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4. To Mr. Blair.] The matter had not been threshed out at that time. Nobody seemed to
~understand it. I was never consulted as third arbitrator in subsequent cases. Third arbi-
trators are never reappointed liere. By some means or another the trend of the third arbi-
trator’s mind seems to become known, and as the result of that one party or the other would
object. Though 1 have not acted as an arbitrator for either side in any subsequent cases I have
Leen called as a wituess in some. v these cases the Council always demanded a rent which
the tenant thought was exorbitant, while the teuant always expressed a willingness to pay an
amount which the Council could not aceept. There was so much difference between them 1o begiu
with that arbitration was unavoidable. v all recent cuses the Corporation has asked that the
rent should be assessed us a percentage of freehold value, and the tenant has always veplied
that tlxe,\* were not dealing with freehold vulue—that there was no relation between the two things.

To the Chairman.] That was before the decision of the Court of Appeal, I think. As
to the correct basis upon which to work in arriving at a fair rvental, undoubtedly there must be
some relation between the vental and what the lund will produce.  We ave obliged to look at
the qULNtIUIl upon the hypothesis that the land is vacant, and that we are to have t]m opportunity
of putting it to some use. The only usc we can make of ity land isx to put upon it some building
which would produce a revenue, and the only w ay we have of estimating the revenue is by ]dtm«r
the property. We know then pretty uloscll\' what we can get for racant premises. T hat bunﬂ
s0, we must find out the cost of the building, all the incidental expenses, including fire insurance,
carthquake insurance, upkeep, depreciation, and so forth, and we know, subject to vacancies,
what the building will return us. It will show what reasonable rent we ought to pay. It is
~quite immaterial whether we vecupy o pavt or the whole of the building ourselves, or whether
we let it to somebody else; the wethod of estimating is preeisely the sanw.

6. Lo the Chairman. | There is no actual standald building on which to estimate the cost
the tenant must ineur and upon which his revenue is to be mlcul(ntcd but the question often
turns upon the wse of lifts. It is understood, T think, that it does not pay to put up more than
a three-storied building without using cleetrie lifts. If a wman goes to the expense of electric
Jifts hie feels he should put on a story or two more to warrant the expense of the lift.  The choiee,
I understand, usually lies between three stories or five to seven. 1 think the Council is centitled
to assume thal you must put up the most productive building on the land, and enc suitable to
that particular locality. In my frechold caleulations 1 have always taken D per cont. as the
hawis of interest on capital expenditure,

_ 7. Lo Mr. Thomas. ] | have never heen able to work out what allowanee off the freehold vilue
should be made to harmonize with the leaseholder’s interest.

8. To the Chairman.] 1f a tenant is subject to a uew valuation cvery fourteeu years he will
not care to risk putting up a good building, as he might be pushed into the position of losing
the whole or part of it.. His building is in jeopardy from the day it is finished. It is practically
not his building at all; it belongs to the Corporation.

9, To Mr, Blaer, ] I made carctul ealeulations of what these properties produced, and conm-
piled the statement which T now put in. [Statement put in.] This was cowpiled in connection
with the last arbitration case, 1 think. As the figures show, the Union Company only reaps a
profit on outlay of 07 per ceut., but they are to sowe extent to blame for that, as they have
rather wasted thelr money in marble staireases and things of that sort. The average profit on
outlay would be about 4 per cent. These figures were put in in answer to a suggestion that
there should be another malerial increase in rent. It is true Messrs. Hall and Knight were
getting a percentage of 79, but theirs is the most cheaply constructed building of the lot. It
has a great deal of accommodation at very little cost, but the building will not last.  There was
no suggestion-made before the arbitration as to the incorvectness of my figures. . When the award
was made there were some slight inereases in the rentals. George and Kersley’s was reduced ;
one was-kept the same, and all the others slightly increased. As will be seen by vefercuce to
the foot of the table, no deductions. awre made for obsoleseence, agents’ charges for colleeting rents,
cost of arbitration proceedings, and several items which ought to be charged. Obsolescence, for
instance, is a serious item, The street opposite the Post-office is gradually becoming a shop
street, and all the buildings there which have not already been altered will have to be altered
soon. IFrom seventy to seventy-five years is generally regarded as the life of a briek or stone
building. At the end of that time it is best pulled down to make way for something else. It
the conditions of the lease were improved it would certainly have an efiect on the vent which
the city would obtain. Improvement in thé conditions of the lease must in my opinion take
vne of two formws: either a remewable lease for some more reasonable term, with compensation
for improvements, or else a sufficiently long term to enable the tenant to write down the vulue
of his building uuntil the residual value is negligible.

10, To the Chatrimen.] T think myself the building that goes on the land should be subject
to the approval of the Corporation, seeing that they may become the propriectors of it. I quite
cagree that the tenant should not have the right to throw up his lease at the end of fourteen or
twenty-one years, and leave on the hands of the Corporation a building which Las become unsuit-
able to the neighbourhood. "The test of public auetion should, I think, be applied. If T as
tenant am dissatisfied with my rent it seems fo me that in order to have the chance of recouping
wy outlay I should have the test of public auction, subject to the condition that the purchaser
should pay to the tenant the value of the improvements. At any rate, 1 should not like the term
to be as short as twenty-one years unless the tenaut is going to be offered some compensation. |
should not feel justified in putting up a building of any great value on the land if T were to be
sibject to evietion without any compensation at all.  With o short term wy effort would be to
get off with the cheapest building possible. Of course, if the rent is reasonable the tenant will
want to continue for another twenty-one years. If the tenant considers the rent too high, and
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