OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN

o~ &/ﬁg

GROVER SELLERS
ATTORNEY GENERAL

donoruble U. P, lockhurt, Chalrman

Bosrd of Insuraunce Comulssjioners
Austin, Texas

Dear Sir: ) Opinion Bo., 0-8148
Re: Whether t adox

of this departaent regarding t IO
naaed gompany has the augharity td\ las
mentioned is as follow

"JUnion fles Furandy’ Company, Austin,
operating und 4 - le 78, Rt'll'& Jtatutes,
has submitted ¥ = poged form of debentures,

capy - . ¢h it wishes to offer

Plea dvise me whether the Compmny
R 1ssue such debentures?™

quiry is a

*Twenty {ear Usbenture
"werlies A
of

*UHI0KR RECIRVE LIFE INSURANCE CONTANY
(~n 014 Line legal Keserve Life Insurance
company @uly incorporated under the laws of
the State of Texas with its Hoas Offlce in
austin, Texas)

propossd debentures accompanying your in-

HO COMMUNICATION IS TO B CONSTRUED AS A DEPARTMENTAL OSINION UNLESS APPROVED BY THE ATTORNEY GENERAL OR FIRST ASSISTANT

.
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HODOTuDi® Ve ro svURL.FL, ,upd &

"Ro. "Aamount $ 1,000.00

*For ;ul.uo received, UNIUN %‘:’,;;Env& LIFE qu‘t‘{a-
NCE COMiiN e88 to pay on or hefore the
:r e ‘?1: . go,tmrburor n::c:rtrmh th
und E be 8 _her ter provide
5ni T °unnarfﬁ:wa .081. Bo%r: a i Intcrnt.tgo“:ogﬁ
from dste until peid at the rate of six pesr cent (6%)
per annum. JInterest shall be dus and payable om the
firss day of . of ench ysaur. Both prinoipal
and interest Shall be payable at the hoams offiee of
the Company in the City ef aiustin, Travis County, Texas,
upon ths surreader of this dedenture.

*"The URION RESERYE LIFE INSURANCE CONPAXY agrees
to set aside in a sinking fuad r cent (;.-
of 1ts annual earaed surplus «t the end of each oalendar
yoar hereafter to be used for the payment of prineipal
and faterest oa this Debenture and all other dedbentures
in this Saries and for o othey purpose] dut it is ex~
pressly provided that this debenture and all édsdentures
of this Geries shall 2ot be o liadility of the Company
OF & oleim against any of its zsassts exeedt as to the
sinking fund so ereated from earned aurplus,

*The aggregate amount of dedeatures issues under
this series A shall oot exseed § .

*The isscances of this dedenture has deen authoyi-
sed and directed by the usanimous vote of all the ebdek-
hoXers of the Conpany ead by the unanimous vese of the
Direstors of the Coapany.

*"In witness whereof, the UNION HISEZRVE LIFE INUURe
ANCE COMPANY has oaused this dedesnture to W signed By
i1ts duly autinordsed offieers snd its sorporate seal to
be hereunto affixed this day ot + A8 .

Wleoxretary “WPrealdent and Treasurer."
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There -1s no express statutory suthority for Chapter 3,
Insurasce Corporations to borrow money; nelthsr is there any

stututory prohibition against the exercise of suoh power. Thare
s, 0f course, 0o statutory autnorization for the idsuance and
sule of thess proposed debentures. ieither is there statutory
pronivition aguiast tne exerelas of such power, 'We think that
ths proposed dedeantures by the inion reserve ~ife Iasurance Com-
pany can be distinguished from the osrtificste of the Century
Life Insurance companx which was disapproved in our Opinion MNo.
]

0«1814. It was gon 4 in gur opinion No. O0-1814 that
t0 borrow money is !aher-nt [ 1 zorpor:tlon. lu%?oct: n&ﬁ%:f#fh§o

the limitation whioh may de plaocsd upon {t by the laws of the govern-
meut to which it is responsible. By issuing and selling ths above
maenticned debantures, the Union Reserve Life Insurance Company seeks
to exercise its prerogutive as a corporation to borrow money, dbut
‘seeks L0 contruct with those from whém it may Borrow monsy, that
such money will be paid bBaock at a particuler time, and at a purti-~
gulay rate of interest, and that it will Be paid baock only from a
spao {a)l fund . ’

In Opinion Mo. 0-8546, this departaent rendered an opin-
ion based upon the ssme question as is involved in this opinion.
The proposed debenture 4iffers somewhat from the osrtificate pasaed
apon in Opinion Ho. 0-8848, but it is apparesct that the essantial
eleacunts are the same. The proposed dedbenturss ocontain an uneondi-
tional proaise to pay out of the specific fund, at a certain time,
when such fund is oreated as stated in the dedentures. The only
thing that distinguishes tha pProposed debentures from a regular bond
of the company is that they provide for ths paymsnt of same out of
& particular fumd,

It is stated by Couch en Insurancs, Vol. 1, page
585; '

"% & * Among ths wurporate powers enfeyed by
& oorporution foraed to caxrry oa insuranse business
SAay be mepntioned the right to moquire and hold sueh
Teul estate us 1is necessary and proper for future
use in earrying on its busicess, to bhorrow money
to pay losses, or to protect 1its assets, * ¥ *v
(To the saxne effect, imerican Jurisprudense, Yol. 29,
puge B4) .

In answer to the above stated gquestion, you ure mspect~
fully advised that there 1s no statutory prohibltion probhibiting

an ilnsurunee company suoch as the Union Keserve Life Insurance Com=~
pany from borrowlng money in the manner propossd by sasid company

by the issuance and sale of said _roposed dedentures, which ars msere
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evidences of the soney borrowed by the said eompany.
" Trasting this answers your inquiry, we are
Yours very truly
ATTCRNEY OLKILRAL OF TRIAS

‘gsL,424ﬂfékﬁilﬂﬂﬂvv-’“*
By
Ardell Willlams
Assistant

AWIRP




