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FINANCIAL

STATEMENT.

By the Hon. Mr. FrrzaerserT, 22nd August, 1867.

Ox the House going into Committee of Supply,

Mr. FITZHERBERT said,—Mr. Carleton, it now devolves
on me to make the usual annual statement, explanatory of the
results of last year’s financial operations, of the propoesals for
the present year, and of the financial poliey of the Government
as affecting the future of the Colony; and it so happens that
this is the fourth consecutive session in which I have been called
Not, indecd, that T have
been fortunate enough to held the seals of office uninterruptedly

on to make such an oflicial statement.

throughout such a period, for the wisdom or fickleness of our
New Zealand Parliament forbids such an excessive indulgence
in the sweets of office; and, true to the colonial instinet of
gotting the most for its money, it has confrived to squeeze ont
two extras during that period of less than three years, by which
means it may be supposed to have reduced the cost of budget
speeches to half-price.

Notwithetanding, however, the change of personnel made in
obedience to the impartial spirit of Parliament, which likes
“just to give a turn to all round,” T am happy to be able to
state that the engine has not been reversed ; but that, on the
contrary, therc has been a progressive movement of the financial
policy introduced in 1864—an epoch when the Colony took the
first step, at a cost of £50,000, which rendered the unity of
national life in New Zcaland a practicability; definitively
declined to contribute to the maintenance of Imperial Troops ;
and, resolutely sctting its back to the wall, relied on itself to
maintain the internal peace of the Colony. When also, in
order to enable it to accomplish thesc great objects, and, at the
same time, maintain the credit of the Colony and continue to
supply the Provinces with the funds necessary to enable them
to conduet their special work of colonisation, the Colony im-
posed on itself heavy additional taxation.

It might be supposed that, as practice is said to make perfect,
T should be able now to deliver a financial statement with much
greater satisfaction to the Committee and ease to myself than
on former occasions. But I am free to confess, that although in
many respects our financial condition contrasts most favourably
with what it was in 1864, both as regards income, resources
and credit, and that so far, the path along which a financial
statement has to travel has been rendered very much smoother
and easier, yct the financial problems which now demand solution
and cannot be avoided, unless indeed the Government is pre-
pared to shirk its duty, are so extensive and complicated with
so many and often conflicting interests; there arg so many
financial solecisms which have grown up in New Zealand ; there
are moreover so many mouths to feed, no longer belonging to
nine little Oliver Twists asking for more, but to sturdy claimants,
making as though they would seize whilst they seem only to
solicit ; that a much abler Finance Minister than I pretend to
be might well shrink from the present task.

But I feel also that I have been placed at an unusual dis-
advantage, owing to a somewhat free use of the privilege of
diffusing information on the part of my honorable colleagues ;
for, however interesting the circumstance may be, as an illustra-
tion of the fact that all ships, whether merchant ships or ships
of State, even those classed Al, do somehow leak a little in bad

weather; it nevertheless adds to the embarrassment of one who
has to deal with a subject (dull enough at the best) from which
its little bloom of freshness has been rubbed off.

I am, morcover, but too well conscious (if reference for an
instant to a personal question may be excused) that the anxiety
which has oppressed me whilst preparing for the present oceca-
sion, has in a great measure unfitted me for the adequate dis-
charge of the task which now lies beforeme. T thercfore solicit
consideration for myself personally ; and, for the sake of the
Colony, I ask for that paticnt hearing, that impartial suspension
of judgment until the proposals of the Gtovernment shall have
been carefully considered and weighed as a whole, which is ab-
solutely necessary if the Committee regards (as it is un-
doubtedly its duty to do) not only the interest of every part of
New Zcaland, taken by itsclf, but also the interests of every
part regarded as a portion of one whole Colony.

I now ask the Comamittee to pass in review the estimated ordi-
nary expenditure as proposed by the Government for the past
financial year, and contrast it with the actual expenditure for
the same period. The figures are these, viz.:—

Estimated Erpenditure for 1866-7.

Civil List 27,500
Permanent Charges . 266,889
CGrovernment House and Domnns 7,138
Public Departments 36,560
Law and Justice 64,843
Postal 143,150
Native 29,986
Customs 46,320
Miscellaneous 30,922
Defence 70,000
Supplementary 15,000

Total proposed Appropriations for Colonial
and Provincial Services 738,308
Payments to Provinces 318,750
£1,057,058

Actual Erxpenditure, 1866-7.

£ s. d.
Civil List 27,600 0 O
Permanent Charges 282472 4 5
Government Houses and Domams 2,846 18 5
Public Departments 42,567 16 2
Law and Justice 59,409 16 8
Postal 122,435 11 6
Native 230751 4 O
Customs 40894 7 7
Miscellaneous ... 35,554 13 4
Defence . 71,436 18 3
Supplementary (rcfunds of Revenue) 9,229 17 9
Payments to Provinces .. 820,368 5 10
Unauthorized Sundry Expenditure 6,558 18 4
Payments to Provinces, June, 1866 18,356 5 10

£1,063,382 18 1
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By “actual” I mean expenditure inclusive of advances made
during the year, but exclusive of advances made prior to that
period, and observe that the excess of actual over estimated
expenditure, under the head “ Permanent Charges,” arises from
the circumstance that the Colony had to make advances during
the past year for payment of interest and sinking fund on
allocated debts, which have not yet been refunded by the
Provinces.

The Committee will next please to compare the estimated ex-
traordinary expenditure of the past year with the expenditure

of that class actually incurred during the same period. The
result appears in the following figures, viz. :—
Estimated Extraordinary Expenditure, 1866-7.
Cook Strait Cable and Telegraph Extension £
to Auckland 38,000
Treasury Bills (removal of Seat of Govern-
ment) 11,500
Military Settlers . 207,000
Liabilitics on account of Settlement of
Military Settlers 50,000
£306,500
Actual Extraordinary Erpendilure, 1866-7.
Cook Strait Cable and Telegraph £ s d
Extension to Auckland 14852 7 O

Treasury Bills (removal of Seat of
Government)

Military Settlers, and h.tblhtles on
account of scttlement ...

11,775 0 0

955,743 10 10

£282,370 17 10

These statements may therefore be regarded so far satisfactory,
as showing that the total actual ordinary and estraordinary
expenditure incurred for the year 1866-7, did not reach the
expenditure as estimated for that year by the sum of £17,805.

The next point is to compare last year’s ordinary revenue,
ag estimated to provide for the estimated ordinary expenditure,
with the income actually received. The following is the result
of the comparison, viz. :—

Estimated Ordinary Revenue, 1866-7.

£

Customs . 850,000

Bonded \rVa,rehoucm 4,500

Stamps 50,000

Miscellaneous 154,000

£1,058,500

Ordinary Revenue Actually Received, 1866-7.

£ 8. d.

Customs o 865,032 8 O

Bonded Warehouses .. 5325 0 O
Stamps £34,688 12 5
Less stamps used 843 15 10

—_——— 3384416 7

Miscellaneous 123,804 1 3

B ———

£1,028,006 5 10

This shows an over-estimate of revenue amounting to
upwards of £30,000. In cxplanation, I would observe that if
we bracket the two main sources of revenue on which the
‘Colony now relies for its ordinary income, viz., Customs and
Stamps, it will be found that my cstimate of last year was
singularly exact, for it will be seen that I estimated the revenue
derivable from Customs and Stamps at £300,000; and it now
appears that the actual receipts have reached the sum of
£898,876: a closer approximation could not well, I conceive,
have been made; and I think I am fairly cntitled to call the
attention of the Committee to the accuracy of the estimates
of the Government, because it will be remembered that an
opinion was very generally cxpressed, both by the opponents
and supporters of the Stamp Duties, that the revenue to arise
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from them would yield a very much larger amount than that
stated by the Government, and that I was strongly urged to
amend my estimate in that respect, some false prophets even
foretelling that the income from that source would flow in at
the rate of £200,000 per annum. It will now be conceded, I
suppose, that the Government took the prudent view. The
deficiency of actual income will then be discovered under the
item ‘ Misccllaneous,” wherein the most noticeable decreases
attach to the following services, viz:—Postal, Marine, and
Crown Grants. Fuller departmental explanations on these
points will be offered at the proper time.

I next compare the estimate of Extraordinary Ways and
Means with the proceeds actually realized from those sources
for the year 1866-7, with this result, viz.:—

Estimated Proceeds, Extraordinary Ways and Means, 1866-7.

£
Treasury Bills 150,000
Unexpended Balance of Lomx 170,000
£320,000
Aelual Proceeds of Extraordinary Ways and Means, 1866-7

£ s d.

