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«It should be said that the executive officers of the
societies, almost without exception, have realized for some
years the necessity of a readjustment of their insurance
structure and the fact that postponement of the process
merely added to existing difficulties. But in those instances
where readjustments were defeated the general and controll-
ing membership, having in mind the apparent present
prosperity of their orders, have been willing to gamble on
the present assets outlasting their individual need for pro-
tection, and they refuse to see the liabilities of the order
mounting to the point of danger to all. Putting the case
bluntly, the organized selfishness of the general membership
has been willing to sacrifice the future of the order and
the protection of new members to serve its own immediate
purposes. This force has overpowered the leadership which
the executives endeavored to give.

“This situation made necessary the intervention of the
legislature for the protection of new and prospective mem-
bers and of the public generally.

Ontario Law Rendered Ineffective

“In 1916 an amendment to the Ontario Insurance Act
prescribed a compulsory valuation of outstanding insurance
certificates of all societies as of the 31st December, 1917,
to be followed by a series of triennial valuations of the in-
surance certificates. Provision was made for action by the
department if any society failed to maintain its financial
position from valuation to valuation. These amendments are
contained in chapter 36 of the statutes of 1916.

«Unfortunately, the additionr of section 78 (i) has
rendered entirely ineffective whatever virtue was contained
in the preceding sections providing for action by the de-
partment by making their application contingent on the
voluntary adoption of these provisions by the society before
a fixed date. No society adopted the prescription of the
legislative physician. The second*of these valuations, made
as of 31st December, 1920, will be due on or before the 30th
June, 1921, and as the law now stands the department will
be powerless to take any action, whatever condition may be
disclosed by the valuations. ok

«In order that this situation may be met both in the
interests of the societies and of the public, and in order
that friendly . societies generally may regain a large
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measure of public confidence and prospective members be
properly safeguarded in insuring therein, it is desirable that
the Insurance Act be further amended, first, to make pro-
vision for more effective valuations and reports of financial
status than at present' exist; and second, to prescribe re-
gulations by which all registered friendly societies will at-
tain full actuarial solvency within a reasonable time. The
leaders of friendly societies generally recognize the necessity
of this course of action, and, it is believed, will co-operate
in securing it.

Separation of Insurance Funds

“Attention of the societies and of the public requires to be
drawn to a condition which now exists in some societies
reporting to this department. Where it has proved impos-
sible to effect immediate readjustments of rates to an ap-
proved actuarial basis some societies have adopted mnew
rates applicable to new members joining after a fixed date
and to old members voluntarily transferring to the new
class. These rates are represented to the new members to
be ‘adequate rates.’ In some cases, however, it has not been
made clear either in the constitution or practice of the
society whether the funds received from the new members
are to be preserved for the absolute protection of the new
members or not. In some cases new. members may be misled
into believing that by the differentiation in rates their posi-
tion is being made secure as against the claims of old or
other members, when, in fact, they are only contributing
to a general insurance fund which possibly may not meet
all the claims which will accrue against it under a continua-
tion of the same policy. All societies which charge differ-
ent rates to different classes of members must examine their
rules and practice to make certain that the protection af-
forded to different classes is in accord with their representa-
tions to, and the understanding of, new and prospective
members.

Foreign Friendly Societies

“In 1919, an act was passed by parliament in amend-
ment to the Dominion Insurance Act, which made special
provision for fraternal societies and their attaining actuarial
solvency. In this connection the legislation will be a valu-
able precedent for Ontario. An incident, however, of this
act, which had a far-reaching effect, was that fraternal
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