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Thank you Mr Canning. I'd like to ask questions on your second revised
report that was filed recently, so that’s the, has it been given the substitute
document number 114? The main report, anyway, rather than the summary. |
wonder also, Mr Ferguson, if you could have Mr Hutton and Dr Neumann’s
report close by cause I'd like to refer Mr

Canning to a number of areas in that report. Mr Canning, in respect of page 6
of your report, in the middle of that, you pointed out that the area of Te Whaiti
numbers 1 and 2 was not quite exact on the estimate that was placed before
the Court, but you've also confirmed that the Court minutes were drafted to
take any account of differences which might occur when the area of the block
was finally determined. So, I'm just making the point there that the Court itself
and the people were aware that once you had a proper survey there would be
some variations in the sizes of those two blocks — is that correct?

Not uncommon in minutes | have read for that to be done and in this
particular case, | think the variation was about 2000 acres.

Yes, thank you. In terms of the complex tables 1 and 2 on page 7, you've
reconstructed the volumes of timber using modern computer methods and
aerial photographs, and various other material including the 1950s volumetric
measurements. Now, none of those things were available to the valuers at the
time, were they? They had to make an estimate by walking the block and
estimating the volume, is that ...?

Not exactly. They should have put in a, just the same as we did with aerial
photography, later, should have been put in sample plots and measured
them, and if you put in enough sample plots, as you probably realise, you
should increase your accuracy.

Yes, now ...

There’s no record that he put in any.
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Canning

No. There aren’t any notes associated with Pollock’s report, | take it, to show
how he worked out his calculations?

There is a table referred to in that summary, appears in the main copy and ...
Yes

... the breakdown of his work is on map 2, which — can we put that map 2 up?
Yes. And map 2 which is appendix 167

He subdivides that as you'll notice into various groupings and that’s the best
I've found of his work.

Right. Now, | think you've indicated in your report that at least for the 12,000
acres, he seems to, where he puts the [price] of £2 10 shillings, he seems to
have got the volume analysis correct.

Somewhere near it. Our figures show 60,000 board feet per acre, and his
showed up to 50,000 board feet per acre.

Yes, right. So at least that area, he’s probably done the appropriate
calculations?

Yes, but he did not apply a correct value to it in my opinion.

Sorry to be difficult. Could we ask the witness just to speak up, we are just
missing a little of this evidence.

Mr Canning, would you mind just repeating your last answer please.

Mr Pollock, as the questioner suggested, got approximately the right area but
he got the wrong price.

[discussion of house-keeping matters]

Kerr

Canning

Mr Canning, on page 8 of your report, at paragraph 2.1.4, you've referred to
gazetted timber values as set out in the New Zealand Gazette 1918, and you
say they represent a fair value at the mid-point of the sale. Can | just clarify
with you that the regulations that amendment refers to, are regulations under
the Mining Act, and they specify, for certain areas, that timber will be valued
at, on the amounts you've indicated, is that correct? Is it clear from those
mining regulations that those royalties were for only certain specified areas,
mining areas, and for example, on the west coast of the South Island? My
understanding is that they are specific timber values applied to mining lands
rather than State forest land, for example?

You are probably correct in your assumption but it was used as an available
price.



Wai 894. # 4.10 (a)

Kerr

Canning

Kerr

Canning

Kerr

Canning
Kerr
Canning

Kerr

Canning
Kerr
Canning

Kerr

Page 24
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Yes. But if you go back to 1915, this amendment actually amends the price
that was orginally specified in 1915, which | think was 1 shilling for timber and
sixpence for rimu, so there are some variations there, at 1915, when Pollock
was making his estimates, that was another price that was used.

Pollock, in actual fact, used a figure of, he didn’t use this figure, but it
calculates at 2.7 pence per 100 board. We rounded that to three, threepence
per 100 board.

That was a calculation where there are a lot of variables including an estimate
of how much a tramway would cost and what sort of deductions he made, so
what I'm putting to you is that, it was important to get some idea of the types
of royalties that were paid in the area.

Well generally speaking, it was my view that Morrison and Lardelli, their
figures for that period, or reported figures for that period, generally supported
the Minister of Mines’ figures. He was, of course the Minister of Mines was
trying to encourage mining, and they would have been a fairly cheap, he
wouldn’t have overcharged or overstepped that mark, | don’t think of, because
if they made it too steep people would, the miners could obtain the timber.