Treasury Bills... 125,000 0 ©
Proceeds of Loan 173,000 0 ©
Incidental Receipts 17,489 10 9

£315,489 10 9

The amount opposite the item * Incidental Receipts” ariscs
from sales of confiscated lands, which I last year declined to
estimate for as a source of revenue, and T think I was fully
justified by the result; for although I have thought it would
be more satisfactory to the Committee to disclose the amount
actually received from these sales, yet it cannot be regarded
as nct proceeds, inasmuch as the special attendant expenses,
which are included in the expenditure side of the year's
account, excced the proceeds.

When I inform the Committee that I hold Treasury Bills
to the amount of £25,000 ready for delivery at par, but which
I did not {ind it necessary to issue to the purchaser during
the past financial year, I hope the announcement will be
regarded as an indication not only that these estimates have
turned out remarkably exact, but that the Government resisted
a temptation to which governments are in general supposed
to yicld, viz., that of spending as much money as they can
lay their hands upon. .

I anticipate that the Committee will now be able to follow
me with a greater degree of clearness as I present a balance
sheet showing the result of the past year’s transactions of the
Colony, than they would if left to gather these results
presently from the published accounts. For although any
onc who has studied the accounts of the Colony as published
annually in the Blue Book must admit that the information
it contains is at once voluminous and detailed, yet at
the same time he may be cxeused if he rises from that
interesting study with but a dim vision of results. The
purchaser of a stack of hay could not be more disappointed
if taken into a fleld and confidentially shown the process
of haymaking as exhibited in cocks and windrows, than
I imagine the student of New Zealand Finance would be
who wends his way through advances, reserves, savings, trans-
fers, &e., ‘and arrives at last opposite a column of figures
under “receipts and transfers” cxceeding in amount by several
millions sterling the possible income of the Colony. In
sympathy with such disappointment I have taken some pains
to have the accounts for the past year analysed; and I now
present them divested of the processes by which the same
figures arc first marched past, and then counter-marched back
by way of review. No Treasurer, I venture to affirm, has yet
been able to attempt such a task within a few wecks after the
close of any financial year with any great confidence in his
figures ; and it is much to the credit of all the officers of the
Treasury department that the accounts of the past year have
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been brought up so as to enable me to submit the results of
an analysis of the accounts for the year ending 30th June,
1867, so closely approximate as I believe the one which I
now present to be. I would merely observe that the brevity
of the statement is not to be regarded as any measure of the
time taken to arrive at it.

The following is an abstract of results, viz. :—

Receipts. £ s d

Ordinary Revenue ... 1,028,006 5 10
Incidental R 17,489 10 9
Extraordinary 298,000 0 O
£1,343,495 16 7

Erpenditure.

Ordinary 1,063,382 18 1
Extraordinary 282,370 17 10

£1,345,753 15 11

Showing an excess of expenditure over income of very trifling
amount indeed, considering the dimensions of the figures.

Outside, however, these figures, there have been transactions
to which I must refer, and which indeed are of a character
deserving special explanation. I need, perhaps, scarcely inform
the Committee (for the question has been raised in various
forms from time to time) that the use of money, in deposit
with the Government, bas insensibly grown up into a habit
in New Zealand; and however the exigencies of the public
service may have induced the custom, it is one which I shall
not pretend to uphold; and the Government has accordingly
decided to propose its discontinuance. There are, indeed,
certain deposits of a current character which may, I think,
be fairly employed as a working balance; whilst there are
others of such a character as to require that they should be
held aloof in trust. The %practice, however, has not hitherto
been in accordance with this opinion, and considerable sumg
belonging to intestate estates and other funds have been, from
time to time, cmployed for the purposes of revenue. As
an instalment of reform of this abuse, and in anticipation
of legislative action being taken, I have to state that I have
caused the following refunds to be made from the Treasury,
viz, :

£ s d.
Intestate Estatcs . 15,667 15 8
Real Estates Administration 1,047 16 6
Supreme Court Account 385 10 8
Justices Relief Act ... 225 7 9
Estates of Dececased Soldiers 904 10 5
Native Reserves, Wellington 168 2 5
Dunedin Disputed Reserves 6,031 18 9

£21431 2 2

This sum has been placed in deposit at interest with the Bank
of New Zealand.

I have said that this amount is not included in the expendi-
ture side of the statement which I have just submitted to the
Committee ; as, therefore, the expenditurc is shown in that
statement to exceed somewhat the income, the question of
course arises, where did the money come from to cnable the
refund to be made? I proceed to explain, and at the same
time take the opportunity of pointing out the source from
which not only this sum but a further amount was derived,
whereby the Treasurer was enabled to effect other repayments
as well. My predecessor (the honorable member for Gladstonc)
informed the Committee last year that *there had been expen.
diture provided for from other sources than the loan itself,
and which must be returned by the loan;” and, therefore, he
first allowed for such refunds, and then stated the balance of
the loan as available at £178,000. I subsequently stated it
at £170,000; and the proceeds have, in fact, amounted to
£178,000. Out of the reserve, then, allowed for such refunds,
as stated to the Committee last year, and therefore not affecting
the amount set down as available for appropriation, and con-
sequently outside the statement of receipts and expenditure
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which I have given—I say it is out of that source that I have,
during the past financial year, derived the funds with which to
effect the following refunds—refunds which, I have no doubt,
my predecessor would also have effected had he been in office,
viz. :—

Amount of Overdrawn Account at £ s d
Bank of New Zealand, in July,
1866 26,361 15 4

Intestate Estates, &c. (as particu-

larized before) 24431 2 2
Making the total of refunds and

payments from the Treasury,

cffected during the 'year, outside

the statement of expenditure

which I have already submitted 50,792 17 6

and T have now disclosed (presented I hope in an intelligible
shape) all the transactions of the year, so far as I am aware.

‘When, therefore, I am thus cnabled to inform the Com-
mittee that not only have the funds belonging to intestate
estates and certain other trusts been refunded by the
Treasury during the past financial year, and placed ad
interim in deposit at interest with the Bank of New
Zealand, awaiting their final disposal by the Legislature,
but also that the overdrawn account of the Government
with the Bank of New Zealand, which, in 1864, culminated
to £818,000, and in July, 1866, stood at £26,361 15s. 4d., has,
on the 1st July, 1867, wholly disappeared, and that the Govern-
ment of New Zealand is now in the course of receiving instead
of paying interest on its balances, I think the Committec wiil
concur that it is a satisfactory announcement, and affords a
practical illustration of the prudence with which our finances
must necessarily have been conducted. Still, an exchequer
system which permits such transactions as the indiscriminate
use of trust funds, and the indulgence in unlimited overdrafts,
is not, it must be confessed, a sound one, and if any argument
were nccessary, in addition to those which I hope to adduce, in
support of an amendment in our revenue laws (to which subject
I shall presently recur, as one of the proposals of the Govern.
ment}, the present instances certainly afford such argument.

We have now done with the past and its comparisons, and
proceed to the immediate future, which does not allow of com-
parisons, although it must be admitted that the opprobrious
epithet usually attached to comparisons is, fortunately, not appli-
cable in the present instance. It will become, perhaps, the duty
of my successor to institute such at the proper time and pass o
judgment. What a fine opportunity the future, although it be
only the immediate futurc—the paulo post futurum—affords
the financier, especially if he be of a sanguine temperament.
All the financier wants—all anybody wants—is time. The
great battles of the world were lost, and the bankruptey lists are
filled up, because the losers and defaulters are not ““up to time.”
But although the future is glorious because unknown, the Govern-
ment does not propose to avail itself of the elastic margin it
affords. It points to the past with a pardenable satisfaction
as proof that its anticipations and estimates were reliable, and
the resultants of prudent and careful caleulations.  In accord-
ance with this spirit I content myself with a moderate estimate
of the revenue for the year 1867-8, which I particularize thus,
viz. i —

Estimated Revenue, 1867-8. £
Customs .., . e 870,000
Bonded Stores 5,000
Stamps 75,000
Miscellancous 134,000
£1,084,000

‘Whilst however I believe that I have not presented to the
Committee a sanguine estimate, I wish equally to gnard myself
against submitting our estimates below par, under the depress-
ing influence of any local commercial crisis. There is a pecu-
liarity in New Zealand which distinguishes her from most other
Colonies, and cannot fail to strike the financier, whose duty it
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is to examine critically her capacity. It consists in the number
and variety of the places which are sources of supply to her
revenues. New Zealand in fact does not depend on one or two
ports only. The consequence is that you are enabled to strike
an average, and so calculate with a confidence which would be
rash elsewhere. I draw the attention of the Committee to a
very intervesting return (No. L) which T hold in my hand,
showing the growth of the Customs Revenue of New Zealand
for the last ten years, uninterrupted by a single check. The
progress is as follows, viz :—

1857-8 £138,998 1862-3 £488,5622
1858-9 £160,830 1863-4 £617,002
1859-60 £178,117 1864-5 £643,297
1860-1 £204,612 1865-6 ... £796,227
1861-2 £339,393 1866-7 ... £864,668

I believe the Committee may feel a confidence in my figures
as based on such progressive reburns which they would not feel
if they regarded some isolated fact only, as for instance that
there was a slight decrease in the Customs Revenue for the last
quarter.

