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NEW ZEALAND

MASTERTON LICENSING TRUST

SECOND ANNUAL REPORT, FOR PERIOD ENDED 3lst MARCH, 1949

Presented to Both Houses of f/m (;em'ml Asse,nb/J Pweurwt to Section 43 of the Masterton
g2y /"(} Trust Aet, 1947

MeMBRERS OF THE TRUST

J. A, Betts, Esq. (Chairmzm) K. W. Cheetham, Esq.; H. H. Ewington, Esq.; 8. J. Gilman, Esq. ;
. P. Levien, }usq 5 J. O DL Maclkley, }wq

STR,— 29th April, 1949,
I have the honour to forward herewith the report of the Masterton Licensing
Trust for the period ended 3lst March, 1949. ;
J. A, Brrrs, Chairman.
The Hon. the Minister of Justice.

REPORT

CoNSTUTUTTON

Tar Trust is constituted under the Masterton Licensing Trust Aet, 1947, and the
members thereol were elected by popular vote at an electoral poll held on the 10th
December, 1947.

Prrion or First REPORT
As the first annual report of the Trust covered a period of only four months and
outlined the policy being formulated, an opportunity has now been afforded of reporting
on the work of the Trust for a full year and also reporting on the progress made in
implementing that policy.

Mrerings HerLp DuriNG THE YEAR

There were forty-seven meetings of the Trust held during the year and numerous
Committee meetings.
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TeMPORARY BOTTLE-STORES

Restoration of the sale of liquor was partly effected on Monday, the 24th May, 1948,
when two bottle-stores were opened, one at the north end of the town and one in the
south.

A good variety of stocks was available and excellent business was recorded from
the opening day in both stores.  As the volume of tmmover at peak periods hecame
undaly heavy at the two stores, and it was considered desirable to offer the convenience
and service of a more centrally situated selling-point when suitable premises became
available, a third hottle-store was opened on 20th December, 1948, in a central position
in the town. This store could have been opened a month e l!‘h(‘]; hut an objection was
filedd by thirty-nine residents under the provisions of section 34 of the Trust Act. The
nbj(*(,n(m was heard in the Magistrate’s Court, and was adjourned until January, 1950,
subject to conditions laid down and agreed to by both parties.

Verv favourable comment has frequently heen made both locally and by visitors
from other parts of New Ze ‘lléﬂ)(] on the modern lavout, brightness, and cleanliness of
the stores and on the variety of stocks and service of the .xtaﬂ.

PROPERTIES ACQUIRED

During the course of the yvear the following properties were acquired in accordance

with earlier decisions -

(@) Cosy Theatre Building. - -\ contract has been entered into for reinstatement
of earthquake damage, and conversion into a bar and lounge, and the work
has heen commeneed.

(h) Northern Approach Site.--Purchased with a view to the establishment of both
bar and accommodation faeilities for the public, plans and sp(‘riﬁofltionq
are belng prepared for the immediate erection of a two-story bar and lounge,
the desien and setting of which has been given local prominence and has
heen the subjeet of most favourahle comuient as representing an outstanding
advance in the planning of such amenities. Agreement has been reac he
with interested local bodies for development of the area in conformity with
the Tocal War Memorial and beautifying schemes, and preparation of the
site has gone forward 11: create a large park-like reereational area at the
entrance to the town. A sufficient arca is being reserved for the erection
of a main residential hotel.

(¢) Fwmpive Hotel.- -Plans are being prepared for the reinstatement of earthquake
damage and reconstruction, and for the complete modernizing of the
existing hotel building fer accommodation of the travelling public. In
addition, bullestore facilities, staff quarters, and additional guest accom-
modation is to be provided hy a two-story annex to he erected on the site
at the rear of this building, and for which plans have been commenced.  Bar
facilitios for guests are inciuded.

