treatment of other bhrewers which desired to ship their beer.

CHAPTER 33.—AGENCIES (UNLICENSED)

633. Publicans” and accommodation licenses, brewers’, wholesale, and winemakers’
licenses, all contemplate in form that sales made pursuant to cach of thom will be made
on the premises specified in the license and that delivery shall be * on” and *from”’
those premises. The apparent intention is to secure that the sales shall be closely related
to the specified premises. Through the legal interpretation to which we have already
referred (paras. 33, 35, 36, 39, and 40, supra), the holders of these various licenses may
accept, on the licensed premises, orders from a distance, and there make up the order
in a parcel addressed to the customer and hand it to a earrier for delivery to the customer.
In these (‘ITCU]TL\EH](’(‘S the sale is regarded in law as })emo made on the licensed premises,

3

and delivery is regarded as being made * on,” *at,” or ** from 7 the licensed premises.

684. An extension of this system has occurred With the establishment of what are
cailed *agencies.” The holder of a license to sell fiquor deals with an agent, who
establishes premises at a distance from the premises of the licensec.  The agent receives
orders and the cash reqmre& on the order from intending purchasers. He then sends
the order with the cash te the licensee, who then, on the licensed premises, accepts the
order, makes up a paok&wv of the goods, and, on the licensed premises, addresses it to the
sustomer.  The paokafr(‘ 18 then sent, so addressed to the customm, to the agency where
it awaits the call of the customer.

685. The agent appears to act as agent both for the customer and for the licensee.
He is an agent of the customer to take the order and the ‘money and hold the goods for
the customer. He is a general agent for the brewery in the whole transaction, because
only the brewery pays him for his services.

686. Where the.agent has himself a wholesale license, or other license, there is no
objection to delivery of the liquor from his premises. The difficulty arises when the
agent is unlicensed. The question then is whether, when delivery from the brewery to
the customer is halted at the unlicensed premises of an agent acting for both the licensee
and the customer, delivery can be said to be made ““ on " or * from 7 the licensed premises
of the licensee.

687. The Commissioner of Police has made inquiries for us, which show that some
six breweries have set up ““agencies,” numbering thirty-five in all. Of these, twelve
agents have wholesale licenses, twenty-three have not. Of the twenty-three, eighteen
exist in the Hamilton Police District, fourteen of them being agencies of the Paeroa
Brewery Co.

Furthermore, certain firms with wholesale licenses have appointed, among them,
five agents in all who have no licenses.

Certain hotelkeepers have appointed, among them, seven agents in all, none of thein
with a license.

We are informed by the Police that these agents are of a varied type. In most
cases they are shopkeepers, but there are taxi-drivers, storemen, and contractors so
engaged.
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These agents may spring up at any time anywhere, and may operate at any time of the
day or night. The practice is clearly open to grave abuse. According to a report of the
Inspector of Police for the Hamilton Police District of the 5th March, 1946, in recent
months no less than three of these agents have been convicted and fined for sly-grog
selling. The method used was to submit to the brewery faked orders and to receive
liquor and sell it to customers. The Inspector states that the agents are in no way
restricted and that they can be the means of supplying liquor to Maoris, both male and
female, to prohibited persons and other unauthorized persons at any hour.

682, The system may he further explained by reference to the evidence with regard
to particular places.

689. In Matamata there 1s no licensed hotel. Three breweries each have an
unlicensed agent. They are C. L. Innes and Co., of Hamilton, Dominion Breweries, and
the Paerva Brewery Co. Each agent has premises in the town with a sign on the windows
or elsewhere on the premises showing that he is an agent for a brewery company. The
system adopted may be explained by reference to the operations of the agent of Innes
and Co. This company has a brewery license at Hamilton and a wholesale license at
Auckland. It used to send its traveller to Matamata to take orders, but when he could
not get round during the war, the agency was opened (R. 4505).

690. The agency at Matamata is opposite the police-station and is open to inspection
by the police (R.4506). The system is worked with reference to the habits of the
community. The farmers usually come in on sale day, which is a Wednesday, pick up
the cartons sent down pursuant to the orders given on the previous Wednesday, and
leave another order, with the cash, for delivery on the following Wednesday. The
agent sends the orders to the brewery on the Friday. The goods are usually back by
rail in time for the following Wednesday (R. 4505).

691. The liquor is supplied to customers through the agency in two ways—firstly,
at the price of 20s. per dozen quarts, on which orders the agent receives a commission
from the brewery at the rate of 4s. on every 20s.; and, secondly, at the price of 7s. 6d.
per gallon in jars or kegs, on which orders the agent receives a commission at the rate of
1s. 3d. on every 7s. 6d. Out of his commission, the agent has to meet the cost of con-
tainers, rail freight, delivery charges, and loss by breakage, &e. (R. 5448). The agent is
thus paid by the brewery, subject to certain deductions in respect of the transit from
the brewery to the agency premises.

692. Evidence was given by the Mayor of Matamata, on behalf of the Borough
Couneil, objecting to the agencies in the town. The Mayor pointed out that the agencies.
were required to sell in quantities of not less than 2-gallon lots, and that the value of the
beer entering Matamata exceeded £12,000 a year. He said that the system was
unsatisfactory for the following reasons (R. 4454) :—

(a) It forces many persons to purchase more beer than they require at the time.

(B) It encourages the storing of beer in the homes.

(v} Tt encourages excessive drinking amongst the young people.

(d)y No service is available to the travelling public.

(¢) The public generally ave denied the usual privileges and customs associated with a well-managed
Licensed hotel. -
The Mavor indicated that the progress of the borough was retarded by the absence of
licensed hotels.

693. At Waiuku there is a conflict between the licensed hotel, which belongs to
New Zealand Breweries, and an unlicensed ageney established bv Dominion Breweries.
The hotelkeeper sells beer at 21s. a dozen. The beer which has heen purchased at the
brewery and sent through the agency is sold at 13s. a dozen. A member of the Licensing
Commniittee (Mr. F. A. Harcombe) had investigated the position, and he thought it was
very unfair that the licensee, who rendered a public service by providing beds and meals,
should he under-sold in this way.
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694. The position at Ashburton was stated to us by the solicitor for the Ashburton
Borough Council, who gave evidence on behalf of the Borough Council.  He said that the
following licensees outside Ashburton had established the following agencies within
Ashburton (R.5276) : The licensee of the Chertsev Hotel (twelve miles north of Ash-
burton) had two agencies, one of which had recently been closed following a convietion
for breaches of the law ; the licensee of the Railway Hotel, Rakaia, had one agency :
the licensee of the King George Hotel, Christchurch, one agency; Ballins Brewery,
Christchurch, one agenev : Maling and Co., Ltd., wine and spirit merchants, Christchurel,
one agency ; the Timaru branch of the National Mortgage and Agency Co. of New Zealand,
holding a wine and spirit license, one agency (being the Ashburton branch of the same
company). The solicitor also stated that one wine and spirit merchant (Bishop and Co.,
Ltd., of Christchurch) whose agent had died recently had annouuced its intention to
reopen 1ts agency after the war,

695. For the most part these agencies in Ashburton occupy small shops in the
low-rental part of the town. They do not pay any license fees to the Borough Council
and do not provide any accommodation for the travelling public. They pay low rates
on their property, and most of the money which passes through their hands goes out
of the town.

In the past there have been numerous convictions for sly-grog selling in connection
with these agencies, though the Borough Council did not suggest that the present agents
were not observing the law.