In further confirmation of the elasticity of the resources of
the Colony, I vefer to returns of imports and exports (Nos.
II. and III.) which will be interesting not only to the Com-
mittee but outside the Colony; from which it appears that
our export of gold for the last year was £2,605,000 as against
£2,858,000 of the preceding year, and that the grand aggregate
of the cxport of gold from New Zealand, from the commencement
of the gold discoveries to the present date, has now reached
upwards of thirteen millions sterling.

T remark in passing that I anticipate that there will be certain
incidental receipts arising from the sale of sundry stores &e.;
also from instalments falling due in respect of sales of con-
fiscated land effected prior to 80th June, 1867, and of sale of
certain confiscated lands in the Provinee of Taranaki. But
these receipts (which are not likely to be large) will not more
then suffice to provide for certain charges of a special character,
including surveys, &e. I regard them as a speeial fund, and
consequently have not included them in the estimate of the
year’s revenue.

The question now presents itself, how, within such limits of
ordinary income, we can best propose cfficiently to provide for
the Colonial and Provincial services of New Zealand?  We
have finished with the routine statements — the data are
ascertained—and we come face to face with the problem of the
day. Tt is close work. Can we make more room? Can the
data be altered? In other words, can the tazation of the
country be increased?
that it cannot, and that there is no use looking for velief in that
direction in order to make both ends meet. On the other hand
the taxpayer puts the opposite question, * Cannot the taxation
of the country be reduced?” In reply to the last question,
I am not prepared to say that no alternative finance might
be devised in that direction. But under present circumstanees,
speaking as a Government, with whom must always vest the
responsibility of endeavouring to the utmost practicable extent
to provide for and maintain in efficient working order all the
existing institutions of the State, I have to inform the Committee
that no reduction in taxation will be proposed by the Govern-
ment this session.

The opinion of the Government is

With this observation, I pass on to state the proposed expen-
diture for the year 1867-8, as follows, viz. :—

£ s. d.
Civil List . 27,500 0 0
Permanent Charges ... .. 305818 5 5
Class I.-—Public Domains and
Buildings 4,376 4 0
Class II.—Public Departments 45,025 10 4
Class III.—Law and Justice 69,892 4 O
Class IV.—Postal ... 155241 4 O
Class V.—Customs 44810 7 6
Class VI.—Native.., . 24,058 17 6
Class VII.—Militia and Volunteers 28,052 8 1
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Class VIII.—Miscellaneous 39,403 6 8

£744178 7 6

With respect to this proposed expenditure, I remark that,
notwithstanding an increase over the sum as estimated last
year, of nearly £40,000, under the head “ Permanent Charges,”
it will still be found that the total proposed expenditure for
this year only exceeds that proposed for last year by the sum
of £6,000.

This result has been attained mainly by removing certain
items out of the ordinary estimates, and providing for them as
other services of an extraordinary and emergent character
may, consistently with sound prineiples of finance, be provided
for. T am particularly referring to the item “ Defence.” ILast
year I estimated the amount for this service to be borne on
the ordinary estimates at £70,000. The sum is placed down
on the ordinary estimates of this ycar at only £28,000, and
embraces the Militia and Volunteer services only.

Government has decided, after a very careful consideration,
to take this step, which means much more than a meve transfer
from one set of cstimates to another. But whilst the Govern-
ment has, as I believe the Committee will agree, wiscly
determined to cease to place the Defence service on the
estimatesas an ordinary department of Government, it is my
duty to declare, on the part of the Government, that whencver
the occasion may arise, and to the very fullest extent such
occasion may require, they arve determined to put in requisition
the entire resources they can command in order to maintain the
peace of the country in the event of its being disturbed.

The Government simply judge it to be for the best interests
of the Colony not to maintain a peace cstablishment of
Defence as one of the permanent institutions of the country.
‘Whilst, however, it must be admitted that thisis a very large
and important step to take, and whilst it is not to be imagined
that the Government is prepared to make any preposterous
proposal which shall aim at defining and limiting as between
the different parts of the Colony that which by its very nature
must be indefinite—as preposterous, indeed, as it would be for
a canny bachelor to prescribe beforehand the limits of milliners’
bills ; the cadean will be gaily bestowed and graciously accepted
in token of acquicscence, but when the gift has been used up,
the full weight of muarital responsibility recurs, and it is
discovered when “toolate” that the fascination of the moment
was the only substantial result obtained by the absurd bargain.
I say that, although the Government is not prepared to hold out
illusory promises of limitation, it 'is a satisfaction to be able to
assurc the Committee that the Defence expenditure has now
become a decreasing sevies, and need not, therefore, be regarded
with the same apprehension as formerly. This assurance is
borne out by the following statement of esxpenditure for
Colonial Defence (including advances made during the years
1866-7, but excluding advances accounted for) for the financial
years from 1858-9 to 1866-7, both inclusive :—

£ s d.

Expenditure in year 1858-9 4415 15 7
., . 185960 27,076 15 6

” »  1860-1 62,634 10 O

Y ., 18612 54,172 18 2

. ., 18623 203,013 12 8

» »  1863-4 ... 863,146 2 3

» » 18645 . 886,259 011

" .  1865-6 ... 473348 18 4

» »  1866-7 .. 327,180 9 1

That is to say, the Defence expenditure was not much more
than one-third of what it was in the two years 1863-4 and
1864-5, when it reached its maximum.

It is also satisfactory to mote that the ratio of “ Native
Expenditure” is decreasing, as is shown by the following
statement of expenditure for Native purposes for the financial
years from 1858-9 to 1866-7, both inclusive :—

£ s d.
11,109 15 4
17140 8 7

Expenditure in year 1858-9
1859-60

» ”
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£ s d

Expenditure in year 1860-1 17,800 14 0O
» » 1861-2 25372 711

» » 1862-3 53,412 19 1

, » 1863-4 52,599 8 2

» » 1864-5 60,291 6 9

» » 1865-6 . 4954719 O

» » 1866-7 . 30,751 4 O

That is to say, Native expenditure for 1865-6 wasabout one-fifth
less than it was in 1864-5, when the expenditure of that class
reached its maximum, and for the past it was one-third less than
that of the preceding year; thus showing a rapidly decreasing
ratio of expenditure. This reduction, I admit, may be attributed
in some slight degree to the fact that certain services formerly
charged under the class “Native” were transferred to other
classes. At the same time an attempt, of the only kind which
was practicable, has been made in the present estimates to
introduce an clement of limitation into the Defence estimates.
Tt consists in charging loeally a certain portion of the ¢ Militia
and Volunteer sevvices,” in the manner which will be best
explained by a reference to the estimates themselves.

The result to which I have referred is also partly due to
the careful manner in which the departmental estimates have
been prepared, for otherwise an cstimated expenditure could
not have been submitted showing only so slight an increase
over last year as appears in the following figures, viz. :—

FEstimated Appropriations, 1866-7.
£738,308 0 0
Estimated Appropriations, 1867-8.
£744,178 7 6

Now, with a proposed expenditure of only £744,178 7s. 6d.,
and an cstimated revenue of say £1,084,000, it would at first
sight appear that there was no ground for the assumption
which T just now made, namely, that there was very little
margin, and it would seem that it could not be necessary to
relicve the ordinary estimates of the charges for certain services
and make provision for them elsewhere, and so indeed there
would be ample margin, but for the nceessity of making
provision for the Provinces—a necessity, however, which I have
already stated the Government recognizes. Here then is our
great difficulty—the béte noir of New Zealand financiers—and
if the present Government succeed in making such a settlement
of this much vexed question as may be accepted by prudent and
reasonable men, they believe they will have conferred a lasting
benefit on the country, by removing a great cause of delay,
uncertainty, and irritation. But this question cannot be dealt
with satisfactorily mercly as one of measure, it is one of manner
also, and the one is only second in importance to the other, if]
that is to say, any character of stability is to be stamped on our
proposed arrangements.

