
           
                              
                    
                   

                  

It is my privilege as Chairman to greet the return of First 
Monetary’s many friends and shareholders to Bermuda. 
More than that, it’s my pleasure to bring you some solid 
news about the company’s stability and good fortune that my 
successors should inherit.  

First Monetary’s return to financial stability is directly 
attributable to the Board’s acceptance of management’s 
“dynamic stasis” recommendations, first proposed in the 
2004 PROPHET plan. That plan essentially ‘froze” the active 
marketing of First Monetary memberships, and proposed 
courses of action that would permit continued operations at 
reduced cost, yet maintain services for existing members. In 
sum, these actions were intended to take maximum 
advantage of prevailing trends in both the interest rate 
environment and PMI growth rate, permitting the incremental 
but steady increase in both to close the revenue gap of prior 
years, and make possible a progressive widening of 
company profits. They have.

If there was any doubt regarding the wisdom of becoming, in 
effect, a “limited” company, they were wiped away this year. 
At a point in the insurance cycle when all signs cry out for 
rate stability or increases, a new wave of dramatic premium 
reductions has swept the commercial D&O market. This 
development has permitted First Monetary shareholders to 
dramatically bulk up their combined primary and secondary 
coverage to near unprecedented peace-of-mind levels, and 
pocket more than a few pennies in the process. It also 
confirmed what we had already anticipated, that ANY 
expense devoted to marketing our coverage on a standalone 
basis in the face of this insanity would return nothing to the 
company’s coffers.

Specific cost reductions have succeeded in knocking another 
10% off the expense component of our income statement, 
carrying forward a sharp downward reduction commenced in 
2002. In addition to suspending certain meetings and 
promotional trips, the elimination of certain third-party 
sponsorship programs, FM was able to cut it’s legal and 
accounting expenses substantively this year. The static 
nature of our operations once again supported our actions 
and arguments in effecting these, and other professional 
cost reductions. 

With our membership group essentially stable, and our risk 
restricted on the basis of secondary insurance positions 
layered over a broad primary market with high limits, it’s 

been easy to gain favorable 
treatment in the reinsurance market. 
Our D&O Lloyd’s of London 
reinsurance treaty  has once again 
been renewed on very favorable 
terms, very much in keeping with the 
desires of management. 

Automation continues apace, with communications between 
the states and our Bermuda offices largely automated, and 
policy administration now largely electronic.  The various 
components of the rapidly developing E-board system, will 
provide us all with the tools we need for our institutions to 
derive similar benefits.  

Our steady march forward on all these fronts, and our 
current prognosis for a continuance of the market conditions 
that has made them possible, has us all firmly believing that 
there’s more good news to come. We eked out a profit for 
the second year in row, and contributions are steadily 
accruing to the member’s trust and capital accounts. After a 
fairly long hiatus, First Monetary is just a hair’s breadth away 
from a return to dividend paying status. Their exact size and 
timing cannot yet be determined, and both items are subject 
to future reviews and decisions, but they are on our Bermuda 
horizon.  Should First Monetary’s attractiveness in the eyes 
of community banks move up in direct relation to our 
fortunes, the “dynamic” portion of our dynamic stasis 
strategy permits adjustments.

Frank Shashaty and the rest of the Monetary Team will take 
these discussions further than I have in the course of this 
shareholders meeting, and sketch our path in more detail. I’d 
like to thank him, the members of the Board and all of you for 
the help and support you’ve furnished this past year. It’s the 
foundation of our continued progress.

Before closing, there’s one thing I’d like to pass along that 
will temper my otherwise upbeat presentation. It relates to 
the passing of two important friends. I’m sure I speak for the 
entire group in saying that we will all fondly remember our 
long-term colleagues Anthony Monteverdi and Eric Arcay, 
and miss their presence at these annual gatherings. Permit 
me to extend our sincere condolences and best wishes to 
both of their families.                                       

Sincerely,

Richard F. Bennett
Chairman, First Monetary Mutual Limited

President & Chairman, Gouverneur Savings & Loan
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