() Midland ---Negotiations have been completed for the acquisition of thix hotel,
aud 1t is intended that the Trust will take possession on Ist October pext.
1o is proposed to reinstate earthquake damage and modernize the existing
huilding at a later date, but in the meantime, with the pressing need for
accommodation, business will be conducted in the premises as at present.
Facilities for the sale of liquor to guests in these premises will he provided
when the Cosy projeet 1s opened. ’
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ProBLEMS OF DEVELOPMENT

(a) Building Permvts. - In Mav, 1948, full details of the Trust’s building proposals
were submitted by the architects to the Building Uuntmﬂw" together with estimates
of costs based on then-current price levels, and approval in p'm\“'[ le of the proposed
building projects was asked.  Provisional approval for the bar and lounge in the Coxy
Butlding and the Empire Hotel conversion and annex was given, o permit being Jater
issued for the Cosy Building work.  Approval of f} ¢ erection of the bar aad I)uww
auit on the ™ Northern Approach 7 site, however, was deferved, and although this matter
has been the subject of repeated ;sppii(':muns and deputations, i€ has not been possible
to obtain a definite decision.  In view of the fact that the ™ Northern Approach ™ plans
represented so great a development and has received the approval of the public, and
had heen favourabiv commented on by all Ministers of the Crown to whom they had heen
\‘ubmittvd, and in view of the known special elreumstances (paramount in which was
the Trust’s declared poliey of providing higher .\mnd weds) and in view of the relative size
of the works, the Trust coz lfl(lmwil\' expected that the Issue of an authority for this new
unit would be justified. However, the proposal in cach Instance has heen ™ deferred,”
and the Trust must record that inability to obtain cousent, or even a final refusal, has
been o major embarrassment to the Trust and bas held up, and is continuing to hold
up, the planning of dev(-inpment, and may seriously interfore with the existing plans
for the restoration of the full sale of lignor and (hwolopnmr‘f of additional hotel
accommodation. Apart from the Trust’s desire that the sale 11(]11 v in bars aid
lounges should Le unde-r counditions of comfort, service, and hvgiene fur higher than the
average standard, all the information available to them, including the expert advice
of the General Manager, shows that it is unlikely that the facilities available in the
reconstructed Cosy Building witl be sufficient to cope with half the expected normal
peak demand. The simultanecous opening of
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a minimun of two bars has been, and
remains, the considered policv of the Trust, and thev are greativ concerned at their
wability to obtain a final decision on this proposal to provide for minimum requirements.

(h) Tenants. ‘While the auditoriuin of the Cosyv Bailding had been vacant for
some vears, the front portion was cecuplied by three husiness tenants. The Trust wus
advised by its architects that in order to earry oub carthquake reinstatement and
conversion it would be necessary to (H\‘])HH,\‘( ss the tenants.  As no suitable alternative
premises were available, negotiations took place over many months in an endeavour
to solve this problem with the least possible disruption.

Of the ground-floor tenants, one has beeu provided with temporary premises crected
by the Trust, but this was not possible in the other case. and the husiness was of
necessity closed for an indefinite period.  Both these tenants will return to muproved
premises immediately the front portion of the nuilding & completed. The fist-floor
tenant was permanently dispossessed, as he required an area greater than ean he made
available. It was necessary, therefore, for the Trust to meet compensation claims where

tenants’ businesses were interrupted or discontinued.

(¢) Building-materials. -In planning their building policy the Trust has been con-
cerned to avold drawing from building supplies 1‘<'quirm’ for | housing.  For this reason
and to ensure that no delay occurred when contracts were let, the Trust has placed
orders for steel, cement, and timber from available sources overseas.  In some instances
steel orders were placed for imniediate shipment at prices then ruling in Farope, and
which have since fallen. The Trust balanced the then difficulties of supply and the
urgency of making progress against varying market reports, and decided that the factor
of certainty of supply was paramount. Much of the steel required Is to hand or on the
water ; orders for cement and timmber have been confirmed.
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Pusric MeeTING

A representative public wmeeting was held in the State Theatre on 18th Novenber,
1948, for the purpose of tendering a report to the electors. A full explanation of the
Trust’s policy and plans was given by Trust members and reference made to the problemns
that were being encountered. The meeting terminated with the passing of a unanimous
vote of confidence in the Trust, and a request to the Government to facilitate at the
carliest possible date the granting of the building permit for the * Northern Approach”
bar and lounge.