696. At Mount Somers, which is twenty-six miles from Ashburton, there are two
agencies, one for each of the two licensed hotels at Methven, nineteen miles away. One
of the Agencies at Mount Somers is the local boardinghouse, and the other a private
house (R. 5253, 5309, 5317, and 5337). In respect of these agencies, Mr. R. A. Burnett
(the managing director of the Blackburn Coal Co., Ltd., the Mount Somers Mines,
Ltd., and the Burnett Transport Co., Ltd., and with interests in other mines), said that
the agents for the Methven hotels at Mount Somers sold liquor in large quantities and
that the sales were detrimental to the welfare of the men working in the district. He
sald the men stocked up at the week-end and sometimes there were not very many men
working in the mines on Mondays.

697. If the method of sale through an agency, strictly carried out, is in accordance
with the law, then it is also a method which is open to great abuse. The person
conducting the agency can himself give orders to breweries, wholesale merchants, or
publicans in any part of New Zealand and obtain 2-gallon lots addressed to himself.
He can then engage in sly-grog selling. There have been recent convictions in
Ashburton, where it was proved there was more liquor on the premises than could be
accounted for by the orders held by the agency. On one occasion persons were foun:d
drinking on the premises (R.5263). In respect of Mount Somers, the Anglican
clergyman, the Rev. L. K. Collins, said : ** The law iz very greatly ignored ” (R. 5338).
One agent was recently fined £50 for selling liquor on a Sunday (R. 1176).

698. The Commissioner of Police informed us that he was strongly opposed to the
agency system. He said it was too difficult to detect and was open to too much
abuse (R.1175 and 1176). His general understanding of the position was that the
agencies sell to people whom they know, but not to strangers (R. 1176). It is obvious,
too, that the agencies may spring up at any time, anywhere, and may keep open and
do business at any hour of the day or night.

CHAPTER 34—FAILURE TO INSTALL PROPER SYSTEMS OF ACCOUNT,
DISTINGUISHING BETWEEN THE BAR AND THE ACCOMMODATION
SIDE OF AN HOTEL
699. We have already referred to this matter (paras. 614-621, supra). The

evidence generally for the trade was that it was impracticable to allocate the revenue

and expenditure between the bar and the accommodation sides of an hotel. Actually
an apportionment was made in respect of the Empire Hotel, Wellington (see parax.

619-621, supra), though we do not know on what basis.
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700. Apportionment is also continuously made by the licensee of the Grosvenor
Hotel, Timaru (Exhibit A, 153). This licensee in his statement to us described the

system as follows :(—

The system adopted is designed to give the fullest possible detail of all revenue and expenditure
items as I keep an up-to-date record of these by means of charts and graphs, for comparison purposes,
which I consider is very essential to-day to enable me to maintain an efficient control of the hotel.

With this basis and the analysis to work upon I can ascertain reasonably accurately the financial
results of the two departments of the hotel——viz., accommodation and bar. Wages, for instance, are
analysed in the weekly pay-sheet between kitchen, dining-room, housemaids, porters, and bar. Thus
with all direct expenses I have the information to make the allocation to each department. As a
further example, power is allocated between the house and the bar on a wattage basis, while due
provision is made for bar-staff meals, bar counter-lunches, laundering of bar-towels, &c.

Direct expenses cover such items as wages, power, &c., alrecady mentioned, and laundry, bar
renewals, hospitality, house renewals, license, depreciation of furniture, housc-expenses, &ec.

With overhead expenses, certain of them, such as mortgage interest, land rates, &c., are
allocated on the basis of the floor space used by each department, allowing for the fact that bar space,
being on the ground floor, is of more value than upper-floor space. The bar is debited also with
upper-floor space for bar-staff quarters. The remaining overhead expenses, such as general expenses,
telephone, motor-rimning expenses, printing and stationery, &ec., are allocated separately on what is
considered a fair proportion to each department.

From my own experience I would say that it was impossible to lay down any hard-and-fast rule
to cover the allocation of expenses for all hotels, but the essential factor is to have costs and expenses
split up or analysed to a fairly fine degree to enable the allocation to be readily and accurately made,
and to enable meals and other costs to be worked out, and to acquire an intimate knowledge of the
hotel and the working of it.

A very important point that has a great bearing on the individual results of the two departments
is the complementary effect of the guests, and the business they bring to the hotel on the lounge or
private-bar trade. Thus due credit must be given to the accommodation department for a reasonable
allocation of the profit from these bars. In my case it is fairly easy, as I consider the majority of my
Jounge-bar trade is from guests, directly or indirectly, but this would not be the position in hotels in
the larger cities.

701. Some difficulty may arise, as indicated, with respect to the allocation of the
revenue from the lounge-bar trade, but we think that any hotel could, with observation,
arrive at a satisfactory apportionment of the amount of revenue due to guests and to
strangers and make an allocation accordingly. We think, indeed, that it is elementary
in cost accounting that an allocation could fairly be made.

702. The general lack of proper accounting between the two sides of the hotel is,
we think, unsatisfactory. 1t tends to give rise to the suspicion that the accommodation
side may pay better than is alleged, but that it is not desirable to show it. The fact
that private hotels, sufficiently large to form an economic unit, make substantial
profits on accommodation alone tends to support this view. The suspicion may, of
course, be ill-founded. It is not likely to be removed until it i1s the general rule for
separate accounts of both sides of a residential hotel to be kept on a proper cost

accounting basis.

CHAPTER 35.—MISLEADING ADVERTISING AND RESTRICTIONS ON
ADVERTISING

703. The advertising of alcoholic liquor raises these questions :—

(1) Whether some advertisements have been misleading ;

(2) Whether liquor advertising has unduly stimulated the demand for alcoholic
liquor ;

(3) Whether liquor advertising should be restricted ; and

(4) Whether, as in the Invercargill Licensing District, it should be abolished.

704. Misleading advertisements have been published concerning the vitamin content
of beer, particularly the riboflavin content. Compared with milk, beer is a relatively
poor source of riboflavin (R. 299 and 738). Other advertisements have suggested, with
the aid of attractive drawings, that beer 1s an effective aid in excelling in various forms
of sport (Exhibit B. 2). Other advertisements have indicated that the worry and
drudgery of housework and the strain and fag of office work are relieved by a particular
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brand of stout. Another advertisement suggested that women were made beautiful at
fifty by taking a particular brand of gin, the suggestion being accompanied by an
appropriate picture (Exhibit B. 2). On the other hand, advertisements associating drink
with motoring ceased some years ago as the result of the action taken by the Safety
Council set up by the Minister of Transport. Indeed, one brewery in Dunedin advertised
in May, 1938, ¢ Drinking and driving do not mix.”

705. There can be no doubt that some liquor advertising has in the past been
misleading. The attitude of the trade is that it would support regulations preventing
distorted or misleading statements from being published regarding the nutritive or other
properties of alcoholic liquors (R. 7403), though the trade otherwise desires the abolition
of the Emergency Regulations.

706. On the question whether liquor advertising has unduly stimulated the demand,
we note that the advertising has not been limited to newspapers, but has extended to
the screen. The General Superintendent of the New Zealand Alliance suggested that
screen advertising had tended to associate, in the minds of young people in the audience,
the consumption of liquor with sport and with entertainment (R.2063). As screen
advertising is visual and, therefore, more vivid than the written word, screen advertising
may well have had this effect.

