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As m'Ti'Tfil insiinnict' Ijnikcis. wf repn'srnt tlic owrnTs of

tlu' i)n>p»'r(y in iiisiinincf iiuittcrs. Our position should not

1m' coiifusfd with thdt of the iiycnt rci)n'st'ntintr. imd iictinu

for. the insuring coinixiny. \\ .• iirc not hound hy the tiiritVs

of insurinj.' conipjinit's. nor wcchlcd to nny one st-t or cliiss

of coini^inifs or undcrwritt rs.

The ohlcst }ind most n'pucid)l(' insuntiicc coiiipiinii's in

the world jirc r('()r»'s('nt('<l in CiiniMhi. nnd. unch-r ordiiuiry

conditions, we iirc in fjivoiir of j.nvini.' » n-iisoriiihlc itrrfrrciicc

to CiiUHdian and local interests.

\Vc arc oi)posc(| to any I j.'islation wliich will cut off

competition.

The different points dealt v. ith are the result of conversa-

ti(»n and correspomlence with many husiness men throughout
Canada, atul hy summarizing' these arguments we endeav'iur

to show that ther{> is in e.xistence. at the preseiit time, a

natural preference in favour of the rey:istered companies.

The II(m. ^Ir. Fieldinj.' e.xpiessed (h»ubts as to the amount
of ta.x to l)e imposed, and was evidently open to c(mviction

on the point np to the time of the debate in the IIou.se of

r'' mmons cm the 17th ^Farch. lfM»!). when the .Minister of

Finance decided not to press the Rill throuirh the Senate
nntil the public had had time to make further representaticms.

It is to be hoped that an emphatic contradiction will be

forthcoming from the Canadian ^Manufacturers' As.s()ciation.

which was referred to in the House of Commons as havinjr

c(mie forward with the suu'frestion of a tax.

For Wiu.i.>«. Fabkr & Co.. Ltd.,

Raymond Wit.i.is.

Age n t.





Ottawa Insurance Lejj^islation.

ChiHsis 7<> oinl ]'-V,) «/ ini>i>nstil HI ir Arf ; fire

iiisiiriiiHi III ('iiiiniiiiili s nil. liiiiisiil ill CiiiiiuhK

'I'lif liill ;is n-tiiriicil fi'iiiii till- liiiiiUiiii: nml Tax di

( ''•iniiii'nM' ((iiiiMiittt't', iind piisscd l»y the lliiiisi- of *
'"

{'(•iiitiK'tis. iiri|iiisi>s ji tiix nf 1.")', Ill) tilt' nrt pri'iiiiuiiis

paid t'i>r fii-f iiisiiniiiiM's jtliifiMl with iiisiin-rs iiut

lici'iisiMl ill ('iiiiikIii : tlir '<i.\ is liiiiitt'd to l')i<. on

!|iltMI iiiiiiMiiit lit' policy.

A fiirtlicr I'liiiisf is nddcd rt'ipiiriiii: tliiit i't'turMsR<'*trictivo

Ih' iiiiidf to the iiisiiniiict dcpiirtiiH'iit sliouiiiir the ''""*'"•

liiihilitics iiiid |)n'iiiimiis. etc.. in ('iiiiad)i of th*'

iinlit'i'iiscd iiisiirt'ivs with w'loiii the hiisi'icss is placctl.

Ill iiiiiiiy cfiscs such ret urns arc not proi-uriildc.

The Hill lis proposed iillnws tin' ii Lfi^l'-rcc' oiu- Sf-rions

panics to reinsure without mx in nnl . ised '"|."""'*
*^'

eonceriis. yet it denies the m rchaiit t'., • rif' |o

insure with the same concerns.

