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Tag CoNTRACT 18 DEFICIENT.

There is considerable misconception in the public
mind regarding the nature of the contracts issued by
friendly societies and those of old line companies.
It should be made clear that under what may be
termed the law of contracts, there are open and close
contracts. 'The society issues to its members an open
contract called a certificate; the standard insurance
companies a_close contract called a policy. Under
the former, the member holding a certificate is made
<ubject to the by-laws now in force and to those that
may hereafter be enacted. Hence the government
does not require legal reserves to be set aside for
future liabilities as is obligatory with old line com
panies, but requires the society to print on the mem
ber's certificate and on all literature and advertis
ments the words “assessment system.”  This isin
tended as a warning to the public that the certificates
are issued on the assessment or call system, and that
the members are liable for extra calls or higher rates
as may be necessary to meet the society's legal obliga
tions.

The difference, then, between the two classes of
insurance is that the old line company having made
a fixed or close contract, both as to the amount of
premium and insurance payable, is required to set
aside the legal reserve on every premium paid by the
policyholder, while the society which issues an open
contract is not obliged to create any reserve whatever,
but can assess the members when the ordinary pay
ments are found insufficient.

ADEQUATE RATES.

The question which naturally arises is, are there
any tables extant from among the experience of
friendly societies or otherwise that would be prac
tically safe for the assessment orders to adopt. In
answer to this query we again quote the report of the
Royal Commission:

“(Given a reliable mortality table and a rate of n
terest which may be depended upon, the average cost
of insuring a life and what the cost is during cach
year of protection are matters capable of accurate
demonstration.” ... ...

“The mortality table to which the name of the
National Fraternal Congress has been given has very
recently been under review at the instance of that
body. The cxperience of forty-three friendly socie-
ties was examined, of which sixteen admitted men
only to me sbership, four admitted women only, and
the other twenty-three admitted both men and
women.” ... .. ,

“I'he work of reducing the death rate appears o
have been skilfully performed, having been in the
hands of Mr. Landis, whose professional experience
among friendly societies makes his work of peculiar
value. Four per cent. was the rate employed in com-
puting pren ums therefrom.”......

“The object of this inquiry into friendly society
experience was o test the reliability of the N. E. G
table and the adequacy of the rates dedued from it
The conclusion of the committee, in its report to the
National Fraternal Congress, was that—the N. 1. C.
table of mortality is an acceptable and adequate mini-
mum table, which will produce rates of contribution
sufficient to cover the cost of death benefits as pro-
mised by societies of this Congress, while in a normal
condition.”

This conclusion, the commission adds, recommends
itself to your commissioners.
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Huxter axp N, Fo G TABLES.

\What is known as the Hunter table was compiled
by the late Howard [Hunter, superintendent of insur
ance for the Province of ( yatario, from the experience
of the Canada Life, 1847 to 1803, and from the fact
that the first five years from date of entrance of its
members is excluded from the record, it may be
regarded as a fairly <afe minimum table for adoption.

It must be borne in mind, however, that the Hunter
or National Fraternal Congress tables are compiled
for the use of friendly covieties when commencing
pusiness. 1 adopted after the society has been in
business for a number of years, it necessarily follows
that one of four things hould be done.

(1) The adoption of the unter or N. F. C. tables
at ages at entry or ages attained at some past date
for old business and the placing of a lien against all
old policies or certificates cquivalent to the deficiency
created by reason of the old menbers paying there-
tofore rates much  below those applicable to their
present attained ages.

(2) In lieu of a lien, the Hunter or N. F. C. rates
should be increased to a point sutficient to be an
equivalent to the deficiency incurred under the lower
rates.

(3) The continuance of the old rates may be main-
tained, but the payment by the society under the cer-
tificate shall be a sum not exceeding  the amount
named in the face of the policy.

(4)The continuance of the old rates and the levy
of extra calls from time to time to meet the cost of
the increasing death rate.

To illustrate the present position of the leading
societies we herewith «ubmit their rates for five-year-
age periods so that they may be compared with the
Hunter and N. F. C. tables.
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So far as the A, O, U. W, is concerned it will be
observed that the payment by the old members of
the present rates at their attained age, as in the year
1005, is in nearly all cases below the Huater and N.
F. C. tables, I the members were required to pay
the rates now in force at their present attained ages,
there would still be the deficiency to make & ol be
tween the society's table and the Hunter and N. F.C
tables besides the loss that  would be sustained by
reason of the greater death rate among the many
thousands of its members who would be unable to
pass a satisfactory medical examination.

The Canadian 1V oodman in its issue of July, 1912,
quotes the Minneapolis Tribune as saying that “fra-
ternal insurance is the cheapest and safest mmsurance
in the world. It rests upon a bhond of union among
chosen  associates and  the cconomic  principles of
elimination of all unnecessary expense.” Such a
gross misstatement of facts by a respectable news-
paper in view of the history of assesstuentism is in-