The results of the past financial relations of the Colony and
the Provinces can alone afford data on which to base safe
proposals for the future. Now, I am not going to travel over
the ground which I took in 1865, when I cndeavoured to
expose the defects of the system of distribution of surplus
revenue, as scttled by “The Surplus Revenue Act, 1858.” The
arguments I then used, to show that the effect of the system was
to keep the public accounts in a chronic state of arrears, and
cause sums to be distributed under the delusive character of
surplus sums when in fact no available surplus existed, have
not been controverted, and are, I believe, incontrovertible.
But it is indispensible, before proceeding to propose any new
arrangement, to take a retrospect of the past. "With this object
I have had a return (No. IV.) compiled, consisting of four
tables, exhibiting the annual authorized expenditure for colonial
and provincial services respectively; also, the annual amounts
distributable to the Provinces compared with those distributed.
I do not vouch for the entire accuracy of this return, but the
errors, if errors there are, are proportional, and will not
invalidate the conclusions I seek to deduce from it. The return
extends from 1858 (the year in which the Surplus Revenue Act
was introduced) to the end of last financial year. I propose to
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draw the attention of the Committee to some of the points of
interest in this return, which exhibits very clearly the past
relationship of colonial and provincial expenditure.

It appears then, that during the period referred to, the
expenditure, as borne on the civil list, which comprises the
salaries of all the high officers of state in the Colony, has
only grown from £19,000 to £27,500—an increase of less than
onc-lialf. I believe I may safely say that there is no colony
where there has been such a system of economy (not to say
parsimony) as in the Colony of New Zealand, so far as the
provision for its Executive is concerned.

‘We next come to a charge which has grown in nine years
from £20,265 to £305,365. This item is *“ Permanent Charges,”
which principally consist of interest and sinking funds ; and has
become fiftecn times larger than it was in 1858. It is an ugly
item ; you have no control overit; it must be borne like the ills
of life; and it is all the uglier, because it is a charge of an
unproductive character; it is, in fact, the condign punishment
of war—a war, however, it must be observed, which was not
sought for by the General Government, but into which it was
hustled, and its charges flung at the Colony no doubt with a
wish for good luck, like the old shoe at the wedding.

‘We now come to the sccond table, which shows expenditure
provincially charged. It consists of recognized local charges.
An examination of the growth of this class of expenditure, will
show that whereas the Auckland local charges have been the
most cconomical, on the other hand those of Otago have been
the most extravagant. It is only reasonable to conclude that
the ultimate scttlement of accounts will show a corresponding
difference in results.

‘We next glance at the third and fourth tables, and remark
that up to 1864-5 the Provinces were short paid, and that
during the last two years, they have been greatly over-paid.
This fact is noteworthy on two accounts.
coincident with the increase of taxation. I refer to an cstimate
(No. V.), according to which I calculate that the additional
revenue reccived during the last two-and-a-half years, in conse-
quence of the inerease of the Tariff in 1864, and the imposition
of the Stamp Duties in 1866, has amounted to £580,000, and
according to the return before us £626,000 has been distributed
to the Provinces during the last two years. Now if there had
been no such inercase of the taxation, such a distribution could
not have been cffected. I doubt, thercfore, the wisdom of
those, who, within the recesses of their respective Provinces,
declaim against the Geeneral Government, as the devourer of the
proceeds of the taxation of the country. 2nd. Because the
principal over-payment (which was that of the last year) was
made by a Government which has been attacked on account
of its alleged anti-provincial tendencies ; a Government which
it now appears, however, has, without authority of law, actually
overpaid the Provinces (the proportion of 3-8ths of the gross
customs revenue having been paid over to the Provinces for
thirteen instead of only twelve months within the past year, a
year which may henceforth be recorded in the almanac of the
Colony as “The Provincial Leap Year”). The Committee may
sanction this proceeding or it may not ; but certainly this would
be & droll conclusion to arrive at, viz., that a Government,
which exceeds the law to aid the Provinces in their embarrass-
ment, is at the same time seeking their destruction. I am
reminded of a domestic complaint of ill-usage once brought
before 2 police court, which, after cross-examination, was
reduced to this, “ Well then, your honor, he gave me such a
look!” T need hardly inform the Committee that the court
dismissed the case.

If fairly judged, these over-payments to Provinces ought to
be regarded as the reductio ad absurdam of the present
surplus revenue system.

Another striking result is, that whereas £1,597,842 was all
that was distributable under the Surplus Revenue Act since its
commencement to 30th June last, there has actually been
distributed the sum of £1,781,581 ; showing an over-payment
amounting to £183,689, and therefore due by the Provinces to
the public revenues.

1st. Because it is

B-—NOO h.
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'This very interesting return gives us a bird’s-eye view of the
whole progress and result of the relative colonial and provincial
expenditure of ordinary revenues since 1858. Before quitting
4it, T contrast the grand totals, and if the amounts of provincial
charges and surplus revenue distributed be added together it will
be found that the total of provincial charges amounts to
£2,762,000, and that of colonial charges to £2,348,000; thus
showing an excess of provincial over colonial charges amounting
to £414,000. (It will now be quite apparent to the Colony,
where the proceeds of its taxation have been absorbed.) It will
be secn that if the sum of £183,689, above referred to as
overpaid to the Provinces, had not been so overpaid, the
revenues of New Zealand (exclusive of territorial revenuc) would
have been nearly equally shared between the Colony on the
one hand and the Provinces on the other, during the last nine
years ; and it is patent that the amounts hitherto appropriated
for provincial services have not more than sufficed to provide
for the payment of the interest and sinking funds on provincial
loans and the general maintenance of provinciul administration.
Unless, therefore, it be decided to force on fundamental changes,
which may be effected in either of two ways, according as either
party holding extreme views may be dominant ; that is to say,
the Provinces may be cast adrift and left absolutely to take care
of their own loans and credit, and brought face to face with
the people, by being obliged to tax them directly for the special
purposes of provincial administration (in which event the cost
of the necessaries of life might be considerably diminished by a
reduction of indirect taxation)—or the General Government may
be cast adrift, the colonial debt be disintegrated, and the pay-
ment of its interest and sinking funds parcelled out as a charge
on different portions of the Colony, and the General Govern-
ment reduced to a shadow—nominis umbra. Unless, I say, one
or the other of these extreme views be adopted, it follows that
some such distribution of revenue as that indicated by the
results of the investigation we have now been pursuing must be
made. '

The present Government, speaking as a Government;, desires to
steer a course between these two extremes ; it seeks to preserve
the unity of the Colony. It wishes to maintain existing
institutions in a state of efficiency, provided those charged with
their administration are willing to be controlled within prudent
It does not intend to propose an alteration in the
system according to which the Parliament of the country has
hitherto been the great taxing medium; and it proposes to
create an intercst common to the Colony and the Provinces in
those very considerable revenues derived from such taxation.
It takes still broader views, and is unwilling that the unity of
the Colony should remain a merc idle name, and desires that
the powerful combination expressed in that term should be
made to yicld its legitimate financial results, by putting in
motion the vast power of a common credit, which is now

" frittered away and wasted by being exercised provincially. But

in order that such results may be obtained, it is indispensable
that the Government of the Colony should cxist as a reality with
large controlling powers.

Influenced then by the above considerations, and guided by
the results of the investigation which have just been traced out,
the Government now proposes to the Committee that the con-
solidated revenues should be divided equally between the Colony
and the Provinces. It only remains for me to show the precise
effect of this proposal in figures.  Stating then one-half the
consolidated revenues at £542,000, as available on the one
side for colonial, and on the other for provincial services, and
taking the colonial expenditure at £540,267, it will be seen that
there is only a very bare margin left. Again, taking the pro-
vincial charges at £204,173, T find a balance of £337,827
available for provincial appropriation ; and comparing this
amount with that which would be yielded by three-eighths
Customs Revenue, viz., £324,000, the result ought to be
regarded as one very favourable to the Provinces in measure, and,
28 will be explained presently, favourable in manner also.

This proposal of the Government I observe (and I invite the
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particular attention of the Committee to my observations) was
decided to be made in order that the Provinces might be placed
in the position of being able themselves to make a provision for
outlying and road districts of & character as permanent as that
which, according to the explanation I have just given, is now
contemplated by the proposals of the Government to be made
for the Provinces themselves. In further support of the general
cxposition which I have just given of the principles on which
the financial policy of the Government has been based, I
proceed to develope our particular proposals, and begin with—

THE CONSOLIDATION OF PROVINCIAL LOANS.