707. No action was taken to reduce liquor advertising before the war, or until
June, 1942. By that time it had apparently become desirable to reduce the incentives
to the consumption of alcoholic liquor. Regulation 18 of the Licensing Act KEmergency
Regulations 1942 (No. 2), (1942/186, made on the 22nd June, 1942) provided as follows :—

(1) No person shall publish or cause to be published in any newspaper (other than a newspaper
circulating exclusively or principally among persons engaged in trade or commerce) any advertisement
relating to any intoxicating liquor, if the advertisement exceeds 2% in. in width and 2 in. in length.

(2) No person shall publish or cause to be published in any manner whatsoever any advertisement
relating to intoxicating liquor which illustrates the drinking of liquor by women or which is calculated
to, or which may in any manner whatsoever, encourage or increase the consumption of intoxicating
liquor by women in particular.

(3) No person shall publish or display or cause to be published or displayed in any manner so that
it shall be visible from any road, street, or public place any poster, placard, handbill, writing, picture,
or device advertising any intoxicating liquor :

Provided that nothing in this subclause shall apply to the publication or display of any poster,
placard, handbiil, writing, picture, or device in or upon any premises where intoxicating liguor is
manufactured or sold.

(4) No person shall display or cause to be displayed in any theatre, or publish or cause to be
published by means of a broadcast from a wireless transmitting station, any advertisement relating
to intoxicating liquor.

(5) Nothing in this regulation shall be deemed to prohibit the publication or display at any time
before the lst day of September, 1942, of any advertisement relating to intoxicating liquor if the
advertisement is published or displayed in pursuance of a contract made before the commencement
of these regulations.

(6) Any person who commits a breach of this regulation shall be liable on summary conviction
to a fine not exceeding £100.

(7) For the purposes of this regulation the term
magazine, or other document published at intervals.

(8) Any contract relating to the publication or display of advertisements relating to intoxicating
liquor the performance of which is affected or prohibited by the provisions of this regulation shall, on
the application of cither party thereto, be varied in such manner as may be just and equitable in the
circumstances. If any dispute arises as to whether any, and, if so, what, variation should be made
in any conftract as aforesaid, the dispute shall be referred to the arbitration of one arbitrator if the
parties can agree upon one, otherwise to two arbitrators, one to be appointed by each party to the
dispute, undexr the provisions of the Arbitration Act, 1808.

<

‘newspaper ” includes every paper, pamphlet,

708. The question whether these restrictions should continue has been raised. The
combined churches and the New Zealand Alliance are strongly in favour of continuance
of the restrictions, and the combined churches go further and suggest that the Commis-
sion should consider whether liquor advertising should not be done away with altogether
(R. 2451). On the other hand, the trade desire the removal of the restrictions, save
with respect to regulations preventing distorted or misleading statements regarding the
nutritive and other properties of alcoholic liquors (R. 6725, 6813, and 7403).
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709. The scrcen advertising industry has represented to us that Regulation 18 (4),
quoted above, prohibits the display in any theatre of any advmnbement relating to
intoxicating liquor, while Regulation 18 (1) permits newspaper advertisements 1el&tmg
te liquor, subject to certain provisions. The industry asks that screen advertising be
placed on the same basis as newspaper pablicity, and has no objection to restrictions
which will secure that the nature of the publicity complies with the general purpose of the
restrictions on liquor advertising (R. 6068).

710. The issue raised between those who wish to restrict or abolish liquor advertising
and those who wish it to be free and unrestricted is of great importance. We have already
pointed out (paras. 409 and 708, supre) how the large hrewery companies are ready to
encourage progressive sales policies. The question is whether aleoholic liquor is a com-
modity in respect of which the stimulation of demand should be freely permitted orx
restricted or abolished, as in the Invercargill Licensing District.

CHAPTER 36.—SLY-GROG SELLING

711. Sly-grog selling comprises not only the sale of liquor without a license, but
the sale of liquor outside the terms of a license. The latter offence seems to be rare,
but we have evidence that during the war a wholesale firm was fined for selling one
bottle of liquor, and subsequently had its license suspended for six months (R. 710,
2811, and 2859). -

The evidence of the police shows that they expect the sale of liqguor without a
license to occur at any time anyvwhere within the country (R. 900 and 1152).

712. The Commissioner of Police gave the following returns of convictions for the
following offences (R. 338) :—

—_— l 1935.

1986. . 1937. l 1938. ‘ 1939. ! 1940, ‘ 1941. ’ 1942, “ 1943. | 1944,
! i

(1) Selling or exposing liquor for sale 63 1 134 ‘ 167 ‘ 107 | 158 175 ¢ 100 | 225
without a license |
(2) Supplying liquor to Natives in pro-

‘ 403 - 242
‘ v
claimed districts “
{
i

34

‘i 60| 98| 139 | 138 | 176 265 | 297 I 246 364
| \ '
| |

713. The figures for 1939 to 1944 inclusive are for the war years. There were
fewer servicemen in the country in 1944. The convictions for selling or exposing liquor
for sale without a license in 1944 were only three-fifths of the number in 1943, but the
convictions for supplying liquor to Natives in proclaimed districts in 1944 were half
as many again as in 1943.

714. The sly-grog seller has many and easy sources of supply (R.1152). He may
buy legitima tely from brewers, wholesale merchants, or pubhctm& He may send an
order to any of these vendors in any part of New Z ealand and receive a parcel of liquor
addressed to himself, either through a carrier or through an “ ageney ™ or through the
C.0.D. system of the New Z udmnd Railways. He may give such an order in his own
name or in a fictitions name. e may give one order in his own name and other orders
in a fictitious name or names. In this way he may double or treble his supply at any
one time (R. 854 and 857). The sly-grogger may also obtain his supplies from home
brew. There is police evidence that a great deal of sly-grog comes from home brew.

715 During the war steps were taken by the Customs Department to prevent
wine-stills at Henderson from being used for the supply of illegal spirit (R. 2916). Some
spirits for unlawful sale came from illieit stills in Auckland and Wellington, and one was
also found in Christchurch in 1944 (R. 1316).

716. Various classes of the community engage in sly-grog selling. Mostly they are
Huropeans, but Maoris, Hindus, and Dalmatians also operate.
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717. The Europeans may include persons carrying on an “‘ agency ” (Chapter 33,
supra, and R. 6578). In one case mentioned to us, youths obtained beer from an agency
within half an hour of going in and giving their order (R. 6087).  Europeans may also
melude * droppers 7 (R. 3620 and 6475), boot-leggers in hotel bars (R. 2807), barmen
{R. 1566), carriers and taxi-drivers (R. 130 and 3620).

718. Maoris operate in the King-country. An example of their operations is given
by Mr. Paterson, S.M., who said (R. 130) :—

A Maori sends a written order with or without cash in a pakeha name to a brewery. The liquor
i railed to Te Kuiti, and the Maori goes to a carrier with a written authority purporting to be signed
by the pakeha and a letter directing the carrier to take delivery from the railway and leave it on a
certain stand to be picked up by the writer. In one case at Te Kuiti it came out that a Maori woman
had suecessfully worked this scheme five times in different pakeha names within three weeks, using
wrder forms supplied by the brewery, and which appeared to indicate that the brewery had set itself
out to do a cash mail-order business in the King-country. The carrier was prosecuted, but not the
brewery nor the woman.