Proaress or PERMANENT DEVELOPMENT

A contract was let in mid-December for the conversion of the Cosy Theatre Building,
and work was commenced by the contractor early in February. After an inifial delay
in the first few weeks, progress has been steadily maintained and the estimated time for
completion s fifteen months. In the meantime, orders are being placed for equipment
and furnishing. Plans and specifications for the ©“ Northern Approach ™ bar and lounge
are being completed and the Trust will be in a position to call tenders {or this work
immediately a building permit is forthcoming. Major work was carried out in filling and
levelling of this site in preparation for building. The Trust has appointed a landscape
architect, and plans are in hand for laying out and heautifying the area. Final plans for
the Empire Hotel are being expedited by the Trust’s architects, and it is hoped to call
tenders for the work within the next few months. [t is intended that erection of the
annex to this building will be completed simultancously with the completion of the
existing huilding.

LEGISLATIVE AMENDMENT

In its policy the Trust aimed at separation of bar facilities from accommodation
hotels, and, while provision in the Trust Act permitted this as a temporary measure,
on the Trust’s recommendations the Statutes Amendment Act, 1948, has now amended
the Masterton Licensing Trust Act, 1947, and bas given permanent authority for the
separation of the units of the Trust.

Hivaxce

Acknowledgment is made of the generally helpful attitude and advice of the Minister
of Finance and of the officers of his Department. The Trust’s officers have faced an
almost impossible task in preparing reliable estimates of capital expenditure in face of
delays, uncertain costs, and other factors outside the Trust’s control. Tt has not been
possible to approach this problem either from the view of normal local-body finance
or of normal commercial practice. The Trust early formed the opinion and urged that
the Government should permit development to proceed on the finance of bank overdraft
until the stage was-reached when this temporary finance could be converted to longer-
term loans offered to the public or suitable lending institutions. This, however, was not
agreed fo, and negotiations are still proceeding.

As a result of steadily rising costs, the eventual total capital expenditure will be much
greater than would have been the case if the Trust had heen able to proceed unimpeded
with its plans. On the latest figures available, based on cost levels expected when
permits to do the work are made available, it is estimated that the minimum basic
development (which includes completion and equipping of Cosy and ° Northern
Approach ” bars and lounges, Empire and annex and Midland residential hotels) cannot
be less than £300,000. To complete the total development as at present proposed, and
which includes a modern residential hotel unit on the “ Northern Approach,” it is con-
sidered a total expenditure in the vicinity of £500,000 may be required. As already
indicated, plans for obtaining these capital sums are under discussion with the Minister
of Finance, as is required by section 37 of the Trust Act.
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MINISTERIAL AND DEPARTMENTAL INTERVIEWS

Throughout the year the Trust found it necessary to seek assistance and co-operation
of Cabinet Ministers and Departments regarding difficulties and problems of implementing
various aspects of its policy. Deputations from the Trust have waited on the Prime
Minister, Ministers of Finance, Justice, and Works, and numerous interviews have heen
held with Government departmental officers. At no time has the broad policy of the
Trust heen questioned.

TrapinG ResuLts ror THE YEAR

The annual accounts and Balance-sheet are appended, and show that the net trading
profit after providing for depreciation and for all expenses, but before providing for
taxes, amounts to £15,857,

Revenue from sales represents only ten months’ trading, as the bottlesstores did
not open for business until the end of May.

