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STATE FIRE INSURANCE OFFICE:

ANNUAL REPORT OF THE GENERAL MANAGER FOR THE YEAR ENDED 3isr DECEMBER. 1915,

Presented to both Houses of the (eneral Assemnbly pursuant to the provisions of the Stale Fire
Tnsurance Ael. 1908,

State Fire Tnsurance Office, Wellington, [0th April. 1916.
1 mave the honour to present the eleventh anuual report on the State Five Insurance Office,
together with Revenue Account and balance-sheet, for the vear ended 31st December, 1915,

The year under review established a record for the State Fire Insurance Office in successful under-
wiiting——a record which will be not often surpassed in future years. The net profits exceeded those
previously made in any vear by 37 per cent. The loss vatio was 38:6 per cent. only of premium income,
which ig abnormally low. The net premium increase was considerably in advance of that of 1914,
notwithstanding an appreciable diminution in building operations and other adverse conditions due
to the war,  This to my mind is very conclusive evidence of the growing populavity of the Office with
the insaring public.  Some conception of the magnitude of the Office’s operations may be had from the
fact that Hw total cover issued for the year 1915 exceeded seventeen and three-quarter million pounds.

The financial stability of the Office to- day is beyond question. Reserve funds totalling over
£116,000 have been accumulated without any financial assistance [rom the Government beyond the
guaranteeing of the first and only issue of £2,000 of debentures raised to enable the Office to com-
mence operations, and which has ]onn gince been repaid out of accumualated funds.

Had the State Fire Office L(‘(‘()mphqhod nothing more 1t would have done well, but its own financial
suecess is quite a minor consideration when compared with the immense amount saved to the people
of this Dominion in reduced rates—an amount totalling in cleven vears considerably over £2,000,000.
Whilst the cost of every necessary of life appears to have inereased greatly duri ing the past fow
yeurs, the cost of fire insurance alone has decreased, due very materially, if not whelly, to the operations
of the State Fire Office.

The success of the Office duving the past six years has led to favourable consideration being given
to further reduction in fire-insurance vates in cities and towns where good water-pressure and officient
fire-fighting applinnces have been installed.  During the past two years rates huve been reduced in the
following cities and towns: Parts of Auckland, Wellington, and Christchurch Cities, and Gore Borough,
and the whole Boroughs of Hastings, Palmerston North, Waitara, Aramoho, and Gonville.  1n addition to
veductions in cities and towns a very substantial reduction has been mude in the rates charged on dairy
and choese factories and creameries throughout the Dominion.  On the other hand, a carveful review
of the tarifl has led to some slight increases wheve the rates have appeared to be insufficient to cover
the hazard, but these increases are not appreciable when compared with the reductions above referred
to.  The principal increase will be found in the reinstatement of the charge of 2s. 6d. to cover cost of
reinspection due to removal of goods to other premises, and for endorsements of policies due to removals
ot to transfers of interests. The charge now made will hardly cover the actual cost of the wark, and
1 think is well justified.

The growth of the reserve funds of the Office has been so vapid during the past few years thm, it
would wppo(n that the time is near when it will be possible to bring into operation those clauses of the
State Five Insuranee Act providing for a distribution of surplus pmﬁ{x among the p()]lwholdus who
lave not made eluims for losses during the period for which the bonus is mlloﬂul. The matter is one
requiring very careful consideration in view of the large amount annually underwritten.  Our accummn-
lated funds, however, now total over four times the average annual loss for the past four years, which
constitntes o very healthy financial position. To just wlmt extent bonuses can be paid depends on
future profits and the support accorded the Office by the insuring public which (oni,nbu‘res to profit-
m.)kmg The past six vears have been unusually successful, but it can hardly be hoped that the ratio
ot ]noﬁt,.s will continue so high in each successive year. The hazardous and fluctuating nature of the
business is well demonsti ated in the rvesults of the business for the State of New South Wales for the
year 1915, The published figures for the whole business of that State, with 4 premium income at least
(‘qual in amount to this country’s, show the net loss to be £179,303, or over 20 per cent. for the year.
New Zealand may at any time have to face a similay position. It must, however, be noted that the
average working-expenses of the companies in New South Wales are 42:98 per cent. of premium in-
come, as compared with this Office’s working-expenses of 27-5 per cent.: therefore, with an equal
loss ratio to that of New South Wales for 1915 our loss, instead of being 20-36 per cent., would be slightly
under H per cent.
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()\\'inﬂ' to the Office having outgrown its present acconninodation, and recognizing the immediate
necessi? lm providing hlllfd.bl(‘ office space for its present and future requirements, the State Fire

ln.suumw Board, carly in 1915, on my recommendation, determined that the best course to pursue

was to provide a permanent home for the Office by the purchase of a suitable arvea of land and the
arvection of its own building. ainple Office fands being available for this purpose.  After verv careful
and exbaustive inguiry the Board, with the consent of the Government, purchased a section of land
having a frontage of 104 [+, 6in. to Lambton Qnay and 831t 1010, to Waring Tavior Street. at a cost of
£25,500.  The price paid is endoubtedly not beyond the present value of the land, andthe site being
onesof the finest in the City of Wellington, there is every reason to helieve Hmf it has a considera blV
enhanced prospective value.

An excellent design has been secured for the proposed building, and ])](tn\ and specifications are
being prepared. The huilding when completed will be of handsome appeavance, earthquake and fire
resisting to the highest possible extent, and in all vespects one of the most modern and up to date in
the Dominion.  Apuart front the present requirements of this Office, therve will be a large ammount of
space available which it is estimated will et at rates which will provide a very satisfactory veturn for
the money expended. thereby seeuring a profitable investment for a considerable portion of the accumu-
lated funds of the Office.

