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OFFICE OF THE ATTORNEY GENERAIL OF TEXAS

AUSTIN

GROVER SELLERS
ATTORNEY GENERAL

Honorabie Krnest Guinn
County ~ttorasy, Bl Faspo County

El Puso, Tezus é, g @

bear uir: Opinfon No. 0-8880
Re: Assessasat of shares
of nationzl bank stook.

The attorney Ueneral has direected the writey ta reply
to your lstter of ieptembder 2B, 1943, requesiing the opinion
of this depurtaent upon Queations relating.fe - AS8Spanent
of shares of stoock of pationul bdanking instit Under
articles 5079 and 5080 of the Revised Civil Statutes of\ 19885,
such shares are required to be rendssred o the tax DY

A by the sharebolders at their “actudl value” or their Ctru
‘ and full value."

Saile tiess stat - y upon the share-
g holders to reader thelsr shares at \Tactudl value® or “true

: and full valas,™ ¢ axX ¢ roguired o satisfy
himself ss to the corpsotugss of the\rendition, airt. 7185,
Heviosed Civil Gtatutds, 102¢ isfied, he must make

referred eteralgat sonurs’ court, which is required
to "he ' L & ggg; value.” 4rticles
" Ay , .

ores to be considered by the authori-
*true value.” The Courts have haaded
dowa aethod., A3 we sald in Opinion No. 0-4589,

may the marxet value of the stoek; by payxneat
of divide da for-such periocd of time and at such rate as to
reasonably \Justlfy value; or by am acoounting of the banks
net capital assets to arrive at the value baok of the shures.”
«8 Bstated in & Tex, Jur. J68;

"1t is proper for the avessior or the board
to coapldaer all elements which Lend Lo oompose or
augzent tihe value of the stoock in the hands of the
fandividual stockholder, thet is to smay, the ocapital,
surplus, andivided profits and all other personal
and real property owined by the bank as a corporation.™

NO CONMUNICATION I8 TO BE CONSTRUED AS A DEPARTMENTAL OPINION UNLESS APPROVED BY THE ATTORNEY GENKRAL OR FIRET ASSISTANT




Honorabhie srnest Guinn, page 2

It is in oconneotion with this msthod that your problem
arisss, The ianstitution in question has included an item of
$265,376,23 a8 "Other Liabilities™ in its "Report of Condition
at the Close of Business on Decembsr 30, 1944." In suocther
statement of oondition mailed to ite depositors, however, this
jtem is included within an aggregate figure of §629,827.92, which

iz sntitled, "Reserves: Interest, Tazes, Contingenclss and Cther

Liabilities.” The assessor is contending that such funds dbeing
"Heserves" are capital funds in the hands of the bank and should
therefore be considered as augmenting the value of the stock, The
other contention pursued by the bank is that the $265,376,235 por-

" tion of the $629,827.9& should not be treated as capital funds,

but a8 "lisbilities™ for the reason that the $265,376,.23 itenm

is made up of "reserves" for payment of spesial accounts} namely,
to pay interest on savings accounts, oity taxes, payroll taxes,
intereat on ocertifiocates of deposit, Federal Deposit Insurance
Company assessments, surety bonds, and old age assistance taxes;
and that eaclh month there is placed in these accounts an amount
that has acorued in those different iteama,

W om i A -
. Youyr problem them iavolves ths propsr

a banking igstitution's financlel statemsent aa an aid in arriving
at the true value of its shares. Neither will the Courts d4disturd
an assessment fairly arrived at, nor may this department assume
the role of an interpreter of rinanoial statistios., Value of

- looal bank stock, like value of real estate, is arrived at by

consideration of facts more susgeptible of determinstion by loeal
experts, those familiar with the ‘ocal pioture and capable of giv~-
ing proper weight to all avallabls evidence. The Legislature has
thus vested sole discretion in va:luation and equalization of values
of property subject to taxation in the local assessor and board of
equalization., This department is Jjustified in offering advice,
however, where the fallure to consider a given faoct or the improper
consideration given a fact may amount to arbitrary action or the
abuse of discretion, :

we therefore advise you that recognized accounting praotice
distinguishes surplus reserves such as for additions, antieipated
losses, bond sinking funds, and thie like from sc-called "reservea”
get up for contra asset accounts, such as accrued liabilities,
While accrued liability "reserves™ represent funds held by the

bank not immediately payable, by their very nature as accrued
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1iabilitlies or debts, little, if any, consideration could be acocorded
guch funds as elsments tending to compose or aqgmnnt the value of

the stoek in tie hands of the atockholder, therefore, if the

faots are found to be as stated by the bank, the assessor and county
comnissioners*' courts should give appropriate consideration to the
faot that the $265,376.83 portion of the so-called "reserve™ fund
represents definite acorued liabilitlies rather than capital funds,
surplus or undivided profits, Ths assessor or the board of squalizae
tion may, of course, in exercising thelr expert administrative judge
ment, conclude that an amount in exceas of that necessary to meet
these liabilities has been set asida. Any such exocess should, of
ocourse, be treated as surplus or undivided profits.

It is believed that the rationalization suggested in
this opinion will serve to distinguish it froxn Opinion No. 0-4675
to which you invited the attention of this departaent, That
opinion involved a fund set up for eontingencies rather than
accrued liabilities and the holding was that such fund was
"one of the factors to dbe taken into oonsideration by the
board of equalization in fixing the value of the stoek for tax
purposes.”

The principles set forth in this opinion should answer
the supplemental question presented in the fifth paragraph of
your letter of September 28th. In the event they 4o not, how-
ever, kindly set forth the faots upon which -sushidssation is
baged, as you have done the main question presented, and this
opinion will be supplemented accordingly.

Yours very truly

o ATTURARY GENZRAL CF TEXAS

povip oot 18, 1048
G o By { o 0O
T ~ / Jas, D, “Smullen
TIRST ASSISTANT agslgtant
. TTORNEY GENER&E

JD31EY

APPROVED

OPINION
COMMITTEE