T!.ose who supported ".\i>- anu'iidineuts retirr" t<» Ifan irjtp

the proposed tax more in the li^dit :\i' a ni
'"

"
, '"

ott'set in favour of licensed coiiipani«s auai liiMMisc,!

liaiidicap in the form of additional exix'usi m. -manc''
'

.
is a |>ri>ti'i'

on them b.v compliance with (Jovernment restrict;. ->. tion to

It was ai)parentl>- :nteii(lod as a compeiisat •

''•''i^'"'.
' •

_
((iTiifiaiiii'-..

measure to put th" licensed companies on the sar

footiiii: as the iinliceiiseil insurers, and it was lie

intended to intro 'uce the ipiestion of taritV protei

tion u'l'iierallv into insin-aiice.



Not nakinir
for i.rtitw-

tion.

Olijpot of
tnx.

Amount of
tax.

Til.' wordH uf thf r.'|.nH.'ntjitiv.' of th.- ('niuiiliiiri

Kir.' Ti .|..nvrif,.rM' AsMtwiiitiuii. »t Oftnwii. w.-r.':

"Ft is a iiiiMtiiki'ii idni to sjiy Hint we iin-

Jiskiriir for protfi-tion : w.. ,ir.' simply iiskinir for
fiiir iilny iind to h- phircd on im n|iiiil fcMitiiu.'."

If til., liccnsi'd compiiiiit's jir.' not jri'ttini: fjiir phiy
Hi.il Jir.' not. at least, on an <-<|nal f.»otinir. I.^islation
is c.Ttainly n.'c.'ssary.

iVt'siMuahly sn.'h a tax will only Im- inipos..,| if it

is d.'cid.-d that the r.'irist..r.'d <'oMipani.-s <|o not. in
othiT ways. >r,.t a pr.'f..r."n.M' and a.l.'.pmt.' .M.nip.'nsa-
tion as a r.-snlt ..f tlwir .vv'istrati<.n and .'oniplian.'.'
with Ottawa (Jov.'rninmt r.'>.'nlations. Tli.' proper
anionnt of such u tax will snr.-ly thni !>.• sn.-h as
wonid s<.ni.'what .'xc....,! ..,„.h additional xpens.' as
may ho impos.'d on the licensed compani.s hy reas^m
of the ffovernnu'iit re>.'nl», lions.

The licensed companies cl..im that they are losers
h.y the difference in interest ohtainahl.' on the class
of securities (h'unind.'d for ileposit hy the (Jovern-
iiH-nt aiid the inter.st w'lich they couid obtain l»y

investin>r their money elsewhere. In the ease of a
Caruidian company th<' deposit is fixed at a minimum
of .t-)(M)0(). In the case of a forei-n .-.mipanv a
minimum of i(il(X).0<M) is .h-manch-d. and this fijrure is

usually increased hy the (iovernment re^'iilati.m that
a foreipn company shiili sh()\. assets in the conntry
in a certain relation to its liahilitics to the public.

*

The following; two exiimples will show that even
if an insurance comi)any's funds would not ordinarily
1m' in the hijrh class securities demanded by the
Government, the total expense by loss of interest
is not a very larjre fijjure compared to the premium
income of the company, and it is on the premium
incom of th. unlicensed insurers that the proposed
tax is to be 'vied.



For <xiiiii|(l.'. aiionliiiir to tli< |{t port f tho

SiiiMfiiit.'ndi'rU 'tf Iii.HurMtii' for l!»07;

i

Fori iff n C'tni/Hiinf—

Till- lliirtfiird Kin- Iiisiiniiicf Coiiipaiiy:

On tlcpoxit tit Ottiiwii )|<4!Mt.(i7:{

NVt ChhIi r«>«'t'ivt'«| for Prfiiiiuins. . «i.M..')l(j»

CamiiUnti Cotn^tanii—

Till' Wt'sltTi' Ahnii i ('i)iii|uiiiy :

On (Ifposit nt • ,i\vji i|( (;:{.."»."):}

Net Cash r civctl for I 'rem i inns. . 418,8'J.'<

Prjiftinilly the only otln'r I'Xptnsi' imposed on tin'

•'OMipjinics by till- OttiiwH jiiithttritics is tin- i-ontrihn-

tion to tin- iip-ki't'p of the Insnninci' Dt-pnrtnn-nt.