Wasn’t the Minister of Mining trying to discourage the use of valuable timber
in mining so he actually set it at a high figure?

Not at that time, | don’t think. That’s in 19187
Yes.
| have no indication.

Well, for example, sixpence was charged for less valuable timbers for use in
mining so that would indicate that they were seeking to discourage the use of
valuable timbers in mining.

That’s one way of looking at it.
If I can refer Mr Canning to Mr Hutton’s report at page 187.
| have the page.

Thank you. This is another estimate of royalties that was provided to the
Government in 1912. Wharepapa Whatanui wrote to the Native Minister and
said that he had a Pakeha interested in buying timber trees and he gives
some alternative, some rates here, as totara is set at one shilling sixpence,
rimu one shilling, and other timbers sixpence, so I’'m just putting to

you that there was some variation in the royalties that might have been
offered for these trees at this time, quite considerable variation. That’s half the
price suggested for the haul.
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We don’t know from this, of course, what the man, the Pakeha was, who he
was or what he was. | haven’t seen [him?], and actually for that period. They
get down to about sixpence around the turn of the century, | recall.

If | could take you also to page 341 of Dr Neumann and Mr Hutton’s report.
Now on that page we have a 1932 figure for the costs of extraction of timber
by the Wilson Timber Mills in Te Whaiti. They've said the costs of felling,
extracting, milling, and hauling amounted to no less than 11 shillings per
hundred feet, exclusive the royalties. So that’s excluding the royalty, while the
average selling price for timber other than kahikatea, was between 12
shillings and 13 shillings per hundred feet. So when you fix a price when
you’re purchasing a block of land, you need to take into account various
costs, not just the costs of the tramway but costs such as extraction of that
timber, and we can see there that those costs were very high at certain
periods. Do you agree with that, when we’re valuing timber?

There is bound to be some variation because of the availability of the timber
and its location.

Yes. When you've set out your valuations of the timber on this land though,
you’ve only set out the land value and the royalty values, you haven'’t
acknowledged that in a valuation of land there would be deduction for the
costs of extraction of those trees, have you, in your analysis?

No, | haven't looked at, anywhere, in the costs of extraction, that is, the cost
on the tree, the stumpage.

Yes

That stumpage may vary, as | said before, due to the location and that sort of
thing.

Yes
But the extraction costs go in after that, don’t they, in a normal sale?

Yes, they — well, they're part of it, but in a royalty system, when the person
who'’s purchased the tree, assuming the land owner was Maori, they would
simply pay for the timber that was extracted. They wouldn’t pay for every
piece of timber on that property. One of the issues during this period was that
valuable podocarps such as totara were extracted in such a way that other
trees were destroyed and some of the Maori land owners received actually
very small royalties considering the destruction that occurred to the timber on
a piece of land, so I'm saying, those are issues that you have to consider as
well, when valuing.

I’'m not quite sure | follow that one.
Okay, I'll take it through.

I’'m sorry.
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Yeah, that's no problem. What I'm saying is, is there a difference between
getting paid a lump sum for land and trees, and being paid for the land plus
the royalties? Valuations for purchasing land with trees on them would make
deductions for all sorts of issues such as the costs of extraction

and you've alerted us to one deduction that was made and that was in
respect of the tramline that would have to be constructed to remove the
timber.

Yes

Another deduction that might have been made is the interest on the
investment made over the period of the extraction which might have been 10
years, in this case, it might have been 30 years. So in terms of the investment
that you make by purchasing the land. And then there might be a deduction
made for risks, the risk that you may not be able to extract the timber, so all of
those sorts of deductions go into a valuation of land, and those types of
evaluations are not incorporated in the assessment you've done by saying
what was the value of the land and what was the potential top royalty you
could have obtained out of trees on that land.

Have you looked at the tables? You cannot see any deduction for it? Any
addition for road — not for road — any addition for land value? Isn’t the land
value shown on those tables?

Yes, you show an estimated land value and | think you suggest eight shillings
as a land value in one case and five shillings in another.

Yes, that’s ...