The work of the Office during 1915 has been carvied on under great difficulties owing to some 30 per
cent. of our male permanent stafl and a namber of our agents having gone to the front. It is very
creditable to the other members of the staff, many of whom have worked very long hours, that the
vear's work has been so suecessfully condueted.  The speaal neentive to extra effort afforded by
the bonus-on-profits svsten, installed some three vears ago. continies to make for most excellent
restlts, and [ an firmlyv of the opinton that the amount expended o this system is a splendid invest-
ment for the polievholders and is in the best intevests of the Office generally.

Following are the partienlars of profits, net income, losses. working-expenses, and rveserve funds
for 1915 as compared with the vear 1914,

Profits. ‘The net profits, after appropriating a further sum of £2,608 0s. 10d. to unearned premivms
reserve, and a further sum of £1,000 to investment fluctuation reserve, amounted to £25.652 19s. 4d.,
as compared with £18,660 1s. 2d. for 1914, The total accumulated profits at the close of 1915
amounted to £86,217 16s. 10d., as against £60,564 17« 6d. for 1914,

Net Tucowe. The net income from all sources amounted to £76.299 11s. 8d., as against £67,693
7s. Td. for 1911, showing an inerease of £8,606 3s. $d.  The net premium imcome was £71,165 18s. 2d.,
as against £64,645 165 2d. for 1914, an increase of £6,520 2¢. The increase for 1914 over 19]3
was £5,228 D,

Losses. The net losses were £27,476 10s. 5d., as compared with £28,109 17s. 5d. for 1914, the
ratio to premiun income heing 38-6 per cent. and 435 per cent. respectively.

Working-eapenses. The ratio of working-expenses to premium income for 1915 was 27-5 per cent.,
hetng exactly the same as for 1914,

Reserve Funds. The veserve funds at close of 1915 amounted to £116,684 45, 2d., and for 1914
ER7,123 ts.. showing the very substantial increase of £29.261 0s. 2d.

(. R. (. Rogiusox,
teneral Manager.

Revienur Account or tHE STaTE FIrE INSURANCE OrRPICE FOR THE YHAR ENDED
3lst DuckMBERr, 1915.

£ s d. £ s. .
Premiums after deduction of reinsurances 71,165 18 2 Losses by fire (éLfft‘,T' deduction of reinsur-
Other receipts-- Interest. commission, and ances) . 27,476 1005
rent .. .. .. 5,083 13 6 Approprmted to reserve 1()1 uned,ruud pro
minms (in addition to £25,858 6s. 6Gd.
already rescrved) 2,608 0 10
Investments Fhwctuation R(\smve le(l 1,000 0 0
Commission . . .. .. L. 6,548 16 9
Salaries .. 7,762 7 0
Contributions to Fuv B(nuds under thv
Fire Brigades Act, 1908 .. o321 1 S
Expenses of management— £ sod
Travelling-expenses .. 383 7 8
Printing, stationery. and
advertising .. .. 8l415 9
Rent .. .. 1,001 12 1
Exchange . .. 1714 0

l’osmges te leguuns cable-
gramg, and sundry

chal‘ges .. Lo 1L,365 510
Office equipment written
off. . .. L. 347 007

Profit for the vear d.ppmprmt( d ‘ro Rv

serve Fund Lo25,652 19 4
L7 ,299 H 8 157(),’99 ll 8
17th February, 1916. . R. €. Romitson,

General Manager.
Fxamined and found correct. -R. J. Corvins, Controller and Auditor-General.
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BALANCE-SHERET oF THE STATE FIRE INSURANCE OFFICE oN THE 3lst DrEcEMBER, 1915.

. Liubilities.
Capital authorized by L 8. d. £ s. d.
the State Five Insur-
ance Act. 1908 (00,000 0 0
Less not raised 100,000 0 0
e Nil.
Reserve Fund . .. 86,217 16 10
Investment Fluctuation Reserve Fund. . 2,000 0 0O
Reserve for unearmoed premiums 28,466 7 4
Premiums and other deposits . . 498 18 0
Outstanding five losses .. 2,933 0 0
Other amounts owing by the Otfico—-
Reinsurance  preminms £ s d
e 4,801 8 5
Commission .. 1,048 17 6
tent 183 10 2
Printing, stationery.
wied advertising t6 12 11
Postages  and  sundry
charges 250 13 5
777777 — 6,301 2 5

£126,417 4 7

176h February, 1916,

Assets. £ 8. d.
Government debontures and Congols 58,196 6 6
Mortgages ot property 2,600 0 0
Frechold land and buildings .. 25,666 1 9
Outstanding premiuns .. 4,266 10 7
Interest accrued but not due .. 693 2 6
Rent accrued but not due 29 14 5

(‘ash in Bank of New Zea-
land at Wellington, or £

2 s. d.
33,608 1

in gransit to Wollington 4
Imprest Acconnt balances-—

£ s d

Head Office 51 6 10

Auckland .. 12 12 4

Christchurch 112 16 7

i Dunedin 46 12 0
Palincrston

North 44 7 7
New Ply-

mouth .. 307 15 %

34,183 12 4

Otfice equipment, 803 16 6

“ £126,417 4 7

€. R. C. Rosiksox,
Greneral Manager.

Examined and found correct.—R. J. Corring, Controller and Auditor-General.
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