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tlîat thc value of the intercst covercd shill, in sucli casce
bc estimiatcd at that surit Thc uîndcrtaking is to pay th
amouint of actual loss or damagc, within tic swii of thc is
surance ; hcencc, thc minimnum of /oss witlîin the aniotnt o
the poiicy is the maximumn of /iabii/y to thc undcrwriter.

Jahle fundamental gencral principles of insurance, as dis
tinguishced from garnbling or wagcring, is tlîat it is a con
tract soicly of indeminity, and cannot bc nmade a niatter o
gain by oîie party at tic expense of another.

Alauzet, a distinguishced Frcnch insurance writcr, thu
ilîtistrates tiis principle. He says : ' A gencral priaicipli
wliich controis ail matters of insurance is, that the contrac
cin never bc made a source of gain to the insured ; for ' am
insurancc is only a nicans of indcmnity. Tfli oniy objc
that the contract crui have is to assurc hinm an cquivalcnl
for the sxîbjects at risk, shoîild they happcn to perisli oî
suiter damige."

'aOne cannot insurc that on which hie runs no risk of ioss.
Insurance ought never to bc a source of profit to tic insured,
Thiis princill sbouid bc nîaintained with the utniost strict-
riess.,,

Thus it is cvidcnt that wiiilc the doctrine of indemnity
under the fire insurance contract, teaches tlîat altligli tlîc
insured is debarred from makinig clainis upon lus insurers
for sums in exccss of hîs iosscs, ho must, ncvcrthceless, be
accordcd, in ail cases, the fuIl amount of such loss, witlir
the sum of his insurances, and ixo manipulation of the poli-
dies in the adjustmeîît will bc permittcd thuat will fail ta
accord hinm full inderanity.

CAliCELLÂTION 0F THE PIRE ]POLiOy
AIPTER PÂYMIENT 0F 1X.0.

An insurcd under a yearly policy wvas totally burîîed out
chîring the first half ycar, and now asks us to explain how it
is that hie is flot entitied to the return prcniium on the un-
cxpired haif-ycar yet reniaining. He labors undcr the im-
pression tlîat in addition to the amnoutit paid lîim for lus loss,
the company shiotîld have rc-paid tîe six nmonthis' uticarned
prcmium aiso.

In aixswerin-, tie query we go back sonie time in tic lais-
tory of tinderwvrit-ng ta the day whcn the right of cancellation
was licid to stîbsist in tie insurer alone, provided only thiat
hie could obtain the consent thereto of his insurcd ; wliile
the insurcd had no right to, demnand a cancellation against
the will of bis insurer. Thiis was in accordance wvitlu tie
times, for the riglht to cainccl a policy at the option of cither
party thcrcto, cannet, from the nature of things, be re-
cognizcd in Marine instirance, froni the fact that an insurer
miglît bc tcmpted to exercise this option to the hcavy de.
triment of the insured, at timces whcen Uic latter coi.;d not,
as in terrestrial insurance, ohtain insurance clelere to fil!
tie void, except perhaps, at a hicavy advance in rate in
consequence of failure to, be able to give any information as
to the condition of thc vcssci at that particular juncture;
whlilc the iir .trcd, on bis part, miiglît choosc to cancci bis
insurance in fair wcathcr, and carry it only in foui. But in
fire insurance on ]and the status of the property at risk be-
ing known at ail times, the option of caxuccilation, upon due
notice by cither party :,j now universally recognized and
provided for in the policy. The canceilation clause, as it is

s, tcrnicd, gives ta cither party the righit to cancel, any exisling
c iinstiratnce at lis optiou at anytime; nor does tue occurrcnicc

i-of a fire, whiercby the loss of propcrty faîls within tue
f ainount of the insurance, affect this right of option, for tlîc

riglit of cancellation romains opcrative dîiring the currciîcy
of the policy, juust so long as there remains -Any portion
of the insurance uncxiîaustcd.

'f Ilence, if under an insurance of $iooo, a loss oi 85oo
occur and is paid, thiere ivii! stili remain 85oo of lnex-

s haustcd insuraîîcc, subject to cancellation at the option of
e cither part>', wlîcther tue uncxpircd time of the polie>' bc
t onue montlî or more, prccisciy as if th-.rc had been no los5,

)or as if this had been the suni of the original insurance. if
t the canceilation is at tlîe option of the insurer, it is esti-
tmatcd at pro rata rate ; if by the insurcd the estimate will
rbe at short rate for tie terni cxpircd.

Had the loss been total as to the insurance, that is
Sîooo, thc sui of the policy, there would remain no unex-
haustedi insurance, hence tlîcrc would bce nothing to cancel,
even had the unexpired lime been one hiaif or even more of
the termi for which the poiicy ivas writtcn, the insurer hav-
ing by payment of the ioss not oniy earncd his çuid po

* uo, 'the premnium, but hias fulfilled liis contract and can-
cciled the policy as wcll. Any other view of the subject

*would bi. but a re-dàctio ab absurdtim. Thus,h-'d the policy
been for tvelve months* premium, $12, an,.i the fire occurs
during the flrst nionth, nxaking the earned premiura Si, for
the cxpired t;me, and the loss total, can any sarue mari sup-
posc:that thc Company must flot on.'Y pay the face of tic
poiicy, and then be hiable to repay the Si ipremium for thue
unexpired time in addition ? VYet there are just such insane
people in the worid.

Eitlher party to an instirance contract can cancel it tîpon
due notice, at any tinie, before or aftcr a loss tiercunder,
providcd oniy tlîat there remain any uniexhausied insuraîîcc
to cincel. It is the ainount of existing insurance at thie
tîme of cancellation that regulates the amount of retumn
prcmium, either at pro rata or short rates, as the case nay
lic. But, as we b'ave already said, xvhen a company pay-s
the full amounit of the poiicy for a loss thercunder, this uses
up tlîe insurance and nothing romains upon which to esti.
mate return preniunx. 'l'le company lias carried and p:-*,
so nitich insurance, foi so much premitin, and the insured
catn have no firtlîcr claim tînon it.

If, in the case of partial loss, the instîred desires to have
the policy re-&irbtated wo its original amount, and thie coin-
pany s0 agree, it will bce consummated either by cancelling
the poiicy and writing a new one from that date, or by an
endorsemient on the original poiicy stating the reduction on
account of paymcnt of loss, and the anîounit needful to rm
store the original sum, with the premiumn pro-rata for the
uncx ,ired termi tlîat yet romains.

Oni the Continent of Europe it is customary to cancel aIl
policies, without payment of retuirn premiuxs ; where lasses
excead flfty per cent. of the insurance, their policies contain
a stipulation to this effect Without such a clause a can-
celiation of any amotint of existing instîrance after a loss,
cannot bc forccd upon the insurcd without the payment of
the requisite amount of unearned premium ; though in case
of undesirable risks, adjusters; on this side of the big waters
not unfreque-tly take occasion to cancel ivithout saying iny-
thing about ta. unearned prernium.

MORAL: It is the aunt of existing insurance fiat re-
plates the amount of returu prcmium. If there bc no
insurance there can be no returu premnium, unexpired tinie
plays no part in the transaction without some existing in-
surance to figure on.

juix, 1886.