719. Hindus are alleged te obtain liquor for Maoris and sell it to them in the pas
or elsewhere. The representative of the New Zealand Indian Central Association (Ine.),
{which was formed in 1927) said that, so far as they could aseertain, there were not more
than ten Indians resident in Native pas (R. 6529), and that during the last five vears,
fourteen Indians had been convicted of the offence of supplying liquor to Maoris. The
offences had been confined to Rotorua, Frankton, Te Kuiti, Te Awamutu, Pukekohe,
Hamilton, and Kawhia. There was no record of any conviction in Wellington, Taranaki,
or Hawke’s Bay Provinces or in the South Island.

There is evidence that Hindus were suspected at one time of supplying liquor to
Maoris in Auckland (R. 5866).

720. Although the number of Hindus operating as sly-grog sellers to the Maoris
may not be as great as is sometimes supposed, the evidence shows that those who do
live in the pas are a grave danger to the Maoris [see, for example the evidence of Mr.
Paterson, S.M. (R. 6083)].

721. The evidence shows that Dalmatians operate among Maori communities in the
far North of New Zealand, where they sell wine and other liquors unlawfully to Natives
{R. 3585). We have had a strong letter from the Mangonui Hospital Board on this
subject. The Board says that locally-made wine forms a large proportion of such liguor.

722. Sly-grog sellers appear to be of two types. Retired Superintendent Lopdell
distinguished between the *real sly-grogger ” and the * mushroom sly-grogger.” He
said that the real sly-grogger was jealous of his clientele and very cautious. He would
sell as he bought, without adulteration, but only to his customers whom he knew. The
mushroom sly-grogger would come into the market only occasionally, when he would
obtain a dozen bottles of liquor and, by dilution, turn them into two or three dozen of
various concoctions.

723. We refer now to the position in the various districts. Superintendent Edwards
said that sly-grogging was most likely to occur in the large towns and in the no-license
districts.  On the other hand, retired Superintendent Lopdell did not think that the
no-license district specially favoured sly-grog selling unless the district had back areas
with small settlements, as in the King-country, where there were, for example, sawmills
and mines and no hotel (R. 2969 and 3000). This reasoning seems to be sound, and
it must apply also to licensed areas where there are scattered communities of working-
men without comparatively ready access to a licensed house.

724. With reference to the license districts, we had evidence mainly concerning
the position in Auckland and Wellington during the war. Sergeant J. L. Adams
-explained the conditions in Auckland and how they were mastered (R. 2807). In one
raid at Titirangi, in Auckland, £400 worth of liquor was seized (R.3098). At first the
American authorities in Auckland co-operated with the police in enforcing the law,
but subsequently withdrew their support because they thought that their men, when
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on liberty after 8 p.m., should be able to obtain a drink lawfully. The opinion of
Sergeant Adams was that much of the sly-grog selling would have been avoided had the
visiting servicemen been able to obtain a lawful drink in the evening.

725. Evidence as to the conditions in Wellington, and how they were brought under
control, was given by Sergeant G. E. Callaghan (R.1574). The demand was created
largely by the visiting servicemen, who desired, not so much beer, as wine and spirits.
On one occasion in one raid in Wellington over £1,200 worth of liquor was seized.

726. The conditions referred to were war conditions, but the record of convictions
shows that before the war liquor was regularly sold unlawfully. We have evidence
also that it continues in the centre of Wellington, where licensed hotels are easy of
access. The Rev. Harry Squires, of the City Mission, Wellington, gave evidence of it
within his parish (R. 1382 and 1383). Chief Secretary Charles Walls, of the Salvation
Arney, gave evidence that sly-grog selling was prevalent in the Te Aro Flat area.

727. In Invercargill the police know of no sly-grog selling to-day (R. 5585), though
one witness indicated that he knew it had not disappeared (R. 5630).

723. With respect to the no-license areas, we refer first to the King-country. Large
quantities can be obtained from the brewery at Hamilton through the C.0.D. system
of the New Zealand Railways. Mr. Paterson, S.M., at Hamilton, said (R. 136) :—

Time and time again I have had cases of sly-grog selling where the offenders have had orders
supplied that would represent good orders for country hotels
Supplies may also be obtained surreptitiously and brought in by road. We have had
much evidence as to the difficulty of the police in preventing cars filled with liquor from
coming into the King-country by back roads.

729. Sergeant Campaguolo, who was in charge of the Te Kuiti sub-district from
October, 1937, to January, 1941, said that sly-grog selling was very prevalent in the
district. Between 9th November, 1937, and the 13th June, 1939, before the war com-
menced, there were forty-five convictions for sly-grog selling at Te Kuiti. The fines
amounted to £720, and four offenders were sentenced to terms of imprisonment. The
sergeant said that he had no trouble with Hindus (R. 852).

730. Bergeant Gatehouse, who was stationed at Te Kuiti from January to August,
1944, and again since November, 1944, found that there was much difficulty with visiting
servicemen, and that they had to be prevented from visiting the area. He said that there
was little sly-grog selling in Te Kuiti at the present time. He knew of only one reputed
sly-grog seller in the town (R. 5126). On the other hand, he regarded the C.0.D. system
as wide open to abuse, and thought it should be abolished. A return which he supplied
showed an increase in offences fmm 1935 to 1939 inclusive, and thereafter a reduction.
We set out the return as follows (R. 5128) :—

| ! |

. | i 1945 to
—_— 1635, ‘ 1936. | 1937, | 1933, | 1930, | 194 l‘)«ﬂ f 1942, 1943.11944. | 7th July,
¢
| ‘ ]‘ i 1945,
| | 1 I i I
Drunkenness . l 2 13 i 7 18| 461 50 | 15 12 E 9 3 6
Selling liquor unlzm fully .. | 2 ‘ 4, 2 13| 28 18 61 1 ..
Suppwma liquor to Natives | 8 P2 J s o221 20| 12| 11 17 ‘[ 14 3

731. Although the convictions have fallen in this way at Te Kuiti, it appears from
the evidence of the Maoris who gave evidence at Te Kuiti that there is a very considerable
amount of sly-grog selling still going on. Witnesses who were in favour of licenses being
granted in the I&lnw—coun‘rrv and witnesses who were opposed to the grant, were both
agreed on this pomnt (R. 4814 and 4918).

732. The evidence indicates that the position is worse at Taumarunui with respect
to sly-grog selling than it is at Te Kuiti, but that the position is better at Raetihi.
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733. With respect to the Masterton electorate, the evidence shows that there is
very little sly-grog selling at Masterton. This was the view of the Masterton No-license
League, represented by Mr. George William Morice, the senior assistant at Wairarapa
College (R. 6207). A similar view was expressed by Mr. Walton, the Mayor of Eketahuna,
who gave evidence on behalf of the residents of the borough and the County of Eketahuns
(R. 1711 and 1731). As the Mayor desired licenses and the No-license League did not,
we think we may assume that there is little sly-grog selling in the Masterton electorate.

734. In Ashburton the ‘position is peculiar. The police sub-district, in which the
Town of Ashburton is, was ““ dry > from 1902 to 1927 (R. 5274 and 5275). The electoral
boundaries were ah;ored on five occasions—in 1907, 1911, 1917, 1921, and 1927. TUnder
the last alteration the Ashburton electorate ceased to exist. Part, including the Borough
of Ashburton, was joined with Ellesmere, a “ wet” district, to make the Klectoral
District of Mid-Canterbury. The other part was jomed to the Electorate of Temuka,
another * wet ” district. In each case the population of the part of the old Ashburton
district was smaller than the population of the area to which it was joined, so that the
districts of Mid-Canterbury and Temuka are regarded as " wet ” districts.  Yet under
the law hotels cannot be reinstated in the Ashburton Police Sub-district (para. 1102,
mfra).