That's what I'm saying. You’re putting down a land value and then you’re
putting down a royalty figure, but when you value land with timber on for sale,
there’s all sorts of deductions you make from that, including risks to the
purchaser, the issue of whether they are going to have to spend a lot on
removing that timber. So my point is that there are two different exercises
going on here, and the figures you’ve come up with are not a valuation figure
that you would do for purchasing a piece of land with trees on it.

In this particular case, the royalty was, the money paid for, or suggested be
paid for the — start again. In this particular case, we made no allowances, we
took the gazetted value assuming, rightly or wrongly because we have no
idea what the costs may have been for extraction and that sort of thing if, had
we been living at that time. So | accepted those figures there for royalty
payable and | juggled Mr Pollock’s land values according to the topography
that he set out on that map 2 there.

Yes, now that’'s a very interesting exercise — perhaps we can go to those
tables now. | think appendix 22, this is the representation of the national
forest survey, forest type for Te Whaiti number 1 and number 2 blocks.

5
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This map?
Yes, this one. Appendix 22.
Yes, | have it.

Thank you. Now, | think at paragraph 3.3.13 of your report, you say that some
25 years after milling had commenced on the block, so it was apparent that
large areas of forest that had existed at the time of sale had been destroyed,
and a search was made to provide data to reconstruct these areas. I'm
wondering if you can show me on appendix 22 or map 3, what figures show
the areas that were cut over?

You'll find the YP — XP, I'm sorry.

There’s a YP figure.

| can see YP there.
Yes

Yes, that’s right — YP.

You haven't provided in the report a calculation for the volume of that timber
that had been extracted. Is that possible to do that from the map you set out
there?

It would be difficult.
It would be difficult. Not even if you use tables 6 and 77?

Had you asked me this question ten years ago, before the Forest Service fell
to pieces, | would have been able to find it for you. It would be difficult to find
now because I’'m uncertain where the records are. Remember that the Forest
Service, one of their responsibilities was in regard to Maori timber, Maori-
owned timber, they were to supervise the sale of it. You may have a lot of
timber and I’'m a miller and | make you a sale and the Court approves it. The
Forest Service then had the responsibility of acting for the Court and
assuming and measuring up that sale of timber. | don’t know where those
records are. Presumably in National Archives, but I've got a feeling some
have been thrown out.

Okay. Well, I wonder, | think it would be hard to do here, but | wonder if you
can explain to me, perhaps in writing, through Mr Ferguson, what your scale
is here, what these different letters represent. I’'m presuming in some cases
they’re representing the types of timber but I'd like to know whether you can
tell on this map where timber had actually been extracted. In one case, you
say YP indicates that just the podocarps had been extracted. Also shown on
that, a whole lot of cleared land on that, and | wonder whether that correlates
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with the area that was already cleared back in 1915, or whether that’s a clear-
felling programme. Can you tell, distinguish, between the two, on this map?

The map generally shows the boundaries were unchanged, with a few
exceptions. The YP doesn'’t really change the boundary between the cleared
land and the forest. It means that the podocarps have been extracted and the
tawa, by and large, left standing. In other areas, the scrub has taken over the
clear-felled area in the 25 years and that is shown as scrub on here. There
was not very much advancement in the boundaries between the cleared land
eroding into the forest. It either went to scrub or went to a YP classification
where the podocarps had been extracted.

So YP means, so that’s the area where the Crown then went on and milled
land?

Yes
So that’s the area where milling has occurred in the next 25 years?

That’s right. There wasn’t of course only that land, it was up in the Te Whaiti
residue, which is north of the State highway. The first clear-felling occurred in
that area. Because that was the Maori land and as soon as they were
released from the, shall we say, the shackles of sale, they set up in business
there to sell timber.

What I’'m trying to get to, is, this shows the situation at 1950 does it, or it's a
reconstruction of the earlier period?

Almost certainly it is 1945 to 1950, 1946 to 50 period.

What I'm trying to understand since you’'ve estimated the royalties, is whether
the Crown actually had the benefit of that timber over a 25 year period, and is
the YP designation an indication of where the Crown did actually extract
timber, and presumably, sell it?

| can’t tell you exactly when they started the sales, | haven’t been able to turn
that up, but the Maoris definitely sold in the, by 1927, | think it was. When |
say ‘sold’, they sold timber from their residual blocks.

What I'm interested in is whether the Crown sold as well, and how much the
Crown sold in that 25 year period?