It is almost unnecessary to say onc word to prove the
necessity of some such measure. FPerhaps no measure has been
more distinetly called for by considerate men of all partics,
by the public Press, and by those friends in England who watch
the financial operations of the Colony with interest. It is suffi-
cient to say that the appearance on the London market of a
great variety of paper, all secured on different parts of the revenue
of the Colony, all bidding against one another with the lender
of capital, has had (as it must have had) a disastrous effect on
the credit of the Colony generally, and has resulted in very
serious loss and embarrassment. Two years ago this House
awoke to a sense of the evil, and prohibited the Provinces from
exercising any further borrowing powers. But a general call
has been made on the Governmient, to which it would fail in its
duty to the Colony if it did not respond, to go still further
and to deal with the outstanding engagements into which
the Provinces have already entered. I do not conceal from
myself that, desirable as this object has been thought, it will
depend on the principle of the measure for its accomplishment
whether it will meet with a general acceptance from the House.
I take it that most men are agreed upon the point that the
credit of the whole Colony shall, in some form or other, be
impressed upon the provincial securities, but I foresce that it
will be difficult to avoid awakening a very mnatural jealousy on
the part of those Provinces which have been chary of their
credit, and most economical in their expenditure, unless it
be clearly provided that each Province shall still bear its own
burdens ; that whilst the consolidated revenues of the whole
Colony are mortgaged as a security to the outside creditor, still,
as between the Provinces themselves and the Gteneral Govern-
ment, the charges occasioned by the provincial debts shall
distinctly fall upon the Provinces by which, and in the pro-
portions in which, these debts have been incurred. In order to
see that this principle has been rigidly adhered to, it is neces-
sary to read together the Consolidation Bill and those clauses.
of the Public Revenues Bill which relate to payments of revenue
to Provinces.

There is another point in which the interests of the Provinces
are concerned which has received much attention. Various
opinions have been expressed as to the actual saving, both of
principal and of annual charge, which may be effected by such
measure ; and some of those opinions have been sufficiently
extravagant. I will not waste your time by speculation which
must be of doubtful value; but I may say that by ordinary
skill and prudence a very appreciable saving may probably be
effected in the burdens of the Colony. The question may,
however, be fairly asked, who is to have the advantage of any
such savings? and I will briefly reply, that the measures of
Government are framed with the object of relieving the revenues
of the Provinces to the full extent to which any saving can be
effected, either of principal or annual charges, and that the
General Government forgoes all participation in the profits of
the transaction. There were several proposals which naturally
presented themsclves to our minds when considering the naturc
of the measure it would be our duty to propose.

1. One plan was simply to affix to the provincial securities,
8s they stand, the imprimatur of the General Government—
merely to give the endorsement of the Colony to provincial
paper. We rejected that plan mainly for two reasons; first,
because we should then merely have enhanced the value of the
property in the hands of private individuals, without gaining
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anything for the Colony or the Provinces; and sccondly,
because we should have still left that inconvenient variety of
paper upon the market which perplexes the capitalist, and raises
in his mind that sort of doubt which must always be paid for
by so much per cent.

2. Another possible plan was that of a compulsory recall of
all provincial paper and its exchange for colonial debentures. I
need hardly say that we did not think it necessary, and there-
fore did not think it wise, to run the risk of damaging our credit
by any such shock to the feelings of the ereditor which he would
have equally conceived it to be, cven if we had forced him into
a favourable bargain.

3. There remained, therefore, but one other course, and that
was a voluntary purchase and exchange of provincial for colonial
securities, and that is the plan which the Government has
adopted. When I say voluntary I mcen voluntary on both
sides—on the part of the Government as well as of the holder of
provincial paper. For whilst on the one hand we hope to be
able to offer the holder of provincial debentures such an im-
proved security as shall induce him to part with them either for
cash or for colonial debentures, on the other hand it is necessary
to take care that the Government shall not place itself in a
position which may enable the creditor to force it to accept
offers which are not as favourable as the Colony has a fair right
to expect. We propose to raise a loan with a maximum limit,
but which is to be raised only as required and to the extent re-
quired for purchasing the provincial paper; and we propose
that all such purchases shall be made in cash or by exchang-
ing colonial for provincial debentures by agents in England or
elsewhere upon the best terms which can be obtained. But we
do not think that, when the Colony comes forward with the
offer to enlarge the security upon which these debts have been
incurred, it ought to allow the holders to wait an indefinite
time before availing themselves of the offer. We are not dis-
posed to allow speculators to wait until the very offer of the
Government shall have enhanced the value of their claims, and
then to expect to obtain from the Government the higher price
which the operations of the Government itself will have created.
‘We therefore propose to limit the time during which holders of
provincial paper can come in and avail themselves of our offer ;
and after that, to exclude them from all the benefits of the
proposed consolidation. Three years is the time to which we
propose to confine these operations, and T think we may fairly
anticipate that in that time the great bulk, if not the whole,
of the provincial securities will have disappeared from the
market, and that the financial engagements of the Colony will
Dbe restored to an intelligible basis.

But we have not forgotten that some of the Provinees have
entered into large engagements upon the faith of raising
loans which have not yet been fully negotisted. We propose
to place such Provinces in the same position as they would
have been in had this Act not been passed. It is clearly
of mo use that such Provinces should be allowed to issue
debentures, which will immediately afterwards have to be
bought in. We thercfore propose to raise money under this
Bill to the extent to which any provincial loans are still
unraised, and to pay over that money to the Province.

In distributing the payments amongst the Provinces of
the interest and sinking fund, we propose ‘to charge against
each Province the exact sum for which the General Government
has made itself liable by the extinguishment of its debt.
That is to say, if we can buy a £100 debenture of Otago for
£80, we shall charge against Otago the interest and sinking
fund on the £80 of debt which the General Government
has incurred. And we propose to stop out of the provincial
revenues, every month, one-twelfth part of the annual sum
thus due to us.

Before, however, leaving the subject of Consolidation of the
provincial loans, I must not omit to explain the provisions of

. the Bill, as specially affecting the Province of Southland.
. Whilst preparing this measure, it was impossible not to perceive
that the principle of the legislation introduced two years ago,
{or the special relief of Southland, was, by the present measure,
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made applicable to the other Provinces. The inference thus
became inevitable that no greater restriction ought to be placed
on the Province of Southland than that imposed on other Pro-
vinces, and it is accordingly proposed that the public lands of
Southland should not be tied up to a greater extent than
those of other Provinces affected by the proposed measure.

4. There was a fourth plan, which was not overlooked by
us in entertaining this question. It was to consolidate the.
debts, not only of the Provinces, but of the Colony, and
include the whole in one large loan; and there were mot
wanting many good arguments in favour of such a scheme.
‘We rejected it, however, for many reasons which appeared of
sufficient weight. First, we could not make such a plan com-
plete, because a part of the debts of the Colony is guaranteed by
the Home Grovernment, and therefore could not be called inj;
and secondly, we do not think that this is the time to disturb
our operations more than is absolutely necessary. Nor did
there appear to us to be any sufficient pecuniary advantage to
be gained by replacing one form of debenture by another, the
security for the two being identical. It seemed not impossible
that any small pecuniary advantage anticipated might be more
than destroyed by the appearance of performing an operation,
the object of which might not be very intelligible to the
money-lender. The contingent gain might be but small, the
loss from unnecessary tampering with existing securities would
certainly be appreciable, and therefore we abide by the safe -
maxim quiela non movere.

I desire to point out that reading the Consolidation of Loans
Bill and the Public Revenues Bill together, it will be seen that
we offer to the creditors only the consolidated revenues of the
Colony as a security, and we take the current payments of
interest and sinking fund out of the provincial share of the
consolidated revenue. These provincial loans, however, have
been mostly raised on the security of the land revenue, wec
have therefore provided that where the provincial share of the
consolidated fund falls short, the General Government may
immediately come upon the land fund of the particular Province
which is in default. The creditor, therefore, whilst nominally
having only the security of the consolidated fund, has really
that of the land fund as well. I think the Provinces generally
will prefer that the repayments of interest should be taken in
this manner than that the General Government should stop
them out of the land fund in the fivst instance. Financially
of course it would make no difference ; but there is a strong
feeling in favour of having the land fund paid over directly
day by day to the provincial chest, which we do not wish to
disturb, and see no necessity for disturbing.

I have explained the financial bearings of the measure, but
it has political consequences which ought not to pass un-
noticed ; and I take the opportunity of recording my opinion
that, should this measure become law, insular separation will
have become well nigh impracticabie.

Closely connected with the measure for the consolidation
of the provincial loans is the Public Revenues Bill. The two
must be read together, for they are inseparable parts of the
scheme of financial policy which we propose. I shall endeavour
briefly to state the objects of this measure. First, when we
propose to undertake the provincial debts as a colonial liability,
and to recoup the general chest out of Provincial revenues, the
question is immediately forced npon us—What does provincial
revenue consist of 7 Are we to rest satisfied with the uncertain
arrangements existing under the Surplus Revenues Act? The
Government has, as I have before explained, at length come
to the conclusion that the system of distributing the surplus
revenues requires to be reconstructed. Again, we are of opinion
that the whole system under which the accounts of the Colony
are kept requires to be simplified, and that the control and
audit of the public moneys requires to be more effective. We
have had forced on us & variety of points, in which the
operation of the Comptroller’s Act is inconsistent with other
parts of the financial system, and these arc matters which
must be dealt with in order to avoid the utmost public in-
convenience. The Committee will therefore perceive that the
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time had arrived when it became the duty of the Government
to review the machinery by which the public moneys are
managed, and, if possible, to consolidate all the law upon this
great subject into one comprehensive, simple, and intelligible
statute. That is the purpose of the Public Revenues Bill, and
which it will be my duty to propose, and which will be placed
in your hands without delay.