H.,d this contrihntioii dot-.s not jinionnt to as much
Hs !(ilO(M) in the ease of the largest cotnpHiiy.

From this it will !>»• sc* n that if thr >iiipani.-s'

loss of intt'rcst on tlu' s.'(Miritit's <|i-|»(.sitt'd he

Jidniittcd at as hijfli a Huur- as 1';, the total cost of
the Ottawa (lovi'mincnt njrulations is, in the cas*-

<)< till' Ilai ford Firt' Insnranct' Co.. less than .ii»»<MK).

I.
. i under V, of net ejish received for premiiuns:

tl. Western Assnrance Co. less than ^KmO, heinj;

under ^U of V, of net cash received for premiums.
It is. therefore, to offset a chary:e of less than

K; that a tax of 15% is imposed!

X.B. Tin ahovi /it/urts nsprci'niii rontrihittion to

tin InsKi-aiicr Ih pniininif nir diitsiih rsfinidtrs. and
mitti hi iiKiiriirnfi. hut tin information could hi

fas.lji si(i>i)liid hi/ flu Snin rintfndent's nffiii.

The cla.ss of securities provided for by the Ottawa rnvostmonts

Government are such as would be s ujrht by jnsur- ''"^''''''''-' "°

ance companies all over the world, jeldin?. a.s they mprlts.

do. a higher rate of interest than similar .securities

in other parts of the world.



I'rdviiiriii

taxMtioii.
-Much hns hccii hi'jird from the rcpn'scntativcs of

llii' licciist'd coinpjmii's of the l)iinl('ii of I'roviiiciiil

tiixfitioii. Tlu'v luivc iii)|>cin'iitly ovcrlooUcd. or nt

IcHst iiifidc IK) rcfci'fiict' to. the fiict thnt the owner
l»ri)(Miriiiyr iiisiirciiicc in iiTdicctiscd concerns is jdso

subject to tiixiition on the p.irt of the Provincial

{inthoritics. For instance, in tlie Province of Quelnc
everv insunince ])liiced ".ith unlicensed insurers luis

to 1)0 declared within thirt.v da.vs and a tax paid of

I'r on the premiums, which would have been paid if

the insurance had been etfccted in licensed companies.

TariflFpro-

tcctiiin in

insurance
Keni'rall.v.

Some <j;entlemeii have irone further, and advocate

for the tire insurance business a yeneral protective

taritf such as is ^'ranted to the manufacturer.

Insurance companies are not on the sanu> plane as

the manufacturer, who commits his ca|)ital irrevoca-

bly to the country. liiiurance companies are not

producers: are not employers of labour, to any
extent: or builders up of the countrv except in a

nejrative deyrce : the ma.jority of the oflfices are

branches of British or Foreijrn institutions: they

are mostly larjre and reputable institutions, but the

dividends, for the most part, <i:o out of the country.

Sorious mis- Individual representations of certain members of
iinderstand-

^jj,. Canadian .Manufacturers' Association, who
ing.

api)eared at (Ottawa with the Insurance representa-

tives of the Association, seem to have been inter-

preted In- the Minister and ^lembers to have been

representations on behalf of the Association. The
Hon. ^Fr. Fieldinpr. before the Committee of Bankini;

and Commerce, referred to the proposed tax as an

"innocent little" tax, and spoke of it in the lipht of

a concession to the ilannfaeturers' As.sociation, which

wonid be willin<r to a^ree to a tax of 359; . ]\rr.