No comparigson can be made with the previous annual statement, as trading operations
had not commenced at the end of March, 1948. The expenses incurred in that period
have been written off in the current accounts as shown.

Full provision for taxes amounts to £10,032, and this amount, deducted from the
trading profit, leaves a final net profit of £5,825. The burden of taxation has proved
very heavy, and, dne to the fact that what would normally be a number of units of
business being concentrated in the one Trust holding, is inflated, and in the future will
tend to he at still higher levels. Over 121, 7d. from each £1 of profit is taken by taxation.
Over £10,000 which could be used for development will be withdrawn in the one year.
It is quite clear that at this stage payment of the tax must result in an additional
£10,000 of borrowings. The cure for this paradox appears to lic in some form of special
legislation. It is obvious that this and all other similar Trusts must in the long-run
pay for their capital development out of profits, and must in the initial stages borrow
substantial sums from one source or another. The heavy withdrawal of profits by
taxation therefore appears unecononiical. It is not anticipated that profits in the near
future will bhe greater. In many ways the year just completed was particularly
advantageous, including as it did very low capital costs and the most profitable class of
trade, in conjunction with a starved market and relatively low overhead. For some years
the Trust will have a good deal of non-profit-earning development, and then for a time
will have very heavy interest and depreciation charges. As the public bars and
accommodation units come into operation, these charges will be gradually overtaken
and reasonable profits should again be shown.

D1sTrIBUTION 0F PROFITS
The Trust has decided, in view of the heavy capital expenditure programme and
other commitments now in progress, that no amount will be distributed from profits
this vear.
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MASTERTON LICENSING TRUS

TrADING AND ProFir aAND Loss AccouNT FOR THE YEAR ENDED 3181 MarcH, 1949

%
Nales .. .. .. .. .. .. .. .. Lo TTUTH0
Deduct cost of goods sold L. .. .. .. .. .. .. .. 48,859
Leaving gross prolit of .. .. .. .. .. .. .. 28,901
Add peemit fees received L. .. .. .. .. .. .. .. j
28,907
Dedriet - £
Balance of expenses jncarred e previous period carried forward, 31st March, 1948 705
Bottle and bulk store expenses — £
Wages .. .. .. .. .. .. Lo 2,702
Rents .. - .. .. .. .. .. 517
Wrapping .. .. .. .. .. .. . 380
Freight and cartage . .. . . .. 602
Fire, loss of profits, and other insurances .. .. 205
General trade expenses, including leence fees, power, and ]zmmh-y .. 103
Depreciation on equipment .. 63
Proportion of cost of temporary aiter ations to leased p1 emiscs written off 1 W38
— 6,290
Administration and management expenses— £
Salaries . .. .. .. .. .. 1,822
Prust members” honoraria .. .. .. .. . 1,050
Rent, rates, and insurances .. .. .. .. .. 466
Postages and telephones .- .. .. .. .. 98
Stationery .. . . . .. .. .. 308
Advertising .. .. . .. .. .. 57
Members® trav ellmmallowan( o5 .. .. .. .. .. 137
Legal expenses .. . .. .. .. .. 92
Internal Affairs Department @ Election expenses .. 360
General administration expenses, including power, cleaning, staff tray clhn'f-
expenses, and audit fees .. . .. .. .. 401
Depreciation on office equipment .. .. .. .. 21
——— 4,812
Financial expenses : Interest on overdraft and advances . . . 387
Non-recurring expenses :  Valuation fees, structural engineers, <uul ngjwl fees (md
stamp duty on properties purchased .. .. .. .. .. 856
Unauathorized expenditure .. .. .. . ..
Total expenses deducted .. .. .. .. .. .. o 13,000
Leaving net trading profit before providing for taxes .. .. . o 15,857
Deduct—
Provision for income-tax and social sccurity charges .. .. .. .. 10,032
Leaving net profit after providing for taxes carried forward to next year .. L ),hAJ

(N. B.—Shillings and pence omitted)
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