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I nsurance Department, Jan. 13,1890.

lo  the Honorable Senate and House of Representatives:
Chapter seventy-one of the Resolves of the Legislature of 

1889 reads as follows : —

Resolved, That the Insurance Commissioner be instructed 
to examine into the subject of the net assets and permanent 
fund of mutual fire insurance companies and the investment 
thereof, and to report to the next General Court what legis
lation, if any, is required in connection therewith.

In compliance with these instructions the Insurance Com
missioner has given the matter careful consideration, and 
recommends the passage of the following amendments to the 
existing statute.

Respectfully submitted,

GEO. S. MERRILL,
Insurance Commissioner.
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In the Year One Thousand Eight Hundred and Ninety.

AN  ACT
Relating to the Permanent Fund and Dividends of Mutual 

Fire Insurance Companies.

Be it enacted by the Senate and House o f Representatives 
in General Court assembled, and by the authority o f the 
same, as follows:

1 Section 1. Sections forty-two, forty-three and forty-
2 four of chapter two hundred and fourteen of the acts of
3 the year one thousand eight hundred and eighty-seven are
4 hereby amended to read as follows :

Companies with a Guaranty Capital.
1 Sect. 42. The stockholders of the guaranty capital
2 of a company, acquired under the provisions of chapter
3 three hundred and seventy-five of the acts of the year
4 one thousand eight hundred and seventy-two, shall be
5 entitled to a semi-annual dividend of not more than
6 three and one-half per cent, on their respective shares
7 if the net profit or unused premiums left after all
8 expenses, losses and liabilities then incurred, together
9 with the reserve for reinsurance, are provided for shall 

10 be sufficient to pay the same; and if any dividend is less 
1L than three and one-half per cent, the deficiency shall be
12 made up when such net profit becomes sufficient therefor.
13 The guaranty capital shall be applied to the payment
14 of losses only when the cash funds not appropriated to
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15 the reserve for reinsurance are exhausted, and if it is thus
16 impaired at any time by the payment of losses such
17 impairment shall be made good from the permanent
18 fund, or the directors may make good the whole or any
19 part of it by assessments upon the contingent funds of
20 the company at the date of such impairment.
21 Shareholders and members of such companies shall be
22 subject to the same provisions of law in respect to their
23 right to vote as apply respectively to shareholders in
24 stock companies and to policy-holders in purely mutual
25 companies.

Permanent F und.
1 Sect. 43. The net profits, by which term is meant all
2 of the funds remaining after deducting all liabilities (in-
3 eluding unearned premiums) of the mutual fire insurance
4 companies and the special reserve of companies having a
5 guaranty capital as existing on the thirty-first day of
6 December, one thousand eight hundred and eighty-nine,
7 are hereby set apart as and declared to be the permanent
8 fund of such companies; the directors shall cause the
9 same to be invested in the securities described in section

10 thirty-four, and the same shall be held as a reserve for
11 the security of the insured. When the amount of this
12 permanent fund is less than two per cent, of the sum
13 insured upon all policies in force, the directors may
14 annually, if they so determine, set apart not exceeding
15 twenty per cent, of the net profits of the preceding year,
16 and add the same to the permanent fund, until said
17 limitation of two per cent, has been reached, after which
18 there shall be no further addition to said fund except as
19 hereinafter provided. The permanent fund so aceumu-
20 lated shall be used for the payment of losses and expenses
21 whenever the cash funds of the company in excess of an
22 amount equal to its liabilities, including guaranty capital,
23 are exhausted; and whenever the said fund is drawn
24 upon the reservation of profits as aforesaid may be
25 renewed or continued until the limit of accumulation as
26 herein provided is reached. The income of the perma-
27 nent fund shall be included annually in the cash receipts
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28 of the company. Provided, That nothing herein con-
29 tained shall affect the rights, at date of the passage of
30 this act, of holders of policies in companies having a
31 guaranty capital.

Dividends and A ssessments.
1 Sect. 44. The directors of any mutual fire insurance
2 company may from time to time, by vote, fix and deter-
3 mine the amount to be paid as a dividend upon policies
4 expiring during each year. In the year one thousand
5 eight hundred and ninety-five, and at the expiration of
6 each term of five years therefrom, the directors shall,
7 subject to the provisions of section fourty-three, ap-
8 portion as an extra dividend, according to their best
9 judgment proportionately, to the holders of policies

10 which have expired during the preceding five year period
11 the entire remaining net profits. Any such dividends
12 remaining uncalled for on the thirty-first day of De-
13 cember, one thousand eight hundred and ninety-nine,
14 and at the end of each five year period thereafter shall
15 be forfeited to the company. Each policy holder shall
16 be liable to pay his proportional part of any assessments
17 which may be laid by the company in accordance with
18 the laws and his contract on account of losses and
19 expenses incurred while he was a member, provided he is
20 notified of such assessment within two years after the
21 expiration of his policy.
22 Mutual companies which make not less frequently than
23 annually an entire apportionment and division of earnings
24 or profits shall not be subject to the provisions of sec-
25 tions forty-three and forty-four.