735. We have been supplied by Sergeant James Francis Cleary with a summary
of the convictions for sly-grog selling in the Police Sub-district of Ashburton from the
year 1923 onwards. They are as follows (R. 5254) :—

1923-1927 (dry period) : 28 convictions, average 5-6 per annun ;

1928 (transition year) : 1 conviction ;

1929-1933 (wet ponod) 38 convictions, average 7-6 per annwmn ;
1934-1938 (wet period} : 29 convictions, average 5-8 per annwn ;
1939-1943 (wet period) : 34 convictions, average 6-8 per annum ; and
1944 (wet period) : 5 convictions.

It would seem from this return that there was no great difference in the average between
the “dry” period and the period during which Ashburton has been included in the
“wet ” electorate.

736. In Oamaru the evidence shows that at one time slyv-grog selling was rampant,
but that it began to disappear after no-license was carrted. The evidence is that it has
now almost entirely disappeared (R. 5969, 5970, and 5975). The reasons given by Mr.
H. D. Grocott, on behalf of the Oamaru Temperance Council, were :—

(1) That it is much easier for the police to detect sly-grog selling in no-license
than m wet areas;
(2) That the police have for the last ten or fifteen years heen doing their best
to eliminate sly-grog selling; and
(3) That the young people are being educated so that they do not grow up to
drink as they used to do.
The reason given by Senior Sergeant MoGregor, who was stationed in QOamaru from
1909 to 1915 and again from 1935 to 1945, when he retired, was that the practical elimin-
ation of sly-grog selling was due to Police supervision (R.5975).

737. Upon a view of the whole of the evidence, we conclude that the existence of
sly-grog selling does not materially depend on whether the district is license or no-license.
It depends on whether there is a demand for sly grog, either (1) where there are no
licensed hotels, as in no-license districts ; or (2) where the hotels are not readily available
as in scattered settlements of either 1](‘(’Y159 or no-license districts; or (3) during the
hours when the licensed hotels are closed.

738. We think the extent to which the demand is supplied depends very largely
upon the degree of police supervision which is given, or which it is practicable to give.

739. Special reference should be made to the powers which enabled the police to
control sly-grog selling in the principal cities during the war. These powers were con-
tained in Regulations 20 and 21 of the Licensing Act Emergency Regulations 1942
(1942/186) and Regulations 6, 7, and 8 of the amending regulations of July, 1943
(1943/122).
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740. Regulation 20 of the Regulations 1942/186 provided that any constable might
at any time enter without warrant upon any unlicensed premises ©* in which he reasonably
suspects any offence against the provisions of the Licensing Act, 1908, relating to the
sale, exposure, or keeping for sale of intoxicating liquor by unlicensed persons or in
unlicensed premises has been or is about to be committed.”  The regulation authorized
him to search the premises and seize any intoxicating liquor found therein. Regulation 21
provided as follows :—

If in any prosecution for the sale, exposure, or keeping for sale of intoxicating liquor by an
unlicensed person or in unlicensed premises. the evidence produced by the informant or the facts
admitted by the defendant are sufficient to constitute a reasonable cause of suspicion that the
defendant is guilty of the offence charged, the burden of proving that the offence was not committed
shall be upon the defendant.

This regulation changed the hurden of proof upon the establishment of * a reasonable
cause of suspicion ” that the defendant was guilty.

T4, These regulations were strengthened by the regulations passed in July 1943
(1943 122). Regulation 20 (1) was repealed, and the following substituted : —

Any constable may at all times by day or night and on any day of the week enter without warrant.
and if need be by force, upon any place, whether a building or not, in which he reasonably suspects
that any offence against the provisions of the Licensing Act, 1908, or against these regulations has.
been or is about to be committed, and may search the place and every part thereof and may seize
any intoxicating lquor and the vessels containing the liquor found in any place so entered, not being
licensed premises.

Furthermore, Regulation 8 of the regulations of 1943 added the following regulation
to Regulation 20 :—

Any constable may arrest without warrant any person who is reasonably suspected of having
committed an offence against the provisions of the Licensing Act, 1908, or these regulations relating
to the =ale, exposure, or keeping for sale of intoxicating liquor by unlicensed persons.

In addition, Regulation 6 () of the regulations of 1943 made it an offence for any person
to keep for sale any intoxicating liquor without being authorized by law to sell the
Same.

Prior to the enactment of this regulation there was no offence unless a sale had been
made. The police found, however, that this regulation was only helpful in cases where
large quantities of liquor were seized. If a person was found with simply one bottle
of whisky in his pocket, then, even though he was suspected of being a sly-grogger,
the Court would not call upon him to discharge the onus of proof until the prosecution
had established that the circumstances showed there was a keeping for sale.

742, Sly-grog selling went on also in night clubs. Eight convictions were obtained
in Auckland in 1943, but the fines were regarded by the proprietors merely as license
fees (. 2209).  The introduction of the Places of Entertainment Emergency Regulations
1944 (1944/72), which gave the Commissioner of Police the power to close the premises,
subject to an appeal to a Magistrate, had a steadying effect upon the managements.

743. The police advocate the retention of the emergency regulations which enabled
them to deal with sly-grog selling. In addition, further remedies have been suggested
in the evidence as follows :—

(1) That the penalties should be more severe. Both the Magistrates and the
police are agreed on the point that, if the penalties authorized by the legislation
were made more severe, much could be done in controlling sly-grog selling
(R. 3112, 4895, 5262, and 6475). The retention of the emergency regulations would
en=ure more severe penalties.

(2) That vehicles seized when bringing liquor illegally into a mno-license
district may be forfeited, just as a vessel bringing uncustomed goods into the
country may be forfeited (R. 1871).

(3) That a limit should be placed on the quantity of beer supplied by a brewery
to a private individual (R. 135/6).
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() That once a person has been convicted of sly-grog selling, he should 1
prohibited from obtaining further liquor for a period (R. R5: ))

(3) That the hours of sale should be extended. Some witnesses doubt whether
this would have any effect.

(6) That redundant licenses should be cancelled and new licenses issued where
required (R. 1162).

PART VIII,—MISCHIEFS RELATING TO CONTROLLING AUTHORITIES
CHAPTER 37.—SUBMISSIONS AGAINST PUBLIC AUTHORITIES

744, Submissions have been made to us that some public authorities which have
the duty of controlling the trade do not adequately discharge their duties, and that,
in some cases, the trade has exercised a direct or indirect influence in its own favour
upon some of these public authorities.

We proceed to consider such of these submissions as we think should be dealt with
in this report—viz., those concerning the Customs Department, the police, Licensing
Committees, and the Price Tribunal.

745. We refer first to the submissions made against the Customs Department in
respect of —
(1) The 10 per cent. allowance for wastage brought mto operation in 1915 ;
(2) The permission granted to New Zealand Brcweriox in 1926 and in subse-
quent years to have wnlicensed distributing stores for Speight’s beer in various
towng throughout New Zealand ;

(3) The Westland Brewery case in 1941 ;

(4) The war taxation of May, 1942, which, it 1s alleged, enabled the breweries
to meet the nereased duty by using additional water ;

(5) The permission granted in September, 1942, to the wholesale firm of Hughes
and Cossar, Ltd., to manufacture liqueurs ; and

(6) The allowance in May, 1943, of sugar in the manufacture and priming of
heer.