Fieldinir, in the House of Commons on Monday, ^fav



ITtli, in the tiiijil »li'l)iitt' im this Hill, is n'portfd t;)

luivc spoUt'ii iis follows:

i

" Hut. Jiftcr till- (|iit'stioii liiid Incii dis-

cussed. Jiftcr it liiid IxH'ii thrt'sht'd out for several

hours ill the ("oniinittee. iuid jifter the view

wliich I have endeavoured very imperfectly to

present here to-day lii.d l)een presented very

forcil)ly l)y the Insurance .Men. the (h'le<ration of

the Canadian .Manufacturers' Association came

back and said: * We want ti> make a further

statement: we admit the reasonal)leii('ss of the

statement nuide by the Insurance Men: at tlie

same time we point out that your Hill will make

this business |)ractically ]>rohibitory. you impose

your jx'ualties in such a way Ihit these .\ew

Eii«rland .Mntuals and other companies will not

be able to do business here at all : do not pro-

hibit them, do not shut them out. do not i)lace

upon us that burden, for we cannot always jret

the amount of insurance that we want or. some-

times, when we can. w have to pay too hijxh a

rate: we admit the reasonableness of the case.

and that the Canadian companies and these

licensed companies oiiirht to have some measure

of i)roteetion : and. if you want to put a

moderate tax on this class of business, we think

it reasonable, aiul are willing' to submit to it.'

That is the source of this clause: the sujjiresticm

came from the Canadian Manufacturers' Asso-

ciation."

There are many other businesses that would A grenttT

immediately claim i>rotection, a)id perhaps \vith
|,ro't".Hnn

greater .iusticc. For instance, the wholesale merchant thiin insur-

risks his capital in the country, maintains larjre

offices. ]>ays taxes and employs labour. His profits

are spent in Canada, and he i.s a builder np of the

anco ami-
panios.



counti-y. ami yet is sultji'ct to the unrestrieted com-
petition of the British or Forei<rn firm, which can
send an ajjent to travel through Canada sellini,' in

the sam(> mari<et, the same class of jrixJds. imported
sul),ject to the same duties. The duties in such a

case, of course, jjrotect the manufacturer Imt do not

l)rotect the wholesale merchant.

Xature of
biisin(>ss

constitutes

ailequate

protection.

The wholesale merchant's claim to protection

would be a far stronger one than the insurance com-
panies', since he is dealing in commodities which can
l)e manufactured a.s well, if not better, outside oi

the country, and perhaps in commodities which must
of a necessity be imported, and cannot be ol)tained

in Canada. Insurance, on the other hand, deals with

Canada peculiarly; the very nature of the business

constitutes a preference in favour of "home manu-
facture."' if the term can be applied to insurance,

in other words, insurance is a local l)usiness, and
under normal ccmditions will always be transacted

locallv.

Banks.

Bounty on
Canadian
Companies.

The banks are subject to e.\pense and restriction;

wiHild it not be as reasonable for them to seek legis-

lation imposing a tax on all money borrowed, except

through the Chartereil Hanks of Canada .'

If protection is introduced in insurance, should

it not rather take the form of a bounty on Canadian
companies to foster and strengthen Canadian com-

panies as opposed to branches of British and Foreign

companies, \.iw\i could withdraw from the coiuitry

at a moment's notice? It is a question whether the

Canadian companies would be tlattered by the

suggestion that they needed assistance, but such a

plan would be more in keeping with the principle

of protectitm than would be the general tax proposed.



1

other points are:

Till' proposfil to l)ase the tax on the prcniiuni pro- Basis of

duces the followinjr result as an exaiuph': *""•

For !)!l()()(» iiisuranee protection on which the rate

char'rctl is $1 per jfilOO the tax will he $l.r)().

For $1000 insurance protection on which the rate

charged is 8c. per -tlOO the lax will he 12 cents.

The amount of indemnity purcha.sed in each case

is the same.

The law already i)rovides that underwritin<!: com- Existing

panics which wish to do business h"re must comply'^"'

with certain rcfjulatioiis. 'j'he Act, very i)roperly.

also provides that comj)anies wliich do not comply
with these re<rulations shall not be allowed to carry

on business.

The section of the existinu' Act reads:

Xo eoiniuuiy or persdii, oxc-pt as lierciiiaftcr l"'ii\ i'io.i, g„si„pss not
sliiiil accept any risk or issue any policy of fire or inlaml to be carried

marine insurance or policy of life insurance, or grant any on witiiout

annuity on a life or lives, or rweive any ])reiniiini, or carry '"'f"-"''-

on any business of life or fire insurance or inland marine
insurance in Canada; and no company shall prosecute or

maintain any suit, action or jirni-eedin};. either at law or in

tMpiity, or file ioiy claim in insolvency relatinjj to such busi-

ness, without obtaining a license fnun the Minister to carry

on such businiss in Canada.