Subsequent opportunities will present themselves for ex-
plaining in detail the provisions of this measure. The Bill
may be considered as having two distinet parts. T anticipate
that all that part which is principally of a technical
character will mect with the unanimous approval of the House, as
T am certain that its resnlts will that of the eorntry. The other
part, which comprises what may be called the new policy
introduced by the measure, will be found, and is wholly contained,
in three clauses under the head of ¢ Revenues payable to
Provinees.”

I need hardly say, after the elaborate explanation I have
alrcady given the Committee, that we propose to repeal the
Surplus Revenues Aet.  No one, T am sure, will contend for the
maintenance of a law, the operation of which has to be sus-
pended whenever it acts differently from what was supposed.
Such a conduct of financial affrirs must end in the worst
cmbarrassment.
law by a new arrangement.

‘We, therefore, propose to replace the existing
We propose to retain one-half of
the consolidated fund permanently as the revenue of the
Creneral Government, and to settle one-half, with certain deduc-
tions, permanently on the Provinees. Those deductions are :-—
first, for the cost of services voted by the House, but provincially
charged ; and, secondly, the annual charges to which the Geencral
Government will beecome liable on account of the purchase or
cxchange of provineial debentures.

We propose also to make an entire change in the manner
of computing the sums payable to the Provinees, and to make
the account relate solely to past cash transactions. For example,
say in the month of February, as soon as the accounts arrive
from various parts of the Colony, the Treasurer will make up
an account of the half of the actual sums paid into the con-
solidated funds in cach Provinee during the month of January,
and of the actual sums expended on account of general services
provineially charged during the same month, and the difference
will be the sum belonging to the Provinces for the month of
Jonmary.  If there is anything due from the Provinces on
account of interest for its debentures bought and charged under
the Consolidation Act, that will be deducted also, cach month,
at the rate of ome-twelfth of the aunual charge.  Now this
account will absolutely close all transactions between the Geeneral
Government and the Provinces up to date. No money will
ever be paid in advance, no balance left unpaid. The account
depending on past cash transactions, instead of on future contin-
gencies, will be absolutely closed month by month, and T
venture to say that this result will be equally acceptable to
the General Government, to the Provinces, and to the public ;—
to the General Government, whose finance will no longer be
obstructed, and its accounts mystified, by engagements difficult
to be ascertained and mever scttled; to the Provinces, who
will no longer be tempted to extravagance by the anticipation
of “hearing something to its advantage” in the annual balance
sheet, or irritated by the prospect of having to refund sums
which it had overdrawn in enforced ignorance ofits real
position; and to the publie, who may possibly begin to
understand something of the manper in which its money is
disposed of, which any one but a most accomplished accountant
must despair of doing under our present system.

I have said that the Provinees are at present indebted to
the Greneral Goovernment in a sum which somewhat exceeds
£183,000. At a time when an cntircly new arrangement is
being introduced, and a new system of accounts inaugurated,
it would be extremely embarrassing if the simplicity of the new
system were destroyed, and its working spoiled by the retention
on our books of engagements which cannot fail to be a subject
of irritation between the General Government and the Pro-

vinces. 'We have, therefore, thought it wise to propose
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to the House that these debts should disappear together with
the Act out of which they have arisen. We propose to abandon
this claim altogethcr on the part of the Greneral Government.
If, however, we were simply to pass a sponge over the entry,
justice would not be done as between Province and Province.
The Provinces have been all over paid, but not all in the same
proportions.  Simply to cancel the debt, therefore, would be
to take from onc Province in order to give to another. We
propose, therefore, to abandon this claim on the part of the
Government, but to require some Provinces to pay such sums
as shall adjust the amount fairly between all. The Gencral
Government will stand in the position of a liquidator, and will
pay to some Provinces the whole of the amounts which it
reecives from others, and we shall ask that a short Bill shall be
passed, stating specifically the sums to be received and paid
by each Province in final liguidation of the account,
is one exception to this.

There
It is the case of Marlborough, which
I think requires the special consideration of the Committee.
Under the operation of the Surplus Révenues Aet, Marlborough
stands indebted to the General Government on the whole
account from 1838 to 1867. That is to say, her share of the
surplus revenues is some four or five thousand pounds less
than nothing. She has been paid about £7,000 as surplus
and in the proposed adjustment of the account
Marlborough would have to refund about £12,000 to other
Provinees.  Now it is impossible that Marlborough ean pay
The sum, thercfore, for distribution will be
deficient by that amount. The fairest avrangement seems to be
that it should be divided equally between Wellington and Nelson,
because it is owing to the fact that the customs duties on goods
consumed in Marlborough are to a certain extent paid in Nelson
and Wellington, that the account with Marlborough assumes a
character so different from that of all other Provinces. We
have, in fact, thrown upon Marlborough the same proportional
charges as upon other Provinces; whilst she is accidentally or
from other ecauses deprived of the revenucs by which those
charges are to be met; whilst the revenues are infringed on by
two of her neighbours, the expenditure borne on those revenues
is voted by the Housc; that is, the pro rate share of the
general charges, and the cost of the general services provincially
charged, have been larger than the total amount of the
revenues received.  The total sum is not large.  Both
Wellington and Nelson, which, if matters remain as they ave,
would have to rcfund considerable sums to the General
Governmment, will, even after the special arrangement as regards
Marlborough, have to reccive instead of to pay moncy. Theirs
will not, therefore, be a case of hardship. The total result of the
operation will be as follows :—

Tevenue,

this monecy.

£
Auckland will have to reccive 25,380
Wellington . 5 4,815
Nelson " " 615
Canterbury . ' 618
£31,128

On the otlier hand,

£
Taranaki will have to pay ... 376
Hawke's Bay . 301
Otago » 25,140
Southland » 5,611

Thus the total sums received and paid over in liquidation of
this debt of £183,688 9s. 6d., will be found only to amount to
£31,428.

Altogether, Mr. Carleton, I think this may be considered an
unusually pretty transaction, for every party to it comes out
satisfied. The General Government assumes the dignified
attitude of Paterfamilias hushing the clamour of his nine
children, who were expecting to be punished, by a judicious
distribution of sweetmeats, which he himself disdains to taste.
Each of the nine Provinces must needs be pleased with the
share allotted to it, when it regards the following statement
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of sums due by the Provinces, under the Surplus Revenues Act,
viz. :—

Dz. £ s. d.
Auckland 17,954 15 11
Taranaki 4,026 7 10
Hawke’s Bay 4657 7 7
Wellington ... 10,297 18 10
Nelson 4,526 12 11
Marlborough 12,063 12 6
Canterbury ... 36,006 15 6
Otago 80,445 4 2
Southland 18,709 14 3

£183,688 9 6

This transaction will close the whole of the operations
under the Surplus Revenues Act.

Before I proceeded to the explanation of the proposal for
division of the ordinary revenues of the Colony, I alluded to an
arrangement for relieving those revenues of certain charges
and observed in effect that unless some arrangement of the sort
were made a system of retrenchment alone would not suffice to
enable such a scheme of division to be put in practice this
year. The Commitec will have anticipated from the tenor of
those observations that it would be necessary to take up a
further sum of moncy. I am now going to explain the
exact proposal of the Government in this respect. With
reference to the loan of 1863, it may be here stated broadly that
when the whole of the temporary 8 per cent. bonds are taken up,
the Colony will have issued three millions of debentures, on
which the discount is upwards of £260,000.

Now the Government do not propose asking for a new Loan
Act; for the Act of 1863 is held to confer the legal authority
necessary to raisc three millions sterling. But it will ask for a
further Loan Appropriation Act to provide for the following
extraordinary services ; which I may observe are of a character
consonant with the original appropriations of moneys to be
raised und@ler ¥hat Act, viz. :—

£
Telegraph Extension 47,412
Marine (Lighthouses) 19,725
Defence . 109,025
Taranaki Debentures 38,750
Contingent Defence 45,000
Amounting to £259,912

When the proposed Loan Appropriation Bill is introduced
estimates will be brought down showing the estimated ex-
penditure in detail, but I take the present opportunity of
stating that one-half of the sum of £109,000, set down against
the item ¢ Defence,” is for liabilities, and, therefore, not a
recurring charge.

I also take this occasion of giving explanations of the
proposals of the Government with regard to Taranaki. There
are two financial matters to be adjusted with regard to that
Province.

1. With regard to the Taranaki Debentures, I may state
that they form part of the compensation already awarded ; the
interest has always been paid by the Colony, but the existence
of those debentures is an obstruction to further operations of
the Province with the Bank which holds them. It is proposed
to take them up.