In that 25 year period, | can’t say with any certainty but the majority of the
sales by the Crown occurred, the vast majority, occurred after the war.

Yes, There was quite limited cut before the war, wasn’t there?

There were little mills chugging away on rather large logs, yes.
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So it was some 30 years later that the Crown actually was able to make use
of the resource on this land in large part.

That's correct but it was probably about 30 years later before it was
developed on a large scale.

So through that period, the Crown didn’t earn any particular money off,
through to the period when it started to fell the timber, it didn’t earn any
money off the land?

| think it could be said that they wasted it. | say that because this was a
mature forest and the trees were dying, and it takes a long time to grow a 5 or
600 year old tree, so it’s alright to say this is self-sustaining, but not in our life
time.

In paragraph 4.1.6 of your report, which is page 24, you've discussed the fact
— no, it's actually earlier on that page — you've discussed the fact that the
Crown had the purchased land from Ballan in about 1911, | think.

Yes

Could it be said that the Crown didn’t consider it their need to purchase or pay
a premium for access to other parts of the block because it had already done
that with its purchase of the Ballan land in 19117

The Crown at that stage had built a road to the end of the straights up here,
you come on to a long straight road and then you enter the Urewera hills as it
were. And that was fairly close to where the timber resources were. At the
other end, it was many miles away to the Te Whaiti timber resource. The
Pohokura timber was extracted by that Ballan route, very torturously. The
remaining timber went north to the Te Whaiti or Minginui mills.

Alright. So that was about 1923 there was the road that went through?
Umm?
Te Whaiti.

Yeah, yeah.

You've indicated at paragraph 4.1.10 that there was a revolution in land
transport and therefore we’ve got the road constructed there, but at that time
the land prices or the royalties themselves, were they likely to be increasing in
value given that it was wartime from 1914 to 1918, and in 1922 to 23, | think,
there was a serious economic recession?

| can help you out in some respects there — it’s not in my reports or anything,
but | have from the Forest Research Institute a graph of the consumer price
index for timber for the period 1914 to 1986, and if you wish, | can produce
that for you.



Wai 894. # 4.10 (a)

Kerr
Canning

Kerr

Yes, that would be helpful.
Thank you, it will take a few minutes.

Oh, even after the hearing would be fine, thank you. | think | will conclude
there. Thank you for your evidence Mr Canning.
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Mr Canning, David Ambler here.
They’re coming at you from behind, Mr Canning.

If you can just make sure the microphone is close to you. We met outside and
I’'m representing the Wai 36 claimants, who claim on behalf of Tuhoe, and |
just have a few short questions. Firstly, Ms Kerr, for the Crown, was
guestioning you about the royalty paid or what you believe should have been
the royalty payable, and the deduction of costs associated with extraction of
timber. Now, it’s a little bit confusing to follow, and | just want to clarify this,
when you talk about the royalty payable to the landowners, that's the nett
amount payable, isn't it?

That’s correct.

And the costs have already been deducted when that, in arriving at the royalty
payment, correct?

Yes

Well, when | say deducted, the person who was purchasing the timber or
purchasing the land has already made an allowance for those costs, correct?

That’s correct.
And that royalty is what we in modern terms refer to as stumpage?
That’s correct.

And once again, just to be absolutely clear, a stumpage payment is a
payment after costs have been deducted?

The costs, yes, you're right, the costs of development and anything else up to
a stage where the tree is standing there waiting to be felled.

Yes. So looking back at the royalty figures that you refer to, you don’t need to
deduct any further costs from it, do you?

As vendor, no.

No
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Second point is just the terminology, of board feet or superficial feet, or what
I’'ve also heard as super feet. Can you just clarify those terms for us?

Talking about the forest industry generally, had a mixture of terms. Superficial
feet is synonymous with board feet. A board foot is a piece of wood that is 12
inches square plus an inch thick. A super foot is the same thing. Then one
thing, another name that springs to mind, occurs in some papers, you'll find is
Haakon Dahl. | don’t know what the conversion for Haakon Dahl is, it’s long
left me, cause that was about 40 years ago, | think.

And the calculations that you refer to, where they assess the board feet, that’s
an assessment of the merchantable timber that can be extracted from those
trees?

