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OFFICE OF THE ATTORNEY GENERAL OF TEXAS
' AUSTIN

GERALD C. MAKN
ATTORREY GENERAL

Honorable O, P. Lookhart, Chalirmen
Board of Insurance Ooam.iuioners
Austin, Texas

Dear Sir Oplnion Ho. 0=L717 '
: He: Or8er of the Bourd\of

your request as follows!

. *In your Opinion Nt
1942, you answerel certain
t0 the operatiocns 9 a oo
4982 and 4983, G

sertaln requirep
operating unde

O’or Fuly l.k
quastl oxs partah':ing

hereby '
mnissioners ol the State of Texas that

y gompany, person, Or &abo-

- lis.n g with A.rtie].ol 4982
Chapter 16, Title 78, Revised
pf Texas, shall be of no greater

» 0 the oa ital and surplus,
suaranty apifal and surplus, er pet worth of
such corporation, perscn, or associetion of
Jersons, The burden of prool that the prineipal
tount of such a bond dces not exoeed the maximum
t2ount specifisd adove shall be upon the sorpo-

tavion, person, Oor associatisn of persons sxecuting
the bond.t o

-
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MRAM O

ansanrd “The Board passed this order decause of
its convietion that the order was sound based
on experience in the insurance field and slso
because there is & similer grovhion in the law
restricting the maximum liability whioh may be -
assuzed by another types of insurance organlize-

; tion == & lloyds «= in Article 5020, The re-

| striotion 4in this article was generally followed

by the Board in lesuing the order of May 20,

168 ’
e
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“WWill you please advise if, in your opinion,
the Board was within its righis in issuling the or-
der of May 20, 1941, and if the oompanies affected
are required o observe the order.”
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- Artiele 4982, i’nrﬁan'l _Annotnied _‘I‘oxia Civil
Etatutes, reads as follows: o ,

SAny person or associetion of persons,
any State banking eorporation or any other
domestic eorporation, or any gorporation or-.
ganized under the laws of any other Statse,
provided such foreign eorporation eomplies '
with the laws of this Btete relating to insur-
angs other than life, may esxerocise the follow-

iag powers by eomplying with the provisions of
this subdivision: : . -

*"l, Qualify as guardian, eurator, exeou-
tor, edminiatrator, assignee, receiver, trustee
by appointment of any oourt or under will, .or
dspositary of money &n eourt, without giving
bond as such; o SR . .

2, Becoms mole guarantor or surety in or
Tpon any bond required to de given under the
laws of this State, any other statute to the
atrary notwithstan :* (Underscoring ours)
Artlole 4983; Vernon's Annotated Texas Civil
Rataras, Teads as foliowss . o

*Those inoluded §: 5 C
sBtivision snerge s oo She provisions of whls

A
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-%"l, Deposit with the Btate Treasurer
gifty thousand dollars eonsisting of eash,
treasury notes of the United States, or govern-
meat, State, oounty, munlicipal or other bonds,
notes, or debentures, sscured by first mort-
gages or deads of trust, or mortgeges oxr deeds
of trust on nnoncumhoro& real esatate 4n Texas -
worth at least double the amount loaned thereon,
or such other first class ssourities as the
Commissioner may approve. &6e&ld bonds or secu-
rities shall pot be recelved or held at a rate
above par, but if their msrket value i85 less
then par they shall not be held sbove their sotual
market valus, The State Treasurer shall require
any such depositor to replase any sscurities so
deposited on whish the interest shall not be paid
within aix monthe after maturity, by other
securities equal ip amount to those removed,
upon which the interest has not been defaulted,
The funds s0 deposited ahall be primarily liaeble
for the obligations of the dspositor in any
oapacity herein authorized, and shall not be
liadle for any other dedt or obligation of she
depositor until all such trust liedilities
have been &ischargel. . -

%2, Satisfy the Commissioner of its
solvenoy, The Commissioner shall issue any
such depositor, when satisfied it is solvent
and has male the required deposit, a certificate
showing suoh faots. . - :

*3}. ¥aintain a premium ressrvs of the
amount required to reinsure all outstending ‘
risks, to be determined by taking f£irty per eent
©f the premiums of all unexpired risks that
bave less than one year $0 run, and a pro rate

of a1l gross premiums on risks that have more
then one year to run. / '
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"%e Yile with She Commissioner, within
sixty days after the first day of each January,
a report sworn to by 14¢s president and secretary
or by two of its prinoipal offigers, as to the
surety and bond business dons by the same during
the preseding year, ' .

"5, Pay taxes on its surety and dond dusi-
ness as required of other surety sompanies.”

- Aptisle 5020, Vernan's Annotated Texas Civil
Statutes, reals as follows: - - e

. *No attorney for underwriters at a lloyd‘s
shall assume eny one insurance riak exoceeding.
one-tenth of the amount of the net assets of
the underwriters as defined in this ehapter

and the additional liedlility assumed by the
individual underwriters {n the articles of
agreemsnt and in the polioles or sontrasts of
insurance, unless such exoess shall be promptly

reinsured.*

Artisle $023, Vernon's Annotated Texas 0ivid
Statutes, reads as follows: ' -

*Exospt as herein provided no ether insur-
eance law of this State shall apply €0 insurance
on the Lloyd's plan unless it 1s specsifically
20 provided in such other law that the saaze shall

bs applicable.” L
" It is our opinien that Article 5020, V. A. C. 8,,
%ipra, applies only to Lloyd's Plan Insurance Companias
Fovided for by Chapter 19, Title 75__. Rs €4 B,

We quote from 24 'fon- Jurisprudenss, page 1322,
& follows: ; o

", « « o The Insurance Commission may .
Sxerolse only the authority expressly counferrel

I T
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by lcw; the statutens conrerring such authority
are strictly construed. « ¢ o

In the case of Commercial Standard Life In-
mranss Company vs, Board of Insurance Commissioners,
% 8. ¥. (24) 343, the Court hesld invalid an order of
the Boaxrd fixing sommiseions to be pald fire insurance
wenta, Yo quote froam the Court's opinion as follows:

*The orly manner in which that gan be done
is by an express eact of the Legislature itself.
The Board eal exercise only the authority eon-
ferred upbtn it by law in clear and unnistakasadle
terns, and will not be deemed to be given by im-
plication, nor can it be extended by inference,
but must be strioctly oonstrued.™

We have beon unable to find any statutory

wthority, either express or by impligation, whioh

wulé authorize the Board to paas the above quoted -
xder, -

It is therafore our opinion that seid order
is void end the effected companiss &re not nquirod
10 cbserve or follow sueh ordsr,

Very truly yours
ATTORNEY GENERAL O!' TEXAS
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