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The Hon. the Ministier or Fivasow, Wellingtos.
Wi have pleasere i subnutting the Balince-sheet and  Boevenne Accounts for the
year ended 3tst Marvch, 1940, togeiher with o vepert on dhe Peard’s administration
for the period, a.» u~r]u|r<*{ by subsection (1) of seclion 43 of the Bhte Advanees
Corporation Act, 1934--35.

PART L-—~GENERAL.

The year 1938 40 being the Centennial anniversary vear {or the Dominion
of New Zealand, 1t had been mtended that this I‘ci)m Sshould cuhody o full historical
review of the State Advances Corporation and its pr'()tu-"msm” but in view of the
difficulties arising from the nternational situation it has been decided to postpone
the publication of the full review wntil a later date.

The Corporation having completed 1ts st five years i operation. the Board
of Managenient proposes to report briefly on the proovess that b heen made durine
that period.

In terms of the Government's peliey as outhned o the Act under which
it was established in 1935, the Corporation vow s ml\‘(l manacement all the loan
accounts which previous ]y were adminstered by the State Advamees Departiment.
the Lands and Survey Department under the Bischarged Moldiers Seftlement Act,
and the stock and (lmtl s loans wnder the Ruial Intermediote Credit Act.

The total book value of assets taken over was approximately  £55.000.000.
fn terms of section 38 of the Act. the Corporation was required o issue 1o the
Treasury stock or debentures for an wgreed pmvmmun of the .uwf value, the bulanee

of the amount heing left m the Contingent Linbiiiy Account. Hioek alre H(E‘ i Lo
the Treasury in accordance with this seetion anonnts to £40,545.750, and the lr 'l ahce
now cutstanding m the Contingent !uulnln‘, ’sumnu, s the s of £9,821,6353 4d.

With o view to assessmg more acc/umt(]y she value of the assets tuken over, the !umm
of Management put in Im,nd a scheme for the mnp]r*’r(* survey of all the fnvestiments
taken over, with the intention that when this revaluation bad been completed
proposals should be submitted to the Government for the final adjustment of the
Corporation’s account with the Treasury. D the two yeuars invaediately following
the establishment of the Corporation the new business handled l)y the orgoniza tion
wis ona very much mereased seale, and then the Mortgagors and Les oS Rehabiii-
tation Act came into operation, with the result that the personnel of the field and
office stafl was fully engaged in dealing with some ten thowsaad applications for
reliof.  These two factors have had the offect of ret arding the survey of securitios,
and, whereas it was expected that the whole of this w(,rk would have heer completed
within five years, it is apparent under present war conditions that fnality connot
be reached for sonme time.

During the pertod from 1935 to the present date the effect of vetaining i
the Contingent Liability Account the balance ol neminal value of wssets faken over
by the Corporation has been reflected in the Revenue Accounts for the resson
that whilst the Corporation has been paying mnterest to the Treasury on stock issued
amounting to approxmiately £40.000,600 no direct pavment ax interest has heen made
on the Contingency Au()hnt, and the Corporation’s net prefit b been Dicreased
accordingly. The whole of the (9110 ration’s profits are al prescud peveble to the
Consolidated Fund, so 'u\u the final result is therefore not sdfected.

However, the Boerd is anxious 1o place the Hevenue Accounis an o basis
that will show move correctly the Corporation’s carning-capacity. sid. alibougd the
swrvey of securities has only been partially completed, it s mtended e an interinm
measure to arrange for the issue of additional ,»mglx to the Treasury for o portion
of the amount now included in the contingent liability, and this will be reflected
m the accounts for the year ended 3ist BMarch, 1641

sincee 1935 additional funds for the pur‘p\,m of neking advanees on nortgage
and for investment in local-body debentures fve been r;-iq/n‘ By the i of shock
and debentures, firstly at 3§ per cent. and sccondly at 31 per cont. inaddition
to new funds raised in this manner there are available the prineipal vepayments
under existing investments, which provide the s source of <upply.
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