That’s correct. If you look at the three appendices, | think it's 20, 21, oh 19,
20, and 21, would show the tables that the forest research scientists actually
used to calculate that. They calculated it in merchantable timber.

Yes. Now, I've found those appendices very helpful, unfortunately we hadn’t
previously received a copy of the appendices but those three reports for sub-
areas 1, 2, and 4. Do they, did they have attached to them, maps defining the
internal areas within that sub-area?

Yes, that's appendix ... Bear with me for one moment please. Appendix 22.
You'll find it’s a miles and inch map of the area in question. I'm sorry, 21.

21. | just want to check that | have that here. Yes, so that’s the original map
that accompanied those reports?

That’s correct. They also produce, although | haven’t been able to find one
since | started this paper, a 20 chain to an inch, which was much easier to
follow but having computer-enhanced this, it's come out fairly reasonably,
fairly legibly, rather.

They wouldn’t be surveyed areas though, would they?

Oh no, no. But the map is a controlled scale. These were scales, or controlled
by mechanical means. In other words, they cut slotted templates which slid in
and out to give correct scale at any point on the photograph. It's a little
complex for me to give you the answer in five seconds for that one.

This series of survey that was done by the Forest Research Institute in the
early 50s, | assume that was the first and only time they've conducted that
survey, to your knowledge?

To my knowledge, that’s correct.

And prior to the advent of aerial photographs, where a forester was
attempting to get an accurate idea of timber, they would still do some sort of
plotting within the area?

10
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Yes they would define the area by the compass survey, having defined the
area — something like that, fully closed it — they then put grids across it and at
regular intervals they put in a sample plot whereby they measured all the
merchantable trees in that plot, by species, by volume.

Now, | understand from your comments just before we started that you have
found that CPI index and that’s going to be made available. My final question
is just that having looked at these reports prepared for the Forest Research
Institute, they say on the second page, there’s a stamp on it which says
‘strictly confidential, for departmental use only, no disclosure to public
permitted’. Do you know when access was available to those documents?

No | don’t, but I've been aware for a long time that those documents were
originally embargoed but as time goes on they're of less use because the
timber which they record has been cut down of course. And they were
certainly available to the public in the 1980s, which is when | obtained those.

So by the 1980s the embargo was lifted?

Yes, | don’t think that they formally lifted it by publishing that the embargo was
lifted but everybody seemed to have them available then and there were lots
of jobs done for the Maori Land Court or Maori owners from, using that as an
assessment.

And what | understand is that it assesses not only Crown land but also Maori
land, general land?

That’s correct, there’s a table in there if you look, it'll show you the distribution
by tenures.

Thank you, that’s been very helpful, Mr Canning.

Annette Sykes cross-examines James Canning
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Mr Canning, my question follows over on from one by my friend for the
Crown, Miss Kerr, and I'd like to take you if | might, to your very helpful graph
at the back of your summary, where you go Ngati Whare, Te Whaiti blocks,
and you’ve got timber and land valuations in the graph.

Yes

And | just want to be very clear in my mind, a couple of things about the
valuation model you used for non-sellers. Did you look at a model evaluation,
for instance, that saw the trees as more than a commercial value, as
something of quite an intrinsic spiritual value, that had a value beyond mere
commercial terms in assessing your valuation model for non-sellers?

No | did not do that. | studiously tried to avoid that because | didn’t have
sufficient knowledge of what Maoris may or may not deem as special value,

11
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although I've always been aware of it, | didn’t let it enter into these
calculations because in my mind | would have been making a guess.

Would you think it would add a premium to the model that you’ve developed?

I’'m uncertain about that, it certainly, you know, Joe Bloggs running an old
sawmill — wouldn’t have worried him in the least. But | think today you may
have a different view on it.

Just your, the diagram’s very helpful because it seems like non-sellers, even
though they’re reluctant to sell, they are actually the most prejudiced because
they pay for everything. They pay for the deduction of a tramline that never
happened, they then paid for costs of surveys that they never wanted, and
they then end up being cut short. Would that be a fair summary of that
diagram?

Yes

Now one last question. My friend Miss Kerr, she talked about, | think it was
the WP graph, but | don’t want to go there. There was the cost of extraction
for timber like matai and rata but then there were also damage done to other
smaller growths, vegetation and trees that may be used for other purposes.
Were those matters taken into account and the valuation foregone and the
value foregone by people in those particular blocks?