The uriicensed insurer is in the position of Ijciny Unlicensed

souuht bv the owner of the propertv, or the owner's'"^'"'®'"
,.• !•• I-',- » not seeking

representative; and it is not seekinjr business from ))usiness.

him.

For instance, if content with the class and tli'

volume of business, and their ability to handle it at

lonj; rantre, there is no reason why the directors of

the Hartford Fire Insurance Company, ar an

example, should not withdraw the Company's deposit.

retire from the country, and accept such 'Canadian
business as will seek the company at its head office

9



iit Uiirtt'ord, Conn. The Ilartfonl is rt'pivscntcd

in Canjida presunuibly in order to be in close toneh

with the insnrin<r i)uhli('. and to seenre a larjre share

of the business by beiny on the spot.

Pn.tpction The ori<rinai objeet of the whoh' Aet was the
ofpubh.'.

pnitfction of the pul)lie, and not of the insurance

companies.

ReRistiation It was contended that allowing' an owner to seek

an asset. insurance abroad was according: a privilef,'e to one

chiss of conununity not accortU'd to others. The

position is rather that the rejristered companies want

to have servants and orfices in Canada, and want to

deal in ch)se contact with the public. The (Jovern-

nient has (U'cided that as a sai'e<.'uard to the pul)lic

it must impose certain restrictions and re<riilations

on such c(mipanies. hui there is no oblijrati(m on

them to comply with these restrictions if they '-e

content to remain out of the country and to accept

such business as will seek them at their head office.

Apart from any national sentiment, the l)usiness

man has a marked preference for a comiiany wliich

is subject to (iovernment refrulatioii and Canadian

law. and the ordinary business man freneraliy is

willinjr to prive, and pives to-day. a substantial

preference to the local rejristered company. In this

way the (Jovernment rcfrulations and restrictions

become an asset to the company rather than a burden.

At own risk. The man who insures in unlicensed comi>anies

knows that he has to scrutinize his conti-acts, and

that the (Jovernment is in no way sponsor for the

securitv that he obtains.

('on fusion

of issue.

Apparently the impression imparted to the

.Minister, and to the ^lembers generally, was that

the licensed companies mereb' -sked to be protected

ajrainst law breakers. The isMie was confused, and

10



iir^:iiiiii'rtt whs cjiiTii'd t»ii us if the rcpn'sciitiitiv*' ul"

the owinT (tf till' proiMTty wiis on th." sjiiiu' footing

{IS the repri'si'TitJitivc of the uinlt'nvritiii<r ••oinp.iny.

In other words. }i broker. represeiitiii<j: the owner of

the property, will phiee insuninees jill over the world,

whereas the netinj; }i<rent of jin insiirjinee eonij)!iny

has the interests of that- particnlar company to look

after.

Eini)hasis has been laid on the faet of there l)einii '''"ini'ftitioii

enouirh eonipetition aniony licensed companies to
']'i'"'|"^',|

protect the owner of the ])roperty a<rainst the possi- cnmiianips.

bility of excessive rates, (iinerally .speakiny. this

is not a fact. Whilst the coinpanies ontside of the

("anailian Fire I'nderwriters' Association are numer-

ous in number, a reference to the last Blue Hook,

issued from the otlfice of the Superintendent of

Insurance at Ottawa, will . iiow that for the yciir

1!K)7 out of

#!().! 14.47.") net cash received in premiums by c(mi-

panies then \nider Dominion License.

.tl4.21f).()32 was paid to meiabers of the Canadian

Fire Underwriters' Association, and

.$ 1,81)4.843 to companies outsidi' of the Canadian

Fire Underwriters' Association.