CHAPTER 38.—CUSTOMS DEPARTMENT: THE WASTAGE ALLOWANCE TG
BREWERIES

746, Section 55 of the Finance Act, 1915, 1s as follows i —

When the whole of the worts for any brewing are in the fermenting-vessels the brewer shall
immediately cause to be correctly entered in the brewer’s book the quantity and specific gravity of’
such worts, and the duty shall be paid as upon beer in accordance with such quantity and gravity,
less such allowance for wastage in manufacture and nuse on the brewery premises as may be prescribed :

Provided that it shall not be lawful to delay the running into any fermenting-vessel of any part
of the worts to be fermented beyond six hours from the time at which yeast is first added to any ot
such worts.

T47. This section introduced the KEnglish method of imposing duty upon beer..
The section plainly Cuutemplatex that the duty is to be paid upon the worts for any
brewing ax though the worts were heer, in accordance Wlth the quantity and gravity
of those worts when the whole of them are in the fermenting-vessels. The duty is.
pavable upon " anyv brewing ” and is therefore pavable in respeet of each particular
brew. The quantity of worts 1s to be reduced for the purposes of taxation by such
allowance for wastage in manufacture as may be prescribed. The reason for this
allowance is that the tax is imposed upon the worts as beer, and therefore any wastage
involved in the process of manufacturing the worts into heer should be deducted from:
the guantity of worts.
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748. The view is clearly open upon section 55 that the process of manufacturing
beer from worts does not include the bottling or the casking of beer and therefore that
the wastage in manufacture does not include wastage in bottling or casking. On the
other hand, 1t may be claimed that section 55 does include wastage of these kinds. We
referred the point as it affected wastage in bottling to counsel. Counsel for the trade
have submitted a careful and extensive memorandum on the position with a view to
showing that bottling Josses are included in the section. Counsel for the Alliance have
submitted a nwmummlmn arguing hriefly that ("mr-lv they are not included. Prime
facie, it would appear that rhcy are not included, bat we are not requived to decide
the point. It ix \Uﬁu dent that an impmtant question does arise under the sectiom as
to whether the allowance for wastage does or does not include bottling losses.

749. To the wastage allowed in manufacturing the worts of any brewing into beer
is added an allowance for the use of beer upon the brewery premises. This is beer
consumed by workers and customers. It is negligible in relation to the total wastage.

750. The allowance for wastage is prescribed by Regulation 6 of the regulations
made under Pagt 11T of the Finance Act, 1915, The wastage allowed is 10 per cent. of
the worts pitched for fermentation. As it is an dHUWd‘IlC(, mtended to cover the
wastage ncurred in manufacturing the worts into beer, the wastage may apparently
be described as 1t is described 1 England (see section 13 (3) (4) of the Inland Revenue
Act, 18R0) as W‘thage ‘i respect of such accidental Joss and waste as arises in the
brewing of beer.”

751. The New Zealand law provides no check upon the quantity of the worts which
the brewer should obtain from the quantity of the materials which he uses “ for any
brewing.” In England there is a materials’ check, and the English system should be
explained.

752. Beer duty in England is governed by section 13 of the Inland Revenue Act,
1880, and section 10 of the Finance Act, 1896 (sec R. 6408, 7323 ; Highmore’s Execise
Laws, 3rd Kd., Vol. I, p. 262 ; and Halsbury’s Laws of England, 2nd Ed., Vol. 28, pp. 334
and 335). The charge 1s imposed on the worts actually produced, calculated on the
quantity and gravity of the worts as declared by the brewer in his brewer’s book. The
check by reference to the materials is fixed by the statutory provisions and is stated in
2 Halsbury, Vol. 28, p. 335, as follows :—-

A brewer of beer is deemed to have obtained 36 gallons of worts at the standard gravity
(1057 degrees) when he has used in brewing either 84 lb. weight of malt or corn (other than rice,
flaked maize, and corn similarly prepared or dressed), or 56 1b. weight of sugar.

From the quantity so deemed to have been obtained from the materials used,
4 per cent. is deducted. The net result is then compared with the quantity of worts
shown in the brewer’s book. The higher figure is selected and brought to charge. From
the figure so brought to charge, 6 per cent. is deducted as representing the acecidental
wastage involved in brewing the beer from the worts, and the duty is imposed upon the
balance.

753. If 6 per cent. is & fair allowance for the wastage invelved in brewing beer from
worts in England, it may be asked why 10 per cent. shoulfl be allowed for mnﬂar wastage
in New Zealand when the Finance Act, 1915, was designed to adopt the English systen.

754. Tt should first be explained that the matter of wastage did not assume import-
ance until the beer duty was substantially raised. When the beer duty was low, the
duty payable upon the amount by which the allowance for wastage exceeded the actual
wastage was not important. When the beer duty was increased, it became important ;
and the Comptroller of Customs estimated that in 1941 the revenue lost duty on some
763,988 gallons (being the difference between the loss and the gain in gallons shown in
the schedule at R.1310). Calculated at the average of present rate, the duty on that
amount would be £110,778.  (For this calculation the average present rate has been taken
at 2s. 10-8d., which is an average of the duty paid on the entire production of beer brewed
i New Zealand in 1944.)
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755. On the other hand, it was suggested that even this loss of beer duty was not
important, because the greater the allowance for wastage, the less the amount of taxation
deductible from profits and therefore the greater the income-tax. The trade, however,
does not adopt this view, nor does the Customs Department. Counsel for the trade said
that the retention of the 10 per cent. wastage allowance was a matter of outstanding
importance to the trade (R. 7435). Again, Mr. R. Francis Joyce (who had been assistant
brewer at Staples Brewery, Wellington, from 1910 to 1920 and was subsequently employed
at Manning’s Brewery, Christchurch, and was later manager of the brewery at Kaiapoi,
but who has been for many years a radio electrician) gave evidence that an enormous
revenue was lost through allowing 10 per cent. for wastage instead of 6 per cent., which
he thought was more than generous (R. 5452). In any event, the allowance for wastage
ought to be properly and fairly allowed as such.

756. In answer to questions, the Comptroller suggested that the reason why the
wastage allowance was higher in New Zealand than in England was that the small New
Zealand breweries were inefficient and therefore that an ample allowance for wastage
for all breweries was necessary in order to meet the needs of the smaller breweries
(R. 6415). When asked, however, whether he suggested that the small brewers in New
Zealand had worse types of equipment than the English brewers had in 1880, he said
he would not suggest that (R. 6384).

757. In evidence before us the Customs Department included bottling losses in the
wastage allowance, provided that those losses were meurred by brewers. The Depart-
ment did not go so far as to make any allowance to bottlers who did not themselves
nmanufacture beer.  This may have been because bottlers are not brewers. Yet the
brewer woulil get o wastage allowance over all his beer before, say, selling to a bottler.
If the allowance is simply on the beer before bottling or casking, then the basis is rational,
and i also consistent with the fact that from three-fifths to two-thirds of the beer which
is manufactured in New Zealand to-day is not bottled at all.