2. In 1856 a sum of £36,000 was allocated to that Province
out of the half million loan.  Of this, £20,000 without interest
and £16,000 with interest. To the present date a subsidy has
been paid of £2,200 per annum by the Colony to the Province
of Taranaki in lieu of land revenue. On final adjustment
of the question of handing over the confiscated lands, this
subsidy would cease, and the interest and sinking fund on
£16,000 become chargeable to the Province, leaving on the
transaction a relief to the Colony of £3,160.

If the Committee accede to our proposed loan appropria-
tions, I believe that it will not be necessary to attach the
£150,000 Treasury Bills authorized to be issued last year, to

3
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the permanent debt of the Colony. On the contrary, when it
i3 borne in mind that under the provisions of the Loan
Consolidation Act power will be taken to recoup to the Colony
the sum of say £43,000 advanced to the Province of Southland ;
also, that there is every reason to hope that the amount
put down for contingent defence will not be required, for it ig
only an emergency vote (although one that must be provided
for), and when it is further borne in mind that there are sums
amounting to £34,000 which appear on the estimates of this
year, but are of an exceptional character, and thercfore, not
likely to recur every year, I think it may be fairly anticipated
that if the Committee consents to our proposal that the sum
of three millions sterling should be raised under the Act of
1863, the Treasury Bills to which I have referred can be
provided for without still further increasing our permanent
debt. At any rate, I do not see how otherwise the contem-
plated provision for the Provinces can be effected this year;
and if it be not, I do not see how the Provinces can meet their
engagements, an cvent which must re-nct disastrously, for a
time at least, on the whole Colony.

From the consideration of the losses sustained by the Colony in
the negotiation of the loan of 1863, I naturally pass on to that
of the position of the Colony as regards the claim of the
Imperial Government, for the two questions are dependent on
cach other.

It is well known to the Committee that the Imperial Govern-
ment have from time to time been most urgent in their desire
to adjust outstanding accounts, in which they have been met
by a like anxicty on the part of successive Colonial Governments.
An attempt was made towards such adjustment by the appoint-
ment of Mr. Croshie Ward as agent in 1863, and Mr. Reader
Wood subsequently, who placed themselves in personal commu-
nication with the home authorities. These attempts were not
successful, and the Colonial Government, finding the Imperial
Treasury persistently urging a settlement of pastand accruing
claims, determined to evince the readiness of the Colony to meet
these demands, and instructed the Crown Agents to hand over
to the Imperial authorities £500,000 in New Zealand Colonial
Sccuritics. Before long, however, the necessity of appointing a
Commission to cxamine into these accounts became apparent.
At the close of last year Mr. Commissary-Creneral Jones was
appointed on the part of the Tmperial Government, and my
honorable friend Major Richardson, a member of the Executive
Government, was commissioned to represent the Colony. I
lay upon the table a report of the Colonial Commissioner on
the claims of the Imperial Treasury, and also copies of cor-
respondence which has taken place in conmection with this
subject.

It will not be necessary that I should do more than just
summarize the results, as honorable members will immediately
be in possession of the documents themselves. The claims of
the Imperial Treasury stretching back to 1848 amount to the sum
of £1,304,963 9s. 3d., composed as follows : —

£ s d
Capitation Charge for Imperial
Troops 353,817 10 0
Compound Interest Capitalized An-
nually 167,278 7 1
Advances for Colonial Troops 582,156 17 7
Miscellaneous 201,710 14 7

£1,304,963 9 3

The Colonial Commissioner, after carefully considering these
charges, and the grounds on which they rested, was of opinion
that the sum of £516,130 12s. 5d. was inadmissable, thus reduc-
ing the claim to £759,621 14s. 7d., up to September, 1866. A
few weeks prior to the forwarding of the Colonial Com-
missioner’s report on these claims, the Imperial Commissioner
returned to England, for reasons which may be found in the
correspondence above referred to ; and in consequence it was
not possible to proceed any further in the investigation. Imay
here mention, however, that the counter claims of the Colony,
with schedules attached, have been forwarded to the Secretary
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of State for the Colonies. The amount of these counter claims

is as follows, viz. :—

£ s. d.
Colonial Debentures sold at par 500,000 0 O
Military Roads 102,875 9 10
Proportion of River Transport Charges 97,329 0 11
Miscellancous . 206,662 4 11

£906,856 15 8

It will now appear that, on the supposition that the sums
compriging that counter claim will not be much, if at all, affected
by examination in the Imperial Treasury department, there will
remain duc by the Imperial Government, on a final adjustment,
the sum of £147,235 1s. 1d., and here the guestion would rest,
viewed as a mere matter of account; but, as the Colonial Com-
missioner has very properly observed, there are claims which the
Colony may justly prefer, and which I am sure Great Britain
will not be slow to recognize, arising- out of the peculiar con-
nection which existed between the Crown, the Colony, and the
Native race, at the time when these liabilitics were incurred.
The nature and extent of these liabilities are dealt with in the
report of my honorable friend, which I commend to the atten-
tion of the Committee as & monument of patient and impartial
rescarch.

But I must be allowed to draw attention to the fact that the
Colony has expended and become charged with in aid of the
suppression of the rebellion against the sovercignty of the
Crown, the following sums:—

£ s. d.

The Colony has actually expended 2,725,660 18 8
Is charged by the Imperial

Treasury with £1,304,963 17 1

£4,030,624 15 9

It is a duty incumbent on me that I should make this public
statement, whilst T at the same time express a belicf on the part
of New Zealand that the Imperial Government will, upon a
careful review of the whole circumstances, c¢xtend that con-
sideration to the Colony which would materially aid it in the
struggle it is now making to get out of the embarrassments
created by the war.

I approach another disagrecable sequence of the loan of 1863.
It was within the original scope of the policy of 1863 to
charge certain expenditure locally. This intention was carried
out by the Legislature of 1865 and 1866. During the past
financial year it was incumbent on the Treasurer to recoup
certain interest and sinking funds from the Provinces of the
North Island. T regret to have to inform the Committee that
I have to a great extent failed in my endeavours to enforce
these recoveries. I can also assure the Committee that this
failure did not arise from any want of efforts on my part.
The Provinces of Auckland, Taranaki, snd Hawke's Bay, pleaded
their inability to make the payments; and the Government,
not being prepared to drive those Provinces into cmbarrass-
ment, decided not to enforce the claim until Parliament
should have considered the question. I have now to state
that it is one of the proposals of the Government to relieve the
Provinces of the North Island from the payment of this special
debt. I am ready to admit that, so far as the Province of
Wellington is concerncd, the reasons why she should be
released from this allocated debt are not so cogent as they
arc in the case of the other three Provinces. The Govern-
ment, however, believes that the Committee would not be
disposed to make any exception (and the amount is com-
paratively inconsiderable) ; if, that is to say, it should approve
of the general scope of the financial policy of the Government
which is intended to be one of final provincial adjustments.

There still remains one more subject to bring under the
consideration of the Committee. It is also a legacy of the
policy of 1863. I refer to the confiscated lands. Great expec-
tations were once entcrtained, but these have been disap-
pointed. I wish I could say that the administration had been
-altogether satisfactory, either to the Colony or the Government.

STATEMENT.

It must be confessed, however, that the whole affair has, from
the very first, being surrounded with great and special diffi-
culties, and I very much doubt whether any other administrators
could have effected more. Much, indeed, has been achieved ;
and had the original calculations been less sanguine, the
subscquent  disappointment would have proportionately
diminished. Nevertheless, on large grounds of policy, the
Government has, after a very careful considcration of this
subject, decided to propose to the Committec that the con-
fiscated lands should, with certain limited cxceptions, and
subject to conditions as to fulfilment of engagements with
Natives and others, be handed over as speedily as possible to
the respective Provinces for their beneficial administration,
and free of all claims for past special expenditure. In a colo-
nizing point of view, I belicve this proposal will be hailed with
satisfaction by the Provinces of the North Island. In afinancial
point of view, I am not going to pretend that any great boon
is being proffered. There are some who are sufliciently
sanguine to belicve that a considerable revenue will be derived
from this territory. For my own part, I candidly confess that,
judging from the past (during which the cost has far exceeded
the proceeds), I cannot arrive at the same conclusion. Never-
theless, the colonizing opportunities which will be thus afforded
to the Provinces, cannot, I think, be valued too highly. A Bill
on this subject will accordingly be introduced to give effect to
this proposal.