These tifriires do not incliule the many companies,

mutuals and class insurers, under Provincial Charter.

With over 88'/ of f'e business reported to the

Dominion authorities ir hands of c(mipanies who
are memi)ers of one A> -iation. okservin<r uniform

rates and clauses, it is not fair to contend that the

business will be ])roperly reirulated by competition,

if all outside eompetiticm is cut oft'.

A representative of the Canadian Fire Tender- Xeoessity of

writers' Association admitted at Ottawa that five<'""'P''t''»o°-

years afro the members of the Caiiadian Fire Under-

II



Special

forms of
policy.

writers' Assooiatiou were not in a position to meet

the new eonditions as recoj^nized by the mntuiil

eonipanies. The (lature of ehiss inxiiranee, tlie per-

fection of its control by specialists, and the natural

distribution of risi\s. practically release class

insurers from loss by eon Majorat ion ; they are thus

in a position to do a profitable business at tiy'ures

that, under present conijitions. no eompany doiny

a jreneral business can nieei. This same representative

ailiuitted that the mutual companies had taught them

that certain pioteetive appliances warranted special

consideration. If this applied five years ay:<>, and.

assuininjr. for arjjument's sake, that eompetition is

not re(|uired at the m'Mnent. will it not be re«|uired

again in a very few years' time should the proposed

Act become law? For instance. apai"t from the cost

of insurance, and in the matter of the form of the

policy alone, comix'tition is necessary to compel con-

sideration of the insurer's needs. As in Enjrland,

when fire insurance was first introduced, the appli-

cant who wanted to insure a stock of <roods was

compelled to carry the Ijuiidiufr uninsured a.s an

incentive to him to protect the stock: as in Enjrland

only three years a>ro practically no fire insurance

company could be found to undertake the risk of

loss of profit contin<rent on fire; whereas to-day the

fii'ld for this very class of business i.s bein? vi<ror-

ously canvassed: so in Canada to-<l. y there are still

new conditions to be met which will not be met so

readily if eompetition is 'Mit off.

]\rany large firms in Canada to-day are able to

o])tai7i fire insurance which will automatically pro-

tect the fluctuation in value of their stock, for which

they pay a premium accordin<r tc the exact amount

that is actually at risk. This may be only in antici-

pation of what the companies generally will one day

concede, l>ut in the meantime it is of inestimable

12



vjiIiK- to ;i iinrclumt t(» W ultlc to olitjiiii siii-h a
policy, iiiid it will Ix- n irn'tit hiirdship to hitn to be
liiudcrt'd 111 olitaiiiiiiy it.

It it is (li-cidt'd tluit tlic f(mi|»jiiiit's n'tristcn-d in Sinrgostpil

Ciiiiiidii do not yet iiii iidc.|iiiitf pn-fcn-iiiM'. such j,
''"'"t'""-

preference could he hroiiirht ahont hcyond all doiiht
hy a revision «.f the pres.iit statnt(>s whereby
insurance brokeiN. representiny: the owner of the
property, could be licensed as insurance brokers, and
made to contribute to the upkeep of the Insurance
l)< partiiient in accordance with the voluine of the
business which they transactcii : such business to be
declared by them at rejriilar intervals to the Insur-
ance Dcnirtment. and. if necessary, a deposit exacted
as a jriiarantee that the returns will l)c duly tiled and
that certain rejriilations laid down by the (iovernment
will be followed out. One of these rej-idations mijrht
well be that every policy of an unlicensed company
procured for the owner by a broker, should be

.stamped in red ink with the words. " This Company
has no deposit or assets mi Canada." The result of

such a rulin<r v uld be:

1. To safcfru} i the unsuspectiujr public in accord-
ance with the i)olicy of the Covenmient.

2. To impose an e.xpen.se on the representative of

the owner, which expense would not make his

attention to the interests of the owner impossible, but
would result in his placin? the business with
rejristered cimipanies where possible.

•^. To liirhten the expense of the resristered com-
panies by distributiii<r the cost of the up-keep of the

Insurance Department.
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