Would you mind saying that again, I'm sorry.

That's okay. My friend, it's a question that follows from Miss Kerr. She talked
about the costs of extraction, and she talked about how your valuation model
was developed to take into account the costs for the larger — | can’t remember
the particular tree but | think it was totara, for example. | wasn’t clear in your
response to her whether or not in your valuation model you also took into
account the costs of damage to other vegetation that may have been affected
by the extraction of that higher value species?

We're talking about the era of 1930 to 1950, aren’t we?
Yes
Let’'s make that clear. The answer to your question is no.

If you had to take that into account, is that a possible calculation that would
be able to be done?

| don’t know.

Thank you, | have no further questions.

Kathy Ertel cross-examines James Canning
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Thank you. Mr Canning, | act for, amongst other people, the Tuawhenua
owners, who own a lot of land between here and Ruatahuna and up the
valley. And after reading your report, it became, well, after reading your
report, | concluded that you thought that the density of timber in the Te Whaiti
blocks had been significantly underestimated by the valuer, is that ...?

That observation’s really in my report. Put the money to that and you get the
answer.

Yes. Thank you.
I’'m not being facetious, I'm sorry.

No, it's the way that lawyers have to ask questions. It's quite silly. At
paragraph 16 of your summary, you note that the podocarp forest at Te
Whaiti was unique.

Yes

Would you accept that the podocarp forest in the blocks adjacent to the Te
Whaiti blocks was of a similar nature and quality, for example, the
Tarapounamu block?

| don’t know.

Would you accept that it's likely that they are, as they're all part of the one
forest?

The Forest Service grouping of Whirinaki ... Te Whaiti area, Whirinaki,
Heruiwi, and down to Pohokura were similar types of the forest found here
and they’re all to the south and west. What actually was to the east of this
area, | don’t know, I've never worked in there.

Could I ask your counsel to hand you map 27 from map book part 3? This is a
map of forest type within the district inquiry.

Sorry, are you referring to the overall inquiry map book 3?

I am.

If you've got a spare copy of it, it would be greatly appreciated.
I have it now, yes.

| was just wondering, and if you are uncomfortable doing so, then that’s fine,
but | was just wondering if you look at Heruiwi, Te Whaiti, Tarapounamu, and
the Ruatahuna blocks, which are the blocks from the

lefthand side going through to the word Ruatahuna, that it appears to me that
the forest contained in those blocks is quite similar as in it's all sort of one
forest. Would you agree with that?

13



Wai 894. # 4.10 (a)

Canning

Ertel

Canning

Ertel

Canning

Ertel

J Savage

Ertel

J Savage

Ertel
J Savage
Ertel

J Savage

Canning

Ertel

Yes, except — sorry, I've just turned the microphone off — there are some very
high value ones, like those blue ones, the blue shading, general hardwoods,
or is that softwoods, softwoods are they? Those ones? Is that the blue? Yeah,
the softwoods don’t appear in the west of here.

And are the softwoods particularly valuable?

Softwoods are, general softwoods include rimu, matai. This is a confusing
map this, because the things I've called generally softwoods all my life,
appear in here as hardwoods.

I’'m sorry if the map is confusing. | guess what we can agree though, is that
there is, if we look at the key, rimu, matai hardwoods in all of those blocks
that I've listed.

Yes, the pink areas and the green areas predominate right throughout that
area.

Yes. So would it be reasonable to infer that if the density was underestimated
in the Te Whaiti blocks, that if you used the same methodology as Pollock
used on those other blocks to the east, that it is likely that that density would
also be underestimated?

You’re asking this withess to speculate from the fact that the same species
are there, that the same volumes are there?

I’'m asking him to draw a conclusion as to the forest type.

Okay we know the forest type, but you’re jumping from there to volumes,
aren’t you?

I’m now talking about density, yes.
Volume?
Yes

So the question is because it's the same type of tree, will you get the same
volume?

Not necessarily, sir. You’d have to do an exercise on it. | could say that the
national forest survey did extend into there and you could get somebody to
work that out for you.

All right. | don’t have any more questions but thank you very much for your
report and I'd like to request that we could get the appendices to it because
they might be helpful as well.
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