7H8. By the year 1942 it appeared that two of the largest breweries in New Zealand,
Speight’s and Doenmunion Breweries, had reduced their wastage much below the 10 per
cent. The wastage at Dominion Breweries was down to 2-56 per cent., including wastage
in bottling ; and at Speight’s where there was no bottling, to 578 per cent. In 1941
the total gross brewings of these two companies were 3,543,947 gallons, or 39-b per cent.
of the total of all breweries in New Zealand, for the year. Together, these two breweries
were estimated to have sold about 400,000 more gallons of beer than the total quantity
upon which together they paid duty. Thus, in 1941, on an increasing rate of beer duty,
these hrewers were receiving a decided advantage in their trading operations over the
smaller companies, which had less efficient plant. So far as that result was the reward
of the efficiengy of these two breweries, they are fully entitled to the advantage. So far,
however, as that result was due to an excessive allowance to all companies for wastage,
they were not entitled to it, just as no other company was entitled to it.

759. In 1942, the Comptroller of Customs, at the request of the Acting Minister of
Customs, instituted an Inquiry to determine whether there was an excessive allowance
for wastage. The wastage which the Comptroller thought should be allowed for this
purpose was wastage which he stated occurred in certain ways which we summarize
(see file 31/7/9; memo of 3rd June, 1942, pp. 2 and 3) :—

(1) During fermentation, where there is evaporation and overflow and sludge ;

(2) During runnage from the fermenting-vessels into butts, where there is
overflow of froth ;

(3) During “ topping up,” where there is further overflow from the butts ;

(4) During filling into smaller containers for sale, where there is spillage ;

(6) During bottling for sale, where there is sludge from the filter and spillage
in filling; and

(6) By the consumption on the premises by employees and customers.
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760. If the extent of the wastage authorized by section 55 of the Finance Act, 1915,
is only the accidental wastage which occurs before bottling or filling into other containers,
-only the first three items of those mentioned by the Comptroller are permissible. Ttems
(4) and (5) would refer to wastage in the handling of manufactured beer. Item (6) is, of
course, speciaily allowed by the statute, but, as we have said, it 1s negligible in relation
to the rest of the wastage.

761. The Comptroller referred also in his memorandum to the state of the efficiency
-of the brewing plant as having a very mmportant influence on brewing losses. In our
view, the efficiency of the brewing plant is not, in itself, a separate item of permissible
.accidental wastage in manufacture, though it affects the extent of that wastage.

762. The Comptroller proceeded to have the losses in manufacture estimated in
respect of the first five items, which he set out by comparing the amount sold in the
year 1941 by cach brewery with the total quantity pitched for fermentation by the
brewery. If hottling losses should have heen excluded, this involved a check in favour
of the breweries going far beyond the allowance for wastage permitted by section 53.
Ttems (4) and (5) above should have been excluded.

763. In carrying out his mnquiry the Comptroller found great difficulties. He says
{R. 2081) —

The principal difficalty is that we do not know and there is no means of knowing the precise
-quantity of beer which the brewery sells.

He cexplained that the book-keeping system of the companies was not designed to uive
this information. He explained, also, that much of the trade was now done n e l\kb,
described as * large,” * medium,” or " ~mall,” which may vary as much as 4 per cent.
or B per cent. ; alsu that when heer 1s boitlod 1t is difficult to tell what was the
-original quantity from which it was bottled (R.2082).  Nevertheless, with the
assistance of the brewery companies the various Collectors of Customs arrived at a
percentage of wastage for each brewery upon the lines laid down by the Comptroller.
The results are set out in & table (R. 1309 and 1310).

764. The table showed one brewery with a wastage of exactly 10 per cent. It
showed sixteen breweries with a wastage of more than 10 per cent., varying from 10-3% per
cent. to 21-62 per cent. for the small hrewery at Gore. The average wastage for these
sixteen brewerles was 13-16 per cent.

The table showed twenty-three brewertes with a W%‘rage of under 10 per cent.,
varying from 2-56 per cent. for the Waitemata Brewery to 9-83 per cent.  The average
for these twenty-three breweries was 6-60 per cent.

765. Counsel for the trade suggested that the wastage for the Waitemata Brewery -
for 1941 should have been about 4 per cent., because the Comptroller had made a
statement in writing of the 18th \eptenmu 1945 which stated (1) that further inquiries
had been made in rcnpect of the Waltemata return for 1941, with the result that it
appeared that the records for the year 1941-42 had not been preserved intact and that
a conclusive check could not now bhe made; (2) that the officer who made the
investigation (Mr. 4. S. Higginson, now retired) was of opinion that the figures for the
Waitemata Brewery in 1941 did include the hottling losses ; but (3) that “ one of the
other officers in Auckland ” had checked the figures and had taken into account the
bottling losses and ““ all other legitimate losses at the brewery ” and had found that
“the total overall loss 7 at the brewery for 1941 represented 4-02 per cent.  So far as the
bottling losses are concerned, the report of this other officer conflicts with the
contemporaneous memorandum of 20th May, 1942 (on the Comptroller’s wastage file
31/7/9), in which the Collector at Auckland informed the Comptroller as follows :—
I have to point out that the loss reported at the Waitemata Brewery includes any

'wamage in the process of bottling.
What “ all other legitimate losses at the brewery ~ are, we do not know. They ure
not stated. Omnce it 1s clear, as 1t is, that the botthing losses for 1941 were included in
the 256 per cent. of wastage, the statement of this other officer in September, 1945,
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has no value. We note also that Dominion Breweries itself has never claimed that its.
wastage, including bottling losses, exceeded 2:56 per cent.

766. It follows that in 1941 the Waitemata Brewery was selling. free of excise
duty, the difference hetween 10 per cent. and 2:36 per cent.—z.e., 7-44 per cent.—of the
gross quantity brewed, ready for sale in hottles or casks. Speight’s Brewery was.
selling 4-22 per cent. of its gross brewings in the same advantageous way.

767. Even allowing for all the heads of wastage which the Comptroller has.
allowed, the inquiry shows a net loss in gallons for revenue purposes of 763,988 gallons
for the vear 1941. The average excise duty for New Zealand for the year 1944 was
2s. 10-8d. (para. 754, supra). It the loss of gallons for revenue in 1944 were only what
it was in 1941, the loss of revenue amounted to £110,788.

768, Another striking aspect of the Comptroller’s inquiry ix that the breweries
with a wastage of over 10 per cent. pitched for fermentation m 1941 only 5,221,468
gallons of worts. This amount includes 3,303,605 gallons, being the total qnantlty
])1t(‘hed for fermentation by the Lion Brewery at Auckland. This quantity is included.
only because the Comptroller was allowing wastage in hottling as a source of wastage
within section 55 and because this brewery’s wastage is stated to rise from T7-98 per cent.
to 11:68 per cent. solely because of wastage in bottling (R. 7438). If bottling is not
included, the Tion Brewery's wastage was under 10 per cent. .

769. The breweries with wastages of under 10 per cent., even including their
bottling wastages, pitched for- fermont‘mon in 1941, 13,148,559 gallons of worts. This.
quanhtv excludes the total of the Tion Brew ery ; (md of the Waikato Brewery, whose

wastage was exactly 10 per cent.

770. Even on the Comptroller’s basis for allowing wastage, it seems extraordinary
that the allowance of 10 per cent. should be thought to be justified because there is an
average wastage of 13-16 per cent. in the manufacture of 5,250,000 gallons of beer when
there is an average wastage of only 6-60 per cent. in the manufacture of more than
13,000,000 gallons of beer.

The Comptroller recommended that no immediate action should be taken, but
suggested that, If the Minister so desired, he (the Comptroller) might present another
report in September, 1943. No further action has been taken.