I cannot however dismiss the consideration of this and the
two preceding topics without adverting to the policy of 1856;
and I particularly ask those who may be inclined to regard
our proposals as over favourable to the North to give their
attention for a short time. In 1856 the Colony adopted the
policy of localizing the land revenues, and declined to reserve
for itself even such a proportion of that revenue as might be
regarded as a royalty. In this respect, no less than in others,
there is a fundamental difference between the financial policy
adopted in the United States of America and that pursued
in New Zealand. In America, not only do they regard the
customs duties as gencral revenue (and if any tax is of a
general character it is certainly customs duties) but also
territorial revenue ; wherecas in New Zealand we have localized
customs revenue as well as territorial revenue. As this is a
very interesting subject 1 will cite before the Committee a
high authority ; I quote from Kenl on American Law. By
the Act of Congress of Scptember 4th, 1841, c. 16, ten per
cent. of the met proceeds of the sales of the public lands
to be made subsequent to the 31st December, 1841, within
the limits of the States of Ohio, Indiana, Illinois, Alabama,
Missouri, Mississippi, Lousiana, Arkansas, and Michigan, are
to be paid to those states respectively ; and the residuc of
these net proceeds, subject to certain provisos, divided half-
yearly among the twenty-six states of the Union, and the
district of Columbia, and the territorics of Winsconsin, Tows,
and Florida, according to their respective federal representative
population, as ascertained by the last census, to be applied by
the Legislatures of the said states to such purposes as they
should direct.”

But in order to asccrtain what has been the financial effect,
of the policy of 1856, I refer to a very intercsting comparative
Return (No. VI) of the Imports and Exports, and Territorial
and Ordinary Revenues of the North and Middle Islands
réspectively. There is not time now to do more than just
glance at this statement. But when I inform the Committce
that the figures show that from the year 1856-7 to the 30th
June last, the Middle Island has rcceived as territorial revenues .
in excess of that of the North Island (I repeat the words, “in
cxcess of that of the North Island,”) £3,154,635, the full
effect of that policy is perceived; and the South would do
well to recollect these figures when proposals are made to
hand over certain territories (all encumbered as they are) to
the Provinces of the North Island, and to relieve those
Provinees of the charges of certain allocated debts arising
out of the tramsactions under the loan of 1863; and also
when it is proposed to raise the full amount of three millions
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sterling.  For it is necessary to take the discount into consi-
deration, to bring up the figures to an equation. I mean,
that the amount of territorial revenue received by the South,
in excess of that received by the North, will (if three
millions sterling be borrowed) about equal the amount of the
debt that will then have been incurred on account of the
war in the North Island. 'The figures are significant, and the
following question forces itself on our notice, “But for the
policy of 1856, would the loan of 1863 have been necessary?”
The imports and cxports and ordinary revenue tables of this
statement also contain an instructive lessom, for they show that
during the first half of the period under examination, up to
the ers of gold discoveries in the South, the North not only
kept pace with the South, but, for the greater part of that
period, contributed much the largest share of the revenues of
the country. It would be well to bear in mind that prudent
people act as though * what has been may be again.”

Let me not, however, be misunderstood. I guard myself
against being supposed to have raised this question, cither on
behalf of the Government or independently with any arriere

11

pensee. A bargain is a bargain, all the world over. But, when
questions cognate to, and arising out of a former bargain come
to be settled it is not only competent but often neccssary to
trace the effects of such a bargain.

Sir, T have nothing more to add ; I am afraid I have by this
time wearied the Committee—I am quite sure I have wearied
mysclf —without, howcver, exhausting the various important
subjects which have come under consideration, and certainly
without doing them justice. I can only commend the financial
proposals of the Government as a whole to the favourable
consideration of the Committee ; believing them to be just and
conciliatory, and therefore wise; and moreover caleulated, if
accepted in the same spirit in which they are intended to be
submitted by the Government, to impart a substantial character
to the credit of New Zealand which it has never yet attained,
It only remains, Mr. Carleton, for me to move, “ That a sum
not exceeding £5,000 be granted to 1ler Majesty to provide for
the reception of His Royal Highness the Duke of Edinburgh.
on the occasion of Lis visit to the Colony of New Zealand.”

Return 1.

RETURN of the Gross Customs RevENur for each Quarter, from September Quarter, 1857, to
the Quarter ended the 30th June, 1867, inclusive.

Fivancian YEAR 1857-8. FivaNciaL YEar 1862-3.
September Quarter £31,251 0 September Quarter £94,754 )
December ' 34,730 l December 118,526 |
+ £138,998 + £488,522
March " 31,126 March » 127,465 J
June . 41,891 ) June ' 147,777
Finawciar YEAR 1858-9. FinaxciaL YEAR 1863—4.
September Quarter £40,420 0 September Quarter £145,594 O
December ” 38,199 December 171,001
- £160,836 + £617,002
March " 41,884 March " 147,778
June . 40,333 ) June ’ 152,629 )
\
Finaxcian YEAR 1859-60. FINANCIAL YEAR 1864-5.
September Quarter £41,491 September Quarter £140,872 0
December ’ 44,607 December 150,995
£178,117 £643,297
March " 46,298 March . 167,690
June “ 45,721 ) June ' 183,740 )
FrvavciaL YEAR 1860-1. FINaNcIAL YEAR 1865-6.
September Quarter £45,790 September Quarter £180,160 O
December ” 51,359 December 198,418
£204,612 + £796,227
March ' 52,236 March . 208,794
June ” 55,227 J June ' 208,855 J
FivaNciAL YEAR 1861-2. FINANCIAL YEAR 1866-7.
September Quarter £66,935 O September Quarter £199,452 )
December . 86,466 Deccoember 227,263
- £339,393 £864,668
March N 98,050 March . 220,183
June » 87,942 ) June ” 217,780 )

Custom H:)use, ‘Wellington,
16th August, 1867.

WiLriaM SEED,
Secretary and Inspector.
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Table III.

RETURN of the VALuE of IMpPorTs and Exrorrs for each ProviNce for the Year ending
30th June, 1867.

PROVINCE. VALTE oF IMPORTS. ‘ VaLve oF ExPorTs.
£ s. d. ‘ £ s. d.
Auckland 1,109,641 0 O 268,894 0 0
Taranaki e 50,622 0 O ‘ 1,116 0 0
Wellington ! 720,409 0 O ; 239,643 0 O
Hawke's Bay 75,075 0 0 . 73,800 0 0
Marlborough* 12,655 0 O i 52,556 0 0
Nelson 429,959 0 0 243,162 0 O
Canterbury 1,759,748 0 O i 2,470,964 0 O
Otago 1,825,700 0 O | 1,086,164 0 O
Southland ... e 196,003 0 O 142,948 0 O
Chatham Islands ... ] 257 0 0 I 9% 0 0
i £6,180,069 0 0 I £4,578,812 0 0

* This does not include the Wairoa returns of last Quarter, which have not yet been sent in.—W. S.

‘WILLIAM SEED,

Office of the Commissioner of Customs,
Secretary and Inspector.

‘Wellington, 31st July, 1867.

RETURN of the VarLve of Imromrrs and Exronrrs for each Porr of New Zraranp for the Year
ending 30th June, 1867.

Porzs. VALUE OF IMPORTS. ' VALUE OF EXPORTS.
£ s. d. £ s. d.
Auckland 1,085,480 0 0O 247,023 0 O
‘Wangarei . . 160 0 0
Russell O 1,068 0 O ! 175 0 O
Mongonui ... 740 0 O 2,761 0 O
Hokianga 6,634 0 O : 16,314 0 O
Kaipara ... 15,710 0 O ! 2,461 0 O
New Plymouth 50,622 0 0 i 1,116 0 O
Wanganui ... 57,088 0 0 | 11,749 0 O
‘Welhington 663,321 0 O | 227,894 0 O
Napier 75,075 0 O : 73,300 0 0
Wairau 6,992 0 O 43,020 0 O
Picton 5,658 0 0 7,922 0 0O
Havelock ... 5 0 0 1,614 0 0
Nelson 426,701 0 0 | 69,109 0 0
‘Westport 3,258 0 O 106,564 0 O
Brighton .. 67,489 0 0
Greymouth. .. 237,507 0 O 614,060 0 0
Hokitika 661,928 0 O 1,191,529 0 0O
Okarito 8,452 0 0 14,150 0 0
Lyttelton and Christchurch 800,422 0 O 496,818 0 O
Akaros 7,423 0 O
Timaru 44,016 0 O 154,407 0 0
Qamaru 15,990 0 O 90,746 0 0
Dunedin 1,809,710 0 © 995,418 0 O
Invercargill... 148,679 0 O 139,574 0 O
Bluff Harbour 20,94 0 O 3,374 0 0
Riverton ... 26,380 0 O
Chatham Islands ... 257 0 O 95 0 O
£6,180,069 0 0 £4,578,842 0 O

‘WirLLiaM SEED,

Office of the Commissioner of Customs,
Secretary and Inspector.

‘Wellington, 31st July, 1867.
4
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