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OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN

peard of Insurance Commissioners QZ}/
Austin,
Texas

gentlemeni Attonticnéﬁggz‘?L
Opiﬂ.lﬂn R&s «-E87¢

we quote from j »
an opinion sf thiz department, as follows;

, ‘*Plaaso AV : irtment if the follow-
ing state of factd constitute a violstion of sald

( n oy N
the Cass\Co sty Buri:l AX ooxationt, hoth li- _
Lensed by 'he‘zoard od - IR urance conmisuianersi

Na - the PO éios that they issue,
of thanfunepdl hora it Eaanar Funeral

r

The directore aod officers of the
‘socletions ere entirely different
ere is, however. a ramily-relation-

»{3) The cost of organizing the Cass Couaty

'gurial g i&ﬁ%ggeragign largs part borne by the

“(4) The mansgement of boﬁh associntions
frankly adm$t that the purpose of having two
associations ia to provide funersl benefits
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greater in value than $150,00 (the legal 1limit
oo burlal insuraneée). The managemeat of the
associations estimate that approximetely 150
persons havs polliciss in both assocciations and
that such perszons would he antitled to funeral
banefits of a wvalue greater than §150,00 through

the officlal funeral homs (Wanner Puncersl Home),”

The above statute, whiock 1s set forth in your letter
is found in Chapter 9p of Vernon's {ivil 3tatutes, Artiele
4878a~4 and reads as follows;

*p7haere shall be no connestion betwsen any two
assoclations operating urder this law and po one
assoclistion shall ocontribute anything by way of
salary or ocompensation to any sxecutive officer
for the purposes of such other assosiation.,»

Sectlion 83, Apticls 5088-1, vernon's Civil Statutes,
provides

nany individual, individuals, firms, oo~
partnerships, corperations or assoclations doing
"the bdusiness of providing burial or funersl bene-
fita, which under any oirdumstances nay be pay-
able partly or wholly in merchandise or seprvices,
not in excess of One Hundred and ¥Yirty ($1850,.00)
pollars, or the valus thereof, are hereby dedlared
to be burial eompanies, essociations or sceletlies,
and shell orgunize under provisions of Chapter 2%«4,
Acts of the Forty-first Lealslature, 1989, and
smendments theretoj and shall operate unfer and
be governed dy Chapter B74, Acts of the Porty-
first Legisiature, 1929, and amendnents thereto,
and this Aoct, Tt shall bte unlawful for any in-
4ividbal, individuals, firms, oco-partnerships,
corporations, or assnsilations, other {han those
defined above, to sngzage in the business of prow-
viding burial or funeral benefits, which under any
circumstances may be paid whaolly or partly ia
morchandise or services,.,"

By the preceding section of ths sbove statute, being
gection 23 of sald Article, the sxemption section of Chapter
£74, Acts of the Forty-first Legislature, Section B, is ex-
groanly Tepoaled, briaainf the organization and operstion of

urial essociations, within the provisions ef Chapter 9;,
Vernonts Civil 3tatutes,
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Article 4875a-82, found in Chepter A, Vernon's

civil Stat.tes, provides ia pert as followm!

"The Board shall not revele the right of aay
asegocletion to do business in this State except
upcn the judgment ¢f thoe Court of competent juris-
dleticn, + « "

Seoctlon 27 of srticle 4575a, supra, prevides thet
any assoolation that viclates aay of the terms of Chaptar B74,
(Chepter 9A, Veraon's Civil Statutes), shall in eddition to
other penalties imposed on it or on its members of officers
subjeot ltself to ferfelture of its right to do business and
to dissclution.

' Section 13 of Article &06€-1, Vernon's Civil Statutes,
expressly states that 1t 1s the nrimary purpose of the ast to
geoure the members of the aszociztions snd their bensficiaries
the full and prompt payrmeat of all elaizs according to the
maximum benefits provided in their certifieates,

¥hile the languege of the particular statute in-
volved is broad, we attribute to the lLegislature an intent
%0 use the word "oonneotioa™ in @ business sense without
regard to that status created by blood ties or family
relationships. 1In tracing the history of this statute, es
it aprears in a coadensed form, the Legisls ture seexs to
héve borrocwed it from the language used at the tize lcecal
mutuzl ald assooclations, perticularly burial associations,
were authorized as sasparaste entities, regulated by the
provisions of the law =;pliceble to Fraternal Benefit
Soocleties and at such time, freguently operated and contrclled
by other associations vhose officers were cutslide the
radine and territory of the lcoal communities, We f£ind that
ths Legislsture, in order tc better regulate such assoeiaticns,
in 1909 limited thelr operation to & certain local territory,
- and thus examptad thae:x from the provisions of the general
lew then e»plicable, provided they sre in “so manner, dlrectly
or indirectiy, connected, fedorated or sssceiated with any
such assoccinticn, end do not, directly or indlreeily, con-
tribute to the erperse or sujppert of any cther sueh asscoia~
tien, or to the officersz, promotsrs or managers thereof.. » %
{See Articls 4859, Revised Civil Statutes, rrior to ite
epreal by Chapter 274, Forty-first lLegislature, Acts 1929,)

Accoxding to your letter, the mensgement or
officera of bHoth sssocistions adnmit the purpose of having
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two associastlons is to provide funeral benefits greater in
values than £150.00. vwhether or not this frank admission is
to be construed &8 a working egreement or buslness oconnection
between the two associati.ons is In itself a question of faot.
The thought occurs to us thut the st:tements merely tend to
assert the result effected as to the mutusl pollicy holders of
the two assoclations and if true, merely reflect that which
would be perfectly cbvious., The law does not restrict any
given territory to the operation 5f one authorized burial
asgoclation alone nor does it operate to prohibit the policy
holder from becoming & member in more than one burlal assock -
tion operating in the same designated territory,

rolicles or certificates issued by burisl associa-

ticns are required by Section 24, Article 5068-l, Verunon's
civil 3tatutes, to show on their face & schedule of certain
stipulated merchandise and burial service which shall be
approved by the Board of Insurance Commissioners as being of
the reasonadble value as stated in the policy, unless the in-
sured shecll at the time of its issuance elect to have same
paid in cash., This election is customarily made in an
application, a copy of which 18 required toc be attached to
and made a part of the policy contract, It is spparent that
the lLegislature did not intend to restrict the contract to
any specific merchandise or charaoter of service. We

acceprt the proposition also that as between two sgsociactions
such scheduled merchandise and buriel service will wvary to
some @xtent and in others be identical and similar. we
merely make such observatlons as e preface to our conclusion
that the fact of the existence of like coantracts contain-
ing identical stipulated merchandise in the burial services,
serviced by the same agency end whose officers are related
by merriazge or blood kin, sueh faocts do not overcome the
resumption that the associstions so identified are comply-
ng with the provisions of the law ip thelr operation.

The most serlous question presented is in that con-
tained in your paregraph ¥o. 3 which states that the cost of
organizing the lass County Rurial a svolsation was in the
large part borne by the Hanner Burial ;ssociation. That
aldo 18 a fact question and while it raises e rather strong
inference of ;rticle 4875a~4 beins violated, this fact
goes mainly to the orgenization of the gecond assoclation.

We understand such costs were paiéd sut of the expense
fund and no facts refute such being churacterized a bona
fide loan.

You are therefore respectfully advised, that in
the opinion of this department, such facts as presented in
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your letter of October 31, are insufficient as a matter of
law to churge the two assoclistions numed ss being connected
in their business orerations in violation of :rticle 4875%5a~-4
vernont*s Clvil Statutes, ’

Yours very truly

WRJRK:eaw

APPROVEDDEC 16, 1940
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