T71. It seems clear that the whole question of wastage in the breweries of New
Zealand should be reviewed in the light of the true reqmremonth of section 55 of the
Finance Act, 1915.

772, We conclude -—-

(1) The question of providing a materials’ check in New Zealand as in
England should be investigated. There seems no reason why a sound <->tunate
should not be made of a minimum quantity which should be produced by « brewer
of reasonable skill from the actual materials nsed in New Zealand with a plant
kept up to a reasonable state of efficiency. This estimate might bhest be made by
some independent person or persons of high qualifications. Once the guantity was
determined, the English system might be adopted of allowing 4 per cent. from the
theoretical quantlty and comparing the net result with the amount shown to have
heen produced by the brewer at the brewing in which the materials (from which
the theoretical quantity is derived) were used

(2) As an 1mportant question arises on the meaning of section 55 of the
Finance Act, 1915, it should be interpreted by the Court so that the meaning of
the allowance for wa.smge may be authoritatively ascertained.

(3) If the allowance does not include bottling losses then, clearly, the
10 per cent. for wastage should be substantially reduced. Furthermore, manu-
facturers with mefﬁcwnt bottling plants should be induced to make them eﬁicwnt

(4) In our view, the Customs Department should have ascertained the true
meaning of section 55 before carrying out its inquiry into wastage in 1942. In
failing to do this the Department may have carried out its inquiry on a basis much
too favourable to some brewers. An inquiry so carried out was not satisfactory.
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CHAPTER 39.—CUSTOMS DEPARTMENT: THE PERMISSION GRANTED TO
NEW ZEALAND BREWERIES IN 1926 AND SUBSEQUENTLY TO HAVE
UNLICENSED STORES FOR SPEIGHT’S BEER IN VARIOUS TOWNS IN
NEW ZEALAND

773. We have stated the facts of this matter in Chapter 32 on depots and
unlicensed stores. We deal here only with the question whether the facts showed
subservience to the trade.

774. We think that the Comptroller of Customs in 1926 should have firmly
stated that there was no power to do what was asked by New Zealand Breweries for
Speight’s Brewery instead of giving to Speight’s Brewery a special privilege. Never-
theless, we think that the file shows that the Comptroller approached the matter from
the point of view of doing what he thought was a reasonable thing for a shipping
brewer after the Commissioner of Police had advised that he was opposed to the
sanctioning of depots under section 46 (2) of the Finance Act, 1917, which would have
permitted the sales of 2-gallon lots (or more) from the premises.

775. We think also that, once the permission was given, some amendment of the
legislation which would have conferred a general power upon some suitable authority
to authorize an arrangement in favour of any brewer who desired to ship should have
been sought forthwith. If no legislative power was obtained, the arrangement in
favour of Speight’s Brewery should have been terminated.

776. We do not think that the permission actually given can properly be described
as subservience to the interests of the trade. In our view, the general character of the
permission was that it was an attempt to provide a reasonable shipping facility for a
shipping brewer.

CHAPTER 40.-—CUSTOMS DEPARTMENT : THE WESTLAND BREWERY CASE
IN 1941

777. This case was raised by counsel for the New Zealand Alliance ag an example
of the subservience of the Customs Department to the power and pressure of the
trade, whereas the trade should be subservient to the Department representing the
Government and, therefore, to the people. When the case first came hefore the
‘Commission, Mr. Cooke, KC sald that counsel for the trade were not representing
Westland Breweries. Throughout the proceedings counsel for the trade did not
cross-examine witnesses on this matter, or themselves call any witnesses. However,
at the end of the public sittings Mr. O’Leary, K.C., in his closing address, said that
Mr. Cook had been mistaken and that counsel for the trade had been representing
Westland Breweries throughout the proceedings, and he, accordingly, addressed us on
the subject.

773. During our public sittings evidence was given by the Comptroller of Cuxtoms
and his officers. In the course of preparing this 1ep01‘r we found it necessary to make
further inquiries of the Oom})froller concerning the effect of the disclosure in October,
1941, of the brewery company’s monthly manufacturmg sheets. We also asked the
Minister of Customs to state his view on this matter and also to express any other
views he thought fit on the case. The letters of inquiry and of reply are mcluded in
Exhibit A, 160.

779. It is not our function to try any charge, but only to consider how the
‘Customs Department dealt with a brewery company accused of defrauding the
revenue of beer duty. For this purpose we must explain the knowledge and means
-of knowledge of the Customs Department in relation to the matter.

730. Westland Breweries, Ltd., own three breweries — Mandel’s Brewerv at
Hokitika, the Pheenix Brewery at Reefton (at which George Murtha was the hrewer),
and Pearns Brewery at Kumara (at which Charles Murtha was the brewer). At each
place the local Postmaster has acted as a Customs Officer in taking the dip of the
brews for revenue purposes.
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31, On 15th August, 1939, the Customs received a letter, hand-printed in ink
and signed ““ Full Tax,” which was in these words :—

The breweries in Westland are not paying their full duty. They hold a certain amount in copper
and run it in after the local Collector has taken the dip. If you arrange a surprise visit say half an
hour after the dip has been taken, you will find how much is not paid. The over-run is put mto their
bottling stores. The surprise visit would have to be arranged on the day all the breweries are operating.

Yours, &ec.,
Frry Tax.
Customs Officers then paid visits to breweries in Westport, Hokitika, and Reefton.
Before the visit was made to the Westland Brewery Co.’s breweries at Hokitika and
at Reefton a call was made on the local Postmaster, and he was informed of the
position. Nothing wrong was discovered at either brewery. .

782, After a lapse of some eighteen months a second anonymous letter, dated at
Reefton on 19th February, was received by the Customs on the 22nd February, 1941.
This letter was typewritten and signed “ A War Winner,” and was in these terms :—

Comptroller of Customs,

Wellington.

DEAR SIR,—

You are going the wrong way in trying to catch the local brewery in the evasion of paying
beer duty. Send a man from Wellington without contacting the local Post Office and let him measure
the liguor an hour or more after the local man has done it. The visit would need to be a surprise one.
You are losing at least £1,000 per year in revenue. If you inspect Kumara Brewery at the same time-
vou will find conditions the same.

A War WINNER.

783, On the 25th March, 1941, two Customs Officers paid surprise visits to the
brewery at Kumara and two other officers to the brewery at Reefton. At the
Kumara Brewery the local Postmaster was found in the cellar having a glass of ale
with the brewer and his wife. The local Postmaster said he had not always been
able, on account of other work, to get to the brewery to check the dips and had been
taking the entry made by the brewer to be correct. It was found that the brewer had
already taken the dip and had entered it in the brewer’s book. Another dip was
taken and it was found that liquid had been added to the gyles after the brewer had
taken the dip. At the Reefton Brewery the brewer was not present during the search,
but the Postmaster, who had earlier that day taken the dip, attended. It was found
that an intake hole near the top of the gyle had been plugged and extra liquid added
after the dip had been taken. The total amount of duty avoided on these hrews at
Kumara and Reefton was about £30.

T34, Subsequent investigations showed that false returns had been made at the
Kumara Brewery from 1929 to 1941, a period of about twelve years, and at the
Reefton Brewery from 1936 to 1941, a period of more than five years. The company’s
hooks were produced by the secretary-manager as they were required by the Customs
Officers, but no search of the company’s premises under a Customs warrant was made.
Under such a warrant an